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Acronyms

DEA data envelopment analysis

DELWP Department of Environment, Land, Water and Planning

ERLC Eastern Regional Libraries Corporation
FTE full-time equivalent

HCLC High Country Library Corporation
HCLN High Country Library Network

ILLs interlibrary loans

KPI key performance indicator

LGPRF Local Government Performance Reporting Framework
LGV Local Government Victoria

LMS library management system

MAV Municipal Association of Victoria

PLFP Public Libraries Funding Program

PLV Public Libraries Victoria

RLC regional library corporation

SLv State Library of Victoria

VAGO Victorian Auditor-General’s Office

Abbreviations

Alpine Alpine Shire

Boroondara City of Boroondara

Buloke Buloke Shire

e-resources electronic resources
Mornington Mornington Peninsula Shire
Swift Swift Library Consortium
the Act Local Government Act 1989
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Council libraries deliver a range of important services to the community. In
addition to book lending, libraries offer a free, accessible space for the public,
and deliver educational programs for children and adults. Libraries also provide
access to the internet and electronic resources (e-resources), as technological
advances change the public’s expectations of their services.

Councils find it challenging to meet these expectations in a financially
sustainable way. Under Victoria’s Local Government Act 1989 (the Act), councils
must use their resources efficiently and effectively, and services they deliver
must meet community needs. The introduction of rate capping in 2015, which
restricts councils’ ability to increase revenue, adds to the challenge.

Councils may contribute to their obligation by sharing library services. The Act
allows two or more councils to do this by forming regional library corporations
(RLC).

This audit examines whether councils and RLCs deliver services efficiently and
effectively. We used library data to identify whether shared services are more
efficient, and assessed how well selected councils plan, monitor and review
their library services to ensure maximum efficiency and effectiveness.

Our selected library services were:

e Alpine Shire (Alpine), part of the High Country Library Network (HCLN)
e City of Boroondara (Boroondara)

e Buloke Shire (Buloke)

e Eastern Regional Libraries Corporation (ERLC)

e Mornington Peninsula Shire (Mornington).

We also examined the roles of Local Government Victoria (LGV), which is part of
the Department of Environment, Land, Water and Planning (DELWP), and the
Municipal Association of Victoria (MAV) in driving statewide and local service
improvements.

Not all audited councils deliver library services as efficiently and effectively as
they can. This is because some councils miss the opportunity to reduce costs
through sharing services or outsourcing. Audited councils miss these
opportunities because of gaps in how they plan, monitor and review their
services. These gaps include not considering the full cost of service provision
and not proactively consulting communities about their library service
preferences and needs. Although we found examples of better practice at ERLC
and Boroondara, all audited councils and ERLC can improve how they plan and
monitor their services.
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Council Libraries

LGV has a role in supporting councils to deliver efficient and effective library
services. However, it has no strategy on how to do this and has not evaluated
the impact of its funding contributions to libraries. As a result, it does not know
whether state funding achieves its aim to support councils and RLCs in meeting
the information needs of their communities through library services.

MAV has procured library management software that will support the library
sector to find cost savings and increase shared services, but its slow
procurement delayed these advantages by almost two years.

We analysed council library efficiency using data on library staff numbers,
collection size, loan numbers and opening hours. We did not cover additional
services that libraries provide such as home library visits, computer access or
customer service. Our analysis showed that:

e RLCs and co-operative models are, overall, more efficient than standalone
council libraries, because their longer opening hours and high volume of
loans offset their larger investments

e rural standalone councils tend to be more efficient than metropolitan ones.
They have found ways to deliver core library services to their communities
with less financial investment, for example, by sharing facilities with other
council or community services.

Despite the availability of different service delivery models and need for
councils to optimise efficiency, only two of the audited councils, Alpine and
Buloke, have reviewed their service delivery model.

To identify how they can make their services more efficient, councils and RLCs
need to:

e use accurate cost and performance information to support decision-making
e consult their community to ensure they tailor services to local needs

e document service plans that outline the actions and resources necessary to
meet community needs

e monitor performance and identify opportunities to improve.
Cost information

All audited councils could improve the way they record, use and report
information on the cost of their library services. Without doing so, they cannot
be confident that their decisions are based on an accurate understanding of
service costs and efficiency.
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For example, Alpine and Buloke do not consistently record indirect costs for
libraries, such as payroll or human resources, in their library budgets. ERLC—the
only RLC in our audit—includes these costs because its overheads relate only to
library services. Boroondara and Mornington both allocate overheads to their
internal library budget.

In addition, none of the audited councils or ERLC consistently categorise their
expenditure to reflect their range of services. This means they cannot identify
the cost of delivering discrete services such as educational programs.

Performance information

Councils and RLCs have access to a considerable amount of performance data.
However, gaps in this information mean they cannot always rely on it to
understand their performance.

LGV's Local Government Performance Reporting Framework (LGPRF) includes
four indicators about library performance. Public Libraries Victoria (PLV)—the
state’s peak body for libraries—runs an annual survey that collects a range of
library data, including loans, visitations, opening hours and collection size.

There are varying views in the sector about how to best measure library service
performance and awareness of inconsistencies across councils about how they
calculate the various inputs to the measures. Examples of these issues include:

e the exclusion of e-resource loans from the LGV loan measure, due to some
council feedback about inconsistent measurement of this input, compared
to the PLV measure, which includes e-resources when reporting on loans,
which other councils prefer

e that PLV and LGV differ in how they collect data from councils and RLCs,
even for similar measures.

These issues reduce transparency for the public and make it difficult for councils
and libraries to confidently rely on either dataset. It also duplicates effort for
councils.

Community consultation

Community consultation allows councils and RLCs to adapt their library services
to changing local expectations. Alpine and Mornington could improve the way
they do this. They use complaints as a proxy measure for satisfaction and survey
users on specific issues as they arise. While this approach allows the councils to
check whether proposed changes suit users, it does not give them a broader
understanding of the changing needs of their community.

ERLC engages a market research firm to conduct community surveys across
multiple Victorian councils every two to three years. Ten libraries participated in
2019. The survey asks users why they access the library and what services they
value most within it. This level of detail helps councils understand community
needs and shape services to meet them. For example, by taking part in the
survey Boroondara found that the range and quality of books was a priority for
its members. In response, the council increased its expenditure on new books.
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Shelf-ready collections
arrive at libraries fully
catalogued and
processed. This means
that the library does not
need to process the items
itself, such as by adding
barcodes, covers and
labels.

Council Libraries

Documenting service plans

Except for Boroondara and ERLC, the audited councils do not document their
service plans or link library services to the achievement of overall council
objectives. Boroondara’s service plan reflects better practice, as it identifies five
objectives and the actions necessary to meet them. It also outlines how the
library will contribute to the council’s objective of ensuring a ‘resilient, safe and
inclusive community’. This plan allows the council to hold its library service
managers accountable and ensures decision-making about libraries is consistent
with the council’s overall objectives. In line with RLCs’ obligation under the Act,
ERLC has a four-year Library Plan, which outlines its strategic objectives and
strategies.

In contrast, Alpine and Buloke do not have documented service plans for their
libraries. While they have documents that set out some of the information
necessary for service planning, such as service levels and responsibilities for hub
operations, they do not set objectives for libraries or show how the service
meets overall council objectives.

Performance monitoring and finding efficiencies

The larger library services—ERLC and Boroondara—monitor performance more
effectively and regularly because they have formal internal reporting processes
that encourage it. They also have a more proactive and systematic approach to
finding efficiencies, which includes consultation with vendors and external
service providers, and analysis of performance using available data.

This approach delivers cost savings. For example, in January 2019, Boroondara
conducted a review that compared internal processing costs against two
shelf-ready vendors. The review found that switching to shelf-ready collections
would save an average of $4.34 per adult fiction or non-fiction item. The review
also highlighted that outsourcing its processing would make items available to
the public more quickly. Boroondara has begun phasing in shelf-ready
collections, starting with adult and junior fiction. It advised it has reduced its
full-time equivalent (FTE) staff by one as a result.

In contrast, Alpine and Buloke have an ad hoc approach to finding efficiencies.
While this still allows them to find areas for improvement, it does not provide
them with a full picture of their performance. This means they may miss
opportunities to make their services more efficient and effective. For example,
Alpine does not use shelf-ready collections. However, its review of the issue did
not include a relative cost comparison between processing in-house and
outsourcing.

Although councils are responsible for the library services they deliver, the state
government has a key role in supporting the council library sector through
funding and statewide initiatives.
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A library management

system provides the core
functionality for libraries
to manage their member

databases and collections.
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Library funding

LGV has not evaluated its overall funding approach for libraries. This means it
cannot determine whether its mix of programs is the most efficient way to
distribute funding.

The formula that LGV uses to allocate recurrent funding, which made up

89 per cent of its 2018-19 library funding allocation, is heavily based on
population. A 2018 parliamentary inquiry into council financial sustainability
noted that grants that focus on population size disadvantage small rural councils
with low populations.

In response to the inquiry, LGV applied a uniform 2.5 per cent increase on
recurrent funding for 2019-20. This does not address the emphasis on
population size as LGV applied the increase to 2018—19 funding allocations,
which it had calculated using the population-based formula. This also does not
consider that population size and factors influencing service delivery costs can
change every year.

Leading statewide improvements

Statewide initiatives, such as a statewide procurement, present opportunities
for councils and RLCs to make their services more cost-efficient. A statewide
approach to procurement can reduce costs, because the state has greater
purchasing power than individual councils and RLCs.

LGV does not have a clear plan for such initiatives. This means that the state
may not optimise its investments in shared service initiatives.

In 2016, LGV commissioned the Victorian Public Libraries Review. Following this
review, LGV provided financial support to MAV to assist it to procure a new
voluntary statewide library management system (LMS) on behalf of Victorian
libraries. The statewide LMS replaced the existing LMS shared between the

21 council libraries in the Swift Library Consortium (Swift).

MAV finalised the procurement for the statewide LMS in June 2019. Currently,
only the 21 Swift libraries have agreed to adopt it and have begun the
transition. This is short of the target set by the Victorian Public Libraries Review,
which noted that at least half of Victoria's 47 council libraries must join to
achieve a positive benefit to cost ratio. MAV advised that a further 12 libraries
have expressed interest in joining in the future.

At a state level, neither LGV or MAV have taken responsibility for ensuring the
success of the statewide LMS project. The statewide LMS can enable further
shared service initiatives, such as sharing collections or a statewide library card.
However, LGV has not planned if, how or when it will achieve these benefits.

However, even with only Swift libraries joining, the new statewide LMS achieves
cost savings. Swift libraries will realise a combined annual saving of $417 531—
or 46 per cent—compared to their previous LMS. Although adopting the new
LMS is not mandatory, councils and RLCs that do not adopt it should
demonstrate that their existing LMS is more cost-effective and suitable for their
community's needs.

Council Libraries



Auspicing is where an
organisation provides
support, sponsorship or
guidance to an
unincorporated
association, such as by
entering into contracts on
their behalf.

Council Libraries

Procurement of the statewide LMS

MAV’s procurement of the statewide LMS was slow, taking 27 months rather
than the planned five months. This was due in part to unexpected staff
shortages within MAV’s procurement department.

The delay was also due to issues with MAV’s auspicing arrangement with Swift.
MAV struggled to resolve the conflicting views of Swift and the broader council
sector, both of which it represents.

As the statewide LMS was intended to replace Swift's existing LMS, the slow
procurement impacted Swift's operations. Due to the delay, MAV had to extend
its contract for Swift's LMS three times. In addition, MAV did not establish how
the new LMS would affect Swift's governance arrangements until after the
procurement was finalised. This gave Swift libraries limited clarity on what
would happen to their other shared service activities, such as shared collections
and a joint library card.

In June 2019, MAV and PLV agreed to transfer the operation of Swift to PLV, as
well as all administration, pricing and financial accountabilities for the new LMS.
Under the new arrangement, MAV still holds a contract with the LMS supplier.
MAV advised that it has not transferred this aspect of Swift to PLV because it has
a procurement business unit that can manage the ongoing needs of the
contract.

Interlibrary loans

Sharing collections through interlibrary loans (ILLs) significantly increases the
number of physical items member libraries can access. Since 2006, LGV has
funded LibraryLink, a platform that allows users to borrow books from other
libraries. It operates by linking the databases of all council libraries in Victoria.

A June 2019 evaluation commissioned by LGV found that LibraryLink
represented poor value for money due to lack of use. This is partly because the
software supporting it does not provide a streamlined process for ILLs. In
contrast, because Swift libraries share an LMS, their members can request an
item from another Swift library as if it were a part of their home library's
collection. As a result, while ILLs between Swift libraries have increased over the
past three years, LibraryLink loans have decreased and now account for just

6.6 per cent of all ILLs.

As with Swift's LMS, the new statewide LMS allows ILLs across all participating
libraries, without the need for software to link databases. For this reason, the
evaluation recommended that the state government stop funding LibraryLink
software, which would save an estimated $310 000 per year.

In September 2019, the Minister for Local Government accepted this
recommendation. LGV will not fund LibraryLink from 30 June 2020. This
underscores the importance of encouraging more council libraries to join the
LMS, as otherwise they will not be able to access ILLs once LibraryLink has
ended.
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LGV, councils and RLCs also need to be aware of the courier costs of ILLs. The
experience of Swift demonstrates that there is room to streamline ILLs to
reduce courier costs. For example, in 2018-19, 8 per cent of all Swift ILL
requests were for items that the user’s home library had in stock. In addition,
members failed to collect 48 600 items—9 per cent of all ILLs through Swift—
after councils or RLCs incurred courier costs to send them to another library.

We recommend that Victorian councils and regional library corporations:

1. improve library service planning by:
e documenting service plans

e conducting detailed and regular community consultation to understand
community expectations for library services

e linking delivery of library services to identified community needs and
overall council objectives (see Sections 3.3 and 3.4)

2. identify the full costs of their library services, including indirect costs, to
inform benchmarking, planning and monitoring services (see Section 3.2)

3. work with Public Libraries Victoria to ensure the cost data it reports as part
of its annual survey is consistent and comparable (see Section 3.2)

4. investigate ways to achieve cost-efficiencies such as through alternative
library service delivery models, shared service arrangements or outsourcing
(see Section 3.6).

We recommend that the Department of Environment, Land, Water and
Planning:

5. works with the library sector to ensure that Local Government Performance
Reporting Framework indicators reflect the changing roles of libraries
(see Section 3.2)

6. works with Public Libraries Victoria to standardise performance data about
council libraries (see Section 3.5)

7. reviews the mix of recurrent and grant program funding to determine if it is
the most efficient and effective way to fund libraries, including by reviewing
the method of allocating recurrent library funding to Victorian councils
(see Section 4.2)

8. develops and implements a plan to support shared service initiatives that
improve the efficiency of council libraries, in consultation with councils, the
Municipal Association of Victoria, the State Library of Victoria and Public
Libraries Victoria (see Section 4.3).

We recommend that the Municipal Association of Victoria:

9. shares lessons learned from its governance of the Swift Library Consortium
with Public Libraries Victoria (see Section 4.4).

Council Libraries



We have consulted with Alpine, Boroondara, Buloke, ERLC, Mornington, DELWP
and MAV, and we considered their views when reaching our audit conclusions.
As required by the Audit Act 1994, we gave a draft copy of this report to those
agencies and asked for their submissions or comments. We also provided a copy
of the report to the Department of Premier and Cabinet.

The following is a summary of those responses. The full responses are included
in Appendix A:
e DELWP (LGV) supports all four recommendations directed to the

department.

e MAV supports the recommendation directed to it and notes that it is
already working closely with PLV to share lessons learned from governance
of Swift.

e Alpine, Buloke, Mornington and ERLC support the recommendations
directed towards councils.

e Boroondara notes the recommendations and outlines that it will continue
its comprehensive approach to service planning and review. Boroondara
does not support the report’s data analysis and related findings.

Council Libraries Victorian Auditor-General’s Report



The council library is an important social asset. In addition to offering book
lending, internet access and a free, accessible space for the public, libraries
increasingly provide other resources and programs.

For councils, meeting changing community needs in a financially sustainable
way is challenging.

This audit examines whether council libraries deliver services efficiently and if
the state government’s existing support for council libraries drives statewide
service improvements.

The role of the council library continues to evolve, shifting from traditional book
lending to supporting community interaction and inclusion. Libraries play a role
in council initiatives that target social problems and community connectedness,
and provide access to digital resources, creative opportunities and educational
programs.

Libraries act as neighbourhood hubs that provide free, safe and creative spaces
for local communities. This is important in areas with rising population density,
such as metropolitan Melbourne. In rural councils, libraries often share spaces
with general stores, town halls or community centres to make use of available

community space.

The internet and electronic book readers have changed the way people access
information. In turn, as expectations of libraries’ services have changed, they
increasingly provide access to e-resources, including audio books, electronic
books and online newspapers and magazines. In 2017-18, loans of electronic
books represented 8.6 per cent of all library loans.

Victorian Auditor-General’s Report Council Libraries



Council Libraries

Council libraries deliver a variety of cultural, literacy and skill development
programs for children and adults. In 2017-18, there were 2.09 million
attendances at council library programs and events. This represents 3.3 visits for
every 10 Victorians. Attendance at programs and events has increased by

34 per cent from 2011-12.

LGV works with councils to improve their business and governance practices,
provides policy advice to the Minister for Local Government and oversees
relevant legislation, including the Act.

LGV administers three key state library funding programs that support council
library services, discussed further in Section 1.3.

Local Government Performance Reporting Framework

The LGPRF is a mandatory system of performance reporting for all Victorian
councils. LGV collects and publishes data on 59 council performance indicators,
four of which cover libraries.

MAV is the peak body for councils in Victoria and operates under the
Municipal Association Act 1907. Although membership is voluntary, all
79 Victorian local councils are MAV members.

In 2017, MAV became responsible for procuring a new LMS for the Victorian
library sector. MAV also procures providers on behalf of councils for a range of
goods and services, including library materials and office supplies.

PLV, an incorporated association, is the peak body for Victorian council library
managers and includes representatives from all council library services across
the state. Through an annual survey of libraries, PLV collects and publishes data
on library visitation, loans, expenditure and programs.

Victorian councils do not have a legal obligation to deliver library services, but
all do so. As outlined in Section 1.4, councils can deliver library services
independently, or as part of shared service arrangements, including RLCs.
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1.3 Library
funding and
expenditure
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Swift Library Consortium

Swift is an unincorporated group of 21 council library services belonging to
39 councils, and one higher education library. Swift libraries share an LMS,

which allows library users to access collections from all other Swift libraries
across the state.

As shown in Figure 1A, in 2006, Swift entered into an auspicing arrangement
with MAV, which allowed MAV to act as a legal entity on Swift’s behalf.

Figure 1A
Auspicing arrangement between Swift and MAV

Swift MAV
(auspicee) {auspicor)

Swift is an unincorporated MAV (the auspicor), as an
group and is not a legal entity. incorporated body, can
This means it cannot enter receive funding and enter
into contracts, own land or into contracts on behalf
assets, employ people, sue of Swift (the auspicee).

or be sued.

Source: VAGO.

From 1 July 2019, Swift became part of PLV. This is discussed further in
Section 4.4.

State Library of Victoria

The State Library of Victoria (SLV) is an agency within Creative Victoria, part of
the Department of Jobs, Precincts and Regions. SLV is Australia’s oldest public
library and engages with council libraries and PLV to build capacity within the
library sector. SLV focuses on industry research and innovation, strategy
development, workforce and leadership development, and advocacy.

Council contributions

As shown in Figure 1B, local governments provide the majority of funding to
their libraries—84 per cent in 2017-18.

Council Libraries
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Figure 1B
Council library funding contributions

Funding
$300 000 000

$250 000 000 -
$200 000 000 A
$150 000 000 -
$100 000 000 A
$50 000 000 -
$0 A . . .

2013-14 2014-15 2015-16 2016-17 2017-18
M Local B State M Federal

Note: Other income includes library fees and charges.
Source: VAGO, based on PLV data.

Councils’ contributions to their libraries vary widely. For example, in 2017-18
the City of Melbourne funded 79 per cent of its library operations, while West
Wimmera Shire contributed 46 per cent.

In 2018, SLV and PLV commissioned Libraries Work!, a report on the economic
value of council libraries. The report highlighted that council libraries generate
$4.30 worth of community benefit for every dollar spent.

The Victorian Government distributes its council library funding through three
programs, outlined in Figure 1C. Of total library funding, 16 per cent comes from
these programs.

Council Libraries Victorian Auditor-General’s Report



Figure 1C
Victorian Government library funding programs

~

Recurrent funding to councils and RLCs distributed
Public by LGV based on population and council factors

Libraries Funding to Vision Australia

Funding Includes Special Projects and Contingencies fund for

Program statewide initiatives

2018-19 state budget allocated $43.6m for that

year

~ o~

~

» Grants up to $750 000 to deliver new or
Living renewed council library infrastructure
Libraries » All councils, except small rural councils,
Infrastructure have to co-contribute
Program » 201617 state budget committed $18m
over four years

~

Supports purchase of materials for Premiers’
Reading Challenge

$12 500 funding to Vision Australia

Base amount of $5 000 allocated to councils, with
balance allocated based on population of people
under 16

201617 state budget committed $4.4m over four
years

Premiers’
Reading
Challenge

~

~

Book Fund

~

Note: Vision Australia is a not-for-profit organisation that delivers library services for people who are blind or have low vision, or a print
disability.
Source: VAGO, based on information from LGV.

Shared services involve libraries working together, or with other organisations,
to share costs and resources to improve the efficiency and quality of their
service delivery. RLCs and co-operative models are examples of shared services.
In total, 44 of 79 councils deliver library services as part of an RLC or
co-operative model, summarised in Appendix B.

Under the Act, two or more councils may form an RLC, which is a separate legal
entity to its member councils and must meet some of the provisions under the
Act that apply to councils. For example, RLCs must publish their own annual

report and develop a four-year Library Plan, which outlines strategic objectives.
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Proposed shift to beneficial enterprises

Currently, libraries are the only council service with a legislated model to share
services. If the Parliament of Victoria passes the proposed Local Government
Bill 2018, councils will be able to use a legislated model to share any council
service. The bill would allow councils to form beneficial enterprises, including
corporations, partnerships or joint ventures, with any level of government, or
with a private sector organisation.

If the bill passes, councils would not be able to form new RLCs, and existing RLCs
would have 10 years to transition to the new arrangements.

Another model of shared services for libraries is the co-operative model, where
one library service delivers key operational activities on behalf of neighbouring
councils, for example, collections management and technological support.
Rather than form a separate legal entity, the councils in this model use a service
agreement to define roles, responsibilities and the cost of services.

Two groups of councils use this model, both of which previously formed RLCs.

The state government has a role in encouraging and assisting shared services in
the library sector, such as by leading policy development and procuring goods or
services on behalf of libraries.

In 2012, a Ministerial Advisory Council proposed the Victorian Library concept—
a borderless library for Victorians to access information, resources and services.
It involved a series of initiatives, including a statewide LMS and statewide
e-resources acquisition program, designed to make libraries more efficient and
to improve access to information.

In 2016, LGV commissioned an external evaluation of the Victorian Library
concept. The resulting Victorian Public Libraries Review found three main
problems in the council library sector:

e the rising cost of libraries for local councils
e inequity in community access to library resources across the state

e lack of response to changing technology and increasing customer
expectations.

The review recommended a focus on increasing shared services. Specifically, the
review highlighted the potential benefits of:

e astatewide LMS that would be available to all libraries

e astatewide e-resource acquisition program.

LGV has since pursued both initiatives, discussed in Section 4.3.
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ILLs increase the number of items that library users can access. Until July 2019,
LibraryLink and Swift's shared LMS were the two main platforms for ILLs. The
new statewide LMS has replaced Swift's shared LMS and opens up ILLs for all
libraries that participate.

LibraryLink is a platform that allows users to search catalogues of all council
libraries. LGV began funding the platform in 2006, taking over from a small
consortium of councils that previously operated it. To support the platform, LGV
also funds a courier service to pick up and deliver requested items between
libraries. LibraryLink is discussed further in Section 4.3.

As shown in Figure 1D, all council libraries can use LibraryLink, but only Swift
libraries could access ILLs through Swift's shared LMS. Unlike LibraryLink, Swift
libraries could not decline any requests received through Swift's shared LMS.
This is because of Swift libraries’ agreement to share collections.

Figure 1D
Victorian ILL platforms

LibraryLink Swift

Operation Web-based search platform that Common LMS enables access
links the LMS of all Victorian to collections across the
council libraries for users to 21 member libraries only.
search.

Funding State government funds Member libraries bear
operational costs and associated  additional operational and
courier costs out of the Public courier costs beyond what they
Libraries Funding Program. can access through LibraryLink.

Loan approval Libraries can decline requests Member libraries cannot decline

process from users outside of their own requests for items available for
membership. loan.

Fees Libraries can charge fees on ILLs.  Libraries can charge fees on ILLs.

Source: VAGO.

This audit builds on previous VAGO audits that have identified risks and
weaknesses in council service planning:

e QOur 2011 report Business Planning for Major Capital Works and Recurrent
Services in Local Government found little evidence that councils
appropriately review their services to inform spending decisions.

e Our 2014 report Shared Services in Local Government found benefits and
difficulties in councils implementing shared services across different council
services, such as libraries.

e Our 2018 report Delivering Local Government Services found that councils
do not have a comprehensive approach to planning and reviewing services.
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This audit examines whether councils achieve value for money from their library
services. We used library data to compare the efficiency of service delivery
models, and assessed how well selected libraries plan, monitor and review their
services to maximise efficiency and effectiveness.

We also examined whether LGV and MAV support councils to improve library
services at a statewide level.

The methods for this audit included:

e an analysis of PLV data to determine relative efficiency of library services
e asurvey to confirm library staff numbers

e areview of service planning, monitoring and performance management
practices at four councils and one RLC

e consultation with broader stakeholders such as peak bodies and
professional organisations.

As Victoria’s council library services vary significantly, we selected councils
across different LGV council categories and one RLC for qualitative analysis.

Figure 1E
Audited councils and RLCs

Percentage of total

Library service  Delivery model Population  Victorian population (%)
Buloke Standalone 6184 0.1
Boroondara Standalone 181 289 2.8
Mornington Standalone 165 822 2.6
Alpine Co-operative model 12 730 0.2
ERLC RLC comprising Knox City 438 874 6.8

Council, Maroondah City
Council and Yarra Ranges
Council

Total 804 899 125

Source: VAGO, based on 2018 population data from the Australian Bureau of Statistics.

We conducted our audit in accordance with the Audit Act 1994 and ASAE 3500
Performance Engagements. We complied with the independence and other
relevant ethical requirements related to assurance engagements. The cost of
this audit was $460 000.

The remainder of this report is structured as follows:
e Part 2 examines the efficiency of library service models.

e Part 3 examines the effectiveness of councils' processes around planning,
monitoring and reviewing their library services.

e Part 4 examines LGV and MAV's roles in supporting council library services
through library funding programs and statewide shared service initiatives.
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If they are to meet changing community expectations for library services,
councils and RLCs must make more efficient use of their limited resources. Some
councils approach this by sharing services with other councils or organisations.

We compared the efficiency of Victorian libraries to identify whether sharing
services helps councils to deliver more efficient library services.

Sharing services makes libraries more efficient, enabling them to deliver more
services to the community with fewer resources. Our data analysis shows that,
overall, RLCs and co-operative models deliver core library services more
efficiently than most standalone council libraries.

Despite the potential financial advantages of shared service models, only two of
the audited councils, Alpine and Buloke, have reviewed their service model.
Both councils made changes to their service model after their reviews but will
need to evaluate the changes to ensure they achieved the intended benefits.

The key perceived benefit of shared library services—whether as an RLC or a
co-operative model—is that their greater economy of scale allows for more
efficient services.

In 2013, the Centre for Local Government, part of the University of Technology
Sydney, published a guide on library models in New South Wales. These models
broadly reflect the three available models in Victoria. Figure 2A outlines the key
perceived benefits and limitations of each model, as noted in the guide. These
reflect what audited councils and RLCs told us about the benefits of their own
model and limitations of others.
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Efficiency can be
measured by comparing
outputs to inputs and is
achieved either by
maximising outputs for
given inputs, or
minimising inputs for
given outputs.

Council Libraries

Figure 2A

Perceived benefits and limitations of library service models

Single council

RLC

Co-operative
models

Perceived benefits

Autonomy to set library
strategy and retain local
identity and branding

Closer alignment of service
planning with the council’s
strategic direction

Greater opportunities for
economies of scale

Increased purchasing power

Ability to share costs across
member councils

Access to a wider set of
resources

Ability to preserve local
identity while still achieving
economies of scale

Potential to identify good
practices and share with
members

2013 and information from audited councils.

Perceived limitations

Fewer opportunities for
economies of scale

Less purchasing power

Reduced capacity-building
opportunities for staff

Less flexibility and
responsiveness to
community needs

Potential for disagreements
between member councils

RLC may not be able to
continue operations if its
member councils withdraw

Potential threat to model if
councils withdraw from
agreement

Changes in policies of
participating councils can
affect operations

Source: VAGO, based on Regional Library Models Literature Review, Centre for Local Government,

These perceptions do not reflect the experience of all library services. Councils

and RLCs need to identify whether they apply to their own service and take
steps to address them if they do. For example, consortia such as Swift or the
new statewide LMS present opportunities for standalone councils to increase
their purchasing power.

We used data envelopment analysis (DEA) to determine whether RLCs and
co-operative models deliver on their perceived financial benefits. DEA is a
statistical tool that uses multiple inputs and outputs to benchmark efficiency
across a group of organisations. It differs from a ratio measure, such as

cost per visit, which only considers one input against one output. As a result,
DEA provides a fuller picture of efficiency.

As with any economic benchmarking tool, DEA has limitations. For example, it
does not account for service quality or factors that make organisations different
from each other, such as geographic or socio-economic factors. It also relies on
the accuracy and consistency of available data. Despite this, DEA can provide
insights on how well libraries use their resources. Appendix D provides more
detail on our data analysis methods.
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Data sources

We used data from PLV’s 2017-18 survey for our analysis. We supplemented
this with our own survey, which asked libraries to confirm their FTE staff figures
divided into four categories.

We excluded indirect staff—such as payroll and human resources staff—from
our analysis, because only RLCs report this information to PLV. Although indirect
staff costs are relevant to understanding efficiency, excluding them from our
analysis allowed us to compare service models. We also excluded cataloguing
staff, as many libraries outsource this.

All 46 Victorian library services responded to our survey and are included in our
analysis. We excluded Buloke because in 2017-18 it was still part of Wimmera
Regional Library Corporation and did not run its own library service. Appendix C
provides more detail on our survey methodology.

Selecting inputs and outputs

To reflect the different services that libraries deliver, we used two different
combinations of inputs and outputs for our analysis. These are outlined in
Figure 2B. Appendix D provides more detail on how we selected these.

Figure 2B
DEA combinations
Combination Inputs Outputs
Combination 1: e FTE employees e Number of loans
CellbahEe s e Collection size e Total opening hours across
all branches
Combination 2: e FTE employees e Number of loans
e 20l e Collection size e Total opening hours across
events
all branches

e Number of attendances at
programs and events
Source: VAGO.

Due to differences in services across libraries, we limited our analysis to the
common outputs of libraries outlined in Figure 2B. However, library staff deliver
other services not captured by our analysis, such as:

e home library services (delivery of collection materials to members unable to
visit their local library due to ilness, age, or disability)

e computer and internet access

e |ocal and family history research
e meeting rooms for public use

e Justice of the Peace services

e customer service and enquiries.
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Findings of data analysis

Our analysis showed that RLCs and co-operative models are, overall, more
efficient than most standalone council library services. When considering loans
and opening hours, 10 of the 12 RLCs and co-operative libraries were among the
top half of the most efficient library services. Four RLCs were among the

10 most efficient library services.

Figure 2C shows the efficiency scores of all surveyed libraries on core library
services. An efficiency score of one means the library service is the most
efficient of the group, but this does not mean it could not become more
efficient.

Figure 2C
Efficiency of shared service models

@® Regional library corporation
® Co-operative model

Regional library corporation o .. ® 060 00O : Individual councll
\'

or Co-operative model

Individual council

0.4 0.5 0.6 0.7 0.8 0.9 1.0
DEA efficiency

Note: This shows DEA results using FTE (excluding cataloguing and overheads) and collection size as inputs, and the number of loans and
opening hours as outputs. Appendix D lists the relative efficiency score for each participating library service.
Source: VAGO, based on data from 2017-18 PLV annual survey and FTE survey.

RLCs and co-operative libraries achieved higher efficiency because they had a
high volume of loans and more hours open to offset their investment in their
library service.

Of the six standalone councils in the 10 most efficient library services, five were
rural councils: Glenelg Shire, East Gippsland Shire, Indigo Shire, Towong Shire
and Murrindindi Shire. They received high efficiency scores because they had a
low number of FTE staff and collection items. This indicates that RLCs or
co-operative models are not the only way to deliver efficiencies. These rural
councils deliver a relatively high amount of loans and opening hours to their
communities with less financial investment.

Not all rural councils were more efficient than metropolitan library services. Of
the three least efficient library services we analysed, two were in regional cities
outside of Melbourne and one was a rural council.
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Considering additional library services

When we added attendances at library programs and events as an output in our
analysis, RLCs and co-operative models still performed better overall. However,
Hobsons Bay City, Hume City, Melton City, Mitchell Shire and Wodonga City—all
standalone council library services—performed much better than they did in
our original analysis.

This indicates they have a relatively high amount of program and event
attendances considering their inputs. These differing results demonstrate the
importance of tailoring services to community needs and expectations, which
vary across the state.

Given the cost savings obtained from shared service models, all libraries need to
regularly review their service to confirm whether their chosen model delivers
the best value for money for their community. Only two audited councils—
Alpine and Buloke—have formally reviewed their service model.

In 2015, Alpine’s former RLC—High Country Library Corporation (HCLC)—
commissioned an external review to assess whether their model was delivering
value for money. The review found that despite HCLC's concern that its service
was too expensive, the RLC model delivered cost-efficiencies for member
councils. The review highlighted that there were difficult working relationships
between HCLC and its member councils, which reflects one of the perceived
disadvantages of RLCs listed in Figure 2A.

On the review's recommendation, HCLC transitioned to a co-operative model—
HCLN—in 2017. However, Alpine and the other member councils have yet to
evaluate whether the change delivered any benefits.

Buloke previously relied on mobile library services provided by three RLCs—
including its own RLC, Wimmera Regional Library Corporation. When these RLCs
indicated that they would cease their mobile library services in 2016, Buloke
commissioned an external review to determine whether to change its service
delivery model.

Buloke’s review found that the RLC model was not delivering efficiencies, as the
cost per capita for Wimmera Regional Library Corporation was higher than the
state average. This is in line with our data analysis, outlined in Appendix D,
which found Wimmera Regional Library Corporation to be the least efficient
RLC. The review recommended Buloke leave RLC arrangements to directly
manage its own library service. The council accepted this recommendation and
began its own service in July 2018. Buloke advises that it plans to review the
impact of the change in 2019-20.
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Boroondara, ERLC and Mornington have not formally reviewed their service
model. These libraries, to varying degrees, review elements of their service to
find ways to improve. However, given the potential for efficiencies, they would
benefit from reviewing their service models to determine whether they deliver
the best value for money. This is especially relevant with potential changes to
the Act that would create new ways for libraries to share services, such as
through joint ventures or partnerships.

Another way to share services is to share facilities with other council services—
such as customer service centres, kindergartens, and maternal and child health
services—or with other community services, such as schools and community
centres. This can allow councils to deliver more services using existing or
purpose-built infrastructure.

For example, in 2015, ERLC and Maroondah City opened a joint facility that
houses multiple services, including:

e an ERLC library branch
e a council customer service centre
e asupport centre for local businesses

e anart gallery.

In the shared facility, Maroondah City customer support officers took over
general library enquiries and providing assistance with public access computers,
wi-fi and printing. ERLC advised it reduced its FTE staff as a result.

Figure 2D outlines a more recent example of facility sharing at Boroondara.

Figure 2D
Boroondara’s Greythorn Community Hub

In September 2018, Boroondara opened the Greythorn Community Hub, which
houses a mixture of council and non-council services, including:

e alibrary lounge, where members can collect and return books and access
computers and wi-fi

e a maternal and child health service
e an early childhood centre and kindergarten
e health and counselling services.

The council planned the hub after consulting the community about their service
needs and examining usage trends for its existing facilities and services.

As the hub is new, Boroondara has not yet measured whether it has achieved value
for money. However, it has advised that it will seek community feedback on the hub in
developing its next library service plan.

Source: VAGO, from information provided by Boroondara.
Boroondara’s hub is a large investment. The total cost to develop and build it

was $17.2 million. Similarly, $3.9 million in federal and state grants supported
construction of ERLC and Maroondah City Council's shared facility.
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Sharing facilities is an option for smaller library services as well. Buloke does not
have a dedicated library building and instead runs its library services out of a
school, town hall, council service centre, community centre and general store.

This approach allows Buloke to maintain library access for the public while
reducing staffing costs. For example, the council staffs its Birchip branch—
located in a public school—for only eight hours per week. However, the public
can still access the service during school hours throughout the rest of the week.
Buloke has not formally measured whether all its shared facilities deliver
efficiencies, as it only began direct management of the service in July 2018.

Two Alpine library branches host customer service centres, where residents can
access other services. For example, at Myrtleford Library, services include
number plate returns and driver’s licence testing on behalf of VicRoads. This
presents potential efficiencies for residents—who can conduct several
transactions in one visit—and the council, by reducing required floor space and
FTE. However, as with Buloke, Alpine has not measured whether this shared
service results in increased service efficiency.

As outlined in Section 2.2, we found that some smaller rural councils are among
the most efficient Victorian library services. This reflects that seeking
opportunities to share facilities with council and community services can have a
real impact on library efficiency. For example, Towong Shire was one of the most
efficient library services in our analysis. One of its library branches is a shared
facility that also houses a kindergarten, long day care and the council’s maternal
and child health service.

As shown in Figure 2E, sharing collections significantly increases the number of
physical items member libraries can access, including the two audited councils
that are part of the Swift group.

Figure 2E
Swift collection items

Buloke

l—. 12 600 items

Swift Library Consortium
2 195 781 items

Source: VAGO, based on 2017-18 PLV annual survey.
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Although Swift increases community access to collection items, libraries need to
weigh these benefits against potential costs and limitations. For example, users
can request items from Swift libraries in a distant location—increasing courier
costs—even when their home library has that item. In 201819, this occurred
for 8 per cent of Swift ILL requests.

In addition, members may not collect items that libraries have moved across the
state. In 2018-19, members failed to collect 48 600 items—9 per cent of all ILLs
through Swift.

In part because of these issues, ERLC withdrew from Swift in 2015 following an
internal review. The review noted that though the cost of Swift membership was
low, processing ERLC’s Swift ILLs created an internal cost of approximately

2.4 FTE staff.
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If they are to meet community needs in a financially sustainable manner,
councils and RLCs need to find ways to deliver more efficient and effective
services. This requires library services to:

e use accurate cost and performance information to support decision-making

e consult their community so they tailor services to local needs

plan the actions and resources necessary to meet community needs

e monitor performance and identify opportunities to improve.

Although all audited councils have found ways to improve their service, gaps in
service planning and monitoring mean they may miss opportunities to become
more efficient and effective. Incomplete data on service costs, a reactive
approach to community consultation and a lack of documented service plans
mean libraries cannot be sure they are delivering efficient services that meet
community needs.

Overall, Boroondara and ERLC are more proactive in the way they plan their
library services, which means they are better placed to meet changing
community expectations. However, there is room for improvement in how all
audited councils and ERLC plan and monitor their services.

All audited councils could improve the way they record, use and report
information on costs. Without doing so, they cannot be confident that their
decisions are based on an accurate understanding of service cost and efficiency.

Capturing indirect costs

The full cost of a library service includes:

e direct costs that exclusively relate to libraries, such as librarians and LMS
costs

e indirect costs covered by the council that are not exclusive to libraries, such
as payroll and human resources staff.

Council Libraries



As outlined in Figure 3A, Alpine and Buloke do not include indirect costs in their
internal library budgets.

Figure 3A
Indirect costs at audited councils and ERLC

Library service Includes indirect costs in internal library budget
Alpine x
Boroondara v
Buloke x
ERLC v
Mornington Peninsula v

Source: VAGO.

Unlike councils, which deliver a range of other services, ERLC only delivers a
library service, so its overall spending includes costs that a council would
normally cover. Consequently, ERLC includes indirect costs when responding to
PLV's annual survey on library performance and expenditure, though survey
instructions note to exclude indirect costs. ERLC advised it includes indirect
costs to ensure it captures its full cost and to allow it to benchmark with other
RLCs. However, the different approaches between RLCs and standalone councils
makes it difficult for libraries to use PLV data to compare the cost of service
delivery models.

Costs of different library services

Neither the audited councils nor ERLC consistently categorise their expenditure
to reflect the different services they deliver. Although they understand the costs
of their inputs—such as collection purchases and staffing costs—they do not
identify the cost of services such as delivering programs or providing access to
computers and the internet. This means they lack information that could help
them understand their own efficiency.

Libraries have access to a significant set of data to support service planning,
monitoring and benchmarking.

Public Libraries Victoria survey

Only RLCs report indirect costs to PLV, making it difficult to compare their
efficiency with standalone councils, which exclude such costs. In addition,
libraries report customer satisfaction to PLV using different surveys that do not
ask respondents the same questions.

Despite these issues, PLV data is still a good starting point for analysing
performance. As PLV publishes survey results in an annual comparative report
ranking libraries across 10 indicators, libraries can see how their performance
compares with others. Figure 3B outlines an example of an audited council
making service improvements after receiving a low rank.
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Figure 3B
Mornington using PLV data

PLV’s 2015-16 survey data ranked Mornington 41st out of 47 library services for
program attendance per capita.

In response, Mornington identified gaps in its program offerings (for example,
after-school programs) and updated position descriptions to recruit staff with
program management skills. Following this, Mornington improved its rank in program
attendance to 26th in 2017-18.

Source: VAGO, based on information from Mornington.

Except Buloke, all audited councils and ERLC have used PLV data to either
benchmark performance or support analysis in service reviews. Buloke has not
yet participated in the PLV survey because it was part of Wimmera Regional
Library Corporation until 2018.

Local Government Performance Reporting Framework

Libraries can also benchmark performance using the four LGPRF library
indicators, which are outlined in Figure 3C.

Figure 3C
LGPRF indicators related to libraries, 2017-18

Library collection
usage

Number of loans per item

Standard of library
collection

Percentage of the library
collection that has been
purchased in the last five
years

Cost of library
service

Direct cost of the library

service per visit

Note: Indicators will change from 2018-19 reporting year, as outlined in Figure 3D.
Source: VAGO, based on the 2019 Local Government Better Practice Guide — Performance Reporting Framework Indicator Workbook.

Active library
members

Percentage of the local

population who are
active library members

All audited councils comply with their obligation to report against these
indicators, with Boroondara including the indicators in its own performance
management framework.

However, all audited councils and ERLC expressed concern that except for the
cost indicator, the LGPRF indicators do not reflect library performance. Their
concerns reflect the results of LGV's working group with library stakeholders

about the indicators in March 2018. LGV has agreed to changes to the indicators
based on these concerns, as outlined in Figure 3D.
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Figure 3D
LGPRF indicators

Indicator Issues Changes

Library Prior to 2019, this indicator From 2019, indicator does not

collection usage reflected both digital and physical include e-resources. Although
loans. changing the indicator addresses

the risk of inconsistent information,
it reduces its usability, as it does
not capture a growing aspect of
library services. Between 2013-14
and 2017-18, electronic book loans
in Victoria more than quadrupled.

Stakeholders outlined that
although all councils are able to
calculate the amount of digital
loans, there are inconsistencies in
how libraries collect the

information.
Active library This indicator only measures the LGV has agreed to rename the
members number of users who have indicator to ‘active library
borrowed collection items over borrowers’, to better reflect what

the preceding three years. It does  councils are reporting.
not capture other services such
as literacy programs or students
accessing the library for a study

space.
Cost of library Prior to 2019, councils calculated LGV has agreed to change the
service this as the cost of their service indicator to cost per capita from
per visit. 2019.

Stakeholders outlined that
councils do not calculate visit
data consistently because not all
councils have the technology to
automatically count visitors to
their libraries.

Standard of This indicator only measures how LGV renamed the indicator to

library recently libraries purchased ‘recently purchased library

collection items. Council library collection' to better reflect what
representatives who LGV councils are reporting.

consulted about this indicator
noted newer books are often
worse quality because they are
generally used more.

Source: VAGO, based on information from LGV. Data on electronic book loans from PLV.

Cost per visit

Both LGV and PLV have used cost per visit to measure and benchmark the cost
of library services. Visits are not a key driver of library costs. A high number of
visits can affect cost by requiring additional floor space or branch staff. However,
councils can experience an increase or decrease in visits without changing their
expenditure on the service.

As outlined in Figure 3D, LGV has changed this indicator to cost per capita to
address issues around inconsistent calculations. However, population is only a
proxy measurement for library usage. To better understand whether their
services are efficient, councils need detailed information about how well their
inputs deliver outputs, such as opening hours, program attendances or loans.
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Inconsistency between PLV and LGV data

LGV and PLV both report on the performance of libraries, but they collect
different data, even for similar measures. This reduces transparency for the
public and makes it difficult for councils and libraries to confidently rely on
either dataset. It also duplicates effort for councils that collect and report the
data.

For example, in 2017-18 both LGV and PLV reported on the cost of library
services using a measure titled 'cost per visit'. Despite the identical titles, the
results published by LGV and PLV were not the same. This is because of
differences in the underlying cost data that they use. LGV uses councils' direct
expenditure on libraries and excludes spending on collections. PLV uses the
funding that libraries receive from their councils as well as the state and federal
governments. PLV data does not exclude collections funding, as the LGPRF does.

Consequently, except for three council libraries, PLV's cost per visit results are
higher than those in the LGPRF. In 2017-18, the LGPRF cost per visit average
was $6.28, compared to $8.20 for PLV. This discrepancy means PLV and the
LGPRF provide different pictures of which council libraries are more efficient.
Figure 3E compares the results and rankings of the library services in our audit
across both datasets.

Figure 3E
LGPRF and PLV results for ‘cost per visit’ 2017-18
Library service LGPRF PLV
Cost per visit result
Boroondaral@ $7.65 $9.51
ERLC $4.05 $6.35
HCLN $4.80 $7.20
Mornington $5.98 $9.38
Cost per visit ranking
Boroondaral@ 38 34
ERLC 3 5
HCLN 5 12
Mornington 17 32
(a) In 2017-18, Boroondara's Balwyn branch was closed for redevelopment, reducing its number of
visitors.

Note: Excludes Buloke as it did not report to PLV in 2017-18. For HCLN and ERLC, LGPRF results
based on combined results of member council, divided by number of councils.
Source: VAGO, based on information from PLV and LGV.
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All audited councils and ERLC have consulted their communities about their
library services. However, Alpine and Mornington do not capture detailed
information about users' expectations of libraries.

Alpine and Mornington survey users on specific issues as they arise. For
example, Mornington consulted users about library opening hours in 2017 and
about loan reminder emails in 2014. This approach allows councils to check
whether proposed changes suit users. However, it does not gather enough
detail on community expectations of library services.

In contrast, Boroondara and ERLC have a more comprehensive approach to
community consultation. ERLC engages a market research firm to conduct
community surveys every two to three years. Sixteen other Victorian council
library services participated in the survey in 2016 and 10 participated in 2019.
The survey collects data about how often and why people access libraries and
how satisfied they are with the service.

This information helps libraries tailor their services to community needs. For
example, Boroondara participates in ERLC's survey every three years and uses
the results to inform where it allocates resources. The council’s 2016 and 2019
results showed that the range and quality of books was the most important
library aspect for users. Boroondara’s library budget reflects this community
priority, with $3.9 million—or 10 per cent of library expenditure—allocated to
purchase new books between July 2019 and June 2023.

As outlined in Section 2.2, a perceived limitation of the RLC model is that it is
not responsive to community need. However, ERLC's comprehensive community
consultation shows that the RLC model does not prevent libraries from
identifying and meeting community needs.

Buloke consulted its community during a 2016 service review and used the
results to decide on significant changes to the service, outlined further in
Section 2.3.

Councils can also take part in the annual community satisfaction survey that LGV
conducts each year, which covers a range of council services, including libraries.
All audited councils—as well as the three councils that make up ERLC—
participated in the survey in 2019.

LGV’s survey can provide councils with useful information about how their
community views the library services it receives. However, it does not provide
the same level of detail as the community survey ERLC coordinates. LGV’s survey
asks respondents to rate the importance and performance of ‘art centres and
libraries’ together. In contrast, the ERLC survey focuses on library services and
includes questions on why people access the library and what services they
value most within the library.

For a more detailed understanding of community views, councils can add
questions about libraries to LGV's community satisfaction survey. For example,
Boroondara adds questions about the importance and performance of libraries
as a discrete service.
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As shown in Figure 3F, only Boroondara and ERLC document service plans and
link them with overall council objectives. Without this, councils cannot hold
their libraries accountable for delivering value-for-money services.

Alpine and Buloke use existing documents to act as service plans. While these
set out some of the information necessary for service planning, such as service
levels and responsibilities for hub operations, they do not set objectives for
libraries or show how the service aligns to overall council objectives.

Mornington uses a council-wide ‘business plan’ template that the library
manager completes each year. This includes an overall service objective,
business analysis and three to four planned actions. However, Mornington did
not add any significant analysis to each of the three most recent templates it
completed. This creates a risk that Mornington may not identify new challenges
or necessary actions.

In line with RLCs’ obligation under the Act, ERLC has a four-year Library Plan,
which outlines its strategic objectives and strategies. ERLC's 2017-21 Library
Plan relied on plans and strategies from its three member councils. However,
Maroondah City Council does not have a service plan, and Yarra Ranges
Council’s plan was six years out of date at the beginning of ERLC's Library Plan.
This creates a risk that ERLC’s service planning does not consistently reflect the
community needs and current objectives of all three member councils. ERLC
addresses this risk through comprehensive community consultation, as outlined
in Section 3.3.

Council Libraries



Figure 3F
Audited councils' approach to documenting service planning

Boroondara

Develops four-year service In line with obligation in
plan drawing on consultation the Act, develops four-year

and sector trends Library Plan

Relies on service agreement Relies on recommendations
with HCLN members, instead from 2016 service review
of setting own objectives
and actions

Completes annual
council-wide template,

but little meaningful

New service plan would
be beneficial in
the future A\

change each year

Source: VAGO, based on information from all audited agencies.

Boroondara’s service planning, discussed in Figure 3G, reflects better practice.

Figure 3G
Boroondara service planning

Boroondara has a detailed four-year service plan for its libraries, which draws on
community consultation, demographic data and sector trends.

The service plan identifies five service objectives and links specific actions to each
one, with a time frame for delivery.

Boroondara also documents how the service plan relates to the council’s larger
strategic framework. For example, the plan highlights how the library service will
meet the council’s objective of achieving a ‘resilient, safe and inclusive community’,
which is set out in the council’s Municipal Public Health and Wellbeing Plan. Linking
these strategic documents ensures decision-making about libraries is consistent with
the council’s overall objectives.

Source: VAGO, based on information from Boroondara.

Figure 3H provides an example of one of Boroondara's service plan objectives.
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Figure 3H
Boroondara service plan objective

Service plan objective

E_ Review home Enhance Investigate + 7 other
g library service relationships with literacy and reader action items
wn community development

organisations needs

Source: VAGO, based on information from Boroondara.

The quality of performance monitoring at the audited councils varies. The larger
library services—ERLC, Mornington and Boroondara—monitor more effectively
and regularly because their internal reporting processes encourage it.

An important aspect of performance monitoring is to set measurable and
measure how well an meaningful k'ey p.erforn'.lance |nd|ca’fors (KPI) with targets. Using targets
organisation is achieving encourages libraries to improve their performance and, when reported
its goals. alongside actual results, puts performance in context.

A KPl is a tool used to

Both Boroondara and Mornington set and report on KPIs as part of a
council-wide approach to performance reporting. ERLC also monitors and
reports on performance regularly, through quarterly updates to its board that
note progress against KPIs. In contrast, Alpine and Buloke do not have
council-wide approaches to performance management, and do not set KPIs for
libraries.

As shown in Figure 31, Boroondara’s KPIs are more comprehensive than
Mornington’s. They cover a range of strategic, output and cost measures and
five of the eight include specific targets. In contrast, Mornington does not have
cost KPIs and none of its targets are specific. This means the council lacks
information on whether it is meeting community needs efficiently.
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Figure 3l
KPIs of Boroondara and Mornington

Boroondara
Strategic

» 4.5m overall participation 26 250 attendances at » Cost of $197.72 per active
in library services programs and events library member
(includes loans, visits, 50 loans per active library user » Cost of $3.77 per loan
program attendances) Increase library loans

Increase library visits
Increase number of adult and
children's library programs

Mornington
Strategic

Maintain current membership Increase digital loans and

as percentage of local
population

Maintain current physical

virtual usage by 10 per cent
Highest rating on council’s
satisfaction ratings

loans, visitations and program

attendance to libraries

Source: VAGO, based on information from Boroondara and Mornington.

3.6 Finding
efficiencies

40 Council Libraries

In addition, Mornington measures community satisfaction using only LGV’s
survey, which, as discussed in Section 3.3, is not specific to library services and
lacks detail on how and why the community uses libraries.

Boroondara and ERLC have a proactive and systematic approach to finding
efficiencies, which includes research and consultation with vendors and external
service providers, and analysis of performance using available data. Similarly,
Mornington found efficiencies through a 2016 restructure of its library service.
The council advised it reduced its FTE staff by six by outsourcing the selection
and processing of collections and introducing multiskilled roles.
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In contrast, Alpine and Buloke take a more reactive approach. For example,
Alpine trialled and then introduced a new streaming service for audio books
after staff learned about it at a library sector conference. Alpine advised that
investing in this product allowed it to reduce its expenditure on other collection
items, such as electronic books. Learning from peers can be an effective way for
smaller councils such as Alpine to identify efficiencies. However, for larger
councils and RLCs, a reactive approach creates a risk that they will miss
opportunities to make their services more efficient and effective.

One potential efficiency all audited councils and ERLC have considered is to
purchase shelf-ready collections, rather than process new items internally.

A 2010 study by the Library Council of New South Wales found that opting for
shelf-ready collections saved libraries $2.67 per item on average. The study
highlighted that moving to shelf-ready collections presents opportunities to
redistribute staff more efficiently and effectively across the service. Except
Alpine, all audited councils have shelf-ready collections.

ERLC moved to shelf-ready collections in 2008 based on a consultant’s report
that found the change could reduce ERLC’s processing costs by 23 per cent,
representing a saving at the time of $97 539 per year. ERLC advised that its
savings as of 2019 are higher than this, because the original analysis did not
include all employee on-costs, such as costs to comply with occupational health
and safety legislation.

Prior to 2019, Boroondara did not use shelf-ready collections. In January 2019, it
conducted a review that compared internal processing costs against two
shelf-ready vendors. The review found that switching to shelf-ready collections
would save an average of $4.34 per adult fiction or non-fiction item. The review
also highlighted that outsourcing its processing would make items available to
the public more quickly. Boroondara has begun phasing in shelf-ready
collections, starting with adult and junior fiction. It advised it has reduced its
FTE staff by one as a result.

Alpine also considered adopting shelf-ready collections for its library service. In
contrast with the other reviews, Alpine found it was more cost-effective to
continue internal processing. However, Alpine’s analysis was not comprehensive
as it did not include a relative cost comparison between maintaining processing
in-house and outsourcing. This is essential for understanding whether
shelf-ready collections could achieve efficiencies for the council.
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While each library finds ways to make its services more efficient and effective,
LGV and MAV have a role in supporting the Victorian library sector through
statewide initiatives. LGV also supports the sector through distributing state
government funding.

LGV could improve the support it provides to council libraries. It lacks a strategy
for statewide initiatives and has not evaluated whether its funding programs
support councils to deliver efficient and effective libraries. This creates a risk
that its investments are not achieving their aims to support councils and RLCs to
meet the information needs of their communities.

MAV has supported the sector by procuring a statewide LMS. This product will
deliver cost savings and presents further opportunities for libraries to share
services. However, significant delays in MAV's procurement and poor
communication with stakeholders mean this support was not timely.

By understanding funding outcomes and impacts, LGV could better target its
funding to where it is most needed across the state.

Since 2014, LGV has commissioned external evaluations for two of its three
funding programs. The evaluations found a continuing need for the Living
Libraries Infrastructure Program and the Premiers' Reading Challenge Book
Fund. However, LGV has not evaluated the Public Libraries Funding Program
(PLFP), which makes up 89 per cent of its library funding.

In addition, LGV has not evaluated its overall funding approach. This means it
cannot determine whether its mix of funding programs is the most efficient way
to distribute funding.
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Distribution of Public Libraries Funding Program funding
LGV uses a two-component formula to allocate the PLFP's recurrent funding to
councils and RLCs:

e 87.5 per cent is based on the size of the municipal population that the
council serves

e 12.5 per cent is based on five council factors:

e percentage of population with low English proficiency

e rate of population dispersion

e level of remoteness from metropolitan or regional centres

e |evel of socio-economic disadvantage

e percentage of population over 60.
LGV's formula to distribute recurrent funding is heavily based on population. A
2018 parliamentary inquiry into the financial sustainability of rural and regional

councils noted that, in the context of federal Financial Assistance Grants, a focus
on population size disadvantages small rural councils with low populations.

Using a formula with weighting factors helps to adjust funding allocations to
reflect social, geographic and economic differences between councils,
particularly for rural councils with lower populations. As shown in Figure 4A, in
2018-19, small shires received the highest allocation per capita in recurrent
funding.

Figure 4A
Median allocation per capita for 2018—-19 recurrent funding allocations

Council category Median allocation per capita (S) Median allocation ($)

Small shire 12.56 128 676

Large shire 8.04 236 831

Regional city 6.92 416 542

Metropolitan 6.15 893 623

Interface 6.08 992 648
Note: Interface councils are a group of 10 municipalities that form a ring around metropolitan
Melbourne.

Source: VAGO, based on information from LGV.

In response to the inquiry, for 2019-20, LGV did not use the funding formula,
instead applying a uniform 2.5 per cent increase for each council based on their
2018-19 allocation. This does not address the emphasis on population size
because LGV applied the increase to 2018-19 funding allocations, which it had
calculated using the population-based formula. This also does not consider that
population size and factors influencing service delivery costs can change every
year.
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Outcomes data

In response to a 2018 evaluation of the Living Libraries Infrastructure Program,
LGV improved its council reporting requirements for the program. Libraries now
provide LGV with statistical data to support reported project outcomes,
including visitations, number of memberships and borrowing statistics. This
helps LGV to better understand project benefits and community outcomes.

In contrast, there is still room for improvement in the way LGV collects data
about the Premiers' Reading Challenge Book Fund. A 2014 external evaluation
that DELWP commissioned could only make limited judgement on whether
libraries were solely using funds to support the Premiers' Reading Challenge.

In their 2017-18 yearly reports, audited councils and ERLC only reported the
amount of funding received and expended, and the number of purchased items.
This means LGV has limited insight on funding impacts on libraries’ general
allocations or expenditure on their children to young adult collections.

LGV’s lack of strategy on statewide library reforms creates a risk that its
investments do not help the sector respond to changing community needs.

Following a recommendation in the 2016 Victorian Public Libraries Review, LGV
provided financial support to MAV to assist it to procure a supplier for a
statewide LMS. Using a statewide approach to procurement can reduce costs
because the state has greater purchasing power than individual councils and
RLCs.

MAV has since finalised the procurement, which is discussed in Section 4.4. The
statewide LMS replaces Swift's existing shared LMS and is open to Swift and
non-Swift library services.

According to the Victorian Public Libraries Review, at least half of Victoria's

47 council library services must join the statewide LMS to achieve a positive
overall cost to benefit ratio. To date, only the 21 Swift library services have
confirmed they will adopt the statewide LMS—three short of the required
amount. However, MAV advise that 12 non-Swift library services have expressed
interest in adopting the LMS once their existing LMS contracts end.

Even with only Swift library services joining, the new statewide LMS achieves a
total annual saving of $417 531—or 46 per cent—across the 21 Swift libraries.
Although the new LMS is not mandatory, councils and RLCs that do not adopt it
should demonstrate that their existing LMS is more cost-effective.

At a state level, neither LGV or MAV have taken responsibility for ensuring the
success of the statewide LMS project. It is not clear who is accountable for
encouraging libraries to join the statewide LMS to maximise the cost benefits. In
addition, the statewide LMS can enable further shared service initiatives, such
as sharing collections or a statewide library card. However, LGV has not planned
if, how or when it will achieve these benefits.
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In June 2019, LGV commissioned an external evaluation of LibraryLink. The
review noted that although LibraryLink had a vital role in achieving universal
access to library resources, it now represents diminishing value for money. In
201819, each ILL through LibraryLink cost $17.10. As shown in Figure 4B, half
of this cost—and 77 per cent of the direct cost of LibraryLink— pays for the
software that links council library collection databases.

Figure 4B
Cost of LibraryLink in 2018-19

Cost Total cost Cost per loan

Direct costs

Software contract $310 206 $8.63

Statewide courier service $92 173 $2.57

Indirect costs

Library staff time(@ $209 609 $5.83

Contract administration(®/ $2 600 $0.07

Total of all costs $614 588 $17.10

(a) Library staff time is assumed as six people per hour at $35 per hour.
(b) Contract administration is assumed as one hour per week at $50 per hour.
Source: VAGO, based on June 2019 LibraryLink evaluation.

As shown in Figure 4C, LGV has allocated a significant proportion of its special
projects funding to LibraryLink.

Figure 4C
State funding for LibraryLink compared to the total Special Projects and Contingencies Fund
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$700 000 -
$600 000 -

$500 000 -
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$200 000
$100 000 -
SO A r r r r r r r r

2010-11  2011-12  2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

M LibraryLink M Other projects
Note: In 2012—-13, the overall fund was higher because $300 000 was allocated to support a Ministerial Advisory Council review into

Victorian council library services.
Source: VAGO, based on information from LGV.
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The evaluation highlighted that there is low use of LibraryLink compared to
Swift ILLs. While ILLs in Victoria have increased over the past three years, the
percentage of LibraryLink ILLs has dropped from 9.3 per cent to 6.6 per cent in
the same period. This shows that there is a growing demand for ILLs, but only
among Swift libraries. Figure 4D compares the amount of LibraryLink ILLs and
Swift ILLs for 2017-18.

Figure 4D
Number of total loans and ILLs in 2017-18
LibraryLink ILLs

~—® 38008
General loans (excl ILLs)
42 416 080
—@ Swift ILLs
537737

Source: VAGO, from June 2019 LibraryLink evaluation.

The lower use of LibraryLink is partly because the software supporting it does
not provide a streamlined process for ILLs. Using LibraryLink, both the
requesting and lending library must manually agree to a requested loan. In
contrast, because Swift libraries share an LMS, their members can request an
item from another Swift library as if it were a part of their home library's
collection.

The new statewide LMS allows ILLs across all participating libraries, without the
need for software to link databases as with LibraryLink. For this reason, the
evaluation recommended that LGV discontinue use of the LibraryLink software,
which would save an estimated $310 000 per year. Under this recommendation,
LGV would retain the statewide courier service to support libraries moving onto
the new LMS.

In September 2019, the Minister for Local Government accepted this
recommendation. LGV advises that it will not fund LibraryLink from

30 June 2020. This underscores the importance of encouraging council libraries
to join the LMS, as without doing so they will not be able to access ILLs once
LibraryLink has ended.

The Victorian Public Libraries Review also recommended a statewide
e-resources acquisition program to improve the range and accessibility of
e-resources. However, LGV does not have a formal plan to implement this.
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Justice Connect is a
not-for-profit Australian
legal service.

Council Libraries

In March 2017, LGV participated in Project LUCI, along with Queensland, South
Australia and the United Kingdom, which aimed to develop a shared online
e-lending platform. In March 2019, LGV withdrew from the project because it
determined it was not appropriate to participate in developing a commercial
product. It advised that it will assist the sector to adopt the platform once
available, if it believes it is suitable for Victorian libraries.

If LGV decides not to adopt the platform, it is unclear how it will address issues
around public accessibility and the overall quality of e-resource collections.

In the absence of a statewide response, councils and RLCs have engaged
e-resource vendors separately to address these issues. In February 2019, ERLC
approached three large council library services to form an e-resources
consortium. Consortia such as these allow libraries to access more efficient and
effective e-resource platforms by increasing their purchasing power. The project
is currently on hold while these libraries assess their current vendors.

MAV’s procurement for the statewide LMS took 27 months, compared to the
five months outlined in MAV’s funding agreement with LGV. MAV does not track
its own staff hours and other costs dedicated to individual procurements. As a
result, it cannot quantify the overall cost of the delay.

During the procurement of the statewide LMS, governance arrangements did
not support MAV and Swift to work co-operatively for the sector. According to
Justice Connect’s 2018 auspicing guide, auspicing is not suitable when parties
have different purposes or objectives. This was the case for MAV and Swift—
while MAV is the peak body for all councils and their libraries, Swift members
only make up under half of the sector. MAV advised that, as a result, it struggled
to manage the conflicting views of Swift and non-Swift libraries at different
stages in the procurement process.

Auspicing also requires parties to communicate well with each other. However,
MAV did not communicate well with Swift about the progress of the
procurement. MAV set and missed several deadlines for the procurement,
leading Swift to lodge a formal complaint to MAV in September 2018. MAV also
had to extend its contract for Swift's existing LMS three times due to the delay.

MAV did not establish how the new LMS would affect Swift's governance
arrangements until after the procurement was finalised. This meant that Swift
library services were uncertain about the LMS's impact on other aspects of their
consortium. This includes an existing agreement to share collections and
working groups. Due to difficulties in MAV and Swift's working relationship,
MAYV engaged a consultant to mediate negotiations on the governance
arrangements from February to June 2019.
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an agreement with a
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product at a set price.
This is different to a
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because the buyer does
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number of products.
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New governance arrangements

From 1 July 2019, PLV is responsible for the shared services component of the
statewide LMS and Swift, including all administration, pricing and financial
accountabilities.

The new arrangements offer an opportunity to move away from the auspicing
model, as PLV is an incorporated entity that can enter into contracts on Swift’s
behalf. However, in line with MAV's standard contractual arrangements with
councils, it will continue to hold the standing offer deed with the supplier.
Libraries will each have their own contracts with the supplier.

As outlined in Figure 4E, this adds another layer to the LMS governance
arrangements and creates potential complexity. MAV advise that it has not
transferred the standing offer deed to PLV because it has a procurement
business unit that can better manage the ongoing needs of the contract.

Figure 4E
Governance arrangements for the statewide LMS

MAV PLV advises MAV on PLV
Enters into standing governance of the Employs LMS
offer deed with master agreement system
service provider administrator
on behalf of Hosts user groups
participating and advisory
councils . committee
Swift will no longer
exist under MAV,
PLV will absorb Swift
@ X i N
Participating library Non-participating
services library services
€ L
F A /

PLV continues to represent
all councils, including those
not using the LMS

Source: VAGO, based on information from MAV.

Delays in MAV’s procurement of the statewide LMS were partly due to
unexpected long-term staff shortages in its procurement business unit. From
June 2017 to March 2019, MAV Procurement lost 11 permanent and temporary
staff, with one position being vacant for almost 10 months.
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As shown in Figure 4F, this also delayed some of MAV's other procurement
projects by up to 12 months. MAV advised that it had competing tender
priorities and that, during the delay, libraries could use their existing systems
even if the statewide LMS was not available.

Figure 4F
Delayed MAV procurement projects from June 2017 to March 2019

Procurement project Length of delay

Statewide LMS 22 months
Energy efficient lighting hardware 12 months
Library materials 7 months
Demographic resources 5 months
Legal services panel 5 months

Source: VAGO, based on information from MAV.

Due to these staffing issues, MAV delayed key procurement milestones for the
statewide LMS on multiple occasions.
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We have consulted with Alpine, Buloke, Boroondara, DELWP, ERLC, MAV and
Mornington, and we considered their views when reaching our audit
conclusions. As required by the Audit Act 1994, we gave a draft copy of this
report, or relevant extracts, to those agencies and asked for their submissions
and comments.

Responsibility for the accuracy, fairness and balance of those comments rests
solely with the agency head.

Responses were received as follows:
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RESPONSE provided by the Chief Executive Officer, Alpine
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29 October 2019 Alpine Shire

Ref: 34168

Mr. Andrew Greaves

Victorian Auditor-General's Office
Level 31 / 35 Collins Street
Melbourne, VIC 3000

Dear Auditor-General,
Audit Report - Council Libraries: Our response

Thank you for your letter regarding the draft Council Libraries audit report from your
office and for the opportunity to share our proposed actions in response to this
report.

Alpine Shire Council embraced the opportunity to participate in this audit process
and would like to commend the comprehensive and consultative approach taken by
VAGO in the conduct of this audit. Council accepts all of the recommendations to
improve the management, growth and responsiveness of our library services in
meeting the specific needs of our communities.

Attached is Council’s action plan in response to each recommendation presented.

The Council Libraries report and our corresponding action plan will be tabled at the
next Audit Committee meeting on 2 December 2019. Each recommendation from the
report will be discussed and prioritised. Agreed actions from this review will then be
added to our Audit Committee action sheet for tracking and confirmation through to
conclusion with Audit Committee oversight.

I would be happy to share further information with you about Council’s progress in
improving the management of our libraries at any time.

Yours sincerely,
Charlie Bird
Chief Executive Officer

Alpine Shire Council | P.O.Box 139 i P:(03) 5755 0555 ! E info@alpineshire.vic.gov.au

ABN14 821390281 | Great Alpine Road ! F:(03)5755 1811 ! W: wwwalpineshire vic.gov.au
i BRIGHT VIC 3741 i
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RESPONSE provided by the Chief Executive Officer, Alpine—continued
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RESPONSE provided by the Chief Executive Officer, Alpine—continued
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RESPONSE provided by the Acting Chief Executive Officer, Boroondara

1 November 2019 BOROONDARA
City of H

Mr Andrew Greaves
Auditor-General

Victorian Auditor General’s Office
Level 31, 35 Collins Street
Melbourne VIC 3000

Dear Mr Greaves
RE: PROPOSED PERFORMANCE AUDIT REPORT - COUNCIL LIBRARIES

Thank you for your letter of 16 October 2019 addressed to the Mayor, Cr Jane Addis,
inviting submissions or comments on the report. The City of Boroondara is pleased to
see that our Library Service is commended for its community consultation, service
planning, response to service provision, performance monitoring and ability to find
efficiencies.

We are, however, concerned about the conclusions drawn on the effectiveness and
efficiency of library services as there is no discussion on qualitative measures, customer
experience and/or customer satisfaction. The Boroondara Library Service has a current
customer satisfaction rating of 87% (2019 Nexus Report and Local Government Victoria
Customer Satisfaction Report) ranking it 11th highest in the state and 1.15 million visits,
ranking it 8th highest in the state. The assumption of higher efficiency of shared service
models is based upon a flawed analysis that lacks using quantitative measures such as
visitations. No selection criteria has been used to determine the ‘core’ library services
chosen and the report merely notes that ‘library staff deliver other services not captured
by our analysis’.

Library Services are a valuable part of the fabric of local communities. Not only are
libraries a place for improving literacy outcomes and lifelong learning opportunities for
people of all ages, they reduce social inequity, create community connections and
provide a much needed space for belonging - the community’s lounge room. Libraries
reinforce the State Government’s “education/learning state” and “creative state” goals.

The demand for library services is rapidly changing and community expectations
continue to increase for longer operating hours, access to new technologies, reliable fast
wifi services, online information and great customer experiences. These demands have
significant cost implications for the strategic development and operation of library
services. To continue the important work of libraries, Boroondara is seeking a
commitment from the State Government to return to an equitable funding partnership
model, to support public libraries. Over the past three decades, the level of funding has
dramatically declined from the former 50:50 partnership with local government to the
current level of subsidy as noted in the VAGO report “...local governments provide the
majority of funding to their libraries—84 per cent in 2017-18.” (page 17). This is an
unsustainable funding model in a rate capped environment.

Camberwell office 8 Inglesby Road Camberwell VIC T 9278 4444 F 9278 4466
Postal address Private Bag 1, Camberwell VIC 3124

Email boroondara@boroondara.vic.gov.au

Website www.boroondara.vic.gov.au
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RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

Although mentioned on page 18, the independent Libraries Work! Report demonstrated
that for every dollar invested in the Library Services, $4.30 goes back into the local
economy. This demonstrates significant value for money. Boroondara Library Service
delivers $5.10 back into the local economy for every dollar invested.

Further details of our detailed response to section of the report are provided below.

Understanding community needs (p. 36)

This section states, “Boroondara and ERLC have a more comprehensive approach to
community consultation. The survey collects data about how often and why people
access libraries and how satisfied they are with the service.

This information helps libraries tailor their services to community needs. For example,
Boroondara participates in ERLC's survey every three years and uses the results to
inform where it allocates resources. The council's 2016 and 2019 results showed that
the range and quality of books was the most important library aspect for users.
Boroondara's library budget reflects this community priority, with $3.9 million—or 10 per
cent of library expenditure—allocated to purchase new books between July 2019 and
June 2023.

Local Government Victoria satisfaction survey

For a more detailed understanding of community views, councils can add guestions
about libraries to LGV's community satisfaction survey. For example, Boroondara adds
guestions about the importance and performance of libraries as a discrete service.”

Boroondara's response: It is pleasing to see acknowledgement of Boroondara
Library Service's proactive response to community consultation and feedback
received.

Service planning (pp. 37-38)

This section states: “Only Boroondara and ERLC document service plans and link them
with overall council objectives. Without this, councils cannot hold their libraries
accountable for delivering value-for-money services.

Boroondara has a detailed four-year service plan for its libraries, which draws on
community consultation, demographic data and sector trends.

The service plan identifies five service objectives and links specific actions to each one,
with a timeframe for delivery.

Boroondara also documents how the service plan relates to the council’s larger strategic
framework. For example, the plan highlights how the library service will meet the
council's objective of achieving a ‘resilient, safe and inclusive community’, which is set
out in the council’s Municipal Public Health and Wellheing Plan. Linking these strategic
documents ensures decision-making about libraries is consistent with the council's
overall objectives.”

Boroondara’s response: It is pleasing to see acknowledgement of Boroondara
Library Service’'s comprehensive service planning.

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

Monitoring performance (p. 39)

This section states: “The quality of performance monitoring at the audited councils
varies. The larger library services—ERLC, Mornington and Boroondara—monitor more
effectively and regularly because their internal reporting processes encourage it.

Both Boroondara and Mornington set and report on KPIs as part of a council-wide
approach to performance reporting.

Boroondara's KPIs are more comprehensive than Momington’s. They cover a range of
strategic, output and cost measures and five of the eight include specific targets.”

Boroondara’s response: It is pleasing to see acknowledgement of Boroondara
Library Service’'s comprehensive performance monitoring.

Finding efficiencies (p. 40)

This section states: “Boroondara and ERLC have a proactive and systematic approach
to finding efficiencies, which includes research and consultation with vendors and
external service providers, and analysis of performance using available data.”

Boroondara's response: It is pleasing to see acknowledgement of Boroondara
Library Service’s ability to find and implement service efficiencies.

Audit Overview - Conclusion (p. 7)

This section states: “Not all audited councils deliver library services as efficiently and
effectively as they can. This is because some councils miss the opportunity to reduce
costs through sharing services or outsourcing. Audited councils miss these opportunities
because of gaps in how they plan, monitor and review their services. These gaps
include not considering the full cost of service provision and not proactively consulting
communities about their library service preferences and needs. Although we found
examples of better practice at ERLC and Boroondara, all audited councils and ERLC
can improve how they plan and monitor their services.”

Boroondara's response: The Boroondara Library Service has a current customer
satisfaction rating of 87% (2019 Nexus Report and Local Government Victoria
Customer Satisfaction Report) ranking it 11th highest in the state. Hundreds of
positive community member comments were provided about our libraries during the
Boroondara Community Plan consultation.

Within the independent Libraries Work! Report, Boroondara Library Service
delivered $5.10 back into the local economy for every dollar invested in the Library
Services compared to the statewide average of $4.30 for every dollar invested.

Victorian Auditor-General’s Report Council Libraries



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

Findings: Efficiency of shared service models (p. 8)

This section states: “RLCs and co-operative models are, overall, more efficient than
standalone council libraries, because their longer opening hours and high volume of
loans offset their larger investments.”

Boroondara's response: Boroondara Library Setvice has the largest physical
collection in the state and was ranked 5th for cost per loan as per the Public
Libraries Victoria data, demonstrating the value of the collection for our borrowers.

RLCs have to create their own resource infrastructure, whereas stand-alone council
libraries can leverage existing resource infrastructure. It is counter intuitive to
suggest RLCs are more cost efficient. The report is narrow in its focus and does not
include much information on the qualitative value of public libraries. Furthermore,
the report does not state councils should determine customer experience and the
quality of service to be provided for their local communities.

This section states: “Rural standalone councils tend to be more efficient than
metropolitan ones. They have found ways to deliver core library services to their
communities with less financial investment, for example by sharing facilities with other
council or community services.”

Boroondara’s response: The argument that there is an efficiency comparison to be
had between metropolitan and rural libraries is fundamentally flawed. The report
discusses that in rural councils, libraries often share spaces with general stores,
town halls or community centres to make use of available community space. The
lack of sufficient library staff is often evident, in small spaces with limited collections.
Due to funding pressure, rural libraries are starting to offer 24/7 unstaffed libraries. It
is unfortunate that a lack of service provision is being advocated for as being
efficient with a lack of consideration for the quality of community facilities.

Measuring the efficiency of shared service models (p. 24)
This section states: “We used data envelopment analysis (DEA) to determine whether
RLCs and co-operative models deliver on their perceived financial benefits.

As with any economic benchmarking tool, DEA has limitations. For example, it does not
account for service guality or factors that make organisations different from each other,
such as geographic or socio-economic factors. It also relies on the accuracy and
consistency of available data. Despite this, DEA can provide insights on how well
libraries use their resources.

Due to differences in services across libraries, we limited our analysis to the common
outputs of libraries: number of loans, total opening hours across all branches and
number of attendances at programs and events.”

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

Boroondara’s response: The analysis only reviews an arbitrary set of ‘core’ library
services of loans, opening hours and attendances at programs and events. This
does not account for visitation, home library service deliveries, library enquiries,
website hits, catalogue hits, app usage, WiFi sessions, PC bookings, study spaces,
meeting room bookings, local and family history research etc. which are all central
to the operation of a contemporary library service. Justification for this limitation is
only described as being due to 'differences in services across libraries’.
Furthermore, the report merely notes that ‘library staff deliver other services not
captured by our analysis.’

There is also no consideration of the available area of each the library service
branch nor the hours a customer might spend while visiting - some of our
community members stay all day in our libraries. As the report is based upon an
inadeqguate selection of council library functions, it is not possible to draw these
concrete conclusions about cost efficiencies for any of the libraries in this audit.

Measuring the efficiency of shared service models (p. 26}

This section states: “Our analysis showed that RLCs and co-operative models are,
overall, more efficient than most standalone council library services. When considering
loans and opening hours, 10 of the 12 RLCs and co-operative libraries were among the
top half of the most efficient library services. Four RLCs were among the 10 most
efficient library services.”

Boroondara's response: Efficiency can only be compared with like to like services
and programs, which this analysis does not adequately do. The efficiency of shared
service models provides a broad spread of efficiencies for regional library
corporations and co-operative models as do standalone Councils. Scores range
from 0.36 (least efficient) to 1.0 {(most efficient) across the state. Conversely two of
the RLCs and co-operative libraries are among the bottom half of the library
services and six of the top 10 deemed to be the most efficient library services are
standalone councils.

Although noted in the report, the fact that the Balwyn Library, our busiest branch,

was closed during the analysis period of 2017-18 was not taken into consideration
in the calculation. The efficiency model is compromised as it was based upon our
reduced loan statistics and programming at that time.

Even if the analysis was sound, it is difficult to use this data to draw a conclusion of
any particular model of service delivery being more or less efficient than another,
particularly given the spread of results for regional library corporations and co-
operative models are from least (0.53) to most expensive (1.0). This renders the
overall recommendation invalid.

Victorian Auditor-General’s Report Council Libraries



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

Shared Library Services (p.23)

This section states: “Despite the potential financial advantages of shared service
models, only two of our audited councils, Alpine and Buloke, have reviewed their service
model.”

Boroondara’s response: Boroondara Library Service review its service model every
four years as part of the Library Services Plan. Recently, changes have been made
to the staffing structure, purchasing arrangements and new technology
implementation. Ten years ago, Boroondara Library Service was the first library
service to introduce Radio-frequency Identification (RFID) technology. The review of
shared services is not the only way to review and improve a service.

Perceived benefits and limitations of library service models (p.24)

This section states: "The key perceived benefit of shared library services—whether as
an BLC or a co-operative model—is that their greater economy of scale allows for more
efficient services.

Perceived limitation of single council - Fewer opportunities for economies of scale.”

Boroondara's response: There are not fewer oppartunities for economies of scale
for a standalone council. Boroondara is a significant operation with six locations
opening 335 hours per week. Boroondara hold the largest physical collection in the
state and is ranked within the top 10 for opening hours, memberships, visits,
website visits and loans.

Perceived limitation of single council - Less purchasing power

Boroondara’s response: There is not less purchasing power for a standalone
council. The state-wide Library Management System provides opportunities for
increased purchasing power and incorporates opportunities to share collections.
The MAV and Procurement Australia provide panels of suppliers which unlocks
increased purchasing power across a wide range of library suppliers. Boroondara
Library Service currently utilise the Procurement Australia contract for a significant
proportion of its purchases. There are opportunities to share electronic resources
and Boroondara Library Service is currently exploring these opportunities with other
library services across the state.

This section states: “Perceived limitation of single council - Reduced capacity-building
opportunities for staff.”

Boroondara'’s response: There are not reduced capacity-building opportunities for
staff at standalone councils. Boroondara library staff have access tc an internal
secondment program within the library service and across council. A number of our
library staff have also taken secondment opportunities with other libraries across the
state. Council has a significant learning and development program including access
to support options to undertake further study.

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

The City of Boroondara will respond to VAGQO's recommendations as follows:
“We recommend that Victorian councils and regional library corporations:

1. improve library service planning by:
documenting service plans
» conducting detailed and regular community consultation to understand community
expectations for library services
* linking delivery of library services to identified community needs and overall council
objectives”

Boroondara’s response: Boroondara Library Service will continue to undertake
comprehensive service planning, proactively respond to community consultation
and feedback received and undertake comprehensive performance monitoring.

2. ‘identify the full costs of their library services, including indirect costs, to inform
benchmarking, planning and monitoring services”

Boroondara’'s response: Boroondara Library Service will continue to review areas
for improvement such as highlighted in VAGO's report: “[Boroondara]... conducted
a review that compared internal processing costs against two shelf-ready vendors.
The review found that switching to shelf-ready collections would save an average of
$4.34 per adult fiction or non-fiction item. The review also highlighted that
outsourcing its processing would make items available to the public more quickly.
Boroondara has begun phasing in shelf-ready collections, starting with adult and
junior fiction.” (page 41)

3. “work with Public Libraries Victoria to ensure the cost data it reports as part of its
annual survey is consistent and comparable”

Boroondara’s response: Boroondara Library Service will actively work in
collaboration with Public Libraries Victoria to ensure the cost data it reports as part
of its annual survey is consistent and comparable.

4. ‘investigate ways to achieve cost efficiencies such as through alternative library
service delivery models, shared service arrangements or outsourcing.”

Boroondara’s response: As noted above, Boroondara Library Service will continue
to investigate ways to achieve cost efficiencies such as highlighted in VAGC’s
report. (page 41)

More specifically, Boroondara Library Service will review the opportunity provided
by the state-wide Library Management System and opportunities to share
collections. Shared procurement will continue to be utilised through the MAV and/or
Procurement Australia. Boroondara Library Service is currently exploring
opportunities to share electronic resources with other Victorian Library Services.

Victorian Auditor-General’s Report Council Libraries



RESPONSE provided by the Acting Chief Executive Officer, Boroondara—continued

| wizh to reiterate that Library Services impad positively an community and social well-
being and ara highly regarded by the Boroondara community.

Yours sinceraly

cch-ﬂ}"”

Crarolyn MoZlean
Acting Chief Executive Officer

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Chief Executive Officer, Buloke

a
Y

BULOKE
SHIRE COUNCIL

AL CORRESPONDENCE T0:

WYCHEPROOF

367 Broodway, PO Box 1
Wycheproof VIC 3527
ALL ENQUIRIES:

Ph: (03) 5478 0100
Fox: (03) 5493 7395

Email: buloke@buleke.vic gov.ou

Victorian Auditor-General’s Report

File Ref: CR/07/16
Enquiries: Mark Remnant (5478 0175)
Date: 30 October, 2019

Mr Andrew Greaves
Auditor General

Level 31/35 Collins Street
Melbourne 3000

Dear Mr Greaves,
RE: Audit Report — Council Libraries

Thank you for your letter dated 16 October 2019, regarding Buloke Shire Council’s
participation in the Audit Report into Council Libraries. Council has appreciated the
opportunity to provide responses throughout the process and to the draft report.

Council undertook a major review of the library service throughout 2016 and changed the
service delivery model to improve the effectiveness of the service and meet the changing
needs of the community. Throughout this process, Council engaged heavily with the
community and feedback on the new service has been overwhelmingly positive.

Based on our review of the Audit Report, Buloke Shire Council accepts all of the
recommendations outlined. Pleasingly, Council has commenced actions to address many of
the recommendations as part of our commitment to continuous improvement. Council’s
responses to the recommendations are outlined in more detail below.

Buloke Shire Council is committed to providing the best service possible and we recognise
the value of the report recommendations.

If you have further queries, please feel free to contact me on 1300520520.

Yours sincerely

(A

Anthony Judd
Chief Executive Officer
Buloke Shire Council

Council Libraries
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RESPONSE provided by the Chief Executive Officer, Buloke—continued

Buloke Library Service action plan to address recommendations from Council Libraries Audit 2019

No VAGO recommendation

1

Council Libraries

Improve library service planning by:

- Documenting service plans.

- Conducting detailed and regular
community consultation to
understand community
expectations for library services.

- Linking delivery of library services
to identified community needs and
overall council objectives (see
Sections 3.3 and 3.4)

Identify the full costs of their library
services, including indirect costs, to inform
benchmarking, planning and monitoring
services (see Section 3.2)

Work with Public Libraries Victoria to ensure
the cost data it reports as part of its annual
survey is consistent and comparable (see
Section 3.2)

Investigate ways to achieve cost efficiencies
such as through alternative library service
delivery models, shared service
arrangements or outsourcing (see Section
3.6).

Action

1.1 Comprehensive service review
completed with findings to inform a Buloke
Shire Library Service Plan which sets clear
objectives and follows best practice.

1.2 Community survey to be undertaken as
part of service review. Date set for next
survey with survey to be repeated every two
years.

1.3 Action plan developed to include co-
ordinated promotion, feedback and
consultation opportunities in the community.
A feedback box implemented at each site.

1.4 The Buloke Shire Community
Engagement Strategy is reviewed with the
library service as a key pillar, linking the
library with points of consultation and
feedback Council seeks as an overall
organisation.

1.5 The role the Buloke Library Service plays
is identified in the Municipal Early Years
Strategy, Youth Strategy and Inclusiveness
Plan,

1.6 The Buloke Library Service and its ability
to help achieve overall council objectives is
considered with the review of the Buloke
Shire Plan (which includes the Municipal
Health and Wellbeing Plan) in 2020, for 2021,
with links clearly demonstrated.

2.1 Structure developed to capture the full
cost of library services (direct and indirect) to
inform future budget considerations.
Formula built-in to back end finance
operations for accurate on-going cost
capturing.

2.2 Use PLV and LGPRF data to benchmark
annually.

3.1 As per above, outcome of 2.1 will inform
this work.

4.1 Investigations seeking further efficiencies
will be a key part of the Service Plan. Council
will enact three yearly monitoring to ensure
efficiencies are being captured.

Victorian Auditor-General’s Report

Completion
date

February
2020

November
2019

November
2019

April 2020

March
2020

September
2020

February
2020

October
2020

February
2020.

February
2020



RESPONSE provided by the Chief Executive, ERLC

= DISCOVER
=CREATE

EASTERN REGIONAL LIBRARIES

ELECTROMNIC TRANSMISSION ONLY

b, Ancrew Greaves
Auditor-General

Wictorian auditor-General's Office
Lewvel 31, 35 Callins Street
helbournesIc 3000

1300737 217

Dear W Greaves
AUDIT REPORT: COUNCIL LIBRARIES

Eaztern Regional Libraries Corporation (ERLC) is pleased to have the opportunity to comment on the report
"Cowncil Libraries’,

we would liketo acknowledze the work undertaken by both your audit team and the appointed consultants.,

The audit provided a wseful opportunity to stand back from our day-to-day work: to look at the services we
provide for the communities of our WMember Councils; how and why we provide them; and at what cost and
benefit to our Mermber Councils and their communities,

WA Y OLRLIBRARY.COM AL

Having fresh, independent eyes review your services is a real value add for this organisation. This has already
inspired us to review 16 plans, strategies, etc. of our Member Councils to see which of their goals and
strategies we: currently support; could offer further support to; or begin to support (refer Attachment 1),

We will be also seeking further information about the Data Envelopment Analysis (DE&) model used in the
Audit Report to see how this might also be applied to individual aspects of our service delivery.

In relation to the overall report, ERLC supports recommendations 1to 4 in relation to council library services,

Finally, ERLC would like to take the opportunity to thank your team and consultarts for the collaborative
approach taken in the audit.

Yours sincerely

o

Joseph Cullen

Chief Executive
24 October 2019

1350 FERNTREE GULLY ROAD, SCORESEY, VIC 3179

Victorian Auditor-General’s Report Council Libraries



RESPONSE provided by the Chief Executive, ERLC—continued

ATTACHMENT 1

ERLC actlen plan to address recommendations from the Audit Report: Councll Lbrarles

Ho VAGO recommen Completion
date

1 Improve library service planning by:
= docurmenting service plans ERLC will continue to prepate: Ongoing

A service plans for specific library services -
current example s, amongst others, include:
Collection; &gzed Services; Literacy Strategy;
and

o its A-vearLibrary Plan taking into account its
tember Councils’ Council Plans.

= conducting detailed and regular ERLC will continue with its: ongoing
com Uity consultation to understand
community expectations for library
SErvices

~f biennial independent survey of members
and non-mermbers;

A ad-hac surveys forparticular services, a
recent example (since the Audit] is surveying
parents and guardians about storytimes; and

4 annual Eastern Regional Librares Member
Survey.

= linking delivery of library servicesto Ongaing
identified community needs and overall

council objectives

Using the information source s identified above,
ERLC will link its services to identifie d com munity
needs.

Since the Audit, ERLC has undertaken a review of Ongoing

16 plans, strategies, ete of our Member Cauncils
to reviews their community goals and strate gie s,
Wie are usingthe review to see which goals and
strate gies of our Member Councils we:

o currently support;
A could patentially affer further support to; or

4 could begin to support.

This information will be used ta guide our service
planning.

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Chief Executive, ERLC—continued

ATTACHMENT 1 {Cont.)

No WAGO recommendation

monitoring services

2 Identify the full costs of their library
service s, including indirect costs, to
inform benchmarking, planning and

ERLC action plan to address recommendations from the Audit Report: Council Libraries

Action

Asnoted inthe Audit Report, ERLC includes its
indire ct costsforits services. These are detailed
as part of its Annual Budget and are
independently audited by WAGD at vear'send.

ERLC reportsthe full costs of delivering its
setvices as part of the annual PLY survey so it can
use that information source for benchmarking
purposes. Howewer, see comments at 3 below.

ERLCwill be seeking further information about
the Data Enveloprent Analysis (DEA) model used
in the Audit Report to see how this might also be
applied to individual aspe cts of our service
delivery.

Completion
date

Jngoing

Jngoing

2020

cotmparable

3 wark with Public LibrariesWictoriato
ensure the cost data it re ports as part of its
annual survey is consistent and

ERLCis cammitted to working with PLY and LG
to ensure the cost datarepaorted as part of the
annual survey is consistent and comparable.

angoing

arrangerments or outsourcing

L Investigate ways to achieve cost efficiencies
such asthrough alte rnative library service
delivery models, shared service

ERLCis constantly reviewing its services, costs,
and service delivery models. Examplesto date of
outsourced service s include:

A shelf Ready Library Materials.
Ao rmanagement, maintenance, ahd service.

) Payroll and financial services.

ERLC is currently warking with other library
services on an eResources consortium that will
achieve abetter overall collection for the
comrunity, with ongoing savings for the
cansartium members.

ERLCwill [ook at the beneficial enterprises'
opportunities that an amended Local
Government Ack may provide, if and when
enacted into le gislation.

Jngoing

2020

Subject to
legislation
being
enacted

Victorian Auditor-General’s Report
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RESPONSE provided by the Mayor, Mornington

MORNINGTON
Ref: A9357392 PENINSULA

Shire
30 October 2019

Mr Andrew Greaves

Auditor General

Victorian Auditor General's Office
Level 31/35 Collins St
MELBOURNE VIC 3000

Dear Mr Greaves,
RE: COUNCIL LIBRARIES

Thank you for your letter dated 16 October 2019 inviting the Shire to provide an Action Plan to
address the recommendations on the above audit report, in relation the Local Government Act
1989, whereby councils must use their resources efficiently and effectively, and services they
deliver must meet community needs.

Mornington Peninsula Shire greatly appreciated the opportunity to contribute to the audit into
Council Libraries. The audit and subsequent recommendations will significantly assist councils to
deliver more cost-effective library services to the community.

The Shire welcomes the proposed recommendations in the audit:
1. Improve library service planning by:
a. Documenting service plans
b. Conducting detailed and regular community consultation to understand community
expectations for library services
c¢. Linking delivery of library services to identified community needs and overall council
objectives
2. Identify the full cost of their services, including indirect costs, to inform benchmarking, planning
and monitoring services
3. Work with Public Libraries Victoria to ensure the cost data it reports as part of its annual survey
is consistent and comparable
4. Investigate ways to achieve cost efficiencies through alternative library service models, such as
shared service arrangements or outsourcing

The Shire nominated Stephanie Wilson, Coordinator Libraries as the contact officer for the audit.
Stephanie and other officers have reviewed the proposed performance audit and provided the
attached submission which indicates how the Shire will address the proposed recommendations
and an amendment to the Acquittal Table.

If you have any queries please contact Stephanie Wilson Coordinator Libraries on phone 5950 1704.
Yours Siqngl_arely}

fhe C

Councillor David Gill
Mayor — Mornington Peninsula Shire

Privale Bag 1000, 90 Besgrove S, Rosebud VIC 3939 = p: 1300 850 600 = e: customersenvice@mompen.vic.gov.au * w: mompen.vic.gov.au * ABN 53 159 890 143
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RESPONSE provided by the Mayor, Mornington—continued

Mornington Peninsula Shire action plan to address recommendations from Council Libraries

Completion
No VAGO recommendation Action date
1 Improve library service planning by: Implement a community consultation June 2021
a. Documenting service plans pracess, to develop a libraries strategy to be
b. Conducting detailed and regular included in the Shire Council Plan objectives
community consultation to understand ~ Review every 2 years through a consultation o ;o
community expectations for library process
services
¢.  Linking delivery of library services to
identified community needs and overall
council objectives.
2 Identify the full cost of their services, including Work with finance department to review Dec 2020
indirect costs, to inform benchmarking, planning budget lines as part of the Shire’s Business
and monitoring services. transformation process.
3 Work with Public Libraries Victoria to ensure the PLV group initiative NA
cost data it reports as part of its annual survey is
consistent and comparable
4 Investigate ways to achieve cost efficiencies Identify cost saving alternative service June 2021
through alternative service models, such as models and complete a service review as
shared service arrangements or outsourcing part of the Shire’s Business Transformation

project process.
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RESPONSE provided by the Secretary, DELWP

PO Box 500, East Melbourne,
Victoria 8002 Australia
delwpvic.govau

Mr Andrew Greaves File: LG/15/3036
Auditor-General Ref: SEC014404
Victorian Auditor-General's Office |

Level 31, 35 Collins Street
MELBOURNE VIC 3000

Ardres,

Dear Auditor-&General
PROPOSED PERFORMANCE AUDIT REPORT - COUNCIL LIBRARIES

Thank you for your letter of 16 October 2019 providing the Department of Environment, Land, Water
and Planning (DELWP) with an opportunity to comment on the proposed performance audit report -
Council Libraries.

DELWP appreciates the work of your office in the conduct of this audit. As highlighted in your report,
public library services deliver many important benefits to the Victorian community and it is important
that these services are delivered efficiently and effectively.

You have requested submissions to, andfor comments on, the proposed report as well as actions
proposed to be taken in relation to each of the recommendations directed towards DELWP.

DELWP supports all four recommendations directed towards the department. Details of DELWP's
response to the report's recommendations are provided in the attached plan. It is also noted that
DELWP has provided extensive feedback and commentary on the provisional draft of this report.

Should you require further information in relation to the matters raised, please contact Dr Graeme
Emonson, Executive Director, Local Government Victoria, on telephone (03) 9948 8501 or via email
graeme.emonson@delwp.vic.gov.au.

Yours sincerely

2

John Bradley
Secretary

2%,10 (‘i

Encl.

Any personal information about you or a third party in your correspondence will be protected under the provisions of the

Privacy and Data Protection Act 2014. It will only be used or to ial, Statutory Authority, or
departmental staff in regard to the purpase for which it was provided, unless required or autherized by law. Enquiries ORIA
about access to information about you held by the Department should be df d to fol.unit@delwp vic.gov.au or FOI st

Unit, Department of Environment, Land, Water and Planning, PO Box 500, East Melbourne, Victoria 8002,

Council Libraries Victorian Auditor-General’s Report



RESPONSE provided by the Secretary, DELWP—continued

Department of Environment, Land, Water and Planning action plan to address recommendations from

Council Libraries

Completion

No VAGO recommendation Action date

1 DELWP wark with the library sector to ensure DELWP supports this recommendation 30
that Local Government Performance Reporting DELWP will seek advice from the library September
Framework indicators reflect the changing roles sector through the Local Government 2020
of libraries. Performance Reporting Framework (LGPRF)

Technical Working Group(s) on the suitability
and relevance of the LGPRF library indicators,
together with any recommendations for
refinement.

Recommendations (if any) for variations to
the LGPRF indicators will be provided to the
Minister for Local Government for
consideration.

2 DELWP work with Public Libraries Victoria to DELWP supports this recommendation 30
standardise performance data about council DELWP will invite Public Libraries Victoria to September
libraries participate in the 2020 LGPRF Technical 2020

Working Group(s) that consider
opportunities to standardise performance
data about council libraries.
Recommendations (if any) for variations to
the LGPRF indicators will be provided to the
Minister for Local Government for
consideration.

2] DELWP review the mix of recurrent and grant DELWP supports this recommendation 30 June
program funding to determine if it is the most DELWP will undertake a review of the mix of | 2020
efficient and effective way to fund libraries, recurrent and grant program library funding,
including by reviewing the method of allocating including reviewing the method of allocating
recurrent library funding to Victorian councils. recurrent library funding to Victorian

councils.

4 DELWP develop and implement a plan to support | DELWP supports this recommendation 30 June
shared service initiatives that improve the DELWP will develop a plan for supporting 2020
efficiency of council libraries, in consultation with | shared library services in consultation with
councils, the Municipal Association of Victoria, the Municipal Association of Victoria, the
the State Library of Victoria and Public Libraries State Library of Victoria, Public Libraries
Victoria Victoria, and councils (noting that council

library services are also represented by both
the Municipal Association of Victoria and
Public Libraries Victoria).

Victorian Auditor-General’s Report
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RESPONSE provided by the Chief Executive Officer, MAV

LEVEL 12 60 COLLINS STREET MELBOURNE
GPO BOX 4326 MELBOURNE 3001

: T03] 9667 5555 F03] 9667 5550
MUNICIPAL ASSOCIATION OF VICTORIA www.mav.asn.au

29 October 2019
Ref: File No 34168

Mr Andrew Greaves
Auditor-General

Level 31, 35 Collins Street
Melbourne VIC 3000

Dear Mr Greaves

Performance Audit Report — Council Libraries

Thank you for your letter of 16 October 2019 providing the Municipal Association of Victoria
(MAV) with the proposed report for the Performance Audit - Council Libraries.

The MAV welcomes the audit findings and accepts all of the audit recommendations.

We appreciate the valuable contribution that such audits provide to assisting councils in
meeting community expectations of their library services in a financially sustainable way.

The MAV is committed to working with Local Government Victoria and Public Libraries
Victoria (PLV) and all councils in the implementation of the recommendations.

Specifically, the recommendation to MAV that we share lessons learned from our
governance of the Swift Library Consortium with Public Libraries Victoria is well in train, and
a formal Memorandum of Understanding governs the relationship between MAV and PLV.
The MAV will also participate on the PLV reference group being established to provide
oversight to the state -wide library management system which is the successor to ‘Swift'.

We acknowledge and appreciate the constructive approach taken by VAGO in the conduct
of this audit, and the consideration given to the input made by the MAV.

Yours sincerely

KERRY THOMPSON
Chief Executive Officer

cc. Cr Coral Ross, MAV President
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Figure B1

Victorian council library services

Library service
Regional library corporations

Casey-Cardinia Library
Corporation

Corangamite Regional Library
Corporation

Eastern Regional Libraries
Corporation

Geelong Regional Library
Corporation

Goldfields Library Corporation

Goulburn Valley Regional
Library Corporation

West Gippsland Regional
Library Corporation

Whitehorse Manningham

Regional Library Corporation

Wimmera Regional Library
Corporation

Yarra Plenty Regional Library

Co-operative

Central Highlands Library

High Country Library Network

Swift member

Yes

No

No

No

No

Yes

Yes

No

Yes

No

Yes

Yes

Member councils

Casey City, Cardinia Shire

Colac Otway Shire,
Corangamite Shire, Moyne
Shire, Warrnambool City

Knox City, Maroondah City,
Yarra Ranges Shire

Golden Plains Shire, Greater
Geelong City, Borough of
Queenscliffe, Surf Coast Shire

Greater Bendigo City, Loddon
Shire, Macedon Ranges Shire,
Mount Alexander Shire

Moira Shire, Greater
Shepparton City, Strathbogie
Shire

Bass Coast Shire, Baw Baw
Shire and South Gippsland
Shire

Manningham City, Whitehorse
City

Hindmarsh Shire, Horsham
Rural City, Northern Grampians
Shire, West Wimmera Shire,
Yarriambiack Shire

Banyule City, Nillumbik Shire,
Whittlesea City

Ararat Rural City, Ballarat City,
Central Goldfields Shire,
Hepburn Shire, Moorabool
Shire, Pyrenees Shire, Southern
Grampians Shire

Alpine Shire, Benalla Rural City,
Mansfield Shire, Wangaratta
Rural City

Council Libraries
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Figure B1

Victorian council library services—continued

Library service
Single councils
Bayside City
Brimbank City
Buloke Shire
Campaspe Shire
Boroondara
Darebin City

East Gippsland Shire
Frankston City
Gannawarra Shire
Glen Eira City
Glenelg Shire
Greater Dandenong City
Hobsons Bay City
Hume City

Indigo Shire
Kingston City
Latrobe City
Maribyrnong City
Melbourne City
Melton City
Mildura Rural City
Mitchell Shire
Monash City
Moonee Valley City
Moreland City
Mornington Peninsula Shire
Murrindindi Shire
Port Phillip City
Stonnington City
Swan Hill Rural City
Towong Shire
Wellington Shire
Wodonga City
Wyndham City
Yarra City

Swift member

No
No
Yes
Yes
No
No
No
No
Yes
No
Yes
Yes
No
No
Yes
No
Yes
No
No
Yes
Yes
Yes
No
No
No
No
No
No
No
Yes
Yes
Yes
Yes
No

Yes

Source: VAGO, based on publicly available information.

Member councils
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PLV’s annual survey asks Victorian libraries to provide their number of FTE
employees. In our survey, we asked libraries to confirm their FTE employees for
2017-18 and spread them across the four functions outlined in Figure C1.

Figure C1
Library staff functions

Library function Description

Branch staff Any staff working in client-facing roles in
library branches. For example, librarians,
customer service and program delivery
workers.

Central staff—technical Non-client facing library staff, excluding
cataloguing staff. Includes library co-ordinators
and managers.

Central staff—cataloguing Purchasing, barcoding, covering and
registering collection items.

Other (@ Corporate or ‘back office’ services that support
the delivery of library services. For example,
human resources and payroll, information
technology, governance, record management
and reporting.

(a) Only RLCs and co-operative model libraries were required to complete this section, as these
functions sit within the council at other libraries.
Source: VAGO.

We also asked whether library services use volunteers and what other services
their branch staff deliver.

We sent our survey to the library manager at all 47 Victorian council library
services, and received responses from all of them. We excluded Buloke from our
data analysis because in 2017-18 it was still part of Wimmera Regional Library
Corporation and did not run its own library service.

Victorian Auditor-General’s Report Council Libraries
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Appendix D
Data envelopment
analysis

Methodology

Government agencies often measure the efficiency of services by using a cost
per output ratio. In contrast, DEA uses multiple inputs and outputs to
benchmark efficiency across a group of organisations, such as libraries, that
deliver similar services. In applying DEA, the most efficient libraries of the group
receive a score of one. The remaining organisations receive a score between
zero and one, which shows how their efficiency compares to the most efficient
organisation of the same group, as shown in Figure D1.

Figure D1
Data envelopment analysis

MOST EFFICIENT

- N A
®> Inputs 1.00 Library A
Full-time equivalent ~ /
Collection size ( N\
0.98 Library B
\ /
°*>
( A
Outputs &> 0.85 Library C
Number of loans J
Opening hours 4 N\
Program attendance 0.65 Library D
\ J @

Source: VAGO.

An advantage of DEA is that it does not apply a uniform weighting to each input
and output. Instead, the score for each organisation reflects the weighting that
gives that organisation the highest possible score.

Inputs and outputs

Figure D2 outlines the inputs and outputs we used for our analysis and why.
Except where specified, all data came from the PLV 2017-18 annual survey.
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Figure D2

Selected DEA indicators

Data used Rationale

Inputs

FTE employees

Collection size

Main outputs

Loans

Opening hours

Additional outputs

Program attendance

Source: VAGO.

Combinations

Staff costs account for around 70 per cent of library

expenditure across the state.

Due to differences in how councils and RLCs record
indirect FTE, we excluded them. We also excluded
cataloguing FTE, as many libraries outsource this

function.

See Appendix C for detail on how we collected this data.

The cost of acquiring and maintaining collection items is
another large investment for libraries. We included both
physical and digital collection items for this input to
reflect the growing use of e-resources in the sector.

Traditionally, lending has been the primary activity of
libraries and it continues to be a key service of council
libraries in Victoria. We included both physical and digital

loans for this output.

This output reflects libraries’ role as a free and accessible
public place. Longer opening hours mean that members
have more time to visit the library and access its

services.

Libraries offer a range of educational programs in areas
such as childhood, adult and digital literacy. This output
measures the number of people attending library

programs each year.

We applied DEA using two combinations of the inputs and outputs in Figure D2.
Figure D3 outlines these combinations.

Figure D3
DEA combinations
Combination

Combination 1:
Core library services

Combination 2:
Programs and
events

Source: VAGO.

Inputs

e FTE employees .
e Collection size .
e FTE employees .
e Collection size .

Outputs

Number of loans

Total opening hours across
all branches

Number of loans

Total opening hours across
all branches

Number of attendances at
programs and events
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Limitations

Our analysis measures efficiency. It does not account for the quality or range of
services that council libraries deliver.

Due to differences in services across libraries, we limited our analysis to the
common outputs of libraries outlined in Figure D3. However, library staff deliver
other services not captured by our analysis, for example:

e home library services (delivery of collection materials to members unable to
visit their local library due to illness, age, or disability)

e computer and internet access

e |ocal and family history research
e meeting rooms for public use

e Justice of the Peace services

e customer service and enquiries.

Figure D4 shows the efficiency scores for all library services across the two DEA
combinations. An efficiency score of one means the library service is the most
efficient of the group, but does not mean it could not become more efficient.

Figure D4
Data envelopment analysis results, Victorian libraries 2017-18

Core Programs

Service delivery library and
Library model services events
Goldfields Library Corporation RLC 1.00 1.00
Glenelg Shire Council 1.00 1.00
East Gippsland Shire Council 1.00 1.00
Towong Shire Council 1.00 1.00
Indigo Shire Council 1.00 1.00
ERLC(@ RLC 1.00 1.00
Whitehorse Manningham Regional
Library Corporation RLC 0.90 0.90
Yarra Plenty Regional Library RLC 0.87 1.00
Glen Eira City Council 0.84 1.00
Murrindindi Shire Council 0.82 0.96
Casey-Cardinia Library Corporation RLC 0.82 0.82
Mornington (@ Council 0.81 0.81
West Gippsland Regional Library
Corporation RLC 0.78 0.89
Campaspe Shire Council 0.74 0.79
Central Highlands Library Co-operative model 0.73 0.73
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Figure D4
Data envelopment analysis results, Victorian libraries 2017-18—continued

Core Programs

Service delivery library and
Library model services events
Geelong Regional Library Corporation RLC 0.69 0.86
Corangamite Regional Library
Corporation RLC 0.68 0.68
Gannawarra Shire Council 0.67 0.68
Hobsons Bay City Council 0.67 0.91
Wyndham City Council 0.65 0.73
Mitchell Shire Council 0.63 0.95
Melbourne City Council 0.63 0.71
Goulburn Valley Regional Library
Corporation RLC 0.63 0.78
Monash City Council 0.62 0.69
Yarra City Council 0.60 0.69
Darebin City Council 0.60 0.60
Boroondara(@® Council 0.60 0.60
Stonnington City Council 0.59 0.59
Moonee Valley City Council 0.59 0.78
Greater Dandenong City Council 0.59 0.60
Melton City Council 0.56 0.82
Wellington Shire Council 0.56 0.66
Frankston City Council 0.56 0.58
Maribyrnong City Council 0.55 0.56
Bayside City Council 0.55 0.55
Wodonga City(® Council 0.54 1.00
Wimmera Regional Library Corporation  RLC 0.53 0.64

Co-operative
High Country Library Network(@ model 0.53 0.53
Moreland City Council 0.51 0.52
Hume City Council 0.51 1.00
Port Phillip City Council 0.51 0.51
Kingston City Council 0.50 0.53
Brimbank City Council 0.46 0.61
Latrobe City Council 0.44 0.44
Mildura Rural City Council 0.44 0.44
Swan Hill Rural City(@ Council 0.36 0.43

(a) Denotes a council or RLC in our audit.

(b) In 2017-18, Boroondara's Balwyn branch was closed for redevelopment.

(c) Wodonga has fewer opening hours, as it has only one library branch.

(d) Swan Hill has a service agreement with Murray River Council in New South Wales. Swan Hill's
collection includes items for both library services.

Source: VAGO, based on PLV and FTE survey data.
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Report title Date tabled

Managing Registered Sex Offenders (2019-20:1) August 2019

Enrolment Processes at Technical and Further Education September 2019
Institutes (2019-20:2)

Cenitex: Meeting Customer Needs for ICT Services (2019-20:3) October 2019

Auditor-General’s Report on the Annual Financial Report of the November 2019
State of Victoria: 2018-19 (2019-20:4)

Council Libraries (2019-20:5) November 2019

All reports are available for download in PDF and HTML format on our website
www.audit.vic.gov.au

Victorian Auditor-General’s Office
Level 31, 35 Collins Street
Melbourne Vic 3000

AUSTRALIA

Phone +61 3 8601 7000
Email enquiries@audit.vic.gov.au
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