Evidence set 3


Risk Management Approach to Budget Planning

1. Introduction

Sound and effective risk management supports the decision making process, increases the likelihood of the council meeting its objectives and enables it to respond quickly to new pressures and opportunities.

This paper details how the risk management framework has been adapted to support the budget planning process.

2. What is risk?

Within Suffolk County Council we define risk as:

‘Something that may have an impact on the achievement of our objectives
This could be an opportunity as well as a threat’
3. What is risk management?

The term ‘Risk Management’ describes a particular approach to identifying risks (threats and opportunities) and managing them within corporate resources.

“Risk management is the culture, processes and structures that are directed towards realising potential opportunities whilst managing adverse effects.”
Standards Australia AS/NZ 4360:2004

4. The use of risk management 



Risk management is used across the council to support a wide range of activities including; business planning, decision making, scrutiny, policy development, partnership and project management, compliance, and purchasing/contract management.  If risks (threats and opportunities) are identified at an early stage and adequately managed then the chances of success are improved.  

Risk management also has a key role to play in the budget planning process.  All proposed budget savings are potential threats to the quality and quantity of service delivery.  The council therefore needs to risk assess its proposed budget savings to ensure that the impact of savings on service delivery are minimised.

5. Risk management within the budget planning process  

The council has to make savings to meet its resourcing gap and the budget risk assessment described below has been developed to support the budget decision making process.  

Each budget saving will be assessed in terms of:

· Deliverability – how easy will it be to deliver the proposed budget saving? and 

· Impact – what would the impact of the proposed budget saving be on customer service and the delivery of our corporate objectives?

The proposed saving will be scored between 1 (low) and 5 (very high) for both deliverability and impact and then these two scores will be combined using the budget savings risk matrix to give an overall risk rating.

The deliverability and impact definitions have been adapted from the council’s risk management framework to be specific to the assessment of proposed budget savings.  The budget savings risk matrix has also been adapted from the council’s standard risk matrix to reflect the levels of risk associated with the deliverability/impact definitions and the implications of each level of risk.

6. Assessing the budget savings proposals

Each budget saving proposal was assessed by relevant senior officers using the budget risk assessment framework.  The assessments were then moderated by the Principal Risk Officer and the Strategic Financial Planning Manager to ensure that the definitions were applied consistently.  

The information from the moderated assessments have been used to inform the budget decision making process.  The council will want to ensure that as many of the agreed savings as possible are deliverable and will have a minimum impact on service delivery.


Assessing Budget Savings

Table 1: Descriptions for the DELIVERABILITY of the PROPOSED BUDGET SAVING

	Deliverability will be…
	Scale / Level

	Easily achieved within existing arrangements

	1

	Stretching but achievable within existing arrangements
	2

	Difficult to achieve within existing arrangements
	3

	Extremely difficult to achieve within existing arrangements
	4

	Highly unlikely to be achieved within existing arrangements
	5


Table 2: Description and definitions of the IMPACT of the PROPOSED BUDGET SAVING should it occur

	Description
	Descriptor
	Level / Scale

	· Insignificant disruption on internal business – no loss of customer service

· No impact on achieving corporate objective
	Insignificant
	1

	· Some disruption on internal business only - no loss of customer service

· Little impact on achieving corporate objective
	Minor
	2

	· Noticeable disruption to SCC – would affect customers (loss of service no more than 48 hours)

· Noticeable impact on achieving corporate objective
	Moderate
	3

	· Major disruption to SCC – serious damage to organisation’s ability to service customers  (loss of service for more than 48 hours but less than seven days)

· Partial failure to achieve corporate objective
	Major
	4

	· SCC unlikely to survive, or loss of service delivery for more than seven days

· Non delivery of corporate objective
	Catastrophic
	5


Budget Savings Risk Matrix
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Risk associated with the proposed budget saving

	Level of risk
	Indicated by
	Implications

	Very High Risk 
	Red  (((
	Do not proceed with proposal in current format 

	High Risk 
	Amber ((
	Significant amendments required before proceeding

	Medium Risk 


	Yellow  (
	Review proposal carefully before proceeding  

	Low Risk 
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	Proceed with implementation




� The term ‘Existing Arrangements’ means that whilst the proposal is about reducing a financial budget, and therefore there will be a level of financial savings, the proposed budget saving can otherwise be delivered within existing levels of all other resources e.g. staff, ICT etc 
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