Appendix 1


Appendix for Environment & Transport Directorate

BUDGET PLANNING PROPOSALS 2008-11

1.
CONTEXT

1.1
The savings proposals for 2008/09 are being presented by Directorates, as this leads onto the format required for the production of the budget report.

1.2
Three portfolios cover the business of the Environment & Transport Directorate and they are a) Roads and Transport; b) Environment and Waste Management and c) Economic and Cultural Development.  Wherever possible the following report has linked expenditure plans and savings proposals to these different portfolios to allow the debate at Scrutiny Committee to concentrate on their main areas of business.

2.
CONTROLLABLE BUDGET FOR THE DIRECTORATE 

2.1
The controllable revenue budget for Environment and Transport is set out in table 1 and table 2 analyses the position over the key themes in the Better Way for Suffolk.


Table 1:

	Service
	Gross Expenditure

£000
	Gross Income

£000
	Net Budget

£000

	Transport Policy
	462
	53
	409

	Passenger Transport
	30,944
	24,754
	6,190

	Highways Management
	49,478
	30,824
	18,654

	Road Safety
	2,081
	1,321
	760

	Planning Capital Projects
	4,001
	2,396
	1,605

	Rights of Way
	1,186
	5
	1,181

	Resources
	698
	580
	118

	
	
	
	

	2007/08 Budget Sub-Total
	88,850
	59,933
	28,917

	
	
	
	

	Environmental Services
	3,091
	1,540
	1,551

	Waste Services
	22,558
	1,211
	21,347

	Development Policy
	884
	43
	841

	
	
	
	

	2007/08 Budget Sub-Total
	26,533
	2,794
	23,739

	
	
	
	

	Economic Development
	3,108
	1,955
	1,153

	Archaeology
	1,348
	1,027
	321

	
	
	
	

	2007/08 Budget Sub-Total
	4,456
	2,982
	1,474

	
	
	
	

	2007/08 BUDGET TOTAL
	119,839
	65,709
	54,130



Table 2: 

	A Better Way for Suffolk Theme
	Budget

£000

	Innovation in Service Delivery
	

	Promoting Opportunity for All
	

	A Healthy, Prosperous and Safe Suffolk (Road Safety)
	25,132

	High Quality Transport and Access
	27,748

	How We Deliver – A Better Way (Transport Policy)
	1,250

	Total
	54,130



Table 3: Shows the existing capital budget for 2007-08 

	
Scheme
	Expenditure in 2007/08

£000

	New Scheme Preparation - Ipswich Major Scheme
	250

	New Scheme Preparation - Other Schemes
	115

	Structural Maintenance (capitalised from Revenue)
	2,800

	Structural Maintenance (Yr 3 of a 5 year enhanced programme)
	2,800

	Local Transport Plan - Structural Highway Maintenance (incl lighting)
	14,929

	Local Transport Plan - Former Trunk Roads Structural Maintenance
	2,841

	Local Transport Plan - Integrated Transport Schemes
	6,816

	Orbis Energy Project
	2,569

	Waste Efficiency Grant
	400

	Renewals Programme
	1,100

	
	

	From Single Capital Pot/ICT Renewals Fund
	

	IT Solution for Public, Education and Social Care Transport
	15

	Requirements
	-

	Street Lighting and Traffic Signals
	1,000

	New School Buses
	1,500

	Collaborative Funding for Waste Collection Authorities
	750

	Total
	37,885


3.
COST PRESSURES FACING THE SERVICE

3.1
The detailed calculations of these have resulted in the following assessment of inflation and other cost pressures that will affect the services of the directorate in 2008/09.

3.2
To equate these sections in monetary terms, the following is a summary for 2008/09:

	
	£000
	Comment



	Inflation
	
1,484
	2% on all pay, prices and income budgets

	Demand/Demography
	
355
	Extra estate roads and increased quantities of waste.

	Legislation
	
2,332
	Increase in landfill tax

	Additional costs

-
Waste disposal contracts
	
57
	Extra legal responsibilities

	-
Passenger transport
	
50
	Further withdrawals of commercial services

	-
Running costs of capital programme

-
Debt charges on increased capital programme for structural maintenance
	
357


225
	} These will result from the

} implementation of the

} approved capital 

} programme for 2007/08 

	
	
4,860
	


3.3
In addition to this, two significant grants are received by the directorate to maintain key services in highway maintenance (de-trunked road grant £1.8m) and public transport (Rural Bus Grant £2m).  The recently announced Comprehensive Spending Review has indicated that these two grants, alongside many other specific grants will, by 2010-11, be transferred to the new Area Based Grant.  Further details on the amounts and timing of these changes will become known by December.  Clearly, any reduction or changed way of paying these direct grants could have further significant implications for the highway maintenance and public transport areas of spend.

4.
SAVINGS OPTIONS THAT THE DIRECTORATE WILL BE PROPOSING IN 2008/09

4.1
All directorates were initially asked to identify savings that would cover their recurrent cost pressures.  These were considered and assessed against the Council's priorities and deliverability.  Whilst it has been recognised that the increase in landfill tax is unavoidable (£2.332m in 2008/09) the savings requirement the directorate has been asked to deliver is a figure to offset all other inflationary and cost pressures plus about a further £0.7m making a total of £3.128m of savings to be achieved in 2008/09.

5.
THE SAVINGS BEING PROPOSED

5.1
In summary, the following savings are proposed to achieve the target figure of £3.128m.

5.2
Saving options to this value are set out below and are also included in Annex 1:-

	
	
	2008/09
	

	
	
	£000
	

	
	
	
	

	a)
	Securing the Future 
	
107
	These cover a variety of initiatives that are being pursued as part of the Securing the Future programme.  The net savings anticipated in 2008-09 will be closely monitored as these initiatives progress and savings figures are revised.

	
	
	
	

	b)
	Absorbing inflation pressures across all areas of the directorate other than on front line works budgets of highways maintenance and public transport (items 1 to 3)
	
275
	These efficiency targets should be deliverable.

	
	
	
	

	c)
	Existing base budget saving anticipated to accommodate growth in waste arisings, inflation on current contracts etc.

(item 4)  (also see Section 6.1)
	
585
	Because of the expected headroom in the 2007/08 budget as a result of lower quantities of waste arisings in 2006/07, these costs can be absorbed in 2008/09.

	
	Efficiency Savings
	
967
	

	
	
	
	

	d)
	Item 5 Highway Maintenance  (also see Section 6.2)


	
1,318
	Prices are expected to rise by at least 3% together with the running costs of the 2007/08 capital programme and debt charges.  Section 6.2 of the report describes the changes required to budgets/service levels to absorb these costs plus an extra £0.350m. 

	
	
	
	

	
	Less Securing the Future savings
	
107
	

	
	
	
1,211
	

	
	
	
	

	
	
	
	

	e)
	Item 6 Public Transport  (also see Section 6.3)
	
950
	Prices are expected to rise by at least 5% together with the running costs of the 2007/08 capital programme.  Section 6.3 of the report describes the changes required to budgets/service levels to absorb these costs plus an extra £0.350m. 

	
	
	
2,161
	

	
	
	
	

	
	Total Savings
	
3,128
	


5.3
Some £0.97m of efficiency savings in 2008/09 have been identified.  These result from savings opportunities emerging from 'Securing the Future' (£0.107m), expected efficiency savings of £0.275m from employee and goods and services/income (although some of these staff savings will be delivered by the move towards the Strategic Centre), and from base budget savings of some £0.585m within the waste management budget.  The last item is due to the reduction in waste arisings from some 3% to 1.5% p.a. in 2006/07 which is anticipated will continue into 2007/08.  (See also section 6.1 for more details on the waste management budget.)

5.4
The risk scores for the savings proposals to absorb the cost increases on items 5 and 6 are much higher, partly due to the savings decisions to achieve the 2007/08 budget reductions resulting in lower base budget to achieve minimum service outputs in these areas.  (See also sections 6.2 and 6.3 which describe the service level options/implications for 2008/09.)

6.
SERVICE IMPLICATIONS

6.1
Waste Management

6.1.1
Prudent budget management in 2006/07 produced a good outturn with an underspend of £2.36m, some of which related to one-off factors and some to the growth of waste being lower in 2006/07 than forecast.  This allows the costs of the long term waste disposal procurement project to be covered for the period 2008/11.  Current projections suggest that there may also be an underspend in 2007/08 and this will allow the waste service to contain the 2008/09 cost pressures arising from contract inflation, increased volumes of waste and legislative and technical issues covered in item 4 of Annex 1.

6.1.2
The increase in costs arising from the increase in landfill tax costs, as announced by the Chancellor in the spring budget, cannot be avoided in 2008/09.  The change in landfill tax (an increase of £8 per tonne) will result in extra costs of £2.332m per annum in the three-year period. 

6.1.3
The risk that we will not be able to deliver within budget in 2008/09  by drawing on previous underspends is relatively low.  However, for 2009/10 and 2010/11 it is less likely that the waste expenditure will be contained within the projected budget as previous underspends will have been exhausted and the service will be facing new cost pressures.  The waste service must have a new household waste recycling centre contract in place by May 2009 and external bench-marking strongly suggests that the cost of the contract will rise substantially.  Waste costs are highly sensitive to relatively small percentage changes in waste arisings and for the last few years arisings have run below projections but this pattern may not be sustained.

6.2
Highways Maintenance


Efficiency Savings – Non Works Budgets

6.2.1
The real term reduction in staffing budgets for 2007/2008 is being largely addressed through a process of vacancy management.  So far this has not had a major detrimental effect on the front line service.  However, the service is unlikely to be able to sustain further vacancies in 2008/2009 to meet further real-term budget reductions.  It is felt that this would start to have a significant impact in the delivery of the works programmes, in responding to the public and our ability to maintain response standards to severe winter conditions and other highway emergencies.

6.2.2
Consequently, detailed work has been undertaken to identify further income opportunities and there does appear to be some real potential.  The biggest opportunity is in charging for the administration and management of the construction of domestic accesses onto the highway and this opportunity will be pursued further.

Highway Maintenance Works - £1.211m

6.2.3
Much of the revenue savings for 2007/2008 were achieved by a very large reduction in the budget for structural maintenance of pavements.  This was based on a reduction to the statutory minimum level of service which it was proposed could be delivered for one year only.  Thereafter, it was considered that increasing deterioration would dramatically increase the cost of meeting even this minimum level of service and such a course of action would not therefore be economically sustainable.

6.2.4
Revenue funding was therefore reduced to the level determined in the Transport Asset Management Plan for this service level.  Capital investment in category 1 and 2 pavements has continued in order to sustain progress against Best Value Performance Indicator 187 (the condition of Category 1 and 2 Pavements).  

6.2.5
The cost of basic safety repairs in response to inspections is currently running at a level whereby costs are at a higher level than envisaged.  This will be compounded by the absence of a preventative maintenance programme.  Issues have also arisen with maintenance standards on prestige areas such as the Lowestoft Sunrise Project.  The underlying principle of such projects is undermined if they are only maintained to basic minimum standards, rather than commensurate with the original concept.  On top of this, the 2006 results for BV187, the condition of Category 1 and 2 pavements, have shown a decline in condition after several years of improvement.  This is a worrying result, which is being investigated.

6.2.6
All of the above point to a need to significantly reverse the savings made in pavement maintenance in 2007/08.  The amount of restoration would need to be of the order of £800,000.  This is an additional cost pressure giving a total of some £2.011m (i.e. the £1.211m cost pressure for 2008/09 plus the need to reinstate the £0.800m reduction to maintenance of pavements in 2007/08) to be saved within the remaining areas of the Highway Maintenance Revenue Budget.  Within these costs are the on-going costs of implementing new capital schemes that bring with them extra revenue budget requirements. The amount this impacts on the 2008/09 cost pressures is shown in para 3.2 as £0.357k running costs and £0.225m debt charges on an expanded capital structural maintenance programme. These inevitable consequences of a capital approval will have to be absorbed by the directorate's revenue budget for 2008/09.  In future years, we propose to address the future revenue consequences at the time of approval of capital programmes in February 2008.

6.2.7
Some limited savings have been identified which could be delivered with relatively little impact on service delivery.

6.2.8
Firstly, efficiencies have been made in the Winter Maintenance Service.  In particular, greater use will be made of the all-purpose vehicles, performing a range of highway functions, not just road gritting.  This will reduce maintenance and insurance costs and renewals contributions.  In addition, a trend towards milder winters is reflected in a healthy balance in the Winter Maintenance Carry-Forward Reserve and it is probably acceptable to have a base budget model based on a less severe average winter than has historically been the case.  Taking all of these factors into account, a Winter Maintenance base budget saving of £150k is probably achievable.

6.2.9
In the case of the Street Lighting budget, we have been able to mitigate cost pressures to a greater extent than originally envisaged.  Savings in the maintenance regime, the benefits of a continued programme of capital investment, and efforts to contain energy costs all mean that there is scope to absorb inflationary pressures for 2008/2009 within a budget cash limited at 2007/2008 levels.  This amounts to a saving of £100,000 to off-set against the cost pressures.  

6.2.10
The amount of street lighting throughout Suffolk is continuing to rise.  This gives a particular difficulty in managing an ageing and increased stock along with above inflation rises in energy prices.  However, work carried out this year has identified a number of ways of making some revenue savings by good use of capital investment.  Current investigations indicate that significant revenue savings could be realised by a one-off investment to change obsolete and high wattage lamps for more energy efficient pure white lamps.  Further assessment is ongoing and opportunities will be exploited where they arise.  Other options being explored include dimming lights and switching them off overnight.  A trial is ongoing at the Park and Ride sites to look at potential savings that could be realised by these measures.  An assessment is also being carried out into the feasibility of a Private Finance Initiative for Electrical Services.

6.2.11
The current revenue budget covers the routine costs of running street lighting, lit signs and bollards, with a small amount that covers the costs of essential non-routine maintenance such as unexpected failures.  There is a small allowance (about £120,000 across the county) for the migration to more energy efficient lanterns which should help to offset the increase in numbers. For the year 2007/08 most of the replacement of lighting columns that have been identified as structurally unsound are being funded from capital secured from LTP and through the Single Capital Pot bidding process.

6.2.12
Assuming we realise these potential efficiencies on the winter maintenance and street lighting services, the balance of savings to be found is approximately £1.65m.  The opportunities to realise this level of savings are extremely limited.  

6.2.13
Reducing activities funded from the Environment and Safety Budget would, in most cases, have a disproportionate detrimental effect, either on road casualties in Suffolk or on the condition of the highway network. For example: maintenance of road signs and road markings have a direct impact on road safety; drainage maintenance and weed treatment are important to preserve the structural integrity of roads and pavements.  

6.2.14
It therefore becomes inevitable that the saving will have to be found from the structural maintenance of roads.  The budget for this activity in 2007/2008 is approximately £4.1m.  The saving would therefore represent a 40% reduction.  

6.2.15
With an increased shift in recent years from revenue to capital funding of many structural maintenance activities, the revenue funded activities are now largely limited to reactive repairs and preventative surface treatments. A service reduction of £1.5m would, in broad terms, reduce the maintenance of unclassified roads in Suffolk to reactive repairs only, with no preventative maintenance undertaken.

6.2.16
By far the most widely used preventative maintenance treatment is surface dressing, and many of Suffolk’s rural unclassified roads consist of little more than accumulations of periodic surface dressing over many years.  Reducing this activity will lead to an increasing demand for reactive repairs.

6.3
Public Transport - £0.950m

6.3.1 The public transport budget has taken significant cuts following the last two budget rounds.  Efficiency savings have been made, principally from the integration with education transport, and as a consequence of implementing the KPMG report “Procurement of Passenger Transport Services in Suffolk” (2005), but there has also been a significant impact on services. In 2006/7, £0.367m savings were achieved through reducing subsidised services. Agreed service reductions this year will produce a further £0.5m savings, making a cumulative savings figure of £0.867m over two years.

6.3.2 Inflation and other cost increases that will affect the service in 2008/9 account for some 2/3rds of the savings requirement being asked for.  The savings target is £0.950m.  

Explore Card

6.3.3 Approximately 1/3 of the total number of Explore cardholders are provided with a new or updated card each year. The proposal is that a charge of £10 is introduced from the beginning of the school year 2008 for all new and re-issued cards.  Assuming that there would be a 20% drop out from the scheme (a direct effect on 12,600 young people), this would deliver an income of £0.075m in 2008/9 (part year effect) and £0.128m in 2009/10 (full year effect – but see paragraph 6.3.4 below).  This takes into account the cost of income collection.  In addition any lower numbers of cardholders will influence expenditure levels but this effect is likely to be small as those who drop out are likely to be those with low usage of the card.  
6.3.4 The full year saving in 2009/10 will be affected by the establishment of a unitary authority for Ipswich.  A relatively high proportion of cardholders are within the Ipswich Boundary, 15,000 cards (24% of the total).  So income from the card charge will be reduced, but costs of operator reimbursement will also fall. 
Service Reductions

6.3.5 Having already cut those services with a high cost per passenger in previous years it is now much more difficult to reduce services without having a significant impact on the communities that they serve.  The impact of this level of saving would be a significant loss of services across the county.  In looking at where to make service changes, the focus has been and will continue to be on services that have a higher subsidy cost per passenger journey. The availability of alternative services is also taken into account.  Before service changes are implemented, Councillors will be given the opportunity to comment on the proposals.  We estimate that the proposed level of saving might result in withdrawal of some 15 contracts delivering some 150,000 passenger trips and affecting approximately 1,500 passengers.

6.3.6 The effect will fall most heavily on certain groups of people who do not have their own transport, especially young people, older people and those on low incomes.  Principally the journeys lost would have the greatest effect on those passengers residing in rural areas.  

6.3.7 There could be an impact on the level of competition in the market as some operators may fall below the size of operation that is sustainable as a business.  Uncertainty in council investment in subsidised services could undermine the confidence in operators to invest in future provision. 

6.3.8 There would also be a direct negative impact on the Local Transport Plan bus patronage targets.

Lucy Robinson

Director of Environment & Transport

October 2007

� Gross income includes trading income, fees and charges and grant income
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