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THE ARRANGEMENTS FOR THE MANAGEMENT OF BUDGETS AND VALUE FOR MONEY IN ECONOMY, SKILLS AND ENVIRONMENT (ESE) DIRECTORATE
BRIEF Summary OF REPORT

1. This report begins by describing how the corporate budget planning system operates, to provide a context which will apply to all directorates within the authority.

2. The report then provides more detailed information on ESE, showing the scale of the budget and the services within the directorate and an overview of how the directorate is funded.

3. The report then describes and evaluates the arrangements for undertaking financial management and ensuring Value for Money within the directorate.

Action Recommended
	4. To review the arrangements in ESE for the management of budgets.
5. To review the arrangements in ESE for ensuring value for money.


reason for recommendation

6. ESE has a revenue budget of £71.3m and is responsible for Waste Disposal Services, Economic Development, Transport, Archaeology, Countryside and Environmental Services, Highways Services, Network Improvement, Road safety and Passenger Transport.  Budget Management practices are well developed and observed consistently throughout the directorate.  However given the future financial climate and the difficult budget planning arrangements which the council faces, it is appropriate for the committee to review the arrangements for financial management and Value for Money across the directorate as a whole.
Alternative Options

7. This report describes the situation as it currently stands and no alternative options are presented. 

MAIn BoDY OF rEPORT
Overview of Budget Setting in Suffolk County Council
8. Budget planning in the County Council is almost a continuous process which follows a tightly managed and timetabled corporate process.  The approach this year involved setting cash limits for each directorate based on our forecast formula grant and likely council tax increase.  The government honoured its commitment to keep the third year of the local government finance settlement as previously announced.  The distribution of these resources was heavily informed by the priorities in the Suffolk Story and some unavoidable cost pressures.

9. In preparing the budget, directorates and Strategic Finance forecast anticipated cost increases on a rolling three year basis.  Cost increases include forecast pay and price changes, increases in demand for services and other inescapable cost increases (e.g. landfill tax).
10. As part of this process savings were identified to bring the budgeted cost of services into line with the cash limit.  This process involved the Corporate Management Board and Portfolio Holders working through the issues, taking on board the consultation responses and the Council’s priorities, whilst setting an affordable council tax increase.

11. The Council’s budget and scrutiny process is described more fully in the Council’s Resources Budget and Medium Term Financial Plan Appendix 1 Pages 2 to 65.

http://apps2.suffolk.gov.uk/cgi-bin/committee_xml.cgi?p=doc&id=1_13812&format=doc
12. The draft budget proposals are subject to scrutiny by Resources, Finance and Performance Scrutiny Committee prior to decisions by the Cabinet and County Council. 
Background Information
13. The ESE Directorate, of which Lucy Robinson is the Director, is one of five directorates within Suffolk County Council. The directorate employs in excess of 800 employees, of which around 85 are located in the ESE Service Office.
14. The Service Office operates four distinct work streams.  These are:

a) Sustainable Transport – Andrew Guttridge;

b) Sustainable Development – Vacant;

c) Skills for the Future – Judith Mobbs; and

d) Sustainable Environment – Bryn Griffiths

15. The majority of staff in ESE work in Service Delivery, headed by Mike Manning – Service Director.

16. The ESE directorate contributes to the Council’s strategic objectives as defined in the Suffolk Story as follows:
17. A strong and dynamic jobs market – ESE leads the Council’s work to support the development and expansion of businesses in Suffolk, so helping to create new jobs.  We focus our efforts on industry sectors with the most potential for growth (such as energy) and which complement the Greenest County agenda, and we promote our successful industries to encourage them to stay in Suffolk and attract new businesses to the county.  We achieve this with the help of district and borough councils, the Suffolk Chamber of Commerce, the Federation of Small Business, Choose Suffolk, 1st East Urban Regeneration Company, the Haven Gateway Partnership, Business Link East and the East of England Development Agency. In future we will be supporting and working with the New Anglia Local Enterprise Partnership

18. Transform learning and skills in Suffolk – From 2010/11 a new team was established in the directorate to provide leadership within Suffolk on Skills issues.  The team works closely with the Children and Young People Directorate to ensure that Suffolk develops the skilled labour force needed for our indigenous and incoming businesses. 
19. Protect vulnerable people and reduce inequalities – ESE contributes to delivery of this priority in a number of ways, including through its transport policies and programmes and targeted economic interventions e.g. through the Economic Participation programme.

20. Be the greenest county – ESE leads the Council’s work on delivering this priority.  The directorate co-ordinates the Council’s contribution which involves all parts of the authority, and champions the Creating the Greenest County ambition across Suffolk working in partnership with a wide range of public and private sector organisations.

21. As well as several objectives in the Council's Environmental Action Plan for 2009-11, due to its considerable environmental impact, the directorate is unique in having a standalone Environmental Action Plan, with actions and targets for each division of the Service Office and Service Delivery Agency. 
22. Deliver great services at exceptional value – This is a core value for ESE.  In particular the directorate is working through the waste procurement programme to end the County’s reliance on environmentally damaging landfill and reduce the strategic budget pressure on the whole council brought about by the landfill tax.
2010/11 Budget Allocation
23. The budget for ESE is £71.3m for 2010/11 and is divided between services as set out in the table 1 overleaf:
Table 1: ESE 2010/11 Revenue Budget
	Revenue Budget                                                               
	£000

	ESE Service Office
	469

	Sustainable Development
	1,403

	Sustainable Environment
	31,593

	Sustainable Transport
	730

	Archaeology
	319

	Countryside and Environmental Services
	940

	Highways Services
	15,873

	Network Improvement
	7,819

	Road Safety
	1,937

	Business and Technical Support
	1,596

	Passenger Transport
	9,708

	Planned Use of Reserves
	-1,109

	2010/11 Budget
	71,278


24. ESE received a cash increase of £4.0m for the 2010/11 budget as compared to the equivalent budget in 2009/10.  However this included £2.5m of one-off funding to reflect the impact of the severe winter weather (£1.5m) and £1m to protect public transport from further cuts.  Cost pressures in 2010/11 for the directorate were forecast at £3.886m.  This resulted in ESE being required to identify and deliver savings of £1.486m in 2010/11.

25. The cost pressures mainly relate to unavoidable pressures such as Landfill Tax (£1.6m), inflation (£1.2m), additional cost of the Explore Card (£0.175m) and additional Highways Inspection Duties (£0.240m).
26. The budget savings were mainly found from the highways maintenance budget with more planned repairs and surface dressing being funded from capital, with a consequent reduction to the resurfacing programme. 
Budget Monitoring
27. There are 73 revenue budget managers in ESE.  Of these 19 updated their outturn forecast at least once between April and September 2010.  This is equivalent to 26%.
28. In addition the directorate also closely monitors the capital budget. This ensures that budgets are carefully managed and any variations can be communicated to cabinet at an early opportunity.

29. However, as well as updating the forecast through Oracle, group managers provide a quarterly forecast for the Service Director which feeds into the Directorate Management Team report.  Whilst the majority of these updates are not uploaded onto Oracle they are used internally to report to the Service Director and subsequently to inform the quarterly budget monitoring report to the Cabinet.  If we were to include the budget managers/heads of service who submitted a forecast for the Directorate Management Team the 26% would increase to 44%.  In addition this does not reflect those who budget managers who reviewed their budgets and decided no change was required to the forecast outturn.  
30. During 2009/10 the predicted outturn was forecast within 1.2% of the subsequent actual outturn.

31. A piece of work led by Strategic Finance is currently underway to rationalise the number of budget managers so that specialist finance support can be targeted to those budget managers who manage the largest, the most risky or volatile budgets.  This will significantly reduce the current number of 73 budget managers in ESE and we expect that this will in turn increase the percentage of budget holders who update their forecast outturn. 
32. The Finance Team meets with the budget managers for the significant ESE budgets on a monthly basis to work with them in ensuring that the spend position and forecast outturn is accurate.  The Finance Team meets with the Service Director on a quarterly basis to discuss any budget issues for this part of the directorate.  The Finance Team also attends the Group Managers quarterly budget meeting and helps to compile a report of current forecasts for this meeting.  This feeds into an integrated report for Directorate Management Team and then into the Cabinet report.

33. A combination of Budget Statements and Service Reports are used by budget managers and the Finance Team assists during these meetings.  In addition, from time to time, the Finance Team will also receives requests to model scenarios, which are used in reviewing specific activities.  The finance team also works with Budget Managers and Business Support to help improve their skills in Excel so that they can manipulate the financial reports more easily. 

34. From 2010 a key development in financial management was the introduction of an Integrated Finance, Performance and Risk report.  This replaced separate reporting for finance, performance and risk management information and is considered a model of best practice.

35. The Integrated Finance, Performance and Risk report is prepared, with input from Assistant Directors and presented to the Directorate Management Team on a quarterly basis.  This report is very useful to the Directorate Management Team as it brings together finance, performance and risk information in one single integrated report so that the Directorate Management Team can see and discuss the ‘full picture’ in terms of their service delivery. 

36. This report is prepared by senior colleagues in finance, performance and risk teams, although it is ‘owned’ by the Directorate Management Team as the Directorate Management Team is responsible for delivering their services.  A sample Integrated Finance, Performance and Risk report for Quarter 2 2010/11 is attached for information (Appendix 1).
Value for Money Arrangements

37. The directorate is confident that it provides good quality, efficient services as discussed below.
Highways and Transport

38. Suffolk has taken part in the National Highways and Transport Network customer satisfaction survey for the past three years.  The survey is conducted by Ipsos Mori and all the results are publicly available on the National Highways and Transport Network survey website (http://nhtsurvey.econtrack.co.uk/). 

39. In 2010 Suffolk’s scores for satisfaction with condition placed us 3rd highest of 24 county Highway Authorities in England.  For satisfaction with highway maintenance, Suffolk was 4th highest among English counties.

40. In the East of England region, Suffolk was ranked the highest of nine authorities for satisfaction with both condition and highway maintenance.

41. The National Highways and Transport Network has also carried out an initial study into the relationship between customer satisfaction, quality and cost, in order to give a clearer view of efficiency and value for money.  A project report issued by National Highways and Transport Network in February 2010 (based on 2008/09 data) suggests that for Highway Maintenance Suffolk was the best performing county “in the round” against the 14 others who had sufficient data available to complete a customer satisfaction/quality/cost (CQC) analysis.
42. Chart 1 shows the Council’s excellent 2010 (NHT) results which depicts customer satisfaction with Highways and Transport services.
Chart 1: Suffolk's Position in Value for Money/Efficiency Comparisons 2010 NHT results
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Suffolk Highways Alliance – new central delivery team

43. The Council extended its 2003 partnership with Carillion through to 2013 on the understanding that both sides are committed to working together to streamline processes and improve partnership working in order to improve value for money.

44. Process re-engineering work with Carillion commenced in July 2009 and went live in May 2010.  The two key aims of this work were:

e) The creation of delivery teams drawn from across the across the partnership.  Carillon and Suffolk Highways Contracting working side by side together with joined up working and access to resources. In addition a closer working relationship between delivery and design teams throughout the life of projects, as part of the new “early stakeholder involvement” process; and

f) A culture change to being “programme-led” and the production of 3 year works programmes that allow for better planning, co-ordination, and use of plant and labour.  This approach and culture will create opportunities to combine works, save cost and reduce disruption to highway users. 

45. The new processes have been used initially in 2010/11 for programmes of machine surfacing, surface dressing, road safety engineering and network improvement (traffic management) schemes.  In due course the plan is to extend their use further for most if not all programmable work. 
Winter Service
Grit bin/volunteer scheme

46. Suffolk has well-established arrangements with Town and Parish Councils for grit bins/heaps and for formal volunteers, who are covered by the Council’s public liability insurance.  The scheme was refreshed in preparing for the 2010/11 winter including:

g) Promotion of the scheme through Suffolk Association of Local Councils;
h) Collecting data and mapping all grit bin and grit heap locations;
i) Help for Town and Parish Councils to purchase grit bins, tools and high-visibility clothing using the Council’s procurement arrangements; and
j) Extending the scheme into the Ipswich Borough Council agency area.
47. This has allowed gritting and snow clearing to be carried out by communities in those areas which will always be a low priority for the Council, due to the limits on resources available.  This is particularly beneficial, where the scheme operates, for having pavements cleared by volunteers.

Weather Stations and Bureau Services

48. In addition a lot of work has taken place to reduce the cost of the winter service, specifically with a new contract to provide new weather stations, five year maintenance and calibration and a five year bureau service (polling data from the stations).  This is saving the council £23,000 per annum.  The contract prices are on a fixed basis for five years so we are also saving on annual inflation. 
Salt

49. The provision of salt stocks is undertaken through a formal procurement arrangement.  Whilst we only had one tender, the prices were certainly competitive and in the light of current circumstances we feel that we get good service from the supplier in what has been a very difficult situation.
Road Safety

50. Value for Money is used within safety engineering where we assess each years worst accident locations, outline and estimate a solution and rank the list of solutions in terms of best Value for Money (we use First Year Rate of Return).  We then monitor completed schemes to compare our predicted Value for Money with actual Value for Money (in terms of casualty savings and scheme cost).  We might move to a different system next year if budgets are significantly reduced and we have to consider lower cost solutions to achieve maximum Value for Money.
Waste 
Waste arising and recycling performance

51. Waste disposal is an area where the council has very strong evidence of a high quality and value for money service. This is particularly well evidenced in the consistent increase in waste diverted from landfill as set out below:
52. NI 191 – Residual Household Waste per Household (waste not recycled, composted or reused)

2007/08 = 624.52 kg

2008/09 = 571.46 kg

2009/10 = 529.71 kg

Total Tonnage of Household Residual Waste

2007/08 = 198,947 tonnes

2008/09 = 184,094 tonnes

2009/10 = 171,973 tonnes

53. This shows a continuing downward trend of reduced residual waste across the county. The reason for this trend is threefold. Firstly it is because of increased diversion of waste to recycling and composting due to new schemes, as well as changing behaviour, secondly it is due to the change of contract for the Household Waste Recycling Centres which has led to much greater recycling rates and lastly it is a result of an overall decrease in waste arisings. Each of these reasons are of financial benefit to the council as the cost of recycling is significantly cheaper than the cost of disposing of residual disposal in either landfill or energy from waste.

54. Suffolk’s performance on this NI places us as the 4th best performing Waste Disposal out of the 33 authorities that operate a two tier waste authority.
55. NI 192 - % Household Waste sent for Recycling, Composting or Reuse

2007/08 = 45.9%

2008/09 = 48.4%

2009/10 = 50.6%

Total Tonnage of Household Waste Recycled, Composted or Reused

2007/08 = 168,743 tonnes

2008/09 = 172,705 tonnes

2009/10 = 176,258 tonnes

56. This shows the opposite of NI 191 with broadly the same reasons behind it. What it also shows is that the downward trend of NI 191 isn’t purely down to reduced arisings as the total tonnage of waste recycled, composted or reused has increased each year. As stated above the cost to the council to recycle, compost or reuse waste is significantly lower than the disposal of residual waste.

57. Suffolk’s performance on this NI places us as the 5th best performing Waste Disposal out of the 33 authorities that operate a two tier waste authority. This is also the first time that Suffolk has achieved greater than 50% on this indicator.

58. Overall Waste Arisings

Total Household Waste Arisings

2007/08 = 367,690 tonnes

2008/09 = 356,800 tonnes

2009/10 = 348,232 tonnes

Total Municipal Waste Arisings

2007/08 = 408,258 tonnes

2008/09 = 395,260 tonnes

2009/10 = 383,888 tonnes

59. These figures demonstrate the overall reduction in waste arisings over the last 3 years. In particular the drop has been from the household arisings.
WRG Contract

60. Our retendering of the West Suffolk disposal contract reduced the disposal cost from £26.21 to £21.50 per tonne and this has saved £105,700 so far this year (from 1st April up to the end of December).  A full year will save approximately £188,000 in disposal costs over our old contract.

61. In addition by incentivising WRG to exceed their contracted recycling rate (of 60%) on the HWRC contract we have saved approximately £116,000 in landfill disposal costs by achieving a 70% recycling rate as well as sharing in the income generated from the sale of the material diverted from landfill to recycling in 2009/10.

62. SCC's share of income from the sale of recyclables in the 2009/10 year of the HWRC contract generated approximately £112,000. 

63. SCC negotiated Viridor Waste Management's 2009/10 Legal and Technical claim down from £494.590 to £33,475 saving £461,115 in that year and also setting the claim level for subsequent years.

64. SCC successfully negotiated the revised Parham gate fee down from £43/tonne to £36.50/tonne saving the tax payer £182,000 per year.

Adnams Bio Group - Anaerobic Digestion

65. Following the recent development of the Adnams Bio-Group Anaerobic Digestion plant at Adnams distribution centre at Reydon, Suffolk County Council successfully brokered an arrangement between Adnams Bio-Group, Waveney District Council and Suffolk Coastal District Council and their collection partners Norse, resulting in value for money and the diversion of food waste for renewable energy.

66. This has resulted in schools and businesses in the Suffolk Coastal and Waveney areas sending their food waste for Anaerobic Digestion along with 5,500 households in the Waveney area. 

67. As well as significant environmental benefit, the financial benefits of this arrangement are:

k) Anaerobic Digestion is cheaper than landfill, delivering savings for Waveney and Suffolk Coastal Councils’ collection services and for their trade customers; and
l) Waveney Norse have saved on their transport and bulking cost for their separately collected food waste due to the proximity of the Anaerobic Digestion plant.

68. In addition to the above most welcome performance in 2010-11 and 2011-12 savings of £3.375m have/will be delivered, largely as a result of reduced volumes of waste.  In addition comparative statistics (Best Value Performance Indicators and National indicators) confirm that waste costs in Suffolk are highly competitive.

69. From 2014 when the Energy from Waste Facility opens we expect to achieve £350m savings over 25 years through cost avoidance by ending our reliance on costly landfill.
Street Lighting
70. The proposed investment (£2.5m) in street lighting infrastructure, specifically the Intelligent Lighting System, is critical to achieving our carbon reduction targets and Greenest County aspirations but, importantly, will generate significant revenue savings and is a good example of securing value for money for the taxpayer.

General

71. The directorate always works to a strong culture of ensuring value for money and regularly tests the value of our contracted services.  For example in 2009 ESE retendered a contract for our consultancy and laboratory services which resulted in a contact awarded to Aecom.  Prices remained the same as those under the previous contract which provides confidence that the rates we are paying represent good Value for Money. 
Conclusion
72. Overall the directorate is confident that it has strong financial management practices applied consistently throughout the directorate.  This is borne out by the 2009/10 in-year financial monitoring and predicted outturn which throughout the financial year was forecast within 1.2% of the subsequent actual outturn.
73. Likewise there is a strong culture and track record around delivering services which represent good value for money for our customers.
	Sources of further information

Resources Budget 2010-11 and Medium Term Financial Plan.
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