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SERVICE AND RESOURCE PLANNING 2007/08 - 2011/12

Report by Head of Finance & Procurement and

Director for Children, Young People & Families

Introduction

1. This report is one in a series that informs members on the service and resource planning process and issues for the budget in 2007/08 and the medium term, following on from reports to Cabinet on 19 September and 21 November 2006.  There will be an individual report to each Scrutiny Committee and comments from each Scrutiny Committee will be collated and fed back to Cabinet by Corporate Governance Scrutiny Committee on 11 January 2007.

2. The following annexes are attached: 

Annex 1: Previously Agreed Budget Changes

Annex 2: Funded Pressures (Proposed)

Annex 3: Pressures met by efficiency savings and service reprioritisations


Financial Strategy 

3. The Cabinet as part of the 2006/07 budget process agreed a financial strategy.  The principles remain unchanged for 2007/08, which are:

· The target of efficiency savings will be £5m for the two years 2007/08 and 2008/09 and £4m for the two years 2009/10 and 2010/11, to provide headroom to allocate to non-discretionary pressures which are unavoidable.

· Policy choice pressures coming from Directorates should be met by compensating savings from each Directorate.

· Additional one-off income should be allocated to one-off pressures.

· Revenue balances will be maintained at a level commensurate with identified risks.

Starting Point for 2007/08 Budget

4. The starting point for the 2007/08 budget takes the 2006/07 budget and adds those items set out in the Medium Term Service & Financial Plan (MTS&FP) 2006/07 - 2010/11.  These items are inflation and previously agreed budget changes and are explained further in paragraph 11 below.  Annex 1 sets out the ongoing effect of previously agreed budget changes for this programme area. 

Sum Available to Allocate to Council Priorities 

5. The report to Cabinet on 21 November set out a revised sum available to allocate of £5.6m.  This is the only additional funding available to the Council after taking into account the sums already agreed in the MTS&FP 2006/07 - 2010/11 and within the constraints of a 4.25% Council Tax increase
.  This sum available will change if the total funding available to the Council changes, or if the proposed expenditure changes.  Final funding figures will not be available until January when the district council’s notify us of their taxbases and collection fund surpluses/deficits. 

Service and Resource Planning Process 2007/08

6. Draft directorate plans have now been completed which set out the key priorities for each Directorate over the next four years.  Services have also completed their draft business plans, copies of which have been placed in the members resource centre.  These set out information on service activities linked to outputs, outcomes and resources, and information on performance indicators and benchmarking.  The plans also set out service improvements linked to the key priorities for the directorate, the pressures arising from their service activities and how they propose to meet their efficiency savings target.

7. Cabinet Members and relevant officers have reviewed the business plans, and challenged the identified pressures, service reprioritisations and proposed efficiency savings.  There is an indication from the business plans, the Financial Monitoring reports in 2006/07 and the calls on balances during 2006/07, that there are a number of areas which are likely to need some additional ongoing funding in 2007/08.  The Cabinet and the County Council Management Team have agreed to the provisional allocation of some of the sum available to allocate which then enables more focus to be put on finding achievable and sustainable savings in the remaining areas of pressure.  The proposed funded pressures are set out in Annex 2.

8. The Head of Finance & Procurement has drawn up schedules for each Scrutiny Committee setting out identified budget priorities and pressures (which are not currently proposed to be funded) in the respective service areas and how these could be funded along with proposed efficiency savings.  These are attached at Annex 3. 
9. The table below sets out a summary of pressures and savings for each service area within the programme area. In addition funding of £1.891m for the Children’s Services programme area has been proposed as detailed in Annex 2.  Details of the pressures to be met from efficiency savings and reprioritisations are shown in Annex 3.
Service 
2007/08

£m
2008/09

£m
2009/10

£m
2010/11

£m


Pressure
Saving
Pressure
Saving
Pressure
Saving
Pressure
Saving

Children & Young People
6.035
-6.035
9.542
-9.542
11.151
-11.151
11.945
-11.945

Educational Effectiveness
0.734
-0.734
0.816
-0.816
0.881
-0.881
0.912
-0.912

Early Years & Family Support
0.616
-0.616
1.249
-1.249
1.451
-1.451
1.494
-1.494

Strategy & Performance
0.152
-0.152
0.249
-0.249
0.312
-0.312
0.342
-0.342

Youth Offending Team
0.020
-0.020
0.528
-0.528
0.543
-0.543
0.550
-0.550

TOTAL
7.557
-7.557
12.384
-12.384
14.338
-14.338
15.243
-15.243

YEAR ON YEAR VARIATION


4.827
-4.827
1.954
-1.954
0.905
-0.905

Consideration of Pressures and Savings

10. Given the funding constraints, if the Committee consider that any of the savings proposed are not acceptable, alternative savings would need to be identified or proposed pressures would need to be removed.

Proposed Medium Term Financial Plan 2007/08 – 2010/11

11. Based on the work from the service & resource planning process and items already included in the MTS&FP, a draft proposed medium term financial plan for 2007/08 to 2010/11 for the Children’s Services Scrutiny Committee is set out in the table below. Each of the items are explained in the ensuing paragraph.


2007/08

£m
2008/09

£m
2009/10

£m
2010/11

£m

Previous Year’s Budget *
74.087
76.310
76.921
77.447

Changes included in MTS&FP:





Inflation (provisional)
1.936
1.972
2.016
2.053

Previously Agreed Budget Changes (see Annex 1)
-0.490
-0.281
-0.636


Changes proposed this year:





Funded Pressures (see Annex 2)
1.891




Other Pressures, met by:
7.557
4.827
1.954
0.905

Efficiency Savings & Service Reprioritisations (see Annex 3)
-7.557
-4.827
-1.954
-0.905







Efficiency Savings
-1.114
-1.080
-0.854
-0.405







Total
76.310
76.921
77.447
79.095

Percentage increase in budget
3.0%
0.8%
0.7%
2.1%

* As agreed by Council on 20 June 2006 and set out in the publication Medium Term Service & Financial Plan 2006/07 – 2010/11

Changes included in MTS&FP 2006/07 – 2010/11

12. The inflation allocation includes 2.5% for pay and 2.0% for non-pay.  Where contracts are in place, these have been given an allowance of 3.0%.

13. Previously agreed budget changes relate to changes included in the 2006/07 MTS&FP, which were agreed either as part of the 2004/05 budget, the 2005/06 budget or the 2006/07 budget.  Often these changes relate to the ongoing effects of plans agreed in earlier years.   

Changes proposed this year

14. Pressures proposed to be funded in 2007/08 on an ongoing basis total £1.891m as set out in Annex 2.

15. Other pressures (to be met by savings) total £7.557m in 2007/08 rising cumulatively to £15.243m by 2010/11 as set out in Annex 3.  The pressures include a share of the efficiency savings target for each of the next four years. The impact of these pressures on the service is referred to in the Annex by way of a key as set out below:

1 = New Statutory Duty or Unavoidable Pressure

2 = Significant impact on service

3 = Moderate impact on service

4 = Minimal/No impact on service

16. Efficiency savings and service reprioritisations are also set out in Annex 3.  The impact on the service of making the savings is referred to in the Annex by way of the same key set out in paragraph 15 above.  In addition, the risk of achieving the saving is identified categorised into high, medium or low and the type of saving is also identified.  The type of savings are also referred to by a key as follows:

CR =
Cash Releasing Efficiency Savings

IG = 
Income Generation

SR =
Service Reduction

N/A =
Relates to changes in funding streams (e.g. specific grant) or not

proceeding with proposed service improvement

17. A cash releasing efficiency saving means that the budget of the service is reduced but the same amount and quality of service is provided. Income generation is receiving a higher level of income whilst containing expenditure.  A service reduction means that a lower level of service will be provided and/or a lower level of quality for the same/less money.

Other Budget Considerations

18. Related budget issues, which are being considered as part of the service and resource planning process, are the Capital Programme, Review of Charges and the Corporate Plan.  

19. The Capital Strategy and Asset Management Plan will be considered by the Corporate Governance Scrutiny Committee on 21 December 2006 prior to being reported to Cabinet on 16 January 2007.  The Corporate Governance Scrutiny Committee will also consider the Review of Charges on 11 January 2007 prior to Cabinet on 16 January.    

Process and Timetable

20. An update on the Service and Resource Planning process will be reported to Cabinet on 19 December 2006. The Cabinet will finalise their budget proposals and propose the Revenue and Capital Budget for 2007/08 – 2011/12 on 16 January 2007, taking into consideration comments from Corporate Governance Scrutiny Committee on 11 January 2007. 

Financial and Legal Implications

21. This report is mostly concerned with finance and the implications are set out in the main body of the report.  The Council is required under the Local Government Finance Act 1992 to set a budget requirement for the Authority and an amount of Council Tax.  This report provides information on the financial position for the authority which forms a basis for those requirements, leading to the budget requirement and Council Tax being agreed in February 2007.

RECOMMENDATION

22. The Scrutiny Committee is invited to consider and comment upon the identified budget priorities and pressures and the choices as to how these could be funded for their programme area. 

SUE SCANE

Head of Finance & Procurement

KEITH BARTLEY

Director for Children, Young People & Families 

Contact Officers: 
Lorna Baxter - Strategic Financial Planning Manager


Tel. 01865 816087

Paul Edwards – Corporate Performance Manager

Tel. 01865 81530

December 2006

� As set out in the MTS&FP, based on the administration’s commitment to lower the rate of council tax increases.
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