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ENVIRONMENTAL SCRUTINY COMMITTEE – 17 SEPTEMBER 2003

BASE BUDGET REVIEW

ANNEX 1

Waste Management Base Budget Review

Introduction – What is the Aim of This Review?

The aim of reviewing WMG’s (Waste Management Groups) budget is to identify options for efficiencies within the service and ensure transparency to internal stakeholders with the process of budget development and planning.

What does this review Contain?
This review describes the service that WMG provides, and the budget that it uses to provide the service.  Using this information, and the changes which have been and will be made to the budget over a ten year period, WMG have identified options for savings within the budget, and the likely impacts that this will have on the service to the people of Oxfordshire.

What service does WMG provide and what does this cost?

The vision of WMG is: ‘To deliver the sustainable management of household waste in Oxfordshire and to provide advice on the management of non-household waste.’

WMG achieves this through the treatment and disposal of waste delivered to it by the District Councils, by the provision of Waste Recycling Centres for the public, by providing information, support and advice to the public and business, and by ensuring that waste disposed of in the past does not have a future impact on the environment.

In 2003/4, WMG’s base budget is £12.98 million in revenue on the provision of this service.

What is WMG’s Core Business?

WMG’s core business (see Table 1.) is that which has a statutory basis for Oxfordshire County Council.  The budget provided for these services is therefore of key importance, however for some of the services provided, a ‘service level’ is provided. For example, although the provision of a Civic Amenity site (called Waste Recycling Centres in Oxfordshire) is statutory, Oxfordshire provides eight sites rather than one. This service level can be reduced, but will have an impact on the customers for which the service is provided.

Table 1. – Budget Spent on Core Business

Core Business
Service Level
Budget

(£’000)

Disposing and managing of household waste (household waste, abandoned vehicles, fridges, hazardous waste)
Provide collection services for hazardous waste

3,936

Provision of disposal point(s) for household waste
Provide eight waste recycling centres

2,135

Payment of landfill tax on disposal


3,480

Payment of recycling credits to Districts (equals savings made on landfilling waste)


1,251

Delivering statutory recycling targets through site development and recycling


482

Managing County Council licensed landfill sites (within contract costs)


353

Monitoring and remediation of closed landfill sites
Monitoring frequency greater than minimum

265

Making excess mileage payments


250

Meeting planning obligations 


30

Responding to notices under Contaminated Land Regime
Proactive rather than reactive clean-up
None identified

What is WMG’s Extended Business?

Core Business Contracts cost £12.2 million so approximately £0.8 million was spent outside core contracts in 2002/3 including: 
Waste reduction 

- £200k

Employee Costs and Rents 
- £300k

Consultants


- £125k

WRC improvements 

- £250k

Past and Future Changes to the WMG Budget

WMG’s budget over the last five years and future five years is set out in Chart 1 of this report.  The data and graphical representation show that WMG’s budget has, and will, increase year on year.  The graphical representation outlines the reasons for these increases in order of significance (and increase in costs over 10 years):
· Landfill tax – (£3.9m)

· Recycling Credits (£2.8m)

· Contract costs - increase in waste arisings (see Chart 2) and inflation (£2.7m)

· New Legislation (fridges, abandoned vehicles, etc.) (£500k)

· Closed landfill site monitoring (in ‘Hired and Contracted’) (£400k)

WMG Performance

In performance terms, WMG can be measured both in terms of the reviews carried out on it by the Audit Commission and through benchmarking with other local authorities.  Its current and expected Performance Indicators are shown in Annex 1.

Best Value – WMG carried out a Best Value Review in 2001, which was inspected by the Audit Commission in 2002.  The Audit Commission placed Oxfordshire in the top group of authorities in the Country, judging the service to be “good”, with “excellent prospects for improving”.

In May 2003, the Audit Commission returned to review the progress of the Best Value Action Plan.  The conclusions were that:

“The Council has continued to make significant progress in improving its Waste Management services.  In particular:

· it has improved its own recycling targets

· the statutory recycling targets for 2003/4 are likely to be met.”

However, the Audit Commission also identified a number of areas for improvement involving partnership working, targets, complaints and future developments.  Of most relevance to this review are two recommendations – one on targets and one on future developments.  These are:

· allocate resources to meet the statutory and PSA targets

· continue to improve the waste services it provides.

Benchmarking – In comparison to the 34 other shire counties in England, for 2001/2 WMG is in the top quartile for recycling and composting combined, the second quartile for cost per tonne, and the top performing authority for waste per capita.  Recent un-audited figures for 2002/3 for the South East suggest that Oxfordshire is the third lowest spending waste management service of the ten local authorities in the South East, while being the four best performing authority. (see Chart 3).


Table 2   Options
Business
Action
Investment Cost
Risk
Cost Saving in 2004/5
BVPI Impact

Move to ‘reactive only’  policy on closed landfills
Core
Reduce the monitoring of closed landfills and pull back programme of making the closed landfill sites safe
None 
Risk of closed sites causing environmental and health damage – high risk if not made safe  - contract with monitoring firm
Upto £150,000 p.a. (1.1%)
N/A

Instigate zero waste policies at WRCs
Core
Encourage customers to deposit waste in recycling and recovery facilities by charging for waste placed in landfill facilities
Revenue Budget Pressure*

2004/5 - £126k

2005/6 - £826k

2006/7 - £546k
Need considerable political commitment as initial public response likely to be moderately hostile – also will need additional security
£100,000 to £200,000 p.a.  (1-1.5%)
Positive

Reduce the number of WRCs
Core
Shut one of the WRCs which is less well used.
Raised costs for performance bonus, site management fee
Need considerable political commitment as initial public response hostile to loss of service – WMG looking to add sites
Upto £190,000 p.a.   (1.5%) 
Unsure

Stop site improvements 
Core
Reduce the ongoing rolling programme of site improvements 
None
WMG might not hit required 60% at WRCs to meet statutory targets, Best Value Plan, and PSA target.  Also health and safety implications.
£350,000   (2.7%)
Negative

Move waste between WRCs
Extended
Try and move waste around to take advantage of differing rates at WRCs
None
Reduces the level of service to WRC customers and generally impractical
Savings are low and variable
Unsure

Move waste between landfill sites
Extended
Move waste from one landfill site to another to capitalise on differing contract rates
None
Would lead to excess mileage costs, be disruptive to districts and there are minimum tonnages on contracts 
Low - Not costed
N/A

Reduce trade waste leakage
Extended
Stop the input of trade waste into the WRCs
Revenue Budget Pressure*
Investment required for security on site and fly-tipping enforcement. 
£150,000 p.a.  (1.1%)
Positive

Encourage use of WRCs rather than DC collection
Extended
Make sites more customer friendly and encourage public to use them
Revenue Budget Pressure*
Investment required for site redesign and promotion
Low – not costed
Positive

Move away from Recycling Credits
Extended
Agree with DCs to move away from use of recycling credits
None
Need to find a cost sharing basis which the DCs will agree to
Long-term benefits
Positive

Reduce the amount of waste produced
Extended
Promote and incentivise waste reduction activities
£250k allocated within budget
Variable results –already moderately successful as PIs show
£80,000 p.a.  (0.6%)
Positive

Increase recycling at WRCs therefore saving landfill tax
Extended
Introduce increasing number of recycling facilities- reducing cost of disposal to landfill
Revenue Budget Pressure*
Investment required to introduce new recycling facilities
Low – long-term benefits
Positive

Options for Core Business Economies and Efficiencies

There are a number of options for WMG to reduce the costs of the Core Business to ensure a 2% or 5% efficiency saving is made.  These options are set out in Table 2.  

Current Revenue Pressures

Table 3. below shows the revenue pressures which WMG have submitted for the medium term budget pressures.  The budget figures used in Chart 1 include the revenue pressures below.  That is, it has been assumed that the revenue pressures for the years 2004/5 to 2008/9 will be funded and therefore, they have been included within the base budget for those years within the previous analysis of cost increases.  Also included within WMG’s base budget are landfill tax increases which have already been included within the Medium Term Financial Plan (MTFP).

Some of the revenue pressures are to improve the Waste Recycling Centres in order to achieve the statutory recycling targets, and improve health and safety and customer satisfaction at the sites.  These investments are also expected to yield long-term savings in the Waste Management budget (see Table 2.), because they will lead to an increase in recycling, and therefore a reduction in landfill disposal costs.

Table 3 – Budget Revenue Pressures for 2004/5 to 2008/9


£000
£000
£000
£000
£000
£000

 
2004/5
2005/6
2006/7
2007/8
2008/9
Total

Landfill Tax (additional to MTFP)
8
17
26
35
44
130

Landfill Tax (not included within MTFP)




3,000
3,000

Fridges - impact of new regulations from Jan 2002
75
75
?
?
?
150

Abandoned vehicles - cost of disposal
20
40
60
80
100
300

Demographic Waste Growth
90
180
270
360
450
1,350

Closed Landfill Sites - On-going maintenance & remediation 
100
200
300
300
300
1,200

Waste Management Joint Strategy - site improvement works, installation of CCTV and provision of security on site (Total of Below)
126
826
546
?
?
1,498

Site Upgrade -  Oakley Wood 

177



177

Site Upgrade - Dix Pit
126
126



252

Site Upgrade - Redbridge, Drayton & Oakley

273



273

Site Upgrade  - Ardley, Stanford & Alkerton


546


546

Site acquisition - Oakley Wood

250



250

TOTAL
419
1,338
1,202
775
3,894
7628

Additional Key Budget Pressures for next 5 years

As well as the current service identified for WMG, there are a number of additional budget pressures which have not been included in the budget revenue pressures for waste management.

New Regulations – Implementation Costs per annum

Waste Elec. and Electronic Equip. Directive (2004/5)  £??  Could generate income

Hazardous Waste (from 2005)


£150k+?  Pressure on WRCs

Bio Waste Directive (from 2007)


£??  Impact on collection service

Landfill Directive (from 2005)


£0.1 – 0.5m?

Meeting Strategy Targets and PSA

New facilities 

WRCs Strategy – Provision of new Facilities post 2006

– dependent whether OCC wants to extend provision of sites




Treatment Plants to meet landfill directive from 2009*

*N.B. If the WMG budget keeps pace with growth in waste and growth in landfill tax, the cost of landfill is expected to be similar to the cost of treatment/providing sorting.

Closed Landfills

£1m per annum expenditure is required from 2004 onwards with maintenance costs of approximately £300k+ per annum in order to ensure that OCC’s closed landfills are made safe.  This would be expected to be funded through Supplementary Credit Approval or equivalent.

Budget Review Conclusion

WMG have reviewed their core and extended business to identify possible savings in the budget in 2003/4.  Each of these options has an impact on the service in terms of service to the public, and therefore needs considerable political agreement to implement, or will likely impact on OCC achieving its statutory and PSA targets (of which £1million pounds is the reward grant).  Many of the savings would only be able to be realised from 2004/5 onwards as they require considerable planning to take effect.

Of more importance is WMG’s need to bring in more funding to cope with the expected budget pressures from 2004/5 onwards.  Considerable additional burdens are being placed on the Waste Management service.  There is a key issue as to how WMG deliver what the Government and the County Council require it to deliver over the next 7 years.  

This issue leads to the following questions:

(1) Will funds set aside by Government to cover Waste Management within the Environmental Protection and Cultural Services FSS be passported to the WMG budget?

(2) How would OCC cover changes in waste management contracts in the future which may lead to much higher contract costs?

(3) How would OCC fund the restoration of closed landfill if SCA funds were not available?

(4) How can costs savings be made within WMG which will not jeopardise the meeting of statutory recycling/composting targets and the public service agreement?

(5) How do we fund new requirements from Government Regulations if the Government does not include them within the FSS?

EN5 – page 4








EN_SEP1703R03.doc
PAGE  
EN_SEP1703R03.doc

