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ANNEX 2

HIGHWAY MANAGEMENT BASE BUDGET REVIEW

What is the Service?

The service comprises:

· Maintenance of the public highway (except A34, M40 and A43) and the equipment on it.  This includes various statutory duties:

· To maintain the highway at public expense;

· To remove obstruction due to snow or fallen soil;

· To monitor road accidents and take such steps as appear appropriate to reduce accidents – and to promote road safety;

· To erect mandatory road signs, and regulate traffic bearing in mind convenient and safe use of the highway and parking issues.

· To co-ordinate and regulate works carried out on the highway by any organisation.

· To keep a record of public highways and to safeguard the highway;

· To enforce on-street parking regulations in Special Parking Areas (de-criminalised parking areas).

· Keeping statutory records of the highway, protecting the public’s use of the highway and preventing loss of highway rights due to obstruction or encroachment.

· Discretionary powers e.g. use to do with the management of traffic and improvements to the highway for safety, other policy reasons or to enhance the environment.  One of the most visible aspects of the service is the provision of School Crossing Patrols.  The legislation also provides powers to control what happens on the highway and to deal with various nuisances that interfere with the use of the highway.

Financial Information – Current Budgets

Full details of Revenue and Capital Budgets for Highway Management are available if required.  Appendix 1 shows a breakdown of allocations for the various highway activities and details current funding levels, purpose, programme measures and desirable standards.  A breakdown of the Revenue and Capital Budget for highway maintenance is shown in the following table:

Highway Activities
Revenue
Allocation
2003/04
£
Capital
Allocation
2003/04
£

Assessed carriageway schemes for Principal Roads (BVPI 96)


2,500,000

And Non-Principal Roads (BVPIs 97a and 97b)


700,000

Assessed footway schemes (these input to BVPI 187)


2,000,000

Surface dressing


2,500,000

Patching

3,972,000

1,000,000

Other minor repairs

1,148,000


Verge, hedge and tree maintenance

853,000


Gully emptying and drainage cleansing

1,266,000


Village maintenance

685,000


Winter maintenance

1,037,000


Signs, lines and road markings

963,000


Bridge inspection and repair

290,000


Bridge strengthening


1,000,000

Electrical maintenance including traffic signals, illuminated signs, street lighting and energy costs

3,543,000


Condition surveys – required for BVPIs 96, 97a, 97b and 187

253,000


Drainage


300,000

Other miscellaneous expenditure – including laboratory costs, computer system licences, survey equipment etc

575,000


Revenue contribution to minor Traffic Management schemes

268,000


De-Trunking Grant expenditure

1,192,000


De-Trunking Grant income

1,192,000


TOTAL

14,853,000

10,000,000

The Highway Management element in the Revenue Budget relates staffing and overhead costs.  The staff numbers break down as follows:


FTE

Area office staff
74.5

HQ Maintenance Team
11

Bridges Team
8

Electical maintenance staff
12

Lands and Records team
6

Assistant Director and Divisional secretarial support
4


115.5

The On-Street Parking service has to be accounted for separately.  This employs seven staff in the client administration team including the School Crossing Patrol officer.  The on-street parking enforcement is carried out by our contractor.  The current complement of School Crossing Patrols is about 80 – there are 120 posts in total but recruitment is problematic here and in other authorities.

Financial Information – Changes in Spending

The current condition of the highway network results from the cumulative affect of the level of activity over many years.  Appendix 2 tracks spending from the peak of the revenue budget in 1991/92 to the current year and shows a series of cuts in the Highway Maintenance revenue budget culminating in a 33% reduction of the budget by 1998/99 - £5m at that year’s prices.  During this time capital allocations from the government were ringfenced to principal road maintenance plus bridge assessment and strengthening.  These too suffered a succession of budget cuts in the second half of the 1990’s.

The trough in Revenue spending on maintenance stayed at a low level for four years.  In 1999/00 the Council agreed a three year budget plan which returned £3.7m to the revenue budget but almost all of this increase came in 2001/02.  This coincided with the first year of Local Transport Plan (LTP) capital allocations which included a large increase in capital allocations for maintenance and for the first time included funding for non-principal roads.  The total increase over 2000/01 of revenue + capital amounted to £8m.

In both 2002/03 and 2003/04 the revenue budget was reduced to meet other corporate pressures.  The capital allocation for both these years was also lower than 2001/02.  The total amount available in 2003/04 is £4.3m less than in 2001/02.

Appendix 3 is an updated version of one that was produced in 1998/99 to illustrate how the budget reductions affected each of the maintenance activities.  It shows where provision is still considered to be insufficient – Non-Principal Roads (BVPIs 97a and 97b), surface dressing, gully emptying, village maintenance, bridge maintenance and street lighting.

Appendix 4 updates what was produced for a Service and Budget Review in 1992, and later for a Zero Base Budget Review in 1998.  It tracks changes in budget provision (the total of capital and revenue) from 1980.  The lesson from history that is relevant to this review is that road and footway conditions declined continuously over this period even in the years when spending had increased.

Non-Financial Information – activity levels and drivers of spend

Highway Maintenance 

Service levels to satisfy our statutory duty are not defined in legislation.  They are guided by reference to case law and to Codes of Practice and Technical Standards.  The level of use of a road or footway influences the standards held to satisy the statutory duty.  Claims can be made for the cost of personal injury or property damage alleged to be caused by a failure to maintain, but a statutory defence is available.  The total cost to the Council of such claims is small, just less than 1% of the maintenance budget.  

Provision of Service

By the late 1990s the situation was:

· No treatments necessary for long term survival of the asset on 70% of road network

· Only a notional pavement repair programme

· Deep cuts to activities that keep a neat appearance

· Strict priority to busier roads and to activities most immediately related to safety.

The record wet winter of 2000/01 caused a huge amount of damage to weakened surfaces.  The budget, and the Area staff, were overwhelmed by the amount of repair needed, the only affordable response was temporary repairs to the worst potholes which attracted much criticism.  

Drivers for spend on Highway Maintenance

In addition to satisfying our statutory duty to maintain the highway, there are Council priorities and targets which need to be taken into account in deciding on the appropriate  level of budget provision and how it is used.

· CPA improvement service scores – identified as major area for improvement.

· Improving roads and pavement continues to be an Oxfordshire plan priority.

· CCMT work priorities – better town/city centre management; improving Highway Management.

· Improving BVPI scores – at bottom end of results for non-principal roads.

· LTP targets

· MORI survey –  the condition of roads and pavements is the main reason for disatisfaction with the Council’s services.

· Findings of the (still draft) Environmental Scrutiny Review of Road Repairs and Drainage.      

· Best Value Review of Highway Management Action Plan (June 2003)

Comparitive Information

The service shortfalls and concerns are typical of highway authorities generally.  The County Surveyors Society evidence to the House of Commons Committee on Transport in February 2003 mentions the following main concerns:

· The increase in maintenance funding included in the Government’s Ten Year Transport Plan is insufficient to eliminate the backlog of maintenance on roads, bridges and streetlighting.  Estimates of the funding needed are between a 50% and 100% increase in the projected funding.  This matches the estimate of need in the finance tables in this report.

· Construction industry inflation is running way ahead of government inflation allowances.  Construction costs last year rose 8%, and ‘blacktop’ prices rose 90% as a result of the virgin aggregate tax.

· Capital assets built with LTP funding will give rise to future revenue budget demands.

· Performance targets should recognise funding limitations and not be unrealistically optimistic.

· Capital funding for bridges falls short of what is required to carry out structural  maintenance (eg. waterproofing) as well as strengthening to carry 40T lorries.

· Street Lighting column replacement is less than needed.  Columns typically will have to last 100 years at current budget levels compared to a design life of 25 years.

· The surveys used to collect information for BVPI’s 97a and 97b are problematic with  low confidence in their repeatability.

· Tensions between public concerns about appearance of the highway – often reflected in Best Value inspections – and the need to direct funding according to condition indicators to meet government, LTP, and BVPI targets.

Appendix 5 shows comparative (unaudited) data with neighbouring counties.

Future prospects:

All the above points are true for Oxfordshire.  The main discussion points, bearing in mind expressed priorities, reasons for public dissatisfaction, and our statutory obligations are:

· Funding for non-principal road structural maintenance and whether this will be sufficient to achieve the improvements for non-principal roads (BVPI 97a and 97b).

· Where to find money for improving Town/City centre management – the future year’s figures in the Medium Term Financial Plan imply a choice between this and structural maintenance, or between town and village maintenance.

· Improving the standard of drainage maintenance, and being able to make a permanent repair to all potholes first time, both of which are identified as particular sources of public dissatisfaction.

· Ability to restore the cuts in revenue budget provision still left from the 1990’s budget reductions for activities that are inadmissable for capital funding.

Scope for Economies and Efficiencies

An 8% efficiency saving in total costs of delivering highway schemes (including LTP non-maintenance schemes) has already been delivered through partnering action with our contractors, Isis Accord and Babtie.  Cash releasing savings of £230k have been contributed from the highway maintenance budget to meet corporate revenue budget pressures in 2003/04.

These efficiency savings have been achieved by:

· Agreement to built in contract rates year on year

· Efficiency savings achieved through agreed changes to working practices

· Joint investment in specialist equipment

· Recycling of materials.

The built-in reductions will deliver further economies making a 10% reduction in total costs by March 2005.  A case for extending the current contracts could provide an opportunity to negotiate significant amendments to contracts if these can be shown to produce efficiencies.  The staff time required to deliver the expanded Capital Programme plus the demand from all sides for continuing to exert sufficient control on streetworks by utility companies, improved information and services to the public and councillors such as those discussed in the Environment Scrutiny Committee report leave no scope for reductions in client staff.

As a summary, some further small economies will result from the existing contract arrangements, some more marginal savings may be possible, but big savings that could finance service improvements in any significant way are unlikely.

Impact of 2% and 5% reductions in resources

These percentages of the Highway Maintenance budget line and potential ways of allocating these are:




    2%



    5%







      £



      £





297,000


743,000

Built in contract savings
  60,000


  60,000

Remainder

            From 1.7m in Medium Term Plan for 2004/05 and onwards

Appendix 1 gives a range of possibilities for achieving the balance of reductions required.  The appendix explains the various actions needed and the risks in taking them.  It also explains why reductions are not recommended against every activity.

In summary, the impact of 2% and 5% reductions would be to reduce the possibility of meeting BVPI targets – difficult anyway – and stop any chance of providing any other service improvement.  From the range of possibilities in Appendix 1 the recommended choice would be to take all of 2% reduction from non-principal assessed maintenance schemes; to do the same for a 5% reduction but the possibility of sharing reductions over a range of activities becomes more of a possibility in this case.

In looking at this, it also needs to be remembered that LTP capital allocations in the currently agreed plan reduce from £10m to £8m for the next two years in the expectation of the return of £3m over two years as revenue repayment of money lent from transport capital to boost council reserves.  This reduction in capital highlights the inherent risk in relying on capital to fund what once were revenue funded works.  Any further reliance on capital than exists now would be most unwise.
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