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REPORT OF THE CITY TREASURER 

_______________________________________________________________________

TO BUDGET SCRUTINY COMMITTEE, TUESDAY, 30TH OCTOBER, 2007 

_______________________________________________________________________

TITLE:
2007 COMPREHENSIVE SPENDING REVIEW 
_______________________________________________________________________

RECOMMENDATIONS:  Members are invited to comment on the contents of this report.    

_______________________________________________________________________

EXECUTIVE SUMMARY:


This report provides details of the 2007 Comprehensive Spending Review announced by the Chancellor of the Exchequer and its potential impact upon the Council’s future budget planning.
_______________________________________________________________________

BACKGROUND DOCUMENTS:
 
 - 2007 Pre-Budget Report and Comprehensive Spending Review statement by the Chancellor of the Exchequer, 9th October, 2007.
_______________________________________________________________________

ASSESSMENT OF RISK:
CSR 2007 confirms the headline funding available to local government. There is a risk that funding is not sufficient to meet the spending needs of local government. Individual authorities will only be able to properly assess the impact for themselves when the formula grant settlement is announced.

 

_______________________________________________________________________

SOURCE OF FUNDING:

Revenue Budget and Capital Programme


_______________________________________________________________________

LEGAL IMPLICATIONS:
None specifically arising out of this report


_______________________________________________________________________

FINANCIAL IMPLICATIONS:


CSR 2007 has a fundamental impact upon the Council’s financial planning as it sets the framework for the Government’s financial support to local government.


_______________________________________________________________________

VALUE FOR MONEY IMPLICATIONS:


CSR 2007 will ensure there will need to be a strong focus on value for money by virtue of the announcement concerning the expectation of efficiency savings from local government. 



_______________________________________________________________________

HUMAN RESOURCES:


There will be consequential impacts upon HR strategy
 that will need to be assessed further.
_______________________________________________________________________

CONTACT OFFICER:
John Spink

Tel : 793 3230






E-mail : john.spink@salford.gov.uk
_______________________________________________________________________

WARD(S) TO WHICH REPORT RELATES:
Potentially all


_______________________________________________________________________

KEY COUNCIL POLICIES:
Budget Strategy


_______________________________________________________________________

REPORT DETAILS
INTRODUCTION

The Chancellor of the Exchequer announced the details of the 2007 Comprehensive Spending Review (CSR 2007) on 9th October.

This report provides details of the main proposals in the CSR 2007 and their likely effect on the Council and the city. Further details will be released over the next couple of months, leading up to the formula grant settlement in early December, which will give the opportunity for further detailed analysis and understanding of the impact.
Full details of CSR 2007 are contained in appendix 1 attached. 
RECOMMENDATION
Members are invited to comment on the contents of this report.
JOHN SPINK

City Treasurer 
Appendix 1
2007 COMPREHENSIVE SPENDING REVIEW

DETAILS OF GOVERNMENT PLANS

CHILDREN AND YOUNG PEOPLE
· In addition to the £150 increase announced in Budget 2007, the child element of the Child Tax Credit will increase by a further £25 per year above indexation from April 2008 and by a further £25 above indexation from April 2010 and that the child maintenance disregard in the main income related benefits will increase to £20 by the end of 2008, with a further increase to £40 from April 2010, together lifting an estimated 100,000 children out of poverty.
· Increasing Jobseeker’s Allowance and Income Support rates for 16-17 year olds from April 2008 to align with the 18-24 rates, to help to simplify the system, and ensure a higher minimum level of income for this group.

· The national roll-out from April 2008 of the In-Work Credit for lone parents at a rate of £40, retaining a rate of £60 in London, ensuring a more substantial financial gain from moving into work.

· Increase in education investment from £77.7 billion to £92 billion. This equates to £6600 per pupil by 2010-11 from £5550 in 2007/8.  
· announcing the continuation of the Financial Inclusion Fund at £130 million over the CSR07 period and an £11.5m package of support for schools to teach children financial skills.
· An additional £250 million over the CSR period to create personalised services and support packages in schools.
· An additional £200 million of capital investment to accelerate the primary capital programme and for newly built schools or refurbishment of an additional 75 schools by 2010-11.  Coupled with existing DCSF CSR settlement, this will ensure every authority will benefit from at least one newly built school.

· The additional investment will be supported by value for money reforms which are intended to release net cash-releasing savings of £4.5 billion by 2010-11. The CSR highlights the following benefactors:

· 3500 sure start children’s centres. (one in every community by 2010

· Weekly entitlements for three and four year olds to increase, providing free early years education for 15 hrs per week by 2010. (up from 12.5 hrs per week)

· More support to create personalised education for those who are at most at risk of under achieving (inc. one to one teacher led tuition for 300,000 under- attaining pupils in English and Maths)

ADULT SOCIAL CARE

Funding for local authorities will be £2.6bn higher by 2010-11 than in 2007-08, an annual average growth of 1% in real terms. Direct funding of social care is due to increase by £190m, to £1.5bn by 2010-11. This funding will support:

· Increased personalisation of care, including individual budgets.

· Continued investment in prevention, including expanding the Partnerships for Older People’s Projects.

· Phasing out of NHS residential accommodation for people with learning disabilities, with individuals being supported in future to live independently in their own homes in communities.

· The Access and Systems Capacity and Delayed Discharges grants will be rolled into RSG by 2010-11.

· The Government also announced that it would be consulting on reform of the public support and care system.
· Pensions

· Pension Credit for older people with just a small pension of their own will rise by £5 a week from next April – £260 per year – for a single person; and by £7.65 per week and £397 per year for a couple – guaranteeing every person over 60 at least £6,450 a year.

· Bring forward the start date for flat rating the State Second Pension to 2009.

ECONOMIC DEVELOPMENT
· Skills - Spending by the Department for Innovation, Universities and Skills on higher education and skills from £14.2 billion in 2007-08 to £16.4 billion by 2010-11 to implement the recommendations of the Leitch Review, developing a strong partnership with employers and individuals to deliver higher skills.
· Resources for a reformed Local Authority Business Growth Incentive Scheme. New incentive will be phased in from 2009-10 with funding of £50 million doubling to £100 million in its second year.

· Supplementary Business Rate - allowing local authorities to invest in economic development through levying a local business rate supplement subject to clear accountability to business.
· Increasing public investment in the science base from £5.4 billion in 2007-08 to £6.3 billion by 2010-11 to implement the recommendations of the Sainsbury Review. Total public support for business innovation through the Technology Strategy amounting to over £1 billion.
· Regional Development Agencies - simplifying business support a strategic role focused on economic growth.
HOUSING AND PLANNING
The Government announced its intention to deliver 3 million new homes by 2020 - with the number of new homes being built rising to at least 240,000 per annum by 2016. Towards this ambition, this settlement delivers:

· £6.5 billion investment over 3 years in new social housing to deliver 45,000 new social homes per year by 2010-11, a 50% increase compared with 2007-08, with a goal of reaching 50,000 per year during the next spending review period.
· £1.7 billion over 3 years targeted funding for infrastructure in growth areas, the Thames Gateway, new growth points and eco towns, including a £300 million Community Infrastructure Fund.
· £500 million over 3 years for the new Housing and Planning Delivery Grant, to incentivise local authorities to increase housing supply and help bring forward local development frameworks.

· Planning Reform Bill to empower councils to apply new planning charges to new development alongside negotiated contributions for site-specific matters. The charges will finance the infrastructure proposed by the development plan for the area, including regional and sub-regional infrastructure. 
TRANSPORT
· Confirming a 2¼ per cent annual real increase in the Department for Transport’s programme budget, consistent with the Long Term Funding Guideline which is extended to 2018-19. This will continue renewal of the UK’s transport infrastructure including the funding package for Crossrail.
· In addition, provision in Department for Transport budgets of over £200 million a year from 2008-09 to support delivery of a national scheme for concessionary bus fares through local government.
NEIGHBOURHOOD RENEWAL
· £2 billion over 3 years for neighbourhood and local renewal programmes, with a new strategic approach strengthening the emphasis on economic development and promoting mixed communities. This includes continuing the New Deal for Communities partnerships, a new programme to strengthen communities during estate transformation and a new enterprise and renewal fund to target resources more intensively according to neighbourhood deprivation. In line with the recommendations in the SNR, the new fund will have a stronger emphasis on tackling worklessness, promoting enterprise and improving skills, and will include a reward element to strengthen incentives to improve performance.

· £50 million over 3 years to promote greater community cohesion and integration in local communities.
ENVIRONMENT
· Publishing the interim report of the King Review on vehicle and fuel technologies which over the next 25 years could help ‘decarbonise’ road transport.

· Creating an Environmental Transformation Fund of £1.2 billion over the CSR07 period, to support the demonstration and deployment of new energy and efficiency technologies in the UK and to advance poverty reduction through environmental protection in developing countries.

· Increasing the Department for Environment, Food and Rural Affairs’ budget by an average of 1.4 per cent a year in real terms, from £3,508 million in 2007-08 to £3,960 million in 2010-11. This includes increasing funding for flood and coastal erosion risk management from £600 million in 2007-08 to £800 million in 2010-11.

· The settlement announced additional PFI funding for sustainable waste management options, rising from £280m in 2007-08 to £700m in 2010-11.
COMMUNITY SAFETY
· Increase resources for the Home Office by 1.1 per cent a year in real terms over the CSR07 period, with an addition of over £220 million by 2010-11 to enable it to lead the fight against terrorism, alongside wider steps to roll out neighbourhood policing and deliver a more effective criminal justice system.
· Increase spending on counter-terrorism, intelligence and resilience from £2 ½ billion in 2007-08 to £3 ½ billion in 2010-11, within a new single security and intelligence budget for counter-terrorism.
CULTURE AND LEISURE
· Maintaining funding in real terms for the arts, museums and galleries, and contributing £3.6 billion to the first phase of building the Olympics. 
HEALTH
· Increasing spending on the NHS by 4 per cent a year in real terms on average, taking its budget from £90 billion in 2007-08 to £110 billion by 2010-11.
LOCAL GOVERNMENT
· An increase in Aggregate External Finance (AEF) Revenue Support Grant (RSG) + National Non Domestic Rates (NNDR) funding of 4.2% in 2008-09, 3.5% in 2009-10 and 3.4% in 2010-11. This amounts to real terms increases of 1.5%, 0.8% and 0.7% over the CSR period. 
· The Government expects that this will enable local authorities to keep council tax increases well below 5% in each of the next three years.
· More than £5 billion of grants will be mainstreamed over the CSR, removing ringfencing and other controls.

· The CSR grows resources for local government at an average 1 per cent per year in real terms over the next three years. 

· Ambitious value for money programme, realising annual net cash-releasing savings of £4.9 billion by 2010-11. An additional £150 million will support the delivery of this efficiency programme.
· The 2007 CSR will also deliver greater flexibility for local authorities to meet local priorities and improve local areas by:

· removing ring-fencing and other controls from grants totalling over £5 billion by 2010-11;

· reducing central targets.
· Performance management framework

· A single, balanced and coherent set of priority outcomes for local government working alone or in partnership;

· A single set of 198 national indicators to manage performance delivery outcomes, down from an estimated 1200. 

· Any and all targets reflecting national priorities – to a maximum of 35 – negotiated through Local Area Agreements. 

· No mandatory targets for LAA nor any other target setting mechanism for outcomes local government is delivering alone or in partnership.
· A third round of reward grant; level to be announced in November 2007, with distribution to be agreed in January 2008.
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