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1. Introduction

This is the second annual ‘Issues Report’ published by Salford City Council. Its purpose is to promote a wide-ranging debate within the city about the major issues facing the Council. It is intended that the feedback from this document will inform the general direction of the 2001-02 Budget.

We believe that extensive consultation can

· guide the City Council in the direction of the priorities of the people of Salford;

· improve the quality of our decisions by drawing on the knowledge and experience of both users and providers of council services; and

· promote awareness of the real choices facing citizens and thus stimulate participation in local democracy.

We urge anyone who considers this document to let their views be known. Speakers will be available should any organisation wish to discuss this consultation document in more detail.

The responses we receive will help us to develop a set of specific proposals during December and January, once we know the level of grant we will receive from the Government. There will be a further consultation on those proposals.

2. Background

Last year’s consultation document was entitled Choices for Change. It assumed that the 2000-01 Budget would be fairly stable but that radical changes would be needed to meet the new demands on the City Council and the new opportunities available. In the event, we were blown off course by two major factors: an unexpectedly high loss of grant and a surge in the number of children looked after by the Council. Decisive action was taken to put the Council’s finances on an even keel.

The issues that confronted us last year, however, remain. We believe the time has come to take the initiative in tackling those issues. The City of Salford is changing and the environment in which the Council operates is changing. To truly serve the people of the city, we must respond to those changes.

The most serious issue the Council faces is the loss of population. This affects our tax base and our eligibility for grant. Population loss leads to higher taxes and reductions in budgets. This was a major factor in the difficulties we faced last year.

Yet the people who leave the city are the younger and more mobile, leaving behind a more elderly and dependent population calling for greater resources. 

Crime, the environment and schooling are the most common reasons cited for people wanting to move from Salford. These are areas where major investment is needed – although the Salford’s record on education is second to none.

We also face the impact on the city of wider social changes – increasing family breakdowns leading to children being taken into care, a ‘bulge’ in the 15-19 year old population, the reaching of retirement age for post-war ‘baby-boomers’ and increasing ethnic diversity. All these will demand changes in the services we deliver and the way we deliver them.

We believe our great strength as a local authority is that we are capable of delivering change. That was the verdict of the District Auditor and the evidence of the last Budget. 

We also have the advantage of long experience and firm relationships with partners in other public agencies, business and the community in general who can help us to deliver change.

The need for change is central to the Government’s modernisation agenda and we should be strengthened by support from Government departments and spending programmes. A key question posed by this consultation paper is : how ready are we to embrace change ?

The remainder of this document includes sections on (a) a review of last year’s capital and revenue budgets, (b) an update on how this year’s spending plans are working out, and (c) a forecast of the potential resources available to the Council next year and a summary of the possible calls on that resource. 

The document concludes with a set of issues we hope you will address before going on to say how you can respond and where more detailed information is available. Firstly, however, it will be useful to re-state our existing policy.

3. The Council's Aims for its Budget

We have 5 main aims when developing the Council's budget strategy :-

1. Spending the money wisely so that council taxpayers get value for money. In order to ensure this we are :

· Continuing to look for efficiencies. This year we will save £xm from proposals which delivered the same service for less cost. Next year we are seeking a 2% (or £4.7m) reduction in cost from further efficiencies.

· Setting performance targets for services for the next 5 years and beginning to develop a local "Public Service Agreement" by which the public will know exactly what services it can expect from the Council in their neighbourhood.

· Continuing to test the market and identify ways in which services can be delivered. We have introduced a new partnership for home care provision for the elderly and by 1st April 2001 expect to have transferred the Council's elderly persons homes to an external provider and set up a Leisure Trust. We will continue to explore similar opportunities for other services.

2. Ensuring that the level of Council Tax is affordable. The headline Band D tax is often quoted as being one of the highest in the country. This is because Salford generally has a lot of low value property, with 60% in Band A and 90% in Bands A to C. However, the average council tax bill payable in Salford is around about the average for the country as a whole. We endeavour to limit increases to a reasonable level and strike the right balance between providing services of a standard the public expect within the budget constraints the Council faces and setting an affordable level of council tax.  

3. Targeting the Council's spending on those areas which a public opinion survey in Salford identified as priorities :

· Reducing crime and the fear of crime by improving community safety, in partnership with agencies like Greater Manchester Police.

· Improving the environment by improving the appearance of our streets.

· Developing facilities for young people.

· Promoting economic development and improving job prospects.

4. Seeking to improve the grant settlements from Government. There is currently a process that is fixed until next year for the way in which the Government allocates its grant money available to local councils, but the Government will be issuing a "Green Paper" on local government finance very shortly, which will review this process from 2002. We aim to ensure that urban areas like Salford are adequately funded to reflect their needs and given the ability to address problems such as population decline.

5. Responding to the Government's priorities for local services, as set out in its comprehensive spending reviews in 1998 and this year. This year's review sets the priorities for the next 3 to 4 years and will focus on improving services in the following areas :

· Education and training - more direct funding to schools, giving the very young a better start, improving standards in literacy and numeracy, improving school buildings, improving childrens' access to computers, encouraging more children to stay on in education after 16 and improving employment opportunities through training and support.

· Social Services and health - closer working links with the health agencies on services for the elderly and adults with learning and physical difficulties, tackling child poverty.

· Neighbourhood renewal, housing and regeneration - tackling the problems of the most deprived areas, raising housing standards and bringing derelict urban areas back into use.  

· Transport - influencing the Passenger Transport Authority to improve the local road, rail and bus networks.

· Electronic government - increasing the use of computer technology in the way services are delivered.

· Crime - tackling the causes of crime and disorder and dealing with benefit fraud.

4. Current Financial Position and Prospects 
Review of Last Financial Year (1999/2000)
Last year saw a serious problem arise with the Council's budget position largely as a result of a sudden, large increase in the number of children needing to be taken into care. Other lesser problems with not achieving certain income targets also contributed. 

As a result, an action plan was developed to deal with these budget demands and demonstrate that the Council is capable of managing its affairs effectively, although this needed the Council to draw on the reserves it had available for unforeseen circumstances to an extent that they were exhausted. This action plan has been kept to.

How Are We Getting On This Financial Year (2000/01) 

This year's budget needed to tackle the continuing effect of last year's problems. We needed to increase our budget to allow for the continuation of the growing numbers of children in care and the income shortfalls, as well as putting money back into reserves which was drawn on last year.

This position was compounded by a poor grant settlement from the Government, one of the lowest both regionally and nationally. This reflected Salford's declining population and, perversely, its improving unemployment levels. Reducing indicators of need result in reducing Government grant. This basis of calculating grant is fixed until 2002, but we have made the point to the Government for future grant calculations that urban areas like Salford need more grant to arrest falling population.

As a result, we have identified savings of £8m from the budget, mostly from efficiencies, but also regrettably by cutting some valued services which were not as vital as others. These will produce increased savings of £13m next year and over £14m the year after as the full effect works through. 

A budget of £234.1m was therefore set, resulting in a council tax rise of 5.4%, which was in line with Government expectations and slightly below the national average increase.

A capital programme of £59m for 2000/01 was approved by the Council in March which is largely funded from Government borrowing consent and grants, but also requires an unprecedented amount of £27m to be raised from selling off assets owned by the Council. 

The Council is monitoring its spending very closely to see that it is keeping within its budget and to provide an early warning of any spending problems so that corrective action can be taken promptly. This is particularly important this year to ensure that the savings programme is delivered and financial health begins to be restored.

To date, this close scrutiny is paying off and, where signs of problems arising have occurred, early corrective action has been taken. There continues to be pressures from children in care, but overall spending is being contained within budget.

How We See The Prospects For Next Year's Budget (2001/02) 

The immediate prospects for next year show little sign of the existing pressure points abating and it could be another year in which a number of difficult budget decisions will again need to be taken.

Whilst the Government's comprehensive spending review this year has identified more money for local councils much of it will be earmarked for spending on new initiatives and any general increase, if it happens, will not appear until 2002.

The poor grant settlement received this year from the Government is forecast to continue for next year as Salford's population data will reduce further. Our initial forecast is that we expect only a 3% increase for Salford compared to a national 5.6% increase.

So, we expect a budget increase limit of 3% or £7m for next year, to give a budget of £241.1m, although it is possible this may change as more information comes available.

Our initial forecast of what we would need to spend next year to maintain the existing level of service, and after allowing for efficiency savings of 2%, is £245.8m, ie some £4.7m above the expected budget.

This forecast does assume we will pay for £6.3m of spending plans from the revenue budget which this year comes from capital, ie from borrowing or asset sales. If sufficient capital funding can be found to continue to meet this then the spending requirement to maintain services would reduce to £239.5m, ie some £1.6m below the planned budget.

Later in the year, in December, when the Government announces its grant settlement to local councils for next year, we will be looking to see how much additional spending we will need to budget for to meet Government priorities for next year, such as ensuring schools get the full amount of any additional Government grant, to meet any continuing spending pressure points, such as children in care, and to meet other Council spending priorities, such as community safety and the environment.

Based on current information, Council Tax rises are expected to again be in the 5% to 6% range across the country.

We will know more accurately in December what budget and Council Tax the Council can set taking all factors into account, and between then and February next year we will need to decide what we can afford to spend.

Issues For The Future

The key issues which we would want to see tackled for the future beyond next year are :-

· An improvement in the Government grant settlement for urban areas like Salford. The soon-to-be-published Government Green Paper will announce proposals for changes in the way in which grant is allocated to local councils and we will be wanting to ensure, and if need be to lobby the Government with our views, that the needs of Salford are not being adequately recognised by the formula the Government uses to calculate grant. Inadequate grant settlements have been a prime cause of the budgetary pressures the Council has faced in recent years.

· Seeking to stop the population drift from Salford and finding ways in which people can be attracted back into Salford to live. This can help to relieve the Council Tax burden on everyone by sharing out the money to be raised from Council Tax over more households.

· Striving to deliver the public's increasing expectations from Council services, whilst at the same time also meeting the Government's expectations.

5. GIVE US YOUR VIEWS

We are writing to all community representatives, groups, individuals and businesses who have previously expressed an interest in being consulted on the Council's financial affairs to seek their views about the budget issues for next year and about how the Council should be spending its budget.

In particular, we would like to know your views on the following issues :

· Are there any areas of the Council's services where you think they could be provided more efficiently ?

· What should be our spending priorities ? Should they be any different to those set out in this paper ?

· Should the Council spend more on any services ?

· Are there any services where the Council should spend less ?

· To spend more on priorities, how radical should the Council be in changing the sort of services we provide and how we provide them to find the money ?

· Do you believe that the level of Council Tax is reasonable for the services the Council provides? If not, why not ?

· What can the Council do to halt and reverse the current population drift out of Salford ?

Please send us your views by writing to Budget Consultation at Salford City Council, Freepost NWW1358, Swinton, M27 7BD.

If you prefer, you can e-mail us on budgetconsultation@salford.gov.uk.

6. FURTHER INFORMATION

Appendix 1 attached contains an analysis of the Council's revenue budget for 2000/01.

Further information is available by writing to the Director of Corporate Services (Finance), City Treasury Building, Salford Civic Centre, Chorley Road, Swinton, M27 5AW, or by telephoning (0161) 793 3230.

The following key public documents give more information about the Council's budget. Those marked with an asterisk (*) can be found on the Council's website :

· The Best Value Performance Plan, which includes key performance indicators and 5-year targets

· * Statement of Accounts 1999/2000

· * Reports of the Director of and Lead Member for Corporate Services to Council, 1st March 2000

· Revenue Budget 2000/01

· Capital Programme 2000/01

· Revenue Budget and Capital Programme booklet 2000/01

· * Budget Monitoring 2000/01

· Reports of the Budget Committee 28th June, 26th July 2000 

· Reports of the Lead Member for Corporate Services 28th March, 2nd May, 13th June, 18th July 2000 

