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1.
INTRODUCTION

1.1
The City of Salford is interested in exploring further the prospects for setting up Arms Length Management (ALM) arrangements, having considered, in elected Member and tenant representative fora, a previous report on how these might operate in principle.  However, the Council would be expected by DETR (under the proposals outlined in December 2000) to restrict the number of dwellings managed by a single arms length management company (ALMC) to no more than 12,000 dwellings.  With a total of approximately 30,000 dwellings in management at present, a single  ALMC would be able to manage directly only a part of the housing stock.  The DETR's proposals suggest that in such a case, an overarching ALMC might be established which would delegate day-to-day management, and perhaps other elements of its business, either to fully-constituted subsidiary ALMC's, or to "area boards" whose membership structures reflect that of the parent body.

1.2
The Council is, on the whole, in favour of this model, which complements its existing service organisation strategy of five Area Services teams, each managed by a Group Housing Manager, who may be responsible for services delivered from more than one sub-office.   Salford is a borough composed of historically very distinct communities, who still face different priorities and challenges in housing and in the wider community.  A more clearly-differentiated approach to housing services in not unattractive.  At the same time, Salford has invested considerable effort in the ongoing establishment of local tenants' associations and a Borough-wide tenants' forum, which again, provides a useful foundation for the greater degree of empowerment and involvement in local housing management which a diversified ALM structure seems to offer. 

1.3
Nevertheless, the intangible benefits of ALM are extremely difficult to quantify and evaluate in comparison with the costs of establishing and maintaining such a framework across the whole Borough.  The more easily-quantifiable benefits, in the form of additional financial resources to undertake repairs and improvements to Council housing, will not be available until the Council has, at the minimum, established its ALM structure and bid successfully in competition with other authorities.  At present, there is Government commitment to a budget for these additional financial resources for only two years:  2002/03 and 2003/04.  The Council has therefore taken the view that, if it is to pursue this path, its strategy must:


(
be capable of implementation within a timescale to qualify for additional resources in one or both of these two introductory years, and 


(
represent good value for money, given the risk of being unsuccessful in bidding for additional resources.

1.4
With this in mind, the Council wished to explore the options for its short-term approach to implementing ALM, with a view to developing the short-term model in the longer term on the basis of experience and, hopefully, success in attracting additional resources.  This report seeks to identify a short-term model on the grounds of cost, feasibility and scope for future development, before a more fully researched prototype is developed for discussion with elected Members and tenants.

1.5
The report explores the advantages and disadvantages of two models - a "City-wide" framework of organisations which would comply with DETR requirements relating to devolution to smaller units, and a "pilot" ALMO for one part of the City.  The advantages and disadvantages are discussed in a number of contexts:


(
organisational and constitutional structure issues;


(
the resources required and costs involved in order to set up the model and achieve additional funding;


(
the longer term resourcing requirements of each model;


(
implications of capital financing and building works programmes;


(
ways in which the Council's (including tenants') state of readiness might influence a choice in favour of one model or the other.


Tables showing the advantages and disadvantages of each model under each of these headings are brought together at the end of this report.

1.6
Our conclusion, however, after taking all the advantages and disadvantages into account, is that a City-wide model offers Salford the better prospect.  Although it may appear the more challenging option, in terms of the work required to set the constitutional and organisational frameworks in place in time to obtain additional funding within the Government's initial programme, and in terms of the degree of change to existing structures, we feel that these factors are more than offset by the fact that:


(
it offers better value for money and staff resources in the short and the longer term;


(
it offers greater scope for flexibility to optimise the additional financial resources and associated programmes of building works.


We therefore recommend that, if ALM continues to recommend itself to the Council at all, a City-wide model be pursued.

1.7
The immediate next steps are:


(
To discuss this recommendation and its implications with elected members, tenants and Council staff, updating them on developing thinking within the DETR, "first wave" authorities (of whom Salford is one) and the local management team;


(
To bring forward for consideration over the summer proposals relating to the component elements of a bid for additional funding to DETR, working on the basis that the Council would hope to see additional funding commencing in the year 2002/03.  These component elements will include:



-
identified and costed repair and improvement programmes which ALM funding would enable;



-
the outline Board and organisational structure of the city-wide ALMO and its associated local organisations (which will be based upon proposals concerning the respective responsibilities for housing service delivery of the Council and the ALMO structure);



-
evidence of the involvement of tenants in the development of the proposals, which perhaps may be achieved through the involvement of the Salford People's Forum;



-
proposals for wider tenant consultation.


(
To develop in detail the implementation plan outlined in Appendix III and put the relevant resources and accountabilities in place at elected member, tenant and Council officer levels to deliver it.   
  

2.
THE OPTIONS FOR A SHORT-TERM MODEL

2.1
At either end of a spectrum, the two options under consideration for a short term approach to ALM in Salford are:


Option A:  a "City-wide" framework in which an over-arching ALMC is set up, with at least one subsidiary managing no more than 12,000 dwellings;


Option B:  a "single pilot" ALMC set up to manage no more than 12,000 dwellings.


The charts at Appendix I illustrate these two concepts.  

2.2
In Option A, the Council would retain its housing strategic and private sector roles, together with a co-ordinating and supervision role in relation to the Housing Revenue Account (including Business Planning and strategic options), standards of landlord services (including Best Value) and effectiveness of the ALM framework (the "client" role).  The great majority of landlord activities, including responsibility for developing and managing subsidiary ALMC's, would be delegated to an over-arching, or "parent" ALMC, which would delegate day-to-day housing management, and such other responsibilities as were agreed between them, to subsidiaries.

2.3
In Option B, the Council housing service remains virtually as it is, except that one area is developed as a pilot ALMC.

2.4
If, in order to minimise disruption, the responsibilities of the parties in each of these options were based on the recently-introduced Housing department structure, the functions undertaken in each case by the different parties might resemble the charts provided in Appendix II.  In general terms, this would result:


Under Option A:  a very substantial delegation to the parent ALMC of all HRA-related Property services, many centralised Housing services and the financial, accountancy and IT services which support them, with the addition of an executive and policy function in its own right.  The Council would, at the same time, retain an executive and policy function, and have under its direct control:


(
a Housing strategy team dealing with all aspects of the council's overall housing strategic role and transactions with the private and RSL sectors;


(
some existing centralised housing services which either span all sectors or are specialist and perhaps should not be delegated at this time;


(
a landlord services strategy team who would be necessary to oversee the HRA, including strategies for rent re-structuring, capital investment, tenant participation under the TPC and Best Value, and to relate to the Parent ALMC on its business plan proposals, achievement of targets, delivery of quality standards, etc.


The parent ALMC would, from the outset, under this model, have at least one subsidiary ALMC, which would manage and provide services in much the same way as Area Management does at present.


Under Option B: a single Area would be selected as a pilot ALMC.  The scope of its activities would be very limited in comparison with Option A, with the existing central Council Housing services remaining virtually as at present.  The new organisation would need to take on some strategic and planning activities in which the Areas have not, apparently, taken a pro-active role to date:


(
reporting to Committee (Board);


(
preparing and managing its business plan;


(
managing its partnership with the Council;


(
managing its Best Value and customer services programmes.


However, this would be necessary as a subsidiary, also.

2.5
The structural advantages and disadvantages of each, which need to be considered alongside other criteria discussed later in this report, can be summarised as follows:

	Option A: a "city-wide" framework - Structural issues

	Advantages
	Disadvantages

	Major delegation and wide-ranging business plan offers considerable scope for change, economies of scale and improvement, together with a flexible response to changing financial, social or maintenance priorities.
	Extent of delegated authority requires considerable confidence on the Council's part in the ALMC concept and management team.

	The Areas as subsidiary organisations would, arguably, be less exposed to requirements for autonomous self-management - lower requirement to "beef-up" existing management capability, and thus more continuity/less cost at this level than Option B. 
	While preserving much of the existing structure, there would be a need for:

( re-structuring in the teams split between Council-retained and parent ALMC functions, particularly on the Council side, where it might make more sense to combine teams;

(  possibly some losses of economy:  the current central structure is quite lean on strategic and senior financial, property and managerial people and there may be a need to reinforce either the Council or the parent ALMC side with senior people in order to achieve a viable and well-managed service on both sides.

Possibly some less extensive delegation might mitigate this.

	This model, or something similar, will be necessary if more than one "Area-based" ALMC is set up: resolving structural issues and putting the framework in place now means that subsequent subsidiaries can be developed more quickly/easily.   
	Some uncertainties about DETR approach to parent ALMC undertaking management on behalf of the Council (as opposed to setting up subsidiary ALMC) of more than 12,000 dwellings.  Need to discuss with them what the bottom line is in terms of Area-based management/Estate Boards, etc.  It would not make economic sense for the Council to retain direct management of non-subsidiary-ALMC stock (duplication of structures and effort).

Possible alternative solution is to go for Council-wide ALMC framework immediately.


	Option B:  a local pilot - Structural issues

	Advantages
	Disadvantages

	Small-scale delegation looks less disruptive and risky than Option A
	Questions over whether delegation is sufficiently broad to offer scope to make a difference

	
	Existing structure at Area level would need considerable "beefing-up" to take on pilot role and self-management as an independent company.  Questions:

(  extra cost and resources?

(  would scope of activity retain interest and commitment of suitable staff?

(  would this be preferred arrangement if more ALMC's were established or would new parent body be established, making some of this investment / skill / commitment redundant? 


3.
SET-UP RESOURCE REQUIREMENTS AND COSTS
3.1
Appendix III provides an overview in chart form of a possible action plan.


Timetable
3.2
The overall timetable is dictated by three factors:


(
the period of time it may take to assemble all the elements of the bid to DETR for approval of additional resources, including a business plan for the ALMC(s);


(
the period of time it may take to complete a Best Value Review, establish a service improvement plan which identifies ALM as the preferred option, and thus establish the objectives and service improvement targets of the ALMC(s), and complete a Housing Inspection of the review;


(
the period of time it may take to establish a working Board for the ALMC(s) who undertstand and are confident in their business plan and are ready for inspection by the Housing Inspectorate.

3.3
Taking Option A (City-wide) as the benchmark, we suggest that the optimum timetable would be, in terms of key "milestones":


(
Establish the Board for "shadow" operation and development of the business plan over the nine months to 31 March 2002.  This would entail:



-
developing the business plan for the financial year 2002/03 in seven months (to end January 2002);



-
perhaps selecting tenants for "shadow" Board membership, while an electoral process is put in place which will provide elected tenant representatives to come on stream in April 2002;



-
getting all of the ALMC operational resources (staff, contracts, service level agreements, etc.) in place for commencement of Year 1 operation by 1 April 2002.


(
Completing the Best Value reviews in time for Inspection as already planned in month 12 (June 2002).  It would be desirable to feed the proposed improvement targets into the ALMC Business Plans (if there is a material impact) and we have suggested that the reviews themselves should be completed by month nine (March 2002), subject to scrutiny and adoption of recommendations.


(
Completing consultation with tenants on the details of the proposals by  March 2002.  On the basis of a favourable outcome, the shadow Board, resourcing structures and business plan would go live and an application be made to DETR.


The advantages and disadvantages of each of the ALMC models in relation to this timetable are outlined at the end of this section.


Resources

3.4
The programme of work outlined in Appendix III, if it is to be achieved in the timescale indicated, will require dedicated resources over the 12 month period, though not all of them necessarily on a full time basis.  We suggest that the Council will need:


(
A Project Manager, identified and appointed in Month 1 (June 2001) to turn the activity plan into a useful tool, lead the proposed executive team in ensuring that it is achieved, set up and report to the ALMC Board(s) and report through the Council's Director;


(
An executive team to work with the Project Manager, including (at the minimum) appropriate representatives of property, finance and tenant participation, the first two of whom will be responsible for developing the ALMC's business plan, while the third takes responsibility for both tenant consultation and setting an framework of representation in place which results in duly-elected tenant Board members.  If Option A is pursued, the Group Manager of the prospective subsidiary ALMC should also be a member of the group, taking some of the project manager's roles in relation to their local ALMC Board and business plan.


(
A consultative team of identified officers in stakeholder teams or departments with whom the executive team will work, including (at the minimum):



-
human resources and internal communications;



-
legal services;



-
IT services;



-
financial services;



-
Housing investment and strategy;



-
customer services and Best Value.

3.5
You will also need to ensure that the Best Value review team is adequately led, resourced and briefed to complete its task in the time allowed.  You also may want to provide for some external support to the executive team to assist them in keeping priorities in view, to provide additional resources to cover peaks of work they are unable to undertake themselves and to provide specialist advice on legal, financial or business-planning issues.

3.6
As a very approximate estimate, and assuming external support as suggested, the task might require the following inputs from the team:


(
Project Manager:
100% working time


(
Executive team members
50% working time


(
Consultative team members
10% working time over whole period (peaks and troughs)


Again, the advantages and disadvantages of the two options from this perspective are discussed at the end of this section.


Skills and postholders
3.7
It is an obvious progression from Project Manager to Director of the parent ALMC (in Option A) or of the pilot ALMC (in Option B) (Section 4 considers the longer-term resourcing requirements of the ALMC).  You will therefore need to consider at the outset whether someone is available with the skills for both tasks and/or whether you can afford for someone appropriate to be the Director of the ALMC concerned to be taken off the current task of managing and delivering the Housing service to undertake implementation Project Management.

3.8
The Project Manager should:


(
have a track record of achieving objectives in managing change;


(
understand the proposed business of the ALMC and the various component elements of its business plan;


(
have good communication and reporting skills for work with Board and tenants;


(
have good negotiating skills for work with the consultative team;


(
have good leadership skills to inspire and co-ordinate the activities of the executive team;


(
have good time-management skills!

3.9
Members of the executive team should:


(
be committed to developing a workable business plan and structure for the ALMC;


(
have good analytical skills in terms of defining the objectives and the tasks to be achieved and the methods of achieving them;


(
have a track record of completing tasks within deadlines in a team-working context;


(
have a comprehensive knowledge of their area of the business;


(
have appropriate inter-personal skills for work with colleagues, Board and tenants.

3.10
The main points of comparison from the perspective of the logistics of implementation between Options A and B are outlined below:

	Option A: a "city-wide" framework  - implementation issues

	Advantages
	Disadvantages

	If further Area-based ALMC's were to be established, it is expected that a parent body would be set up.  Not only might this necessitate a subsequent implementation plan, perhaps of a further 12 months, but decisions taken in establishing the pilot might constrain the parent set-up, or further re-arrangement of the pilot framework might be required.  It is more effective in time and effort to put entire framework in place from the start.
	Timescale for implementation, at minimum 12 months, is likely to be longer than Option B, because scale of delegation is greater:

(  issues to be resolved are more numerous  and complex;

(  risk areas in business plan are more material and require greater assurance.

	There are more existing officers with appropriate skills to undertake Project Manager and executive team roles at this level in the current Housing structure, than would be the case in Option B.

Area level representative would be getting appropriate support and training in setting up subsidiary alongside participation in executive team.

"Two for the price of one" element in setting up parent and subsidiary at the same time.
	This option represents a far more complex and challenging implementation task than Option B. 

	
	Dedication of senior staff to Project Manager and executive team roles leaves difficult gaps to fill in continuing existing task.  


	Option B:  a local pilot -  implementation issues

	Advantages
	Disadvantages

	Timescale for implementation might be 9 months, rather than 12 for Option A.  However, Best Value and tenant representation factors still require considerable elapsed time.
	Pilot arrangements may need to be changed if parent/subsidiary structure subsequently implemented.

	Implementation is simpler task than Option A, but separation at detailed level and business plan and operational requirements complex in comparison with status quo.  
	There are relatively few existing officers at the Area level with appropriate skills to undertake Project Management task.  One option is to resource this and the executive team tasks from the central senior team:

(  poor value for money in comparison with Option A (only one, limited ALMC to show for effort).

(  this approach doesn't provide ALMC with management team of right calibre and skills mix for the longer term.

Alternative option is to staff up at Area level with appropriate longer-term team who will form executive team at the start:

(  comparatively expensive for ALMC's actual responsibiltiies;

(  risk that staff will not be required in longer term.

	Probably less time input required on part of Project Manager and executive team than Option A:  reduce estimates in report by 30%(?).  Leaves less difficult gap to fill at existing senior staff level in order to carry on existing commitments.
	


4.
LONGER-TERM RESOURCING REQUIREMENTS
4.1
The DETR and the Audit Commission (c.f. "Framework for assessing excellence in housing management" pub. March 2001) expect ALMC's to achieve a level of independent governance and responsibility for their service delivery, their Best Value targets and their business plan which is distinct from the local authority and its retained housing services.  There will, therefore be a requirement for a management team, probably reporting to the ALMC Board and to the local authority through a lead officer (Director or Chief Executive).  This individual will need to demonstrate, at a level appropriate to the extent of responsibility delegated to the ALMC:


(
ability to marshal appropriate information and report to the ALMC Board to ensure it can fulfil its proper functions;


(
ability to make strategic and financial recommendations, based on a sound understanding of the company's business plan;


(
ability to lead and co-ordinate a multi-disciplinary team of financial, housing, property and other professionals;


(
sound understanding of the business and role of the ALMC in the Council's strategy;


(
ability to inspire and retain confidence in the ALMC on the part of tenants, the Council and the parent body (in the case of a subsidiary).

4.2
Depending upon the scope of the delegation, the lead officer  will require the services of an effective staff team with responsibilities for:


(
financial management of the business plan and such accountancy functions as are delegated to the ALMC;


(
property services, including budget management, contracts and works programming at a level consistent with the activities delegated to the ALMC;


(
housing services;


(
operational infrastructure arrangements (IT, HR, support services and supplies, etc.).


While, in the case of a relatively small-scale ALMC (such as Option B, or the subsidiary ALMC in Option A), a number of these functions could be provided by a parent body or by the Council, where the scale of activity is too small to justify the expense of a full-time ALMC employee of suitable calibre, there would still be a requirement that such services be seen to be under the control of the ALMC lead officer and Board:


(
it is likely that DETR and the Housing Inspectorate will require this to be demonstrated;


(
it is likely that this will be necessary for the Board to function properly.

	Option A: a "city-wide" framework  - longer-term resourcing issues

	Advantages
	Disadvantages

	Officers in the current central housing structure make an obviously "ready-made" ALMC management team for the parent body (subject to individuals having required skills)
	Council-retained central Housing functions could be denuded of suitable managers.  Recruitment to requirements could result in losses of current economies of scale. 

	Officers who would supply necessary support to subsidiary ALMC lead officer are within the parent ALMC structure - required separation from Council is achieved without uneconomic reinforcing of structures/services at Area level.
	

	Model is sustainable in longer-term, as new subsidiary ALMC's are developed.
	


	Option B:  a local pilot -  longer-term resourcing issues

	Advantages
	Disadvantages

	Additional costs of ALMC management at this level may be somewhat less than additional costs of securing adequate senior management on both ALMC and Council sides under Option A.  This would be a short-term advantage, however, if Option A were subsequently implemented as new ALMC's were developed. 
	Area-level lead officer/management team would probably need considerable reinforcement in order to fulfil self-governance requirements - additional cost at this level.

	
	In the longer term, if further ALMC's were set up, together with a parent body, arrangements in the pilot ALMC could become redundant.


5.
CAPITAL FINANCING AND WORKS PROGRAMME ISSUES
5.1
There are three sorts of concern to be considered at this stage:


(
the availability of additional resources;


(
the potential application of such resources to works programmes;


(
the arrangements which might exist between the Council and the ALMC to borrow capital funds and apply them to works programmes.


This report considers these only in the context of a comparison between the two ALMC options. 

5.2
One of the key attractions of Option A (city-wide ALMC) is to optimise the additional resources which the Council could apply for in its first bid to DETR:  to put it crudely, the more dwellings that are under ALMC management, the greater the sums of  money for which the Council could bid.  Bidding, of course, does not guarantee success, nor does the Council necessarily require the maximum additional financial assistance which is theoretically feasible.  However, it must be assumed (in the absence of any DETR indication to the contrary) that with 30,000 dwellings under ALMC management, as in Option A, the Council could bid for more than with, say, 6,000 dwellings in management as in Option B.  This is, however, dependent upon DETR's view of the issue raised in paragraph 2.5 - Option A Disadvantages - above:  will the parent ALMC managing more than 12,000 dwellings on behalf of the Council until such time as fully-fledged subsidiary ALMC's are set up bar its eligibility for additional resources, or is there some acceptable compromise arrangement, such as "Area Boards" which would be compliant.  This needs to be clarified with DETR early in the process.  If there is no acceptable compromise, more than one subsidiary ALMC would need to be established from day 1 if the Council wished to optimise additional resources.  

5.3
A fundamental question to be answered in considering whether this is a critical issue is "How much additional capital does the Council require?"  Bearing in mind that additional funding for capital repairs and improvements to the dwellings under management by the subsidiary ALMC (option A) or pilot ALMC (option B) could have the effect of releasing existing funding streams for repairs and improvements elsewhere in the stock, a bid which would secure, say £10 million for the Area concerned might suffice as a first stage.  In comparison with the Council's draft capital programme for 2001/02 (£18million), this would represent an increase of over 50% 

5.4
In comparison with the indicative guidelines proposed by the DETR, this would be a relatively modest bid:


(
at the average rate of investment of £5,000 per dwelling, this represents (notionally) works to a total of 2,000 dwellings;


(
assuming (which is DETR's assumption) that revenue streams sustain capital borrowing to a factor of 10, £10 million capital investment would require a revenue stream of £1,000,000 per annum;


(
in HRA subsidy terms, this represents an additional "Arms Length Management Allowance" of £33 per annum across the entire Council stock of approximately 30,000 dwellings (as compared with the £500 per annum national average suggested in the DETR discussion paper published in December 2000);


(
in comparison with the DETR's annual budgets for ALMC-related additional capital allocations, £10 million represents 6% of the 2002/03 budget (£160m) or 3% of the 2003/04 budget (£300m).

5.5
Such a level of investment would be achievable, in theory, under either Option, A or B.   In order to decide, therefore, whether this issue is relevant to the decision as to which Option is preferable, further discussion is necessary of:


(
the level of additional resources which the Council requires to meet its obligations to tenants, believes it could credibly bid for, and thinks would justify an ALMC framework; 


(
if still relevant, the DETR attitude to the issues outlined in 5.2 above.


Potential application of additional funds
5.6
The next issue to be considered is whether it is feasible to spend £10m (or any sum which would justify the cost and disruption of setting up an ALMC framework) in any one of the 5 areas which might be candidates for either Option A (subsidiary ALMC) or Option B, and if so, over what timescale?  Looking exclusively at ongoing and projected new capital and major repairs programmes over the three years 2001/2 to 2003/4, it seems unlikely that such a sum could be spent in addition to existing programmes, but that it could fund all or the major part of these instead of the existing funding stream, over a 2-3 year period.    


Financing and managing the capital programme

5.7
Under Option A, as outlined in section 2 above, while it is probable that the Council would continue to undertake the Treasury function, it would be feasible to delegate substantial responsibility to the parent ALMC for the management of both the retained HRA and additional ALMC capital programmes.  Budgets and programmes could be agreed in advance of the start of the financial year and progress reported throughout.  It is probable that existing roles would not change very materially.  Careful thought would need to be given, however, to the mechanisms, after separation from the Council and under the ALMC management agreement, for incentivising the parent ALMC to ensure that programmes were delivered to timescale, and to achieve optimum efficiency in procurement and value for money in investment.

5.8
Under Option B, it is unlikely that the ALMC would have any material responsibility for delivery of capital programmes beyond a consultative, client role.  In this instance, one would need to think about how, as a semi-independent body accountable to its Board and tenant representatives, it was enabled, through the agreement with the Council, to exercise this role effectively.

	Option A: a "city-wide" framework  - capital investment issues

	Advantages
	Disadvantages

	Optimises potential bid/additional resources provided acceptable model can be found for management of > 12,000 housing stock by parent body in the interim.
	Doubts about feasibility / value for money of additional capital spending on a large scale.

	Management of capital programme is transferred to ALMC more or less intact - scope for innovation and improvement.
	Need to take care that programme is maintained, efficiencies achieved, and that responsiveness to subsidiary (client) ALMC's and tenants is maintained.


	Option B:  a local pilot -  capital investment issues

	Advantages
	Disadvantages

	Possibly offers sufficient scope to generate additional funds, without raising issues of >12,000 units under management.  
	Same can be said of Option A.

	
	Pilot ALMC would take very limited responsibility for delivery of capital programme - would local team be able to exercise more effective client role required after formal separation?


6.
STATE OF READINESS ISSUES
6.1
In the context of this discussion, there are perhaps three critical features of the current arrangements for housing service delivery which might influence a choice between options A and B, given the timescale for implementation if ALM goes ahead:


(
the readiness of tenant representative bodies to take on ALMC Board roles;


(
the quality of service and likelihood of achieving a "3-star" rating from the Housing Inspectorate;


(
IT and management information frameworks and their ability to supply support to ALMC business plans. 


Readiness of tenant representative structures

6.2
Area Housing Committees have been in place since 1994 and would be the obvious foundation on which to build tenant participation in the Boards of either the subsidiary (Option A) or pilot (Option B) ALMC's.  They review the performance of the Area in delivering its services, but do not appear to review a financial business plan for the area.  Since the responsibilities of each Area are relatively limited, in comparison with the whole HRA housing service, there is not a great deal of scope for these committees to consider, far less take decisions on, more far-reaching options for efficiency savings or service strategies.   There is no central tenant forum which is accountable to area committees and which has a role in determining the HRA business plan or annual budgets (although this is not to say that tenants are not consulted on these and other matters).  

6.3
The formal frameworks for tenant involvement in the running of HRA services would therefore need some considerable development if they were either to take on the responsibilities of an ALMC Board, or to provide a reliable stream of tenant representatives on such Boards who are able to participate effectively as full members.  Option A would present considerable challenges in this respect, but may also offer the impetus to take tenant involvement in Salford rapidly further forward.


Quality of service and Housing Inspection outcomes

6.4
It must be borne in mind that, of the 21 Housing Inspections of which results have been announced so far, none has awarded 3-star rating to the authority concerned and only half have received 2-star rating.  Only two authorities were judged "likely to improve".  Although these results are not necessarily good indicators for authorities' future achievements in Best Value - for instance, the scope and approach of Inspections varies in relation to the scope of the original service review, and these are all based on reviews undertaken early in the first five years of Housing Best Value - there is a feeling that DETR will be obliged to ease its requirement on Best Value outcomes if the additional resources for ALMC's are to be allocated within the next two budget years.  

6.5
The Housing Inspectorate's timetable for inspection of a local authority and its ALMC(s) also plays into this debate on potential DETR policy.  The recent "Framework for Assessing Excellence in Housing Management" publication suggests that: 


(
Where an authority's services are judged to be excellent, and an ALMC framework is then set up, the Inspectorate would return to undertake a "light touch" inspection of the ALMC's governance and relationship with the authority - presumably this might take place, at the earliest, some 2-4 months after the ALMC has "gone live".  While this could theoretically be accommodated within the timetable outlined in Appendix III (the ALMC framework in Salford would, potentially, have 6 months shadow operation, and 2-3 months live operation behind it by the time Inspection took place in June 2002) Salford would need to be spectacularly excellent to achieve a 3-star rating in the course of one inspection.  On the basis of experience to date elsewhere, this seems unlikely.


(
If an authority does not achieve an excellent rating, but sets up an ALMC as part of its improvement programme, it is expected to request the Inspectorate to undertake a full Inspection of the services delivered by the ALMC after it has undertaken its own Best Value review.  It seems unlikely that such an Inspection could occur  within less than 12 months after the ALMC has gone live. 

6.6
It seems unlikely that Salford's Best Value Inspection results would be better than similar authorities, if the Housing service were inspected now, and equally unlikely that, in the 12 months leading up to Inspection in June 2002, the Council could, in addition to undertaking a Best Value Review and pursuing ALM, put the whole housing service on a footing which could reliably result in a 3-star rating.  If DETR are unwilling to revise their Best Value outcome requirements, it is unlikely that the Council would qualify for additional resources for an ALMC before 2003, following Inspection of the ALMC's activities in the early part of that year.  Although the Council might therefore ask the Inspectorate to allow a little more time before inspecting the Council's services (currently programmed for June 2002), however, this would not enable the Council to relax the timetable for getting the ALMC(s) up and running in time to undertake their own BV review(s). 

6.7
Amid such uncertainty about the approach of DETR and the likely outcome of an Inspection of either the Council's or the ALMC's services, it is hard to see whether Option A or B offer any greater advantages, and we suggest that the decision be taken on other criteria.


IT support and financial information

6.8
Performance and expenditure data, and investment programmes are already analysed by Area, but Areas do not manage their own business plans at present.  Not only would the Area management require reinforcement to enable this to happen at the level required in a semi-independent ALMC (discussed earlier in this report), but procedures and approaches would need to change in the central teams to enable the local managers to participate effectively in the business planning and budget management process.  IT support will be necessary to achieve this.  There are already central Housing Finance staff and a SIHMS project team developing housing systems and it is proposed in section 2 that this transfer to the parent ALMC under Option A.   It could be argued that Option A would provide greater impetus for the development of the devolved systems and financial management necessary to ensure that local ALMC's function effectively under either option A or B.

	Option A: a "city-wide" framework  - state of readiness issues

	Advantages
	Disadvantages

	Would provide impetus to develop tenant participation in HRA strategic and business planning activities.
	Would require substantial re-organisation and reinforcement of existing tenant involvement structure to set up parent ALMC Board and elect sufficient able people year on year. 

	Would provide impetus to develop locally-devolved financial and IT systems.
	


	Option B:  a local pilot -  state of readiness issues

	Advantages
	Disadvantages

	Area Housing Committee could be developed naturally into local ALMC Board.
	Formal responsibility of ALMC Board membership may emphasise limitations of scope for Board to at this level to "make a difference" - frustrations?

	Would provide testing-ground for new locally-devolved financial management and IT systems
	Danger that, if change at centre is not perceived as material, local ALMC will not be challenged to develop self- management skills.


7.
SUMMARY AND CONCLUSIONS
7.1
The various advantages and disadvantages of the two options are summarised below.

7.2
To summarise, Option A probably offers the greater potential advantages, but represents the greater challenge in terms of requirements for change, and thus for time input to implementation.  Differences in implementation timescales for either option are not  material.  Option A probably represents better value for money, compared with Option B, in terms of the costs of implementation and longer-term staffing, but would make more pressing demands for investment in staff resources during the implementation period.

7.3
There are still fundamental questions as to:


(
how much additional capital resource is desirable, and feasibly expendable;


(
whether the potential sum,  when taken together with the risk of not being successful in bidding for it, justifies the investment in staff resources in the implementation period and in the longer term.


If it is decided to proceed on the assumption that Option A would be the preferred option, and that additional resources of the order of those discussed earlier in this report were appropriate, we would undertake further work to cost the implementation and longer-term business plan of the ALMC's in order that a final view could be taken.  We would also suggest discussions with DETR, and perhaps with the Housing Inspectorate in order to resolve questions identified in the report above as far as possible at this stage.    

	Option A: a "city-wide" framework - Structural issues

	Advantages
	Disadvantages

	Major delegation and wide-ranging business plan offers considerable scope for change, economies of scale and improvement, together with a flexible response to changing financial, social or maintenance priorities.
	Extent of delegated authority requires considerable confidence on the Council's part in the ALMC concept and management team.

	The Areas as subsidiary organisations would, arguably, be less exposed to requirements for autonomous self-management - lower requirement to "beef-up" existing management capability, and thus more continuity/less cost at this level than Option B. 
	While preserving much of the existing structure, there would be a need for:

( re-structuring in the teams split between Council-retained and parent ALMC functions, particularly on the Council side, where it might make more sense to combine teams;

(  possibly some losses of economy:  the current central structure is quite lean on strategic and senior financial, property and managerial people and there may be a need to reinforce either the Council or the parent ALMC side with senior people in order to achieve a viable and well-managed service on both sides.

Possibly some less extensive delegation might mitigate this.

	This model, or something similar, will be necessary if more than one "Area-based" ALMC is set up: resolving structural issues and putting the framework in place now means that subsequent subsidiaries can be developed more quickly/easily.   
	Some uncertainties about DETR approach to parent ALMC undertaking management on behalf of the Council (as opposed to setting up subsidiary ALMC) of more than 12,000 dwellings.  Need to discuss with them what the bottom line is in terms of Area-based management/Estate Boards, etc.  It would not make economic sense for the Council to retain direct management of non-subsidiary-ALMC stock (duplication of structures and effort).

Possible alternative solution is to go for Council-wide ALMC framework immediately.

	Implementation issues

	Advantages
	Disadvantages

	If further Area-based ALMC's were to be established, it is expected that a parent body would be set up.  Not only might this necessitate a subsequent implementation plan, perhaps of a further 12 months, but decisions taken in establishing the pilot might constrain the parent set-up, or further re-arrangement of the pilot framework might be required.  It is more effective in time and effort to put entire framework in place from the start.
	Timescale for implementation, at minimum 12 months, is likely to be longer than Option B, because scale of delegation is greater:

(  issues to be resolved are more numerous  and complex;

(  risk areas in business plan are more material and require greater assurance.

	There are more existing officers with appropriate skills to undertake Project Manager and executive team roles at this level in the current Housing structure, than would be the case in Option B.

Area level representative would be getting appropriate support and training in setting up subsidiary alongside participation in executive team.

"Two for the price of one" element in setting up parent and subsidiary at the same time.
	This option represents a far more complex and challenging implementation task than Option B. 

	
	Dedication of senior staff to Project Manager and executive team roles leaves difficult gaps to fill in continuing existing task.  

	Longer-term resourcing issues

	Advantages
	Disadvantages

	Officers in the current central housing structure make an obviously "ready-made" ALMC management team for the parent body (subject to individuals having required skills)
	Council-retained central Housing functions could be denuded of suitable managers.  Recruitment to requirements could result in losses of current economies of scale. 

	Officers who would supply necessary support to subsidiary ALMC lead officer are within the parent ALMC structure - required separation from Council is achieved without uneconomic reinforcing of structures/services at Area level.
	

	Model is sustainable in longer-term, as new subsidiary ALMC's are developed.
	

	Capital investment issues

	Advantages
	Disadvantages

	Optimises potential bid/additional resources provided acceptable model can be found for management of > 12,000 housing stock by parent body in the interim.
	Doubts about feasibility / value for money of additional capital spending on a large scale.

	Management of capital programme is transferred to ALMC more or less intact - scope for innovation and improvement.
	Need to take care that programme is maintained, efficiencies achieved, and that responsiveness to subsidiary (client) ALMC's and tenants is maintained.

	State of readiness issues

	Advantages
	Disadvantages

	Would provide impetus to develop tenant participation in HRA strategic and business planning activities.
	Would require substantial re-organisation and reinforcement of existing tenant involvement structure to set up parent ALMC Board and elect sufficient able people year on year. 

	Would provide impetus to develop locally-devolved financial and IT systems.
	


	Option B:  a local pilot - Structural issues

	Advantages
	Disadvantages

	Small-scale delegation looks less disruptive and risky than Option A
	Questions over whether delegation is sufficiently broad to offer scope to make a difference

	
	Existing structure at Area level would need considerable "beefing-up" to take on pilot role and self-management as an independent company.  Questions:

(  extra cost and resources?

(  would scope of activity retain interest and commitment of suitable staff?

(  would this be preferred arrangement if more ALMC's were established or would new parent body be established, making some of this investment / skill / commitment redundant? 

	Implementation issues

	Advantages
	Disadvantages

	Timescale for implementation might be 9 months, rather than 12 for Option A.  However, Best Value and tenant representation factors still require considerable elapsed time.
	Pilot arrangements may need to be changed if parent/subsidiary structure subsequently implemented.

	Implementation is simpler task than Option A, but separation at detailed level and business plan and operational requirements complex in comparison with status quo.  
	There are relatively few existing officers at the Area level with appropriate skills to undertake Project Management task.  One option is to resource this and the executive team tasks from the central senior team:

(  poor value for money in comparison with Option A (only one, limited ALMC to show for effort).

(  this approach doesn't provide ALMC with management team of right calibre and skills mix for the longer term.

Alternative option is to staff up at Area level with appropriate longer-term team who will form executive team at the start:

(  comparatively expensive for ALMC's actual responsibilities;

(  risk that staff will not be required in longer term.

	Probably less time input required on part of Project Manager and executive team than Option A:  reduce estimates in report by 30%(?).  Leaves less difficult gap to fill at existing senior staff level in order to carry on existing commitments.
	

	Longer-term resourcing issues

	Advantages
	Disadvantages

	Additional costs of ALMC management at this level may be somewhat less than additional costs of securing adequate senior management on both ALMC and Council sides under Option A.  This would be a short-term advantage, however, if Option A were subsequently implemented as new ALMC's were developed. 
	Area-level lead officer/management team would probably need considerable reinforcement in order to fulfil self-governance requirements - additional cost at this level.

	
	In the longer term, if further ALMC's were set up, together with a parent body, arrangements in the pilot ALMC could become redundant.

	Capital investment issues

	Advantages
	Disadvantages

	Possibly offers sufficient scope to generate additional funds, without raising issues of >12,000 units under management.  
	Same can be said of Option A.

	
	Pilot ALMC would take very limited responsibility for delivery of capital programme - would local team be able to exercise more effective client role required after formal separation?

	State of readiness issues

	Advantages
	Disadvantages

	Area Housing Committee could be developed naturally into local ALMC Board.
	Formal responsibility of ALMC Board membership may emphasise limitations of scope for Board to at this level to "make a difference" - frustrations?

	Would provide testing-ground for new locally-devolved financial management and IT systems
	Danger that, if change at centre is not perceived as material, local ALMC will not be challenged to develop self- management skills.


APPENDIX I

Outline of possible ALMC models

APPENDIX II

Services delivered in the two options

APPENDIX III

Implementation activity plans
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