REPORT OF THE LEAD MEMBER FOR CORPORATE SERVICES

TO THE CABINET

TUESDAY, 6TH JUNE, 2000 

Discussion Document : 2001/02 – 2003/04 REVENUE BUDGET STRATEGY
1. INTRODUCTION

1.1. This report seeks to commence the process of determining the strategy to be adopted for the 2001/02 revenue budget, based around the issues raised during the 2000/01 budget process and looking ahead at the prospects for the next three years.

2. BUDGET PROJECTION FOR 2001/02 – 2003/04

2.1. Attached at Appendix 1 is a projection of the spending requirement for the next three years.

2.2. The projection is based on the following assumptions :-

2.2.1. A 3% per annum increase in the Government spending guideline (2.9% in 2000/01). Members will recall that whilst local authorities were permitted a 4.5% guideline increase in spend for 2000/01, Salford was affected detrimentally by adverse RSG data on population and unemployment data. It is assumed that this adverse trend will continue in this projection. Like 2000/01, a 3% increase in spend may still require a 4.5 to 5% Council Tax increase, all other factors being the same.

2.2.2. A 2% per annum reduction in expenditure through efficiency savings in line with the Government’s assumptions from the last Comprehensive Spending Review. This does not apply to income budgets.

2.2.3. Meeting known spending commitments. These include :-

· Pay inflation at 3.5% for teachers and 3% for others and price inflation only for externally determined charges at 2.5% generally and 5% for levies ;

· Full realisation of the increased savings identified in the three year savings plan approved for the 2000/01 budget and from Invest to Save Fund allocations ;

· Capital financing costs and other known implications from the approved capital programme, particularly the £1.5m rent loss from disposal of shopping centres ;

· Decapitalisation of those areas of revenue expenditure where the section 40(6) capitalisation direction was sought for 2000/01 ;

· Other staffing cost commitments – increments, superannuation increase ;

· Increasing the contribution to reserves by £0.5m to achieve the goal of 3% reserves by 2003 in a staged manner.

2.3. The result of this projection is, if these assumptions are accepted as a basis for future planning, that the City Council would need to find :-

Savings of £4.7m in 2001/02,

Savings of £2m in 2002/03,

but have Growth of £0.9m in 2003/04

2.4. It should be borne in mind that the above projection is largely a commitment-only based projection. It does not, for example, include the following areas of expenditure which have required additional resource in recent years and may potentially require further additional resource to be committed in 2001/02 and beyond :-

· Children in care

· Community care

· Passporting the Education SSA increase

· SEN extra-district provision and transport

· Primary school budgets

· Libraries

2.5. There may well be other spending priorities and pressures which will emerge during 2001/02 which are not catered for above, eg I T investment.

2.6. On the other hand, a different view may be taken on the assumptions contained above, eg :-

· Could there be more favourable spending guidelines from either better RSG data, the chances of a general election in 2001 or from the comprehensive spending review due to be announced in July ? ; 

· Could the revenue expenditure capitalised under the section 40(6) continue to be funded from the capital programme in 2001/02 ? ;

· Should an extra £0.5m be provided for the contribution to reserves ? ;

· Are the assumptions on inflation appropriate ? ;

· The assumptions this year do not contain an across-the-board increase in income as there have been signs in the 2000/01 budget that this approach is beginning to prove difficult for some directorates to sustain. Nevertheless should the approach be maintained ? 

2.7. Members are requested to indicate whether they would wish any particular budget assumptions to be included or amended at this stage.

3. BUDGET STRATEGY ISSUES

· The level of Council Tax.

· Savings – what should the process be ?

· concentration on efficiency savings

· cuts in service if the RSG settlement dictates

· Linking (a) the revenue and capital planning processes, 


(b) the budget and service planning processes, and


(c) the budget with performance review

· The impact of best value reviews.

· Approach to consultation – any lessons to be learnt from the 2000/01 process ?

Eg consultation with specific age/gender/ethnicity groups

     better planning/organisation of meetings

· 2 stage process – issues paper after July Comprehensive Spending Review, options after RSG announcement

· will there be a Quality of Life survey ?

· Timetable.

Members views are sought on the above-mentioned issues and any other issues they wish to see addressed as part of the budget process.
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