Resource Allocation Working Group Report 2011
1. Introduction

At its meeting on 22 January 2010 the Broads Authority resolved as follows: 

“that a short-term Resource Allocation Member Working Group comprising five members to include the Chairman and Vice-Chairman of the Authority plus three others to be confirmed by the Chairman be established; to review all the activities and expenditure of the Authority, using the priorities from the Broads Plan to make recommendations to the Authority on future resource allocation, and also to undertake a preliminary review of the pilot National Park Authority Performance Assessment documentation.”
The Group’s Terms of Reference were agreed by the Authority at its meeting on 19 March 2010. These are set out below.
“Resource Allocation

The Group is asked to examine all aspects of the Authority’s income and expenditure with a view to:

· developing a three year financial strategy for the period 2011/12 to 2013/14; and

· making recommendations to the Authority about how resources should be allocated across the Authority’s activities during this period.

In carrying out this review the Group will take into account the following:

· the report and findings of the Navigation Finance and Tolls Review Group, which were adopted by the Authority at its meeting on 20 November 2009;
· the present economic outlook and the likelihood of a reduced grant settlement from 2011/12 onwards (including the possibility that the Additional National Park Grant will be discontinued); and
· the priorities arising out of the emerging Broads Plan, to ensure that these are appropriately reflected in future resource allocation. 

National Park Authority Performance Assessment (NPAPA)

The Group is also asked to assist in preparing for the NPAPA peer review process in July 2011 by:

· reviewing the 2010 Pilot Self Assessment prepared by officers, including an analysis of strengths and weaknesses; and 

· approving the 2010 Pilot Improvement Action Plan for consideration by the Authority.”
Mr Mallett chaired the Group which met on ten occasions. This report details the findings and recommendations of the Group.
2. Spending Review
The Group met against a background of severe financial restrictions as a result of the Government’s Spending Review which was published in October 2010. It was noted from the outset that Defra was expected to contribute £162 million towards the Government’s £6 billion saving during 2010/11, which was expected to have significant implications for national park authorities and the Broads Authority. In June 2010 Defra announced a 5% ‘in-year’ reduction in National Park Grant, equating to a loss of £212,000, and shortly after advised national park authorities that they should plan for a reduction of 30% over the period of the Spending Review.

In positioning itself for these changes the Group noted that the Authority’s overall position was sound, and that reserves were healthy; this would therefore provide a level of flexibility when migrating to future income and expenditure patterns.  The Authority had already agreed a three year financial strategy for navigation income and expenditure, which would achieve 10% reserves and a balanced budget by 2012/13. Though much would depend on boat numbers, it was noted that early indications for 2010/11 were positive, with more tolls having been issued than during the same period in the two previous years. 
Members encouraged officers to look at innovative ways for delivering services by other means and look to outsource the delivery of services whenever this was efficient and sensible to do. It would also be essential to determine how budget measures would be perceived by the public and the Government and what impact these would have on staff reductions. 
Service Reviews

The Group carried out a detailed analysis of the service reviews which had been undertaken by officers between July and September 2010  in respect of all the main activities funded by National Park Grant. Each review considered the following questions:

· Could the services be provided in a different way to deliver a greater or similar public benefit?

· Could the whole or parts of the activity be undertaken by someone else?

· Could more income be generated to support that activity?

· If there was a very significant cut in National Park Grant in 2011/12 how would the services be prioritised  - and what activities would be retained in the event of a cut of 25%, 50% and 75%?

· How would any changes relate to other service areas or could changes in other areas help the service being reviewed?

The Group concluded that there were few services which the Authority would want to relinquish, though there could be improvements at the margin through greater integration, better resource prioritisation and improved project management. Members commended officers on the ideas arising out of the reviews, many of which the Authority would want to implement irrespective of the reductions in National Park Grant.

The Group analysed the summary outcomes from the service reviews, and in carrying out this exercise agreed the following broad guidelines for the future allocation of expenditure:

· There should be an appropriate balance between NPG expenditure spent on the 1st and 2nd Purpose.

· Activities where the Authority can maximise its impact, because of a unique set of skills, equipment and role, should be our spending priority, leaving other tasks to the private and third sector where appropriate and maximise benefits from partnership working whenever possible. 

· Priorities for the 1st Purpose should be to maintain the special qualities of the Broads, focusing efforts on the management of the most valuable sites (in line with the Lawton Review) and buildings to enhance their robustness in the face of climate change and other pressures.

· Priorities for 2nd Purpose should be to maximise the number of people who can be reached with key messages and influence, with a particular focus on those local people and visitors who would not normally gain an understanding of the special qualities of the Broads. 

The preliminary conclusions of the Group, based on an assumed 30% cut in National Park Grant, were as follows:
Tourism. The Group considered that support to Tourism should continue during the period of the EU funded Sustainable Tourism in Esturarine Parks (STEP) programme to ensure that match funding was provided to draw down the substantial funding.  Following the completion of STEP, the private sector could take responsibility for this activity.

Visitor Services.  The Group supported the withdrawal by the Authority from the direct management of two or three visitor centres and the policy of concentrating on key gateways (hubs).
Boat Trips. Members supported trialling,  at key gateways, different locations for boats which were not financially viable, and subsequently leasing these boats if they remained financially unviable. However activities which were financially viable, such as the Electric Eel, could remain at their present location under the key gateway approach.

Events, Visitor Facilities and Public Rights of Way. Members considered that savings could be achieved through Rangers operating a pool vehicle system, attending only public events organised by other bodies which reach a wide audience, and ceasing mowing operations and handing responsibility back to the County Councils, though this would depend upon how the wider Ranger roles could be integrated.

Communications. The Group considered that communications were very important and that, though elements of the service could be trimmed (ie design), the tactical communications should be retained.  

Landscape. The Group considered that it was necessary to maintain an understanding of landscape matters; the Authority might potentially have to consider buying in this service on an ad-hoc basis, especially since the number of projects would probably be reduced.

Broads Restoration. Members considered a reduction in budget for project/practical work, retaining two members of staff. This would maintain some practical work and enable some progress towards local, national and European ecological and environmental targets, although it would result in a loss of momentum on the recent gains achieved through use of the Defra Additional Grant Fund (AGF) money.
Wetland Habitats. Members considered that the Authority should continue to prioritise and expand enablement of wetland HLS and associated practical delivery, develop investment and adaptation strategies for expanded areas of fen and grazing marsh habitats, continue to manage How Hill and advise the planning function, though this would be on the proviso that practical work on non-BA land was adequately funded by the land owner or partner organisation.

Planning (Development Management, Enforcement, Planning, Administration, Planning Policy). The Group considered that Planning was important for all aspects of the Broads. Members agreed that the Planning Service should remain in-house since this would allow a suitable level of control to support BA/Broads Plan objectives.  However it was considered that some savings could be made by removing dependency on consultants and not renewing temporary contracts. The Authority should also be open to sharing expertise in specialist areas with neighbouring local authorities.
Cultural Heritage. Members considered that the Authority should retain this service in-house, but look to undertake tree work elsewhere in the organisation and cut back on design advice. This was on the basis that the Planning Delivery Grant could be used to fund as much work as possible in this area prior to 2013/14 when the full reduction would be felt.  Members also concurred that the dependency on (and costs of) consultants could be reduced through up-skilling Development Management and Enforcement Officers to make basic judgements.
Strategy and Projects. It was assumed that the Environment Agency financial contribution to the Broadland Flood Alleviation Project (BFAP) would be significantly reduced, but that aspects of the BFAP work would need to continue for the next three years.  Members considered that it would be necessary to look at ways by which the strategic capacity for plans and other activities could be retained, but to rely on external assistance when this could be done without risk.
Projects Team. Members supported a reduction of 50% in the Projects Team, on the basis that these staff could be integrated into a larger team to allow a more efficient approach and therefore more work could be undertaken for the same cost.

River Works. The Group supported the integration of teams where associated savings could be identified.  This would lead to efficiencies in supervision, vehicles, equipment and procurement. It was noted that the integration of teams across the purposes would provide savings towards both navigation and national park expenditure and that it would therefore be necessary to make the resulting allocation of costs transparent.

Corporate Administration and Member Allowances. Members supported a reduction in all non-essential administrative support to committees and operational staff, which should achieve a 25% reduction including the in-year efficiency measures already taken. It was recommended that member allowances should reduce in line with the actual NPG reduction, against the 2010/11 member allowance rates.
Finance. The Group considered that there was little scope to reduce this service cost, though a reduction in visitor centre and boat trip transactions would provide a small saving of one part time post.  Members also considered that the Authority should check that Broadland District Council was providing the best service for treasury management in terms of the quality of financial service/advice provided and cost.

Information Communication Technology. Members considered that reductions could be made on hardware costs and that the staff complement could be reduced by 1.5FTE.  However, there would be little scope to reduce this service further without having a severe impact on business activities. 

Human Resources. The requirement to maintain a strong HR team during the transitional period was recognised, although members considered that a reduction to this service of 25% by 2013/14 could and should be achieved.
Volunteer Management. Members noted that other NPAs were increasing their volunteer contributions and that it would be sensible to maximise volunteering opportunities and numbers to continue providing as much output as possible.  Recognising a potential target of increasing volunteer numbers by 100%, members agreed that a full time Volunteer Coordinator post would be required to facilitate this. 

Vehicles. The Group agreed that in future vehicles should be procured against generic minimum specifications for tasks, based on through life costs, reducing vehicles and pooling use within/between teams. Members also supported the proposal that essential user status for all staff should be removed, with staff either reverting to the Inland Revenue rates, or using pool vehicles if more appropriate for the operational tasking.
New Organisational Structure

The Group concluded that the scale of the reductions were likely to be such that they would require transformational change across the Authority, though this might also present the Authority with opportunities in the optimum way it delvered its purposes. The guiding principles in this regard would be influenced by the Broads Act and National Parks Circular; the Broads Plan and Vision; the Authority’s Vision and Core Values; and emerging Government policy.

Members agreed that the only way that the necessary savings could be achieved was through integration across the whole Authority, and noted that efficiencies would be achieved through a reduction in the number of managerial staff, reducing operational duplication, achieving economies of scale for larger jobs and increasing the sharing of resources.
A new organisational structure was therefore developed, and endorsed by the Group, which would achieve a reduction from four to two Directorates in April 2013, and an interim structure containing three Directorates with effect from May 2011. This structure was further discussed at a member workshop in October 2010, and formally adopted by the Broads Authority in November. 
3. National Park Grant Settlement and External Funding
National Park Grant Settlement
In December 2010 the Authority received notification that its National Park Grant would be reduced by 21.5% in cash terms over the period 2011/12 to 2014/15. This was on top of the 5% ‘in-year’ reduction announced in the summer of 2010. The assumption underlying the Defra allocation is for a 7% level of inflation over the four years of the Spending Review. If that forecast is correct, the Authority can expect the value of its National Park Grant to be about one third less in 2014/15 compared to the original 2010/11 budget. In cash terms this means a reduction from £4.44million to £3.32million. 
In awarding the grant, the letter from the Permanent Secretary stated as follows:

“Experience from previous spending reviews suggests that these 2-4 allocations can, and in all likelihood, will need to change over the spending review period, and the current tight financial circumstances make that even more likely. So we would ask that you proceed with caution when committing against allocations for years 2-4, and treat them as merely indicative for now. We will of course confirm them as soon as we can. …. It’s possible that Defra’s settlement may be reopened at any stage of the spending review period if necessary in order to help meet the Government’s deficit reduction plans. Whilst acknowledging the uncertainty this creates, it is important that you are alert to the risk that we may be required to seek further savings during the Spending Review Period.”
The Group noted with considerable regret the implications of this reduction on the 
Authority’s spending plans, and more importantly on the continuation of the important 

work to further the Authority’s key purposes and objectives, and provided guidance 
and advice to officers in developing high level budgets for the period to 2014/15. 
External Funding

The Group welcomed the Authority’s participation in the EU funded Promoting 

Integrated Sediment Management (PRISMA) project, which will bring in an additional 

£800,000 (dependant on exchange rates) to support and enhance the Authority’s 
sediment management work during the period 2011/12 to 2013/14. In view of this 
additional and very welcome support the Group considered that use of the proposed 
‘adjustment mechanism’ – a contribution from general funds to offset the effects 
of the loss of Additional National Park Grant on navigation expenditure, combined 
with the projected increase in shared costs – was no longer necessary or 
appropriate.
The Group noted that the Authority is in the process of submitting a Landscape 

Partnership bid to the Heritage Lottery Fund, and is investigating the potential for 

HLS (Higher Level Stewardship) income towards the management of the How Hill 

Nature Reserve. However since the outcome of these bids is still unknown, the 

Group felt that it would be prudent not to budget for this potential additional income 

at this time.   
4. Three Year Financial Strategy
The Group agreed that a three year financial strategy should be prepared as a basis for future planning. It was further agreed, in view of the uncertainties of forward planning and the interdependency of some of the assumptions which had to be made about future expenditure and income, that it would be necessary, and good practice, to review this on an annual basis.

General Principles
The Group agreed that the following general principles should underpin the financial strategy:

(a) That both general and navigation reserves should be maintained at a minimum of 10% of net expenditure, the former to reflect the possibility of further reductions in National Park Grant from 2012/13 onwards.

(b) That both general and navigation income and expenditure should be broadly in balance by not later than 2014/15.

(c) That total employee costs should be maintained at not more than 55% of net expenditure.
(d) That the Authority will continue to seek reductions in support service costs through efficiency savings.

(e) That the Authority will continue to make appropriate annual provision for capital expenditure in the following areas:

· essential plant and equipment for the Dockyard Team;

· landowner payments to acquire land for the disposal of dredged material;

· replacement of the fleet of patrol launches; and

· repair and maintenance of the Authority’s land and property assets, including the Dockyard site.
Apportionment of Shared Costs

With the reduction in National Park Grant over the next four years, and the anticipated increase in toll income over this period, in line with the adopted navigation financial strategy, the Group noted that the proportion of staff time spent on national park activities would reduce and the balance of staff time and usage would shift towards navigation activities. It was important therefore that the apportionment of these costs fairly reflected this level of activity, and that there was a transparent and well understood process which demonstrated that these costs are justifiably and properly shared. 

The Group agreed that this methodology should be :

(a) simple in its application;

(b) transparent and fair;

(c) able to predict budgeted expenditure in advance; and

(d) capable of responding to changing income patterns over different years. 

The Group recommended that these costs should be allocated “pro rata according to staff time and usage”, as set out in the legal agreement with the Royal Yachting Association and the British Marine Federation, with the exception of Management and Administrative Support and Governance costs, which should be apportioned on a two-thirds one-third basis, representing one third for each statutory purpose. This approach was agreed by the Navigation Committee at its meeting in February 2011 and formally adopted by the Authority in March 2011.
Financial Strategy 2012/13 – 2014/15
The Group agreed a three year income and expenditure profile, as set out in Appendix 1, to form the basis for future planning. 

In compiling these figures the following assumptions have been made:

· National Park Grant income will be in accordance with that notified to the Authority in December 2010. 

· Toll income is calculated on the assumption that boat numbers will remain broadly static over the next three years, as concluded by the Navigation Finance and Tolls Review Group in November 2009. 
· Salary figures are based on the assumption that there will be a continuation of the existing pay freeze in 2011/12, followed by increases of 1%, 2% and 2%.

· No provision has been made in respect of the Authority’s Landscape Partnership bid to the Heritage Lottery Fund, nor the potential HLS income towards the management of the How Hill Nature Reserve. 
The figures for 2011/12 include expenditure of £129,455 which has been carried forward from 2010/11. This relates mostly to ringfenced expenditure.  

Whilst there is inevitably a year on year reduction in activities funded by National Park Grant, the Authority is seeking to prioritise key front line services by reducing administration and support service costs where it is possible to do so. Total Resources costs therefore reduce by over £213,000 (8.6%) from 2011/12 to 2014/15. 
The Authority will seek to maintain current levels of expenditure on the key navigation activities: dredging, maintenance of the navigation area and patrolling. Total Navigation Operations expenditure therefore increases by £151,000 (7.6%) over this period, not including the additional support being provided through the PRISMA project. 
Although the figures include some projections for inflation, notably in respect of staff costs, the Group noted that this was an unknown factor which would need to be monitored closely on an annual basis. 
This three year programme maintains both general and navigation reserves in excess of 10% of net expenditure. The Group adopted a prudent approach in respect of a number of variables, budgeting for the worst case scenario in respect of Dragonfly House running costs, which are still unresolved, and adopting a cautious approach to the receipt of various potential income streams. 

Navigation Tolls 
In its report dated November 2009, the Navigation Finance and Tolls Review Group concluded that a year on year increase in tolls of 6% would be necessary over the period 2010/11 to 2012/13 in order to maintain navigation reserves at the required level. Thereafter, there was an expectation that the present level of service could be sustained with increases closer to inflation. 

During the intervening period circumstances have changed in that toll income has held up better than expected, and the Authority has been successful in obtaining additional funding through the PRISMA bid. The Group therefore concluded that an increase in tolls of 4% per annum over the period 2012/13 to 2014/15 would provide the necessary income to maintain appropriate levels of service and provide a balanced budget. This provisional and revised assumption is still subject to the normal toll review carried out on an annual basis in consultation with the Navigation Committee to reflect toll income and further changes in circumstances, including the impact of any annual outturns. The next review, for the 2012/13 season, will take place in Autumn 2011.
5. NPAPA
The original task given to the Resource Allocation Working Group included a requirement to review the documentation which the Authority would need to prepare for the National Park Performance Assessment which would be reviewing the Authority’s work during November 2011. As the amount of work involved in that assessment became clearer in late 2010, and as the focus of the RAWG was solidly on financial matters, the full Authority has necessarily become more involved in the preparation for that review. 

In view of the importance and corporate significance of the National Park Authorities Performance Assessment (NPAPA), the relevant documentation has now been considered and approved by the full membership of the Broads Authority, rather than just by this Group. A workshop on the subject, attended by several members of the Authority, was held in April 2011 to consider the Pilot Self Assessments prepared by officers, together with the draft Improvement Action Plan. These were subsequently amended in the light of comments received at the workshop, and formally approved by the Broads Authority at its meeting in May.
The part of the role of the Resource Allocation Working Group to review the 2010 Pilot Self Assessment prepared by officers, and to approve the 2010 Pilot Improvement Action Plan has therefore been overtaken by events, and will no longer be undertaken. 
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