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This report updates members of the impact of the recession to date.  Also actions being progressed by Senior Management to mitigate where possible the effects of the recession on Carlisle’s residents and businesses.
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Members are requested to scrutinise the actions being progressed where possible to mitigate the effects of the recession on Carlisle’s residents and businesses.
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To:
The Chairman and Members of the




CORP86/08


Community Overview & Scrutiny Committee


26 March 2009

RECESSION PLANNING PROGRESS REPORT

1. INTRODUCTION
1.1
The Executive, on 18 December, considered a report on recession planning.  This report detailed an action plan setting out action being followed by SMT to monitor/mitigate impact of recession.  

1.2
This report sets out the latest position in respect of impact of recession and mitigation action planned/taken to assist residents and businesses affected.

2. INCOME PROJECTIONS
2.1 As advised to members on 18 December and built into the 2009/10 base budget projections, the Council has experienced a significant drop in income.  The biggest impact being a reduction in interest earned on the Council’s investments.  Also reduced income from services, i.e. car parking (including freezing charges in 2009/10 to help stimulate local economy), licensing, building control, land charges, were also built into the Council’s 2009/10 base budget projections.

2.2 The main potential income shortfalls that have recently arisen and not currently taken account of in 2009/10 base budget projections include:

(i) Investment Income

Further reductions in investment income if, as forecast bank base rate falls further, this (or future) month i.e. £320,000 for every one per cent reduction in base rates.  Bank Rates fell to 0.5% from 1% on 5th March.  However with bank rates being so low the effect on our Treasury Management of this reduction was minimal as the investment rates have not moved. 

(ii) Recycling Income

Aspects of the recycling market have been particularly affected by the recession as follows:

· cardboard and plastic no income now earned (and costs of lifting plastic £20 per lift)

· paper currently unaffected due to Council having long term contract

· glass and other materials (e.g. garden waste, textiles) unaffected yet by recession.

Current projections for 2009/10 being a reduction in income of £60,000 from sale of cardboard and plastics and £10,000 cost for servicing plastic recycling skips i.e. total of £70,000 net effect on recycling budgets.

2.3
Additional Income


On a positive note the Government has announced that they are providing additional grant income to support local authorities as follows:

(i) Additional Benefits Admin Subsidy

The Council is to receive additional ‘ringfenced’ subsidy of £67,917 in 2009/10 solely for the purpose of assisting the Council administer benefits claims and directly related enquiries during the economic downturn.

(ii) Local Authority Business Growth Incentive Scheme (LABGI)

The Council will receive a share of £100m in additional LABGI funding.  This ‘non-ringfenced’ money earmarked to assist local authorities respond flexibly to the effects of the downturn.  The Council’s share of the allocation is £194,173.

(iii) Other Council Income

As noted in Appendix 1, income from other third party grants, lottery sports attendances for paid activity, tea rooms etc whilst being closely monitored are yet to be affected.

3.
SERVICE PROVISION FOR RESIDENTS

3.1 Services Not Currently Affected by Downturn

Service Managers, particularly those dealing directly with residents are closely monitoring the effect of the recession on their services.  As summarised at Appendix 1 the impact of the recession is currently marginal on most services.

3.2 Housing Benefit

The service most affected by the recession is predictably benefits administration.  As can be seen from the tables at Appendix 2:

· the numbers applying for benefit face to face at the customer contact centre is increasing (currently up 17%), the waiting times are now well below the target of 80% of customers being seen within 15 minutes, current performance being 45%

· the week on week increase in outstanding workload 

· the increasing caseload of working age residents, many claiming benefit for the first time ever

3.3 In mitigating the effect of the recession of increased benefits workload, additional temporary resources are being recruited to train as benefit officers (up to 4 staff).  Unfortunately it is impossible to recruit qualified benefit officers (i.e. out of 47 applicants for post no benefits experience at all) and it takes up to 6 months for basic training on dealing with benefit claimant enquiries and longer to actually assess and determine claims.  The cost of increased temporary resources is being funded in the main by DWP grant.

3.4 The statistics at Appendix 2 have been updated to include the position at the middle of March indicating the additional numbers claiming benefit is accelerating.

3.5 Other Customer Contact
Similar to the position reported by most service managers there has been no impact of the recession in dealing with other customer contact centre customers.  As detailed in Appendix 2 the number of customers visiting the Council has reduced as the number of queries on fortnightly collections has settled down.  This has resulted in increased turnaround performance.  However the situation is being very closely monitored as the number of customers is likely to increase particularly Council Tax queries as the impact of the recession becomes more apparent.

3.6 In mitigating the likely increase, particularly in Council Tax customers, all customer service advisors have now been trained in Council Tax procedures and legislation to allow greater flexibility. 

3.7 Homelessness
Evidence suggests that the effect of the recession might be starting to impact on the Council.  This is despite the initiatives put in place by the Government to help keep residents in their own homes, e.g. six month arrears before mortgage foreclosure can be progressed through the courts. The effects of people losing their jobs and having a drop in income will increase the number of properties repossessed over the next 2-3 years with an increase in homelessness applications to the authority.

Hostel occupancy rates are up to 85% from 80% last year.  The Council is being required to refer more homeless people to bed and breakfast accommodation.  The cost of such referrals on the Council being over £40,000 in 2008/09 (not budgeted for as such referrals have been minimal in the past).

However housing workers suggest the increase in homelessness might be more to do with the new Local Housing Allowance (LHA) regulations with landlords being more reluctant to rent to benefit claimants as under LHA benefit payments are made to the claimant rather than paid direct to the landlord as in the past.

3.8 Action to mitigate increases in homelessness (demonstrated by the high hostel accommodation rates) which the Council can take, though limited, are being progressed. The authority are registered as a ‘fast track’ authority under the Governments £200 million national Mortgage Rescue Scheme which was announced in September 2008 and rolled out from the 1/1/09. Housing have been co-ordinating local implementation of the scheme with Citizens Advice Bureau (CAB), Eden District Council, Eden Housing Association and Carlisle Housing Association (CHA). The criteria for the scheme involves the local authority making a homelessness assessment of an applicant, referring them to CAB for financial advice prior to any potential referral to the nominated housing association. CHA have developed a scheme and this is being run alongside the national scheme to maximise the provision of help to people. Other pro-active measures being taken by Housing include the provision of help with deposits for private rented accommodation through the Deposit Guarantee Scheme and the use of the Government Homelessness grant for preventing homelessness.

Working with CHA through the Partnership Agreement a new letting pilot started last September whereby those accepted as homeless and those deemed to be in housing need received priority through the Choice Based Lettings system. This has been reviewed and is working well.

3.9 Assisting Unemployed

The City Council continues to deliver the ‘Return to Work’ project aimed at supporting individuals in receipt of incapacity benefit back into employment as part of a county wide consortium.  It is actively involved with partner agencies to establish how this project can be adapted to meet local needs and respond to the economic impact of the current circumstances.  The Council will also respond to opportunities to lead on the local delivery of regionally funded initiatives to assist people under threat of redundancy, recently unemployed and longer term unemployed – currently under discussion with sub-regional partners.

4.
SUPPORTING LOCAL BUSINESSES

4.1 Cash Flow

In assisting local businesses maintain cash flow the Council is being proactive as follows:

(i) It is now paying local businesses much quicker for services they provide, i.e. within 10 days of service being provided reduced from 30 days under old performance indicators.

(ii) In putting businesses in touch with organisations that can provide free financial advice mainly via the Council’s Communications Unit, i.e.

· included credit crunch advice in its winter edition of Carlisle Focus

· the spring edition due out in March will provide advice and links with Business Link’s role in supporting businesses

· banner on side of Civic Centre advertising Business Link (also web page links in our business pages)

· contacting all business ratepayers individually via letter to promote Business Link

Business Link have advised that there has been a 30% increase in the number of Carlisle businesses contacting them for assistance since the start of the recession.

4.2 Recovery of Business Rates/Other Debts to Council

The Council is taking a more sensitive approach to businesses having difficulties paying business rates (and rents on Council owned properties) by offering to spread payment arrangements as the norm rather than the exception.  However there is evidence that some major national retailers have stopped paying business rates by direct debit .  This may be for cashflow reasons, i.e. to delay payment as long as possible.  Normal recovery action is proceeding in such cases.  Such businesses are now contacting the Council asking for instalments to be spread over 12 months rather than the statutory 10.

4.3 Local developers have approached the Council asking for help in reducing the Council Tax liability on long-term empty properties (particularly apartments).  The cost of giving such help at up to £0.5m is considered too high to be in the interests of Council Taxpayers generally (Executive decision 16 March 2009).  However a letter has been sent to the Minister for Local Government requesting him to consider if the DCLG can give any assistance in this respect (see Appendix 4).

4.4 Actively Encouraging Local Businesses to Tender for Council Contracts

The procurement team are currently looking at all work to be tendered in the next six months to assess what can be done to encourage local businesses to tender (where applicable).

5. ‘RECESSION MONITORING’ LOCAL PERFORMANCE INDICATORS

5.1 Relevant local performance indicators are being identified to assess the effects of the recession on Carlisle.

5.2 The Head of Policy and Performance is working with Allerdale to identify indicators preferably drawn from the national indicator set (CAA) supplemented with local indicators where required, e.g. Collection Rates Council Tax and NNDR.  It is anticipated that such indicators will be monitored via a defined scorecard through Covalent.  The list of indictors under consideration are set out at Appendix 3.

6. RECOMMENDATIONS

The Executive is asked to note and comment on:

(i) Latest information on the impact of the recession on the Council (including financial impact), its residents and businesses. 

(ii) Mitigating action being progressed to mitigate the impact of the recession (where possible) on the Council’s residents and businesses.

7. REASONS FOR RECOMMENDATIONS

To advise members on progress to mitigate where possible the effects of the recession on residents and local businesses.

8. IMPLICATIONS

· Staffing/Resources – May require some temporary reallocation of staff resources to services experiencing increased workload due to the implications of the recession on local residents. 

· Financial – An estimate of reductions in income due to the recession taken into account in the updated 2009/10 budget projections.  Will continue to be closely monitored.

· Legal – N/A

· Corporate – SMT support the actions set out in the report and will continue to monitor the impact of the recession in all services.. 

· Risk Management – The risk will continue to be monitored as a corporate risk by the CRMG.

· Equality and Disability – N/A

· Environmental – N/A

· Crime and Disorder – The impact of the recession on crime will be closely monitored via performance indicators.  See appendix 4.

· Impact on Customers – Impact of Customer Contact Centre covered in the report.

ANGELA BROWN

Director of Corporate Services

Contact:
Peter Mason


Ext:
7270

APPENDIX 1

IMPACT OF RECESSION

Not Yet an Issue but Situation being Closely Monitored

	
	Comment

	Community Support
	Income from grant giving bodies being closely monitored.

	Sport & Recreation
	Attendances for paid activity not yet affected.

	Environmental Quality Section
	Paper provided on possible effects of recession and mitigation measures on:

· payment of fixed penalty charges

· increase in number of stray dogs

· reduction in fees for pest control services

· increase in noise nuisance

However no statistics yet to quantify.

	Food Safety
	Section considering allowing longer time for compliance where significant financial outlay is required.  Should a significant number of businesses close down, officer time could be diverted to more proactive food safety work.

	Highways
	Car park usage/abandoned vehicles being very closely monitored.  Any further financial impact not already taken account of in MTFP income projections will be flagged up.

	Building and Facilities/ Resource Planning
	Contractors/Suppliers likely to reduce tender prices.  Any increase in theft/security problems e.g. theft of lead flanking being closely monitored.  Also suppliers demanding quicker payment.

	Tullie House
	Main concerns meeting income/foot fall targets.  Lack of funds to meet major investment requirement.  Cuts in arts/private sector and lottery funding situation being closely monitored.

	Green Spaces
	Main concerns being underachieved planning contributions (S106) due to reduced housing construction.  No evidence yet of reduced income from tearooms at Talkin Tarn and Hammonds Pond.

	Benefits Advice Centre
	Some increase in enquiries and referrals to other agencies but situation currently containable.



	
	Comment

	Council Tax/NNDR
	Some increase in the number of special payment arrangement requests.  Big increase in insolvencies and personal bankruptcies.

	Crime and Disorder
	Whilst nationally it is suggested that the recession will lead to an increase in crime.  Crime and Disorder performance indicators for Carlisle suggest that crime levels are down.


APPENDIX 2
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	Increase

	Nov-08
	3,221
	

	Dec-08
	3,251
	30

	Jan-09
	3,287
	36

	Feb-09
	3,376
	89

	Total increase 5%
	155


Number of working age adults claiming Benefit
APPENDIX 3

Possible Recession Indicators for Carlisle and Allerdale

	Priority ABC
	Priority CCC
	Theme
	Indicator
	Collection Rate
	Reporting Organisation

	Housing
	Cleaner, greener, safer
	Housing

Homelessness
	NI 155 Number of affordable homes delivered (gross) 

NI 156 Number of households living in Temporary Accommodation 

Number taking up Homeowner Mortgage Support Scheme

percentage increase/decrease in number presenting themselves as homeless

number of homeless acceptances

Percentage increase/decrease in repossessions

Percentage increase/decrease in buy to let repossessions


	Annual

Quarterly

Monthly

Monthly

Monthly

Monthly

Monthly
	ABC/CCC

ABC/CCC

?

ABC/CCC

ABC/CCC

?

?



	Economy
	Carlisle Renaissance

Strengthen the local economy

Tackle deprivation
	Economy

Employment

Businesses 


	NI 151 Overall employment rate 

NI 152 Working age people on out of work benefits 

NI 153 Working age people claiming out of work benefits in the worst performing neighbourhoods 

NI 166 Average earnings of employees in the area 

NI 171 VAT registered businesses

NI 172 VAT registered businesses in the area showing growth 

NI 173 People falling out of work and on to incapacity benefits 

Percentage increase/decrease in number unemployed

business failure rate

Percentage increase/decrease in number of small businesses

Key business managers who are optimistic about the prospects for their business

Gross Domestic Product

Footfall in city/town centre

The number of the Council’s commercial/retail units that are let as a percentage of total units available to let

Number of visits to TIC

percentage of invoices paid in 10 days
	Quarterly (8 month data lag)

Quarterly

Quarterly

Annual

Annual

Annual

Quarterly

?

?

?

Annual

Annual

Monthly

Monthly

Monthly

Monthly


	ONS

Jobcentre Plus

Jobcentre Plus

ONS

ONS

ONS

DWP

?

?

?

West Lakes Renaissance

Nomis

ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC

	Inclusive Communities
	
	Housing Benefits 

Debt recovery 


	NI 187 Tackling fuel poverty - people receiving income based benefits living in homes with a low energy efficiency rating 

NI 180 Changes in Housing Benefit/ Council Tax Benefit entitlements within the year 

NI 181 Time taken to process Housing Benefit/Council Tax Benefit new claims and change events 

Percentage increase/decrease of working age unemployed claiming housing benefit

Percentage increase/decrease in number of housing benefit claimants

Percentage increase/decrease in number of successful housing benefit claims

Percentage increase in number of fraudulent housing benefit claims

Number of successful actions taken in respect of debt recovery

Amount of debt recovered


	Annual

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly


	ABC/CCC

DWP

DWP

ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC

	Healthy and Safe
	Cleaner, greener, safer
	Crime
	NI 16 Number of incidents of serious acquisitive crime

Number of incidents of hate crime

Number of racial incidents recorded


	Monthly

Monthly

Quarterly
	CUPS

?

ABC/CCC

	Service Access and Delivery
	
	Corporate issues
	NI 179 Value for money - total net value of on-going cash-releasing value for money gains that have impacted since the start of the 2008-9 financial year 

Income received from:

· Council tax

· Business rates

· Planning

· Building control

· Licensing

· Car parks

· Recycling

· Trade waste

· Investments

Increased expenditure:

· Benefits

· Stray dog kennelling

· Fly tipping

Percentage turnover of staff

Working days lost due to sickness absence
	Quarterly

Monthly

Monthly

Monthly

Monthly
	ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC

ABC/CCC


APPENDIX 4

	Rt Hon John Healey MP

Minister for Local Government

Communities and Local Government

Eland House

Bressenden Place

London

SW1E 5DU


	
	Please ask for:
	Cllr Mallinson

	
	
	Direct Line:
	01228 817164

	
	
	E-mail:
	JohnMal@carlisle.gov.uk

	
	
	Your ref:
	

	
	
	Our ref:
	JM/JW

	
	
	
	

	
	
	
	


16 March 2009

Dear Mr Healey

recession issues - council tax and business rates

Carlisle City Council is doing all it can within very tight budget restraints to help local businesses with advice and cash flow problems, e.g. we now pay all local businesses within 10 days of service being provided (reduced from 30 days).

However local/national companies have asked the Council for help in two areas that Ministers might want to consider on a national basis as they are too costly to implement locally at District Council level.

1. Long Term Empty Property

The Council has been approached by local developers asking for help with the 50% empty rate Council Tax liability (for properties empty for more than six months).  As you can see by the attached report to the Executive on 16 March 2009, although the Council has the discretion to grant local discounts in this respect due to the number of long term empty domestic properties due to the recession, it would cost the Council up to £0.5m per annum.

However if the DCLG extended the exemption period for empty properties the cost would be picked up by the Collection Fund rather than in full by the Council.

2. 10 Instalment Payment Plan

Business Rates are paid in 10 equal instalments April-January annually under statutory payment arrangement.  National companies are requesting the Council to allow them to pay by 12 instalments spread over the full year.

Unfortunately the Council only acts as a collection agency paying the receipts over to the DCLG on set instalment dates at set percentages reflecting the 10 instalment statutory arrangements.  If the DCLG spread the period over which the Council paid over the receipts to the Government the Council could agree to requests from such national companies (mainly retail) to spread their payments over the year.

Can I ask you on behalf of our local and national business and Council Tax ratepayers to consider these two issues in the DCLG recession strategy.

Yours sincerely,

Councillor John Mallinson
Portfolio Holder for Finance & Performance Management
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