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Summary:
This report advises members on progress in identifying the million pound efficiency savings required from 1 April 2010 via:

(i) Radical overhaul of the senior management structure.

(ii) Initial analysis of staffing budgets in identifying vacant posts that can be deleted.

(iii) ‘One off’ costs (net) of the management restructure to date, i.e. redundancy and recruitment costs.

Recommendations:
1.1 The Executive is asked to note progress in identifying the £1m in efficiency savings required to be found for 1 April 2010, i.e.

· The efficiency savings achieved by the radical review of senior management resources of £707,319 (£643,479 net)

· The results of the analysis of staffing budgets resulting in the deletion of 17 vacant posts delivering a saving of £375,036 (£185,000 going toward meeting the vacancy management targets).

1.2 The Executive is advised that a further £166,485 still needs to be identified for 1 April 2010. This will be £266,485 when taking into account the potential requirement to fund changes in middle management.  How these savings will be found will be reported to Executive in February 2010.

1.3 The Executive is asked to consider for recommendation to a future Council that, 

i) the additional one off savings of £130,093 in 2009/10 as detailed in 6.3 of the report be vired to the budget set aside to fund one off costs of transformation

ii) subject to DCLG granting permission, the eligible costs of redundancy to date amounting to £1,206,266 are capitalised (see 9 of report) and vired to the transformation budget.  This would top up the budget to £1.502m and be available to meet future ‘one-off’ costs of the transformation, i.e. mainly redundancy costs.
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2. INTRODUCTION

2.1 For the reasons set out in the 2010/11 budget papers earlier on this agenda, the Council needs to make £2m in efficiency savings.

2.2 The first million pounds in savings is targeted to be achieved by 1 April 2010 and the second million by 1 April 2011.

2.3 The savings being achieved by a root and branch review (transformation) of how the Council can operate more efficiently in providing both statutory and discretionary services to the residents of Carlisle.

2.4 Under the transformational review the views of all staff and members including the Members Cross Party Working Group are being canvassed on how the Council can operate more efficiently in the medium term.  As stated above this is a root and branch review, it is not ‘just about staffing’ but a fundamental look at the whole Council and how we will work in the future.  As part of the review the Council will be looking to members for savings in their own budgets.  This complex exercise requires time to turn ideas into delivery of actual efficiency savings, i.e. identifying the second million pounds required from April 2011 will not be able to be quantified until 2010/11.
2.5 For the foreseeable future the transformation/efficiency agenda will be at the forefront of Council business, so year on year it will always be looking for opportunities to operate more efficiently in sharing, commissioning and more streamlined in-house provision.

2.6 The £2m savings target is based on known medium-term plan projections.  It is expected that further cuts in Revenue Support Grant are coming over and above the five percent currently identified as a budget pressure in the 2010/11 budget process.  
2.7 This report advises members on progress in identifying the million pound savings required from 1 April 2010 via:
(i) Radical overhaul of the senior management structure.
(ii) Initial analysis of staffing budgets in identifying vacant posts that can be deleted over and above the savings required for vacancy management to date.
(iii)  ‘One off’ costs (net) of the management restructure to date, i.e. redundancy and recruitment costs.

1.8
For members’ information in Part B of this report is detailed the breakdown costs/savings and details of individual posts affected.  All references to Appendix 1 are in respect of Part B information.
3. EFFICIENCY SAVINGS – SENIOR MANAGEMENT STRUCTURE
3.1 Noted at Appendix 1 (1) is a breakdown post by post of the old and new senior management structure, i.e. 18 posts deleted and replaced by 7 new posts.
3.2 Total savings of £707,319 have resulted from this exercise, however £63,840 (cost of Head of Property post) is being used to fund agency staff in the Property unit.  This gives a net saving of the new senior management structure of £643,479.

3.3 It should be noted that the original savings target for the senior management restructure was £716,000, i.e. £637,000 initial estimate plus the later deletion of the Head of Policy post at £79,000.  The reason for the shortfall being the agency staff engaged within property services being funded from the Head of Property post and minor changes in salaries of Assistant Director posts when job evaluated by North West Employers.

4. VACANT POSTS
4.1 In consultation with Personnel an analysis of staffing budgets has been undertaken, looking at posts currently vacant and how the work of such posts is being resourced.
4.2 Seventeen posts (one replaced by an apprentice) totalling £375,036 have been identified as being able to be deleted from 1 April 2010 as set out in Appendix 1 (2), i.e. Senior Management Team are confident that managers can maintain current service provision with, in some cases, minor changes in roles and responsibilities of other staff.
4.3 As reported to members in the vacancy management monitoring report, the 2009/10 position is currently £185,000 under target.  Therefore this amount of the savings identified above will need to go to the vacancy management saving for 2010/11.  This reduces the savings that can be accrued to the transformation to date to £190,036.
4.4 Any saving from these vacant posts in 2009/10 will be accrued as vacancy management/salary turnover savings or used to fund minor ‘knock-on’ honorarium.
5. ADJUSTMENTS TO MIDDLE MANAGEMENT RESOURCES

5.1 Resulting from the senior management restructure some professional duties and responsibilities will now require to be resourced at middle management level, i.e.

(i) Finance, VFM and Efficiencies Services Manager.  This new post will be part funded by the deletion of a Procurement and Efficiency Officer post.
(ii) Democratic Services Manager.

(iii) Legal Services Manager.  This new post has been part funded by the deletion of a Solicitor post.

5.2 These posts are currently going through the Job Evaluation and staffing forum process. The net salary costs is likely to be in the region of £100,000.  The implications of the above changes in middle management will increase the recurring savings required for 2010/11 to approximately £1,100,000 and a further report will be presented to the Executive meeting in February showing how these posts and any other shortfalls will be addressed.  
6. SENIOR MANAGEMENT RESTRUCTURE - ONE-OFF COSTS

6.1 The Council agreed a £2m budget to meet the one-off costs of the transformation.
6.2 Set out at Appendix 1(3) are details of redundancy costs associated with the deletion of senior management posts and recruitment costs to date, i.e. £1,833,720.

6.3 The Council set a savings target of £175,000 to be achieved by the senior management restructure in 2009/10, i.e. due to the restructure being actioned late in the 2009/10 financial year.  As the Council’s Senior Management Team will operate on reduced resources (including an Interim Director) until all of the new senior managers are in post the £175,000 savings target has been exceeded, i.e. totalling £305,093.  The additional ‘one-off’’ savings of £130,093 will, subject to members agreement, be vired to the £2m earmarked to fund one-off costs of the transformation (see Appendix 1 (3)).
7. FURTHER SAVINGS REQUIRED TO BE IDENTIFIED BEFORE 2010/11

7.1 A further £166,485 recurring savings are required to meet the million pound savings target for 2010/11. (See Table 1 below). However, this figure increases to £266,485 taking into account the additional costs required to fund the changes in middle management posts (see paragraph 5 above). Certain non staffing initiatives are being pursued by the Council that will enable these savings to be achieved.
7.2 A further report will be submitted to the Executive in February identifying how these savings will be achieved.

8. SUMMARY OF TRANSFORMATIONAL SAVINGS/COSTS TO DATE

8.1 Total recurring savings to date of £833,515 are summarised in Table 1 below.
Table 1

	2010/11 Savings
	£

	Total Cost of Old Management Structure
	(1,321,863)

	Total Costs of New Management Structure
	614,544

	Less Used to fund other posts and honoraria
	63,840

	 
	 

	Total Saving of Management Restructure
	(643,479)

	 
	 

	Deletion of Vacant Posts
	(375,036)

	 
	 

	Less taken to fund Vacancy Management shortfall in 2009/10
	185,000

	 
	 

	Total Savings achieved for 2010/11
	(833,515)

	 
	 

	2010/11 Budget 
	(1,000,000)

	 
	 

	Additional savings still to be achieved before 2010/11
	166,485*


Note - £266,485 to meet the additional middle management costs outlined in paragraph 5 above.

8.2 Net position on non-recurring one-off costs indicating £296,373 still available detailed in Table 2 below.

Table 2

	One off Costs Summary
	£

	Redundancy
	1,758,720

	Interim Management and NW Employer Partnership Support and Recruitment
	75,000

	 
	 

	Total Cost
	1,833,720

	 
	 

	2009/10 Budget
	2,000,000

	 
	 

	Budget remaining
	(166,280)

	 
	 

	Additional savings achieved over 2009/10 budget
(Requires approval to add to this budget)
	(130,093)

	 
	 

	Total Budget remaining
	(296,373)


9. CAPITALISATION OF REDUNDANCY COSTS

9.1 An application has been made to the DCLG requesting permission to capitalise eligible redundancy payments i.e. requesting permission to fund from capital.
9.2 The DCLG will advise us in late January whether our application has been successful.

9.3 If successful and Council agree to the capitalisation, £1,206,266 will be returned to revenue and if sanctioned could be used to ‘top up’ the one-off transitional costs budget.

9.4 If this approval is agreed and capital resources are used, then available capital receipts will reduce to the following levels (based on the 2010/11 budget projections).

Table 3
	
	Before Capitalisation

£000
	After Capitalisation

£000

	2009/10
	4,568
	3,362

	2010/11
	4,086
	2,880

	2011/12
	1,787
	581

	2012/13
	1,716
	510

	2013/14
	1,744
	538

	2014/15
	3,449
	2,243


9.5 Table 4 below details the impact of such a decision i.e. £1,502,639 being available to meet future redundancy costs.  In major transformation initiatives like the Council has embarked on, there is always significant redundancy implications and it is critical to the success of the initiative that funds are earmarked for this purpose.
Table 4
	One off Costs Summary
	£

	Redundancy
	1,758,720

	Interim Management and NW Employers Partnership Support
	75,000

	Total Cost
	1,833,720

	 
	 

	2009/10 Budget
	2,000,000

	Budget remaining
	(166,280)

	 
	 

	Additional savings achieved over 2009/10 budget
	(130,093)

	Total Budget remaining
	(296,373)

	Potential Capitalisation
	(1,206,266)

	 
	 

	Potential Budget Remaining
	(1,502,639)


10. RECOMMENDATIONS
10.1 The Executive is asked to note progress in identifying the £1m in efficiency savings required to be found for 1 April 2010, i.e.
· The efficiency savings achieved by the radical review of senior management resources of £707,319 (£643,479 net)

· The results of the analysis of staffing budgets resulting in the deletion of 17 vacant posts delivering a saving of £375,036 (£185,000 going toward meeting the vacancy management targets).
10.2 The Executive is advised that a further £166,485 still needs to be identified for 1 April 2010. This will be £266,485 when taking into account the potential requirement to fund changes in middle management.  How these savings will be found will be reported to Executive in February 2010.
10.3 The Executive is asked to consider recommending to Council that, 
i) the additional one off savings of £130,093 detailed in 6.3 of the report be vired to the budget set aside to fund one off costs of transformation

ii) subject to DCLG granting permission, the eligible costs of redundancy to date amounting to £1,206,266 are capitalised (see 9 of report) and vired to the transformation budget.  This would top up the budget to £1.502m and be available to meet future ‘one-off’ costs of the transformation, i.e. mainly redundancy costs.

11. REASONS FOR RECOMMENDATIONS
10.1
To identify the required savings taken into account in the 2010/11 budget.
12. IMPLICATIONS
· Staffing/Resources – The reduction in senior management and other posts is set out in the report.
· Financial – There is currently £175,000 and £1m recurring transformational savings built into the budgets for 2009/10 and 2010/11 respectively. This report sets out how a significant element of these savings can be achieved with a further report being presented to the Executive in February detailing how the shortfall (including the costs of any further staffing changes) will be funded. The Executive and Council are requested to approved the virements from the additional savings from 2009/10 of £130,093, and the savings accruing from capitalisation direction of £1,206,266 (if approved by the DCLG) to establish a budget for any future potential one-off costs associated with the transformation process. 
· Legal – The Assistant Director (Governance) has no legal comments.
· Corporate – SMT views are incorporated in the report.
· Risk Management – The risk of not funding the additional £166,485 to meet the £1m savings target in 2010/11 is mitigated by actions adopted to find and report on such additional savings by February 2010.
· Equality and Disability – N/A
· Environmental – N/A
· Crime and Disorder – N/A 
· Impact on Customers – The impact on customers of the staff reductions set out in this report is minimal.
MAGGIE MOONEY

Town Clerk & Chief Executive

Contact Officer:
Peter Mason
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