The Financial Outlook for Oxfordshire 
Notes for a talk to the Oxford Business Breakfast November 2009

Very topical subject as press full of the position we’re in nationally with £800 billion debt.  We were up front in June with additional savings announced and have recently indicated an increase in this, although the majority will be re-invested back into front line services.  We’ve indicated 500 jobs are likely to go across the council although we’re working hard to avoid redundancies where we can.
Complexity of the business

· The County Council has £1 billion turnover, £1.4 billion asset base, £100 million capital, £950 million  pension fund, 200 product lines and 22,000 staff

· Our responsibilities include strategy, regulation and direct services, some of this is immediate and some very long term.
· Universal services, e.g. schools, highways, fire and rescue which are demand led but generally have no charging mechanism and where, for example, in child protection we have seen a 30% increase in referrals since the baby P tragedy but have received no extra funds to deal with this. 
· Some statutory services can also be semi-commercial and add economic benefits to the county –e.g. registration which with creative marketing is bringing in wedding business to the county.
· We are a grant giver but also an enforcer and regulator. We can sometimes be  unpopular e.g. incinerator but we are there for the public good and need to take long term decisions for the community.  We will always be there for people to moan about us (eg potholes and congestion)  but also providing essential personal support to the vulnerable day in and day out.
· We provide some services in house but the  majority are  commissioned externally on a competitive basis (e.g. Highways, adult social care etc)
· We are considered very efficiently run  by the Audit Commission and work on this constantly – for example we have lower sickness levels than the national average for the private sector 
Our financial structure

· Annual spend = £1 billion; 36% on schools; 20% on other children’s services; 25% on social & community services; 9% on environment & economy.
· Of the £1 billion annual spend, 31% comes from the council tax; 7% from income and charges.  The rest – 62% comes from central government.  It breaks down to 50% in specific grants; 10% from the business rates; 2% in revenue support grant.
· Strip out the spending funded by specific grants and the proportion changes significantly with social & community services making up 42%; children, young people & families 22% and environment & economy 17%.  
· We also have an annual capital programme of approx £100 million.  It is funded from a variety of sources including supported borrowing, prudential borrowing, capital grants, capital receipts, developer contributions and contributions from revenue.  Two large areas of spending are schools and transport schemes – about £90 million each year with up to £10 million on libraries, museums, youth provision, day centres etc.
· We plan our finances over a five year financial plan looking at 2010/11 to 2014/15. 
Council tax
· Over the four years of our previous administration, we reduced the council tax increase gradually, year-on-year - from 4.5% to 3.75%; a manifesto pledge.  
· At the moment our medium term financial plan shows a flat line 3.75% increase in the council tax going forward.
· Inflation is currently around 1%.  Can we set a council tax increase next year of 3.75%?  I don’t think so.  However, each 1% reduction costs us £2.7 million.
· After the general election, if there is a Conservative government, we have pledged to levy a 2.5% council tax for 2011/12 and 2012/13 because a Cameron government will pay us additional grant to enable us to set a zero council tax increase.  This was a manifesto pledge in the June election earlier this year.  We will keep this pledge.
· However, after 2013, we face a cliff edge if the grant is withdrawn.  We may be faced with high inflation by then after the quantitative easing and may need to think about a big hike in council tax, depending on the state of the national finances.
Managing in the down turn
· What are the other pressures?
· Lower interest receipts;
· Severe cuts in government grant – 62% of our income
· Rising demography
· Rising expectations
· Safeguarding

· Track record of efficiencies, £40 million delivered over the last four years.
· Efficiencies of £30 million already factored into the medium term financial plan.
· We now think we are going to have to find another £76 million, making £106 million in total.  That is 24% of our controllable budget.  Of these savings we plan to reinvest two thirds into front line services leaving around £35 million of cash releasing savings.  All over five years.
· We will have to be creative as most of the things that are precious to the public are discretionary e.g. libraries, youth clubs and the school music service; those that are statutory tend to have unlimited demand.
Capital spending  

· We hear that cuts in government capital funding are going to be even more draconian than those for revenue.  Up to 50% cuts are talked about.  
· Capital is spent on schools, transport and other projects.

· We had hoped to be accepted onto the Building Schools for the Future programme which would have opened the way to major rebuilding or refurbishment of our secondary school estate but we fear we have proven too prosperous for the government’s criteria.
· We are working on a new round of Local Transport Planning and this should be submitted to government by 2011 although, by that time, we may have a better idea of the government’s financial plans.

· In other projects, we have 37 projects in various stages of planning and requiring £37 million funding.  We currently have £14 million and will have to prioritise drastically.  What is on the list?  Libraries, day centres, fire stations, museums, grants to support a football club, repairs to the Thames bank, young people’s centres, waste recycling centre and carbon reduction measures..
Financial outlook  

· Grim for revenue; grim for capital; there will be cuts and there will be fewer jobs.
What do we do for the local economy?
· £0.5 billion procurement; £250m spent locally; more than half of that with 3,500 local SMEs.
· Lot of work to promote local suppliers and helping businesses sell to the council which has been recognised by the Federation of Small businesses
· We now aim to pay our Invoices from local suppliers  within two weeks to help cash flow as we recognise that this is the life blood of businesses
· We have secured government funding from the Future Job Fund, to provide new opportunities for the young unemployed

· We fund the Oxfordshire Economic Partnership to act as bridge with local businesses

· We’re working with district colleagues on job clubs across the county

Some of the less obvious stories about efficient ways of working:
· Shared services – back office reductions, private sector benchmarking says that the average saving is 20%, we’re at 25% already and aiming for 30%, 300 people used to be involved in processing invoices across the council – this is now down to 10 and we are aiming for 5!
· Doorstep crime – big increase 30 – 300 cases this year, big costs as we know that victims more likely to die early and they suffer tremendous shame in their families for having been conned. Our Trading Standards officers have recovered  £78k from con men this year and 3 people have been sent to  prison in the last 6 weeks

· Keeping older people at home and out of hospital - 68% reduction in falls in care homes from the falls prevention programme – broken femur costs the public purse £29k; seated exercise, nail clipping, learning how to fall, risk awareness.  We’ve also used theatre with the Oxfordshire Touring theatre Company performing   “Head over Heels”  in care homes around the county to get the messages over in a fun and amusing way

· Continence is a big issue too and much can be done with advice about exercise and diet not just using pads – think of the elderly couple and how the partner can be at wits end with sharing a wet bed. A care home place costs around £25k pa, 1 in 3 people going into care are incontinent.  With our investment in support to individuals we aim for a threefold return 
· Joint working with the NHS – we have the largest joint budget in county with health and we aim to spend this on the lowest cost preventative measures in the community, keeping people in their own homes, rather than in costly hospital beds
· 365 Alive – 365 lives saved over 10 years - saving tax payers £100m.  Prevention with smoke alarms, innovative ideas e.g. young male drivers – free lessons and experience at fire station of being cut out of crashed car, education with video and hearing from injured young people direct; state of the art equipment and selling old engines to Ireland!; Phoenix project – fire cadets, youngsters at rick of exclusion or younger siblings of offenders – increases self esteem, cuts exclusions
· Apprentices – we currently have 60, growing our own, from heath and social care to engineers, NVQs plus basic skills, we get brilliant rates of retention and target some youngsters who would otherwise struggle such as care leavers etc

· Reducing youth offending – we are in the top 20% nationally for reducing re-offending, with a 58% cumulative reduction in new entrants in the youth justice system since 2005/06  
· Oxford Castle – bought back from the Prison’s service for £8,500, brought back to life with commercial involvement from Trevor Osborne at no cost to the public purse as we funded our bits from film income during works and now a thriving centre setting a benchmark for the West End, with over 30 new homes, restaurants, entertainment space, a heritage centre and an internationally acclaimed hotel that gives a modest continuing profit share back to the county council each year!
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