LONDONASSEMBLY Budget and Performance Committee

Response to the Mayor’'s draft consultation
budget 2013-14

January 2013







Greater London Authority
January 2013

Published by

Greater London Authority
City Hall

The Queen’s Walk

More London

London SET 2AA
www.london.gov.uk

enquiries 020 7983 4100
minicom 020 7983 4458

ISBN

This publication is printed on recycled paper



John Biggs (Chairman) Labour

Stephen Knight (Deputy Chair) Liberal Democrat
Gareth Bacon Conservative
Andrew Dismore Labour

Roger Evans Conservative
Darren Johnson Green

Joanne McCartney Labour

Valerie Shawcross CBE Labour

Richard Tracey Conservative

The Budget and Performance Committee scrutinises the Mayor’s annual
budget proposals and holds the Mayor and his staff to account for financial
decisions and performance at the GLA. The Committee takes into account in
its investigations the cross cutting themes of: the health of persons in
Greater London; the achievement of sustainable development in the United

Kingdom; and the promotion of opportunity.

Contacts:

Steve Wright, Scrutiny Manager
020 7983 4390, steve.wright@london.gov.uk

William Roberts, Budget and Performance Advisor
020 7983 4958, william.roberts@london.gov.uk

Dan Maton, Budget and Performance Advisor
020 7983 4899, dan.maton@london.gov.uk

Dale Langford, Senior Committee Officer
020 7983 4415, dale.langford@london.gov.uk

Alastair Cowan, Communications Officer
020 7983 4504, alastair.cowan@london.gov.uk


mailto:william.roberts@london.gov.uk

1. Introduction

2. Police and fire reforms

3. TfL and the fares decision

4. Mayoral priorities and financial flexibility
5. Linking the budget to performance
Appendix 1 Recommendations

Appendix 2 Orders and translations

12

14

15

17



1.1

1.2

1.3

1.4

This is the Budget and Performance Committee’s response, on behalf of the
London Assembly, to the Mayor’s draft consultation budget for 2013-14."

It draws on the Committee’s previous work on the budget, including our
review of the Budget Guidance document in July, the core GLA’s draft
budget in November and the Committee’s Pre-Budget Report in December.?
The Committee also held meetings to discuss the draft consultation budget
with the functional bodies (9 January) and the Mayor (14 January). This
response sets out the Committee’s views on the key issues arising from the
budget and is intended to inform the next stages of the budget-setting
process.’

The Mayor is confident that police and fire services will be able to maintain
and improve safety for Londoners despite the major budget cuts they face
over the coming years. If managed correctly, cuts can help drive reforms
that make sense in terms of funding and performance, but they must be
based on robust evidence and take local concerns into account. They must
also be designed with a long-term view in mind, and not just to meet short-
term budget pressures.

The savings programmes in the police and fire services — and the budget
itself — are dependent on the proposed closures of police and fire stations.
These changes are generating understandable concern among some local
residents who are worried that they will not receive the same level of
protection they currently enjoy. The Mayor will need to reassure Londoners
that safety will not be jeopardised because of these changes, which would
be very difficult to reverse.

The Mayor’s second priority, after making London safer, is to generate jobs
and growth, and he clearly sees investment in Transport for London (TfL) as
the best way of achieving this. This year, as in previous years, he has chosen
to allow TfL to retain all of its additional and unanticipated revenue to
increase its investment programme. The Mayor could have used this money
to provide temporary relief on fare increases, or to support the fire or police
services, or invest in affordable housing or other growth projects. It is
important that the Mayor is able to explain to Londoners the basis of this
decision.

' Mayor of London, Group Budget Proposals and Precepts 2013-14 — consultation
document, 2 January 2013 (“draft consultation budget”).

2 Mayor of London, The Mayor’s Budget Guidance for 2013-14, 27 June 2012; Draft GLA
Budget for 2013-14, 14 November 2012; Budget and Performance Committee, Pre-Budget
Report 2012, December 2012.

3 The Assembly will put questions to the Mayor on his Draft Consolidated Budget and Final
Draft Consolidated Budget at its meetings on 8 and 25 February.
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2.2

2.3
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London’s police and fire services are about to undergo a profound period of
change as budget reductions are made, police and fire stations closed and
workforces reduced and reorganised. The Mayor’s Office for Policing and
Crime (MOPAQ) is currently consulting stakeholders on the proposed
reforms to the Metropolitan Police Service (MPS), including holding public
meetings in every borough. The London Fire and Emergency Planning
Authority (LFEPA) will shortly be consulting its stakeholders, although the
details of this consultation are yet to be resolved. Nevertheless, there are
still many gaps in the information needed to make that consultation process
as meaningful as it might be. For example, although the police and fire
stations earmarked for closure are now in the public domain, the financial
implications of each closure have not been revealed. There is also no
information available on the costs of opening new, alternative contact points
for the police, and there is still some confusion about the purpose those
contact points will serve.

Final decisions on these estates rationalisation programmes will have to be
taken soon if MOPAC and LFEPA are to achieve the savings needed in the
police and fire budgets for 2013-14 and 2014-15. In the case of LFEPA, the
Mayor has indicated that he will issue a formal direction to ensure the
consultation on the rationalisation programme goes ahead as planned, in
light of LFEPA’s vote against it.* Furthermore, given the importance of this
element of reform to meeting their savings requirements, it is not clear how
much weight will be given to local concerns. The sensitivity around the
closure of police and fire stations and other key buildings presents a risk that
these savings may be delayed if local opposition makes closures politically
unacceptable.

It is important that estates rationalisation is done properly, and takes into
account the best evidence available as well as understandable public
concerns. Unlike changes to the workforce, asset sales cannot be easily
reversed and reforms need to look to London’s long-term needs, particularly
in view of the forecast growth and development of London over the coming
years. Finally, it is also important that any asset sales generate the best
possible returns that can be reinvested back into the fire and police services,
and that sales are managed in a holistic way from a GLA-wide perspective.

The impact of estates rationalisation and other reforms to the fire service,
according to LFEPA’s modelling, is that response times will increase in more
than half of London’s boroughs.> However, average response times will not
exceed the six minute target in boroughs where this target is currently met,
and four boroughs will be brought within the eight minute target for second

* LFEPA voted to amend the planned consultation on the draft Fifth London Safety Plan
2013-2016 so that all mention of fire station closures and appliance and fire staff
reductions were removed. LFEPA Full Authority meeting, 21 Jan 2013.

> LFEPA paper FEP 2021, The draft Fifth London Safety Plan 2013-2016, appendix E.



2.5

2.6

2.7

appliance response. The Commissioner is satisfied the reforms will not have

a “significant detrimental impact upon the safety of Londoners”.®

Although the police estate is being reduced, the Mayor has committed to
maintaining police officer numbers at or around 32,000. The Mayor told the
Committee that keeping officer numbers high was important for public
confidence:

| think that it is important, as the person democratically accountable
for policing, to see that numbers of police officers is something that
the public really respond to, that the numbers we can put out there
on the street make a huge difference to confidence, and I think it is
part of my job to make the case for numbers.

The commitment for 32,000 officers is a key influence on MOPAC’s budget.
One of the consequences is that the number of supervisors and civilian staff
is being reduced. Whilst there may be room to reduce the ratio of sergeants
to constables, there is a risk that this change could affect performance,
particularly during a period of such profound change for the police.

In the Pre-Budget Report the Committee asked the Mayor to provide
Operational Policing Measure analysis of the police workforce for the rest of
the Spending Review period in the draft consultation budget.” This
information was not provided, but the Mayor has committed MOPAC to
providing this analysis when it has been finalised. However, this information
is relevant to the Assembly’s scrutiny of the Mayor’s budget and we
therefore urge the Mayor to provide this in the draft consolidated budget so
we can see, for example, how officers are going to be deployed between
back office and front-line roles.®

Recommendation 1

The draft consolidated budget should set out the financial implications of
the estates rationalisation programmes for the fire and police services. In
particular it should detail the budgeted savings from closing fire and
police stations, and the budgeted costs of new police contact points.

Recommendation 2

Alongside the draft consolidated budget the Mayor should provide
projections for the MPS workforce over the remainder of the Spending
Review period using Operational Policing Measure analysis.

® LFEPA paper FEP 2021, The draft Fifth London Safety Plan 2013-2016, paragraph 12.
’ Pre-Budget Report 2012, page 19.

8 The Deputy Mayor for Policing and Crime agreed with our previous position that OPM
analysis should be provided using Her Majesties Inspectorate of Constabulary’s format,
which would allow for comparisons with other forces. Budget and Performance Committee
meeting, 9 January 2013.
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Fares

Before last year’s election the Mayor said that fares would “go down in an
honest and sustainable way”.> He has not clarified this statement, and has
instead approved an above-inflation increase in the first year of his Mayoral
term, rising by an average of 4.2 per cent from 2 January 2013."° In doing
this, the Mayor has chosen to prioritise additional funding for investment
over reducing fares in 2013.

It is still not clear what advice TfL is providing the Mayor to help him make
his fares decision. We have questioned TfL’s lack of transparency for several
years and we ask the Mayor to fulfil his manifesto declaration that
“Londoners deserve honesty and openness over fares setting”."" It is
impossible for the Assembly, and Londoners, to assess the fares decision
with the information currently available. We would also argue that the
Mayor should be able to demonstrate to Londoners that the fare increases
are really necessary to maintain and improve the transport infrastructure.

In the Committee’s Pre-Budget Report we asked the draft consultation
budget to include a clear explanation of the impact of inflation-only
increases in 2014 and 2015 on TfL’s Business Plan. This was not provided
to any meaningful level of detail and we repeat our request for the specific
implications for TfL’s business plan of inflation-only increases in fares for
the next two years.

As part of TfL’s business planning process it must produce analysis based on
alternative fares decisions. For future fares decisions we recommend that
the Mayor should require TfL to publish at least three different scenarios
each year to inform the debate around fares. We suggest: no increase in
average fares; an increase equal to the Retail Prices Index (RPI) measure of
inflation; and an increase of RPI plus one per cent (or whatever limit the
government imposes on fare increases). This would allow the Assembly and
others to judge for themselves whether the Mayor has struck the right
balance between investment in the transport network and fares affordability.

When the Mayor was asked whether TfL did indeed provide him with
different scenarios before he made his fares decision he was unwilling to
explain the nature of the advice he received:

| do not want to go into all the bits and bobs of the advice.

There is a very exhaustive process and all sorts of interesting
scenarios are discussed, but | see no reason to elaborate. '

® Boris Johnson speaking on the London Mayoral debate programme aired on BBC
television on 22 April 2012.

' Mayoral Decision MD1090, 2013 Fares Decision, 7 November 2012.
" Investing in transport, Boris Johnson Election Manifesto, March 2012.

12 Boris Johnson speaking at the Budget and Performance Committee meeting on 14
January 2013.
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3.7

The Mayor’s fares decision arguably has a more direct impact on Londoners
than any other single decision he is required to make, and it is one that
many Londoners would like to understand properly.” This continued refusal
to provide more information regarding the basis for the fares decision does
not reflect the Mayor’s stated commitment to transparency, and leaves the
Assembly unable to scrutinise the fares decision effectively.

Savings

The consultation budget states that TfL will be able to make £134 million of
savings in 2013-14, significantly more than its target of £24 million. While
TfL has already made significant savings in recent years its target for 2013-
14 is much lower than the targets set for other parts of the GLA Group,
when expressed as a percentage of net revenue expenditure (1.2 per cent
for TfL compared to 5 per cent for MOPAC and 7 per cent for LFEPA).' As
the Committee has previously noted, TfL has been able to generate savings
relatively easily in recent years (although savings may become harder to
make as efficiencies are found).” In the Budget Guidance document for
2014-15 the Mayor must demonstrate that the savings targets for each part
of the GLA Group are suitably challenging. For TfL in particular the Mayor
must be able to make an informed and independent assessment of what
level of savings would be appropriate.'®

Recommendation 3

The draft consolidated budget should include a more detailed explanation
of the impact on TfL’s business plan of inflation-only increases to fares in
2014 and 2015. It should clearly set out the investment projects affected
and the impact this would have on services and passengers.

Recommendation 4

The Mayor should commit to publishing TfL’s advice on fares in advance
of his annual fares decision. We would expect this to include at least
three different fares and investment scenarios for TfL to allow the Mayor
to make an informed decision: a) no increase in fares, b) an increase in
line with RPI, and c) an increase of RPI plus one percentage point. These
could be altered in light of an announcement by the government to cap

3 The latest London Survey (2011) indicates that Londoners are more concerned with tube
and bus fares than they are with either reliability or overcrowding.

' Savings targets taken from The Mayor’s Budget Guidance for 2013-14, page 4; net
revenue expenditure figures taken from Group Budget Proposals and Precepts 2013-14 -
consultation document, pages 26 and 31.

1> Budget and Performance Committee, Pre-Budget Report 2012, page 14.

18 TfL must make £89 million of new additional savings in 2014-15, equivalent to 5.3 per
cent of its net revenue expenditure that year. The Mayor’s Budget Guidance for 2013-14,
page 4.
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4.1

4.2

From 2013-14 a share of business rates will be retained locally, and be
available for the Mayor to allocate across the GLA Group (excluding
MOPAC)."” The GLA Group will receive nearly £1.3 billion of business rates
income in 2013-14, of which £342 million will be paid to the government as
a tariff payment to support local government services elsewhere in England.
Of the remaining £944 million, £803 million will go to TfL, £109 million to
LFEPA and £32 million to the GLA." In theory the Mayor is free to allocate
this £944 million as he wishes, but he has stated that it would be “imprudent
to ignore” the advice from the Secretary of State for Transport that the new
arrangements should not lead to any reduction in funding to TfL during the
current Spending Review period.’® We understand that, if the Mayor did
choose to transfer money away from TfL in this way, the government would
be likely to react by reducing its own funding to TfL. We therefore
understand the Mayor’s reluctance to make use of this theoretical flexibility
in his budget for 2013-14, but we would ask the Mayor to examine the
possibility of doing so from 2014-15 onwards, which will fall in the next
Spending Review period.

The Mayor has also argued that diverting money from TfL to fund other
services would not be in London’s best interests:

the argument has been successfully made to me that we need to
continue with our capital investment programme at TfL and that the
reform programme that the police and the fire services are engaged
upon can be completed and can be conducted without it being
necessary to raid TfL, to put it in crude terms.”

Opinions will naturally vary on whether the Mayor has chosen the right set
of priorities in his budget, but it should be generally accepted that the
Mayor must be able to support his arguments with evidence. A key element
of the Mayor’s reasoning is that transport investment is the most effective
way of driving growth and jobs. Indeed, TfL told the Committee that it
specifically looked for projects that would promote economic growth, jobs
and housing when it drew up its ten-year business plan. However, the
Mayor has not demonstrated that additional investment in transport will be
more effective than greater investment in other areas such as affordable
housing or energy efficiency programmes.

' In line with the policing bodies in the rest of England, MOPAC will not be financed via
rates retention. See Mayor of London, Group Budget Proposals and Precepts 2013-14 —
consultation document, Appendix G.

'® Mayor of London, Group Budget Proposals and Precepts 2013-14 — consultation
document, page 81.

' Mayor of London, Group Budget Proposals and Precepts 2013-14 — consultation
document, page 3.

%% Boris Johnson speaking at the Budget and Performance Committee meeting on 14
January 2013.



4.3 These choices will become increasingly important as the GLA benefits from
its share in any growth in business rates income.?’ The Mayor has not yet
explained how he might allocate any such additional income. It might, for
example, be allocated in line with the split of retained business rates in the
2013-14 budget. Alternatively, the Mayor could choose to allocate all
additional income to TfL’s investment programme, if he believes that this is
the best way to generate further growth. It would be helpful for the Mayor
to explain his thinking in the draft consolidated budget.

Recommendation 6

In the draft consolidated budget the Mayor should set out his overall
principles regarding how he intends to use the financial flexibility available
through business rates retention in future budgets. It would be helpful if
he could clarify whether he is ruling out transferring funding from TfL
under this arrangement for the rest of his term of office and, if so, why. It
would also be helpful if the Mayor could outline how he might allocate
any increase in business rates income, and how this might be informed by
his belief that TfL is particularly effective at driving economic growth in
London.

2 Only business rates growth resulting from physical increases to the tax base will be
retained locally; increases resulting from rent rises will flow to the government.

13
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5.1

52

53

In the Committee’s Pre-Budget Report we asked the Mayor to include
performance targets for 2013-14 for each part of the GLA Group in his
budget. Including this kind of information would allow people to assess the
Mayor’s priorities and see what he intends to achieve with the funding
available. At the end of the year people would then be able to assess how
well the money had been spent, and how well the different parts of the GLA
Group performed in relation to their targets.

The Committee was disappointed to note that the draft consultation budget
did not provide the information we had asked for. Although it provides a list
of “deliverables” for each functional body, they are long-term objectives,
rather than performance targets for 2013-14. For example, TfL’s
deliverables are taken from its 10 year business plan, and include long-term
programmes such as upgrading the Northern and Sub-Surface tube lines.
Even the target for tube reliability relates to a 30 per cent improvement
between 2011 and 2015. There is still no way of linking the funding for
2013-14 with the performance targets for 2013-14.

It should be possible for each part of the GLA Group to set out in simple
terms what it will achieve in 2013-14 with the funding it will receive. They
already release this information in various public documents so it should be
relatively simple to bring this into the draft consolidated budget in February,
in place of the longer-term objectives the budget currently contains.
Allowing Assembly Members and Londoners to see how the budget will be
used to improve services over the coming financial year should be an
essential element of the Mayor’s budget document.

Recommendation 7
The draft consolidated budget should include performance targets for the
GLA and each functional body that relate specifically to 2013-14.



Recommendation 1

The draft consolidated budget should set out the financial implications of
the estates rationalisation programmes for the fire and police services. In
particular it should detail the budgeted savings from closing fire and
police stations, and the budgeted costs of new police contact points.

Recommendation 2

Alongside the draft consolidated budget the Mayor should provide
projections for the MPS workforce over the remainder of the Spending
Review period using Operational Policing Measure analysis.

Recommendation 3

The draft consolidated budget should include a more detailed explanation
of the impact on TfL’s business plan of inflation-only increases to fares in
2014 and 2015. It should clearly set out the investment projects affected
and the impact this would have on services and passengers.

Recommendation 4

The Mayor should commit to publishing TfL’s advice on fares in advance
of his annual fares decision. We would expect this to include at least
three different fares and investment scenarios for TfL to allow the Mayor
to make an informed decision: a) no increase in fares, b) an increase in
line with RPI, and c) an increase of RPI plus one percentage point. These
could be altered in light of an announcement by the government to cap
fare increases.

Recommendation 5

The Mayor should set out the rationale behind the savings targets for the
GLA Group in each year’s Budget Guidance document. This should
include more detailed information about the savings programmes for each
functional body and how the Mayor has satisfied himself that the savings
targets are challenging yet achievable.

Recommendation 6

In the draft consolidated budget the Mayor should set out his overall
principles regarding how he intends to use the financial flexibility available
through business rates retention in future budgets. It would be helpful if
he could clarify whether he is ruling out transferring funding from TfL
under this arrangement for the rest of his term of office and, if so, why. It
would also be helpful if the Mayor could outline how he might allocate
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For further information on this report or to order a copy, please
contact Steve Wright, Scrutiny Manager, on 0207 983 4390 or email:

steve.wright@london.gov.uk

You can also view a copy of the report on the GLA website:
http://www.london.gov.uk/who-runs-London/the-london-

assembly/publications

If you, or someone you know, needs a copy of this report in large print

or braille, or a copy of the summary and main findings in another
language, then please call us on: 020 7983 4100 or email:
assembly.translations@london.gov.uk.

Chinese

IS X A SR A R A (R AR,

T E IS IR R IRA T Bl b T S 2L A i 5 Ml
Email 5H&AMKR.
Vietnamese

N?:u ong (ba) mudn ndi dung viin ban nay duge dich sang

tiéng Viét, xin vui long lién hé vai ching t6i bing dién
thoai, thir hodc thir dién tir theo dia chi & trén.

Greek

Edv emBupei iAngn aurod rou Keiy arnv yAd

oag, mapakadu kaAfore rov apiBpd i emxovwvijore pall
hag amy Epw rayuBpopixt) fj TV NAEKTE i SiedBuven.
Turkish

Bu belgenin kendi dilinize ¢evrilmis bir dzetini
okumak isterseniz, liitfen yukandaki telefon
numarasini arayin, veya posta ya da e-posta
adresi aracihigiyla bizimle temasa gegin.

Punjabi

¥ 3t few eRsRw w Aw vt W few =
g9, ¥ faour god fen du9 '3 35 F9 W
Gug fé3 39 & €Ng u3 ‘I W Huaa =91

Hindi

afg MBI SEAdS BT AR AT AT H
ey o IR A g FaR W B H °qT IW {7
T TE UG AT S A O W EA | AUS B

Bengali

Jei ol @B wfeeE aFl A FoeE SEE (9 54,
SIEE W P OF FAEN AT BEiE T @TWW q
B-T0% (ST SN I RS TR

Urdu

O 1) o DA 1S g il Sl S
S O g oseia S el e s IS0

Jae b iy S STV 0,88 b

2 S abdl ) e g

Arabic

sdig do aplupd 1ad pagde sde dsoazd
sdp Juaddd) J Gled a3 Juaddd slz s
o Uit S eded grsomd duscgd
Al sosaddd

Cujarati

% datl2 2l ealdell M2 d2ud el
BABAL SU dl GUR 2AUUY ol®12 U2 Slel 53
Al GUR 2AUNUY SULE ™l B-ADH Aol
W A WS s
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