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1. EXECUTIVE SUMMARY

This report sets out the findings thus far of the Scrutiny Panel’s of the budget process review.
This reports on the review conducted between June 2003 and December 2004 which entails
Phase One of the review. Phase Two continues as of January 2005.

Two streams were followed for this review, focusing on both the budgeting process itself and
on the communication channels currently used. The bulk of the Scrutiny has focused on the
consultative and participatory mechanisms available to this Council, and the information
typically included in such mechanisms in other Councils.

The report concludes that this Council should experiment with participative budgeting, as well
as making several recommendations concerning current consultative standards, both internally

and external to the Council.



RECOMMENDATIONS

1.1  External consultation / participation objectives, mechanisms and experiences

1.1.1 Any consultation this year shall not take the form of a questionnaire along the lines of
previous years.

1.1.2 The Council identify clear guidelines for consultative procedures which include:

* ldentifying the purpose for each consultation carried out.

* What consultative mechanism is best suited to typical purposes.

» What standards should be adhered to in consultations [For instance: preventing
duplicate submissions, avoiding misleading or loaded questions].

* Whether 'sales type' questionnaires (those that do not make clear the costs / other
tradeoffs of a selection) should be used by the Council.

» That these guidelines should be evolved and maintained by the standards committee.

The Market Research Society guidelines on questionnaire design provide a useful
professional standard for consultations involving questionnaires. These guidelines can
be found on the MRA website: http://www.mrs.org.uk/standards/quest.htm. It is
recommended the Council adopt MRS guidelines as the foundation principles for the
consultative procedures and guidelines to be developed.

1.1.3 Future budget consultative processes are explicitly assessed against three criteria:

» The success of the process in disseminating knowledge in the community of the
budgetary choices and pressures faced by the Council.

» The success of the process in generating a sense of 'ownership' by the community of
the budget setting process, rather than the community perceiving the budget setting
process as something of which they are passive recipients, particularly for those groups
in the community who are usually judged as being 'hard to engage'.

* Does the process make explicit the political framework within which choice is being
given [i.e. being politically transparent].

1.1.4 Measures be developed to assess whether any consultation has met these criteria.
We suggest that suitable measures might include:

» the number of residents who have participated in the consultative process,

* a measure of their satisfaction with the consultative process,

» the extent to which residents
o feel 'well informed' on the budgetary choices and pressures facing the Council,
o understand the political framework within which choice has been exercised,
0 believe that the budget has been determined primarily with the wellbeing of the

residents of the borough, even if they disagree with the detailed outcome.

1.1.5 That Harrow considers the controlled use of a comprehensive on-line budget consultation
program to establish the views of a representative sample of informed residents.

1.1.6 Harrow should experiment with participatory principles in a structured manner. The
budget is an obvious candidate, given the substantial public interest in this area, and the
interest of many groups in its outcome. We would suggest that Scrutiny is an appropriate
medium through which such experimentation should take place, so long as such pilots as
are undertaken are properly supported by Officers. We envisage the following process:



1.2

1.2.1

1.2.2

1.2.3

1.2.4

1.2.5

05/06 budget:

A pilot study to establish ‘ways of working’ between officers, members and community

representatives on budget issues. Selected individuals would be invited to form a

Community Budget Group (CBG) to ‘Scrutinise Harrow’s 05/06 budget priorities and to

recommend how future participatory processes should be conducted’. The scope of such

suggestions would be left to the group to determine. This group would report to the

Budget Scrutiny group, who would in turn report to Overview and Scrutiny. Their training

sessions and meetings would be open to members, but not to the public.

The responsibilities of the CBG would be to:

1. Submit a report to the February Council meeting at which Harrow’s budget for 05/06
will be determined, via an Overview and Scrutiny executive action.

2. Submit a report to the Overview and Scrutiny following February full Council making
recommendations for the 06/07 budget participatory mechanisms.

3. Write a one page article for the Harrow People to be circulated in the Budget issue of
the Harrow People.

4. Issue press releases as it sees fit, with the assistance of the Communications
Department.

5. Maintain a page on the Harrow website.

06/07 budget:
Subject to the report of the 05/06 pilot, we would recommend a similar process for 06/07,
but with the membership of the group determined by a more representative mechanism.

Budget management issues and experiences in other boroughs

Performance management:

That performance information is provided in a standardised form to Cabinet alongside
budgetary information, along the lines of the Vital Signs report produced at Kensington
& Chelsea (Refer to Appendix 1).

CMT / Cabinet accountability issues:

That CMT has an annual 'contract for progress' that clearly defines the performance
targets that are being proposed for the forthcoming year, and which require joint working
for effective delivery.

That an annual 'business plan' be presented to full Council alongside the budget, along
the lines of the Kensington &Chelsea Cabinet Business Plan (Refer to Appendix 2).

That a budget explanatory booklet along the lines of that seen in Camden (The Camden
Finance Guide) be produced and placed on the intranet and internet (Refer to Appendix
3).

That the final Invitation to Negotiate document in the Transformation Partnership
document has as a high priority the alignment of budgeting, management information,
KPI and staff incentivisation systems.

Incentives (see also 1.3.1 below):

That serious consideration be given to the provision of financial incentives to senior staff
along the lines of those given at Kensington &Chelsea. (Refer to Appendix 4) Incentives
for junior and professional staff may be provided more effectively in another form [e.g.
recognition] as pay incentives can never be a replacement for high-quality management
and a professional, pleasant environment. Pay incentives within environments
characterised by top-down management styles and arbitrary decision-making will not
have a positive impact.



1.3

1.3.1.

1.3.2

1.3.3

1.3.4

1.3.5

The current budget setting environment in Harrow, including internal consultation

Personnel data:

We recommend that the ITN for the financial and HR systems specify that responsibility
information should be included in HR records, which should facilitate the collating of
staff survey data. We also recommend that the HR system should facilitate the
production of a staff directory.

Best practice in departmental budget setting should be documented at the Corporate
level and implemented in departments. This should include:

meaningful and timely communication and consultation with those affected by budgets
those responsible for managing budgets to be part of the budget construction process
the integration of budgetary material and KPI targets into departmental plans

formal cross-departmental working on departmental and budget planning

KPI should be part of regular departmental briefings to staff. Individual staff whose
performance relates to particular KPI should be individually updated on a regular and
timely basis of changes in those KPI.

Incentives to make savings and/or to deliver below budget, whilst meeting top quartile
KPI targets, to be agreed at corporate and departmental level and included as part of
the ...

That information provided to Councillors on this year's budget proposals:

Shall include information on how the 05/06 proposals differ from the actual out-turn for
02/03, together with an explanation of growth and reduction items against each item
since that date

Shall include information on comparative actual figures for the last 5 years.



2. INTRODUCTION

The Review Group meets on average once a month and continues its communication between
meetings electronically. Whilst the scope of this review divided the review into two strands, the
review group has effectively acted as a single group.

This interim report covers the findings of the Budget Review Scrutiny group that result from:
1. An invitation to Harrow residents and partners to comment on the budget setting
process.
Visits to the London Boroughs of Croydon, Camden, and Kensington and Chelsea.
A seminar held by Harrow Council on participatory budgeting.
A staff questionnaire on the budget setting process.
A Members questionnaire on the budget setting process.
Discussions with officers, CMT, and Members.

oubhwi

Consultation with the public was achieved through an advert placed in the Harrow Times
asking for the residents’ views and opinions. This advert was also placed on Harrow’s web site
for the public to access. These approaches yielded a minimal response, which was clearly
disappointing. From these responses, (and from conversations with others with whom we
discussed these issues) we conclude there is considerable confusion as to the difference
between past consultations by Harrow and referenda.

We recommend any consultation this year shall not take the form of a questionnaire
along the lines of previous years.

The visits to the London Boroughs of Croydon, Camden, and Kensington & Chelsea were
highly informative and extremely useful. We would recommend this approach to future
Scrutiny groups.

The seminar on participatory budgeting raised the profile of Harrow and attracted significant
national level interest. On this measure alone it must be considered a significant success for
Harrow. It also proved an effective mechanism for exploring an innovative approach in a time-
efficient manner, and has led to useful contacts in other organisations.

Within the Council an initial interview was held with the Executive Director of Business
Connections. This interview helped decide the final questions for a questionnaire which was
sent out to approximately 300 council employees and to all the Members of the Council.

Whilst the conclusions of the staff consultation are in some ways unsurprising, it adds to the
momentum for the current change process. It is essential that the new Harrow addresses the
shortcomings of the old, or the change will have been in vain. This questionnaire reminds us
all of what some of those shortcomings are.

The members questionnaire initially elicited a disappointing response. We now have a sample
that is sufficient to draw some conclusions from. Those conclusions will follow this report.

As with all Scrutiny Groups in Harrow, transparency both internally and externally is of the
essence. Discussions with CMT, officers and members have proved fruitful, and continue to
inform the process. It is our intention to issue the results of the staff questionnaire in the near
future as a press release, which we hope will generate debate on the future direction of
Harrow.



This report covers phase one of this review. The next phase of the review will consist of the
supervision of the Community Budget Group, and the review of the nature of the information
presented to Members and the public as part of the budget setting process.



METHODOLOGY

The meeting of the Review Group held on 12 June 2003 agreed its methodology for the
review. This was later adapted to allow the presentation of further information
requested by the Group. The methodology followed comprised:

25 July 2003
» Discuss potential scope

22 September 2003
* Pre-scoping workshop

27 January 2004
+ Scope noted by O&S Committee

29 April 2004
* Review group meeting

27 May 2004
 Trip to Croyden Council

2 June 2004
» Visit to Camden Council
* Review of findings to date

8 June 2004
« Planning meeting
« Review of key findings and documentation

14 June 2004
» Seminar held by Harrow Council on Participatory Budgeting

22 June 2004
+ Review group meeting

8 September 2004
* Review group meeting

22 September 2004
* Kensington & Chelsea visit

17 November 2004
* Review group meeting

7 December 2004
* Review group meeting

10



3.2

3.3

The Review Group met on 12 occasions and continued its communications between
meetings electronically.

Given the review group’s wish for its findings and recommendations to be available to
inform the decision on the roll out of the project, the report was shared with other Members
of the Overview and Scrutiny Committee electronically, before being finalised by the Chair
and Vice-Chair of the Committee, both of whom were members of the review group.

11



SCOPE OF REVIEW

1 SUBJECT Budget setting scrutiny
Workstream 1: budget setting / the strategic environment
Workstream 2: Communications
Workstream 3: Housing Revenue Account
COMMITTEE Overview and Scrutiny Committee
REVIEW GROUP Lead Member: Cllr Ingram
Lead member, Workstream 1: ClIr Ingram
Lead member, Workstream 2: Cllr Versallion
Members and co-optees:
Workstream 1: Cllr Lammiman, Blann, Co-optee: Jane Walker
Workstream 2: Cllrs Currie
Workstream 3: Membership to be agreed
Unallocated: Cllr Osborn,
4 AIMS/ OBJECTIVES | To review and make recommendations concerning:
Workstream 1: (Strategic environment and interface)
The budget setting strategic context: the effectiveness of links between
budget setting and
a) strategic objectives, & departmental plans,
b) performance measurement & KPIs,
c) staff incentivisation,
d) risk management
e) spending authorisation process (budgets / business cases)
f) Corporate Governance: members roles.
Workstream 2: (Communications)
a) The nature of the information disseminated
* internally (to staff and members) and
* externally (to the public, stakeholders) as part of the budget setting
process.
b) The nature of the external budgetary consultation process.
5 MEASURES OF e The production of a report, divided into two sections along the lines of the
SUCCESS Workstreams above, assessing Harrow’s current budget setting process as
they relate to the aims and objectives above.
* The agreement of recommendations to place before the executive
concerning those aims and objectives.
*  Whether members perceive their understanding of budgetary information
and consultative mechanisms has improved.
* A conclusion as to the success or otherwise of utilising co-optees as part of
the scrutiny process.
*  Whether key stakeholders are engaged as part of the communications
stream.
6 SCOPE Wherever possible, the two streams will combine so as to collect data at a

single interview / visit or group meeting.
Joint initiatives:

* A desktop review of existing material produced by this authority, other
authorities, the Government, Professional Bodies, and private sector
organisations (BT specifically).

* The interview of senior officers (CE and Exec directors) to clarify
current procedures in Harrow, and future plans for change.

* Visits to other authorities to review best practice and the change
management processes undertaken. (Shepway, Ealing, Maidstone and

12




Lambeth are to be approached).
* A presentation to members and stakeholders concerning the Porto
Allegre Participative Budget setting experience.
* A questionnaire to budget holders
* A questionnaire to Portfolio holders and Executive members
* A questionnaire to non-executive members
Additionally for Workstream 1:
* Sit in on performance matrix sessions
Additionally for Workstream 2:
INTERNAL
Officers
» 1:1 interviews or email questionnaire with budget holders (1)
»  Email service delivery officers (2)
Members
*  Focus group (6) of non — Exec members (2)
EXTERNAL
Public
¢ Res. Assoc/vol. orgs — survey (2)
» Internet — invite input from visitors (1)
»  Harrow People — invite input. (1)
Stakeholders / partners
» Attend local stakeholder meetings and solicit views
* NNDR - through NNDR consultations (1)
»  Partners — HSP (2)
e Survey of local MPs
NB (1 & 2) indicate priorities

7 SERVICE This review supports all of the Council’s corporate priorities as the budget
PRIORITIES reflects the balance of resources to achieve the Council’s service and financial
(Corporate/Dept) objectives.
8 REVIEW Executive Directors of Business Connections and Organisational Development.
SPONSORS
9 ACCOUNTABLE Director of Finance & Strategy , Head of Communications
MANAGERS
10 SUPPORT OFFICER | Frances Hawkins, Scrutiny Support Officer
11 ADMINISTRATIVE Limited support will be available from the scrutiny unit for:
SUPPORT e arranging meetings and external visits
e providing a brief overview of the meeting (NOT minuting)
* obtaining information specifically requested by lead members
e liaison with CMT and officers generally
12 EXTERNAL INPUT Visits of identified Authorities.
A presentation to members and stakeholders concerning the Porto Alegre
Participative Budget setting experience.
Surveys, interviews and meetings as in scope section above.

13 METHODOLOGY As per scope.

Suggested stages for reviews as appropriate:

» The intention is to complete the desk based research element and external
visits between now and May 2004.

e The communications stream may produce an interim report within this
period.

* An interim report would be completed for June 2004 identifying areas
where additional information was required, and suggesting tentative
recommendations, subject to further review.

» A final report would be envisaged for July 2004 to contribute to the 2005/6

13




budget-setting round.

14 ASSUMPTIONS/ Officer resource in this authority and in other authorities is adequate to collate
CONSTRAINTS data / make external visits between now and next March.

15 TIMESCALE See Methodology

16 REPORT AUTHORS | Councillor Mark Ingram / Councillor Mark Versallion

17 RESOURCES Scrutiny Unit: 40 days (26 days in 2003/04 and 14 days in 2004/05)

Members: 13 days (plus 8 'z additional days for each lead Member)

Scrutiny Unit resources to be proactively managed, with flexible deployment,
poling of resources and re-allocation of any ‘spare’ resources wherever
possible

14




5. KEY FINDINGS

ISSUE EVIDENCE FINDINGS COMMENT
SOURCE
How can Croydon Council Referendum A referendum can be used

referendums and
consultation be
used to improve
upon the
budgeting
process?

2 Referendums were held of all voters 17+ year olds in 2000 & 2001 for
01-02 & 02-03 budgets.

Good returns — couple of points above election turnouts. Incentives
used to encourage responses eg. paid Council Tax, business
sponsorships etc.

Included assumptions on GLA precept — consulted on single figure.
Cost approx £160 000-£200,000. Approx £20 000 of costs were for
publicity. The main cost was for the Electoral Reform Society.
Referendum seen as one part of the overall consultation process.
Belief that better consultation leads to better decision making
(formulating plans etc), leading to good election results.

Very careful selection of portfolio of questions. Based on universal
services only — Education & Social Services not covered. 3 options
given, with increases for specific service enhancements.

Thought voters would go for middle option but took lower which was fine
as all the options were acceptable to administration.

Questions influenced by the stage in electoral cycle.

In first year, considerable preparatory campaign work undertaken from
June to February referendum. 9-10 focus groups, publicity, brand etc.
Feedback was emphasised with quick notification of results through
posters etc.

Consultation for 03-04

03-04 no referendum undertaken & questions were based around
implementation rather than options because of poor settlement &
reduced resource availability.

Used Neighbourhood Forums as vehicle. Have 10 Neighbourhood
Forums, meetings generally attract 60-200 participants. 1 Forum
operates with Croydon Voluntary Association, 1 set up under partnership
arrangement. 4 meetings/year. Each reflects needs of its region.
Originally 2/3 pilots chaired by Members — 2" year had independent
community Chairs with Members role to answer questions where
appropriate but also to represent their residents.

to increase participation of
residents in the budgeting
cycle. Focus needs to be
placed on questions,
awareness of influencing
factors present, and
providing prompt feedback
to the public.

Larger groups and
community organizations
can be reached through
Community Forums. This
provides a means of
initiating contact and
discussion between
residents.
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Consultants hired to support consultation around Neighbourhood
Forums - explained what consultation meant etc, received a positive
response.

In addition consulted Borough wide through the Council magazine
‘Croydon Report’, which fed into democratic process but focused on
priorities vs increases. Emphasis on voters - taxpayers, partners &
voluntary organisations sent copies for information. Lower key
consultation but from public perception, no difference in timescale with
referendum — November - December Croydon Report survey, Citizen’s
Panel questionnaire, Neighbourhood Forums.

Results from 03/04 consultation informed Community Strategy.

Consultation on 04-05 budget

Consulted on 04-05 budget through 1000 person Citizen’s Panel

General

Member Development — induction & training programme after 2002
election with fresher’'s week — finance an important element.

Croydon have Shadow Cabinet with diaried meetings when officers
provide detailed budget briefing. Joint public meeting of Cabinets held
every cycle with budget reports. Real time budget scrutiny with officer
attendance.

ALG survey results purchased.

First BVPP prioritised were those of local people, gleaned through
consultations, focus groups etc. 3 year rolling Community Strategy was
developed similarly. Council’s performance plan is now following & will
input into service plans which will be used for budgeting purposes.
Quarterly reporting on BVPIs, structured around corporate priorities. Also
using LPSA — strong partnership working, beacon on regeneration &
health, pooling of budgets through meetings of Joint Chief Executives.
Neighbourhood Partnerships are developing local plans around local
issues — have full Departmental officer support team from Council &
partners.

Indicative 3 year cash limits to be issued to departments.

Peer review groups now to provide Members with choices to be
prioritised against local priorities - MTFS review to Members in
September

Overall Council Tax increase has been marginally lower than Outer

All levels need to be tied
together through channels
to integrate and combine all
facets of the budgeting
processes into one larger
picture.
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London average.

What areas can
we look at to
help improve the
internal council
budgeting
system?

Camden Council

» Departments are able to carry forward under spends, providing
increased autonomy and freedoms. It enabled the departments to be
much more flexible (ex. invest in new IT systems). Spends only have to
be reported and not approved

» The collection of income is devolved but if bad debts are not collected in
six months, they are charged back to the department, as are insurance
claims. This rule alone has caused big changes to take place. Debt
collection has been given a high profile along with collection of rent and
council tax. Monitoring is done with each department being notified of its
top 20 claims.

Budgeting Process

¢ In autumn they try to plan around likely grants. Monetary reserves are
put on hold as a back up. All departments are asked to keep savings
from 2% - 6%, at varying levels depending on circumstances based on
political judgement. Exemplified savings are provided for Member
decision. Process involves huge amount of detailed departmental input.

* Summary spreadsheet summarising the whole council position is
produced & updated as the year progresses. This gives a good idea of
what the current position is. Trend analysis is very important. They look
at figures forwards and backwards. A trend comparison of Central
government and Camden’s costs has been produced.

Budget Monitoring

» Seen as a form of performance monitoring. Quarterly performance
monitoring reports considered by Camden Management team — This
extends beyond BVPIs, including financial monitoring, local Pls, sickness
monitoring etc. All data goes to Overview and Scrutiny.

 CMT meets with Executive six times a year to look at reports from the
departments and service plans.

* Monitoring report is linked informally to service plans. Tried direct links
eg to Community Strategy but became too difficult. Importances of
linking the service plan, budgeting, and performance management is
recognised but no system answer to the issue has been found. This
culture was created by pushing down decision making and building a
strong partnership between politicians and management to provide
ownership of the process.

Autonomy of departments
and an individualised
approach provides positive
outcomes.

Increasing communication
between all levels is crucial.

Making the budget a part of
the monitoring and
performing systems
instinctively increases its
importance for each
department.

Communication channels
need to be planned out and
kept open.

How to increase
the level of
engagement and

Participatory
Budgeting Seminar

Participatory budgeting has been tried in many other Brazilian cities. These
trials have led to the following conclusions:
» A significant proportion of the budget needs to be allocated to the

Residents need a pre-
designed system in place
for their use. It cannot be for
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empowerment of
residents?

process (20% was mentioned) if it is to engage the community.

People will stop participating if the actual budget does not match what
the residents stated the priorities to be. Thus, the Council needs to have
people who have the technical feasibility to say “no we cannot do that” at
an early stage of the participative process to ensure priorities that come
out of the process can be implemented. This is not cheap, but leads to a
better informed electorate.

Often it is the same people who participate in the process every year.
Innovative ways are needed to attract more residents into the budget
setting process.

Identified five key components to ‘excellent’ councils in the area:

Commitment to user focus

Clarity of purpose

Understanding your communities (including voluntary and business
sectors)

Communicating appropriately

Delivering change

“We have a highly centralised government and need to find ways with
which we can start to share power. The overview and scrutiny function in
local government should be used to reach out and involve people in
different ways.”

show but must generate a
tool for significantly
influencing the Council’s
decisions. Else, it causes
more damage to the
relationship between the
Council and the public.

How do we build
a representative
resident
consultation
group?

Kensington &
Chelsea Council

Performance and budgeting are linked. Efficiency and value for money
are the two criteria investment decisions are based upon. Budgeting
prospects are evaluated against larger trend issues and are forward
looking with a forecast of a three year horizon. At the corporate level a
review of external factors is held.

In the past they used to conduct a survey of a resident’s panel. It had
1500 members and was conducted quarterly.

Residents do not stay on the panel for more than two years. There is
rolling recruitment and those who do not respond every six months are
taken off and replaced. Panel members are selected through random
letters sent to names listed on election roll calls and upon receiving this
letter they can chose to be on the panel if it interests them. After the
random picking, they try to get a balanced group, often boosting the
number of minorities on the panel.

After residents fill out the questionnaires, their feedback is put into the
resident’s newsletter so that they know their opinions were heard.

Resident panels can be
comprised with random
residents and
underrepresented groups to
help gain a strong
understanding of residents’
views and opinions on the
Council’s options and
decisions.
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Saturday morning workshops are held to educate them about budgeting.
This workshop is to share information so residents can make more
educated choices. They are looking into putting information on the
internet as well.

In October service priorities and budgeting issues are discussed.
Priorities for spending less or more for services are determined at this
time. Changes in council tax are also debated at this time. A separate
focus group is held for those sections of the community which are not
well represented on the panel (for example young people and ethnic
minorities).

A survey is also available on the website. Volunteer organizations and
resident groups ensure the survey is publicised. These residents
represent the public’s mood. The focus group’s opinions are checked
against the resident panel’s opinions for consistency or differences.

What is Harrow
Council’s
employee
attitude towards
the current
budget setting
process?

Survey conducted
with Harrow
employees

People perceive no incentives to make savings and deliver below budget
in any given financial year. Generally, the consequences of under-spent
budget are viewed as disincentives, such as the inability to carry the
under-spend forward (the allocation is lost to the service forever), and a
perception that under-spend leads to a reduced budget in the following
year. This suggests that even where there is scope to make savings,
people may not do so because of the potential consequences.
Generally, there is a difference between the views of senior managers
and others in the organisation on the majority of budget-setting issues
Communication and consultation on budgetary issues tend to be weak —
within departments, across departments and externally. Downwards
dissemination of budgetary information seems too patchy, and this may
reflect different departmental, service, work group etc. practices. The
mix of responses on many issues seems to suggest that different work
practices exist within the organisation generally.

Although there is good awareness of the performance indicators (PIs)
that are used to assess services, the feedback that people (below
service manager level) receive on how their service is doing against the
Pls is patchy.

Determining strategies, objectives and budget proposals seems to be
perceived as primarily a ‘top-down’ activity, especially service strategies
and objectives. However, the responses do indicate some move
towards a more ‘bottom-up’ approach, particularly on budget proposals
In terms of senior management decision-making and leadership in the
budgeting process, the senior managers do not see themselves how

An increase in top—down
communication is needed to
raise awareness. In
addition, communication
channels need to be set in
place to allow for exchange
of information to take place
across all levels including
with Members.
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others see them. Senior managers are generally positive about their
role on the range of aspects surveyed, whereas others in the
organisation tend to be neutral. People do not seem to be particularly
inspired either way (positive or negative)

What are Harrow
residents’
attitudes towards
the current
budget setting
process?

Advert in Harrow
Times, on Council
boards, and on
Council internet site

“I think council tax payers should have more say in where the money
goes, at the moment tax payers are only given very narrow consultation
on spending and if and where cuts in the budget are to be made i think
the majority of tax payers want more say in what the money gets spent
on and what "their" money isn’t spent on.”

“The budget consultations have been a sham. The options were
manipulated to give no real choice. A choice between: Option 1: A very
large increase; and Option 2 an Even Larger increase; is not a fair or an
honest consultation. Why were there no options of freezing or
decreasing council tax? Because people might have opted for these
options? As far as getting more people to participate, many people think
that it is a waste of time. The councillors will do whatever they want to do
regardless of the views of the public. This was borne out by the "massive
increase" increase consultation and the subsequent council tax petition.
The council stillimposed a 20% increase despite the vast majority of
people being against it. If the councillors were bound by the results of
the consultation then more people would participate.*

“To improve the situation the Council must be prepared to offer a wider
range of choices, some of which are 'hard-hitting' (i.e. bring about a min
1% reduction in tax) and maybe unpopular but the more choice we have
the better. Councillors MUST be bound by the results of the consultation,
If they disagree with this then the options should be put to a formal vote.
The only true measure of the success of the consultation is the
percentage response you receive.”

Residents want more
options available to them in
the consultations that take
place and a higher level of
commitment from the
Council to adhere to the
opinions presented to them.
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RECOMMENDATIONS

Our findings cover three main areas:
1.1. External consultation / participation objectives, mechanisms and experiences:

Public engagement can take the form of individual consultation (e.g. via public meetings,
consultation documents, service satisfaction surveys, suggestion schemes, polls), group
consultation (e.g. via focus groups, citizens panels, area committees), referenda, or
participatory mechanisms (e.g. via citizens juries, participatory budgeting). ODPM guidelines
favour greater public engagement'. The Audit Commission has linked engagement practices
with CPA excellence, and ODPM currently has a project investigating participatory budgeting?.

Consultation was used by all the Councils we visited in various forms. Often it was in the form
of a poll, usually supervised by an independent polling organisation such as MORI (Croydon,
Kensington and Chelsea). Often these polls were used to establish community priorities in
order to prepare for subsequent initiatives (e.g. Croydon’s referenda). Consultation was seen
more as a ‘benchmarking’ exercise to establish the success or otherwise of the Council in
meeting or managing expectations, rather than as a contributor to the budget setting process.

We became concerned over the course of the Scrutiny that the objectives to be met by Harrow
consultations in general, and the budget in particular, were not clear. We therefore recommend
that Harrow subscribe to clear objectives and standards for external questionnaires, such as
those published by the Market Research Society.

We recommend the Council identify clear guidelines for consultative procedures, which
include:
* Identifying the purpose for each consultation carried out
* What consultative mechanism is best suited to typical purposes
What standards should be adhered to in consultations [For instance: preventing
duplicate submissions, avoiding misleading or loaded questions]
* Whether 'sales type' questionnaires (those that do not make clear the costs / other
tradeoffs of a selection) should be used by the Council
* That these guidelines should be evolved and maintained by the standards
committee

The Market Research Society guidelines on questionnaire design provide a useful
professional standard for consultations involving questionnaires. These guidelines
can be found on the MRA website: http://www.mrs.org.uk/standards/quest.htm. It is
recommended the Council adopt MRS guidelines as the foundation principles for the
consultative procedures and guidelines to be developed.

' ODPM: Guidance on enhancing public participation: a summary.
http://www.odpm.gov.uk/stellent/groups/odpm_localgov/documents/pdf/odpm locgov_pdf 023831.pdf

“It is time for participation to be no longer regarded as a luxury or an add-on frill to the normal working of a local
authority. To build an enhanced and more effective approach to public participation requires a local authority to
develop a systematic and strategic approach.”

* Church Action on Poverty with Community Pride.
http://www.odpm.gov.uk/stellent/groups/odpm_urbanpolicy/documents/page/odpm_urbpol_607934-02.hcsp
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Croydon’s experience with referenda was not encouraging, so ‘joint working’ rather than the
‘surrender of power’ would appear to be the way forward. Even participatory budgeting in no
way relieves members from the obligation to set a legal budget, so referenda would not appear
to be the way forward.

Joint working, as outlined by ODPM, also implies more than simply finding out the views of
citizens: education and dialogue are essential elements of any re-engagement process. To this
end Kensington and Chelsea differentiated the ‘focus group’ (education / dialogue) from the
‘MORI questionnaire’ (feedback on Council performance / year on year benchmark of
satisfaction).

We recommend Future budget consultative processes are explicitly assessed against
three criteria:
* The success of the process in disseminating knowledge in the community of the
budgetary choices and pressures faced by the Council
* The success of the process in generating a sense of ‘ownership' by the community
of the budget setting process, rather than the community perceiving the budget
setting process as something of which they are passive recipients, particularly for
those groups in the community who are usually judged as being 'hard to engage'
* Does the process make explicit the political framework within which choice is
being given [i.e. being politically transparent]

We recommend measures be developed to assess whether any consultation has met
these criteria.
We suggest that suitable measures might include:
« the number of residents who have participated in the consultative process,
« a measure of their satisfaction with the consultative process,
* the extent to which residents
o feel 'well informed' on the budgetary choices and pressures facing the
Council,
o understand the political framework within which choice has been exercised,
0 believe that the budget has been determined primarily with the well-being of
the residents of the borough, even if they disagree with the detailed
outcome.

Harrow’s resident’s panel has provided Harrow with a useful mechanism to establish resident’s
views. Interestingly Kensington and Chelsea also has a residents panel. But residents are
automatically dropped from the panel after 2 years — not a practice in Harrow. The resident’s
panel is self-selecting, so in that sense is not representative of Harrow residents. Neither has
there been any attempt to ‘educate’ the panel, so they represent ‘uninformed’ opinion.
Resident’s panels appear to have a role to play, but it can be questioned whether they are a
good basis to establish either informed or uninformed opinion.

If the objective of consultation is to establish the views of informed residents, then focus groups
are attractive. However, there is some concern that a dominant individual can skew the
responses of a focus group, and the extent to which a small focus group can ever be
representative of the wider community, even where membership is randomly selected.
Kensington and Chelsea still use focus groups, but again appeared to see this as ‘good
housekeeping’ in staying abreast of community perceptions, rather than as a community
education or re-engagement process.

On-line programs also fall in this category. They have the advantage over focus groups of
avoiding dominant individual effects, but we are not aware of any Council that has used them in
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combination with a controlled random sample of residents to establish Council priorities. Were
this to be done, then they might offer a convenient and cost effective way of establishing
‘informed resident’ opinions in a controlled environment. This would be an interesting initiative,
and one which Harrow might consider. However, they would still not inform the wider
community, nor would they facilitate re-engagement of that community.

We recommend that Harrow consider the controlled use of a comprehensive on-line
budget consultation program to establish the views of a representative sample of
informed residents.

The experience of participatory budgeting in Brazil, where they have been used extensively for
over 10 years, is that they can re-engage with whole communities, and with hard to reach
groups in particular. Participatory budgeting in Brazil consists of local authority organised area
meetings in which residents express their views on what the capital spending priorities of the
City Council should be over the next year, and then elect delegates to carry this message to the
next level of the participatory process. The number of delegates elected is dependant on the
number of people attending that local meeting. Delegates from local meetings attend
Participatory budget setting meetings where they are briefed by and work with City officials to
create a Community Budget. This budget is then considered by the City Councillors, who may
accept, reject or amend it in coming to the final City Budget. Delegates then have the job of
reporting back to their area meetings the outcome of the previous year’s budget setting process
at the meeting where the following year’s delegates are elected.

The Brazilian experience is that the participatory process is highly political, is effective only
where the Community Budget covers a significant portion of the City budget, and where
Councillors choose to take significant notice of the recommendations of the Community budget.
Even then, the process may give rise to a lack of strategic vision, with short-term priorities
sometimes dominating. However, in Porto Alegre, a city of 1.2 million, 50,000 people were
involved in the process last year, and the process is apparently popular.

Participatory budgeting, as practised in Brazil, would probably not suit Harrow. Harrow does not
have a significant discretionary capital budget. Harrow’s population cleaves along more than
just geographic lines, and Harrow already has an established civic society with which to
engage. However, Harrow also has a significant engagement issue. A ‘them and us’ culture
has grown up between the people Harrow Council serves, and the Council itself. This schism
requires more than just consultation to address it.

Participatory mechanisms are challenging for three reasons (as identified by ODPM):
1. the danger of unrealistic expectations

2. worries about the ‘representativeness’ of those who participate

3. a concern that the authority’s decision-making responsibilities might be usurped.

Taking each point in turn, we consider the first point to be challenging, but to simply reflect the
need for a transparent, comprehensive and thorough educational element to any participatory
process. Such a requirement mirrors what is needed for members anyway, so we would
anticipate the two processes of member education and the education of participatory budgeting
representatives to take place in tandem.

The second point is equally challenging. A number of mechanisms exist for selecting
participants, for instance:
1. Issuing invitations to selected individuals
2. Inviting applicants, and then selecting from amongst those who apply (the process
utilised by the Standards Committee)
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3. Inviting applicants, grouping applicants appropriately, and then selecting from amongst
those groups by lot.

4. Inviting delegates from representative organisations in the Borough.

5. Organising two (or more) meetings in the Borough along ‘Brazilian’ lines.

Any mechanism would need to ensure that participants were representative of the principle
attributes of the community, and the selection process would need to take this into account.
Whether any mechanism should also favour the selection of individuals with relevant skills and /
or experience is open to debate. Additional reassurance as to the probity of any participant by
requiring them to sign up to a ‘code of conduct’.

The final point should not be significant. Members would retain responsibility for setting the final
budget. The only risk is therefore unpopularity in a more transparent and open environment.
We consider this risk to be inevitable if we succeed in re-engaging with the community.

It is our recommendation that Harrow should experiment with participatory principles in
a structured manner. The budget is an obvious candidate, given the substantial public
interest in this area, and the interest of many groups in its outcome. We would suggest
that Scrutiny is an appropriate medium through which such experimentation should take
place, so long as such pilots as are undertaken are properly supported by Officers. We
envisage the following process:

05/06 budget:
A pilot study to establish ‘ways of working’ between officers, members and community
representatives on budget issues. Selected individuals would be invited to form a
Community Budget Group (CBG) to ‘Scrutinise Harrow’s 05/06 budget priorities and to
recommend how future participatory processes should be conducted’. The scope of
such suggestions would be left to the group to determine. This group would report to
the Budget Scrutiny group, who would in turn report to Overview and Scrutiny. Their
training sessions and meetings would be open to members, but not to the public.
The responsibilities of the CBG would be to:
1. Submit a report to the February Council meeting at which Harrow’s budget for
05/06 will be determined, via an Overview and Scrutiny executive action.
2. Submit a report to the Overview and Scrutiny following February full Council
making recommendations for the 06/07 budget participatory mechanisms.
3. Write a one-page article for the Harrow People to be circulated in the Budget
issue of the Harrow People.
4. Issue press releases as it sees fit, with the assistance of the Communications
Department,
5. Maintain a page on the Harrow website.

06/07 budget:
Subject to the report of the 05/06 pilot, we would recommend a similar process for 06/07,
but with the membership of the group determined by a more representative mechanism.

1.2. Budget management issues and experiences in other boroughs:

The issue that interested us most were the links between budgeting, performance management
and staff incentives.

We found little explicit links between budgeting and key performance indicators (KPI), whether
national or local, in any of the Boroughs we visited, although all were struggling with these
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issues. The model that appealed to us the most was Kensington and Chelsea, where the
budget setting process was closely aligned with the reporting of KPI.

We recommend performance information is provided in a standardised form to Cabinet
alongside budgetary information, along the lines of the Vital Signs report produced at
Kensington & Chelsea.

Kensington and Chelsea also had a ‘contract’ on the delivery of non departmental KPI agreed
by the senior management team. This integrated with an ‘annual business plan’ that was
presented to full Council alongside the annual budget.

We recommend:

* That CMT has an annual '‘contract for progress' that clearly defines the
performance targets that are being proposed for the forthcoming year, and which
require joint working for effective delivery

* That an annual 'business plan' be presented to full Council alongside the budget,
along the lines of the Kensington &Chelsea Cabinet Business Plan

Camden produced a very useful summary of the budgeting and risk issues for each year, a
document which Harrow might usefully consider producing as part of any member / public
education process.

We recommend a budget explanatory booklet along the lines of that seen in Camden be
produced and placed on the intranet and internet

Harrow is currently seeking a partnership agreement one of whose roles will be to deliver a
Management Information System. One of the benefits of a partnership agreement is that
Harrow need not concern itself initially with the mechanism of delivery, but can focus on
specifying the higher level outputs. We are very supportive of this approach.

We recommend the final Invitation to Negotiate (ITN) document in the Transformation
Partnership document has as a high priority the alignment of budgeting, management
information, KPI and staff incentivisation systems.

We also found little by way of staff incentives relating to either KPI or budgeting. The exception
to this was Kensington and Chelsea, where individual performance related pay enhancement
and promotion was in existence. However, for such an approach to effectively motivate staff the
data on which assessments are made must be considered by all to be both relevant and
reliable. Members were split on whether such incentives should be recommended in Harrow.

We recommend serious consideration be given to the provision of financial incentives to
senior staff along the lines of those given at Kensington &Chelsea. Incentives for junior
and professional staff may be provided more effectively in another form [e.g.
recognition], as pay incentives can never be a replacement for high-quality management
and a professional, pleasant environment. Pay incentives within environments
characterised by top-down management styles and arbitrary decision-making will not
have a positive impact.

1.3. The current budget setting environment in Harrow, including internal consultation:

An extensive staff questionnaire was designed and distributed. The purpose of the survey was
to gather views from a cross-section of employees at all levels in the organisation on a range of

25



aspects of the budgeting process, in order to ascertain which aspects of the process are robust
and where there is scope for change or improvement. There were some issues acquiring the
information on responsibility for employees through the Personnel systems.

We recommend that the ITN for the financial and HR systems specify that responsibility
information should be included in HR records, which should facilitate the collating of
staff survey data. We also recommend that the HR system should facilitate the
production of a staff directory.

Eighty nine responses were received, representing a reasonable spread of all job responsibility
levels with the exception of front-line staff who were under-represented.

The findings show that, generally, there is a difference between the views of senior managers
and others in the organisation on the majority of budget-setting issues. The views of senior
managers (those at director levels) are mostly positive about the process and quite unanimous.
These views are not widely shared by others in the organisation.

Communication and consultation on budgetary issues tend to be weak — within departments,
across departments and externally. Downwards dissemination of budgetary information seems
too patchy, and this may reflect different departmental, service, work group etc. practices. The
mix of responses on many issues seems to suggest that different work practices exist within the
organisation generally.

People tend to feel that, although their service plans reflect their user / stakeholder
requirements, this is not matched by the final budget allocated. This may suggest that the final
budget is viewed as inadequate to meet the requirements of the plan.

There are very distinct differences in the priorities of various groups in terms of the purpose for
which resources are allocated. Generally, senior managers perceive a strong focus on
innovation, change, quality and continuous improvement. However, those responsible for this
implementing this vision (service managers, managers, team leaders) view the priority as
continuing existing activities within the available budget (preserving the status quo). This
indicates a divergence of strategic direction between those who lead the direction and those
who implement that direction.

People perceive no incentives to make savings and deliver below budget in any given financial
year. Generally, the consequences of under-spent budget are viewed as disincentives, such as
the inability to carry the under-spend forward (the allocation is lost to the service forever), and a
perception that under-spend leads to a reduced budget in the following year. This suggests that
even where there is scope to make savings, people may not do so because of the potential
consequences.

There is much support for managing budgets along the lines of the newly introduced medium
term budget strategy (MTBS) basis. However, the findings might be indicative of some
confusion about how MTBS is meant to operate, and may be being construed as a 3-year
funding allocation. If this is the case, then the purpose and operation of MTBS need to be
explained more clearly.

Although there is good awareness of the performance indicators (Pls) that are used to assess
services, the feedback that people (below service manager level) receive on how their service is
doing against the Pls is patchy. Generally, Pls are viewed as limited in their usefulness in terms
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of reflecting user needs and assisting people to focus on important issues. If ‘what gets
measured gets done’ then Pls may be more of a distraction rather than a viable measure.

Determining strategies, objectives and budget proposals seems to be perceived as primarily a
‘top-down’ activity, especially service strategies and objectives. However, the responses do
indicate some move towards a more ‘bottom-up’ approach, particularly on budget proposals. It
may be that the ‘strategic style’ here varies according to department, service, work group etc.

In terms of senior management decision-making and leadership in the budgeting process, the
senior managers do not see themselves how others see them. Senior managers are generally
positive about their role on the range of aspects surveyed, whereas others in the organisation
tend to be neutral. People do not seem to be particularly inspired either way (positive or
negative).

Generally, councillors are not viewed positively in terms of their role in the budgeting process,
other than by senior managers who would tend to have the most contact with them. However,
these findings must viewed in context. Councillors are politicians who, by nature, would tend to
attract cynicism (regardless of political party). Overall, the findings suggest that most
respondents view councillors to be ‘out of touch’ with departmental issues.

In summary:
Consultation, communication & information dissemination

- internal — staff views differ radically from CMT. Staff perceive

0 consultation patchy, often weak. Relied heavily on informal channels.

budgeting as poorly related to departmental planning,
departments to be in competition for funds,
little cross-departmental working,
staff affected by budgets often not consulted during production,
budget managers often not consulted when budgets set,
Pl results seen as important, but not always disseminated downwards,
Staff do not feel consulted.
- external — limited. Plans more likely to reflect service user needs than budgets.

O O O0OO0OO0OO0o0Oo

Quality of information
- Lots of information, but over half thought the quality of the information to be poor.

Training
- staff felt inadequately trained in budgeting.

Views on resource allocation focus
- ‘no change’ or ‘crisis led’ view of budgeting practices dominant at lower levels
- little perception of contingency planning.

Resource use & MTBS
- little or no perception of any incentive to make savings or deliver below budget
- lack of understanding of MTBS — 3 year plan or 3 year funding allocation?

‘Strategic style’ & role of the centre
- inconsistent view across organisation. Is it ‘top down’ or ‘bottom up’? Which should it
be?
- Senior management viewed with indifference,
- Councillors viewed as distant and broadly incompetent on most measures.
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We recommend best practice in departmental budget setting should be documented at
the Corporate level and implemented in departments. This should include:
- meaningful and timely communication and consultation with those affected by
budgets
those responsible for managing budgets to be part of the budget construction
process
the integration of budgetary material into departmental plans
formal cross-departmental working on departmental and budget planning

We recommend KPI should be part of regular departmental briefings to staff. Individual
staff whose performance relates to particular KPI should be individually updated on a
regular and timely basis of changes in those KPI.

We recommend incentives to make savings and/or to deliver below budget, whilst
meeting top quartile KPI targets, to be agreed at corporate and departmental level and
included as part of the ‘Investing in people’ strategy.

We recommend that information provided to Councillors on this year's budget
proposals:

e Shall include information on how the 05/06 proposals differ from the actual out-
turn for 02/03, together with an explanation of growth and reduction items against
each item since that date

» Shall include information on comparative actual figures for the last 5 years
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