NORTHUMBRIA POLICE AUTHORITY



21 SEPTEMBER 2005

LEADERSHIP AND STRATEGIC MANAGEMENT

RESPONSE TO THE ODPM 2005 FORMULA GRANT CONSULTATION

REPORT OF THE TREASURER, CLERK AND CHIEF CONSTABLE

1. PURPOSE OF REPORT

1.1
To inform Members of proposed changes to the funding formula system and seek comments to enable a response to be submitted to ODPM and Home Office by the due deadline of 10 October 2005.

2 BACKGROUND

2.1 ODPM issued the consultation paper on proposed changes to the formula grant distribution system on 19 July 2005.  Chapter 8 of the consultation deals with the proposed changes to the funding of the Police Service.

2.2 The Police funding formula is the basis for distributing Home Office Police Grant (currently £4.6bn) to police authorities across England & Wales.  The principles behind the formula remain broadly accepted by the policing community, which had a large hand in developing it in 1994/95, and which has been actively involved in subsequent changes.

2.3 The current formula is a two stage approach.  The first stage is to divide funds between different components based on a definition of policing services derived from five ACPO ‘key areas’ from 1995:

· Call management:

· Crime management:

· Traffic management:

· Public order and reassurance: and

· Community relations.

A sixth component, patrol, was added in 1997/98.

2.4 There are also three additional components to the current formula:

· Sparsity

· Provision for dedicated Security Posts; and

· Police pensions

2.5 The second stage is to divide formula spending for services between police authorities using a ‘workload indicator’ established for each service.

2.6 The present formula is now 10 years old and is based on data from the early nineties.  The only major change since its introduction was in 2002 when the relative size of the weightings that divides money between the components was adjusted.

2.7 Although the current model is recognised as a reasonable measure of need to spend there are a recognised number of problems with it:

· It continues to use out of date data from the 1991 Census

· It does not include sources of data solely relating to the Police Service that have been collected recently

· It does not reflect the current framework of the Police Service as it uses the ACPO key areas from 1995

· It does not reflect the many changes in socio demographic factors (density and deprivation)

3.
PROPOSALS

3.1 The Police Allocation Formula Working Group have developed a range of options for change.  These are summarised in the following paragraphs and are expressed as changes to Formula Spending Shares (FSS).

3.2 The Home Office propose to transfer approximately £200m (2.3% of FSS) from general grant to a specific grant to fund dedicated security posts.  This proposal has not been exemplified in the consultation paper.

3.3 The first exemplification of the revised police formula (POL1) shows the effects of moving pensions from the current system.  From April 2006, police pensions funding arrangements will change.  Following the consultation earlier this year on new funding arrangements for police pensions, the government is proposing to topslice from FSS an amount to fund the net contribution the Home Office will make to top-up deficits or claw back surpluses on police authority pensions accounts.  The total used for the exemplification in the consultation is £90m, but this is not a forecast of the actual transfer for 2006/07 or 2007/08.  All further police exemplifications have no formula component for police pensions and are based against this recalculated 2005/06 FSS.  There are no specific consultation questions on this topic as there has previously been a full consultation.

3.4 The rest of the options consulted on for updating the full distribution formula are generally based around the full revised model produced by the Home Office through the working group.  This is based on 5 main components:

· Crime – broken down into up to 7 categories

· Incidents

· Traffic

· Fear of Crime

· Special Events

3.5 Northumbria is surprisingly the biggest loser under all options.  They are as follows:

POL2.  A full review using workload weighting for the 7 crime categories in line with the Police Performance Action Framework (PPAF).  The net loss to Police Authorities is £0.6m, but the range is +£25.6m to -£31.8m.  Exemplifications provided show Northumbria is the biggest loser at £31.8m under this option.

POL3.  As POL2, but 2 of the 7 categories (robbery and serious violence & sexual crime) are amalgamated.  The net gain to Police Authorities is £0.5m, but the range is +£25.1m to -£25.4m.  Once again Northumbria is the biggest loser under this option.

POL4.  A full review using the 7 crime categories, but using 6 variables (rather than the 15 and 16 for POL2 and POL3).  The net gain to Police Authorities is £0.9m, but the range is the widest of all the options with West Midlands gaining £48.7m and Northumbria at the opposite end of the scale with a loss of £37.8m.

POL5.  A partial review.  As for POL2 above, but the component form for ‘incidents’ left unchanged due to concerns about the quality of data.  The net gain to Police Authorities is £4.1m, but the range is +£24.7m to -£36.1m.

3.6 This consultation paper seeks views on:

· Which of the four options POL2, POL3, POL4, or POL5 is preferred?

· Do we agree that dedicated security funding should be switched from general to specific grant?

3.7 As outlined above, exemplifications of the options published at the same time as the consultation paper show that Northumbria are the biggest loser on all options, ranging from £25.4m (9.3% FSS and Police Grant) to £37.8m (13.8%), substantially more than would be expected from this updating exercise.

3.8 Any of these options, if implemented, will radically change the distribution of resources within the metropolitan family of authorities, as well as redistribute resources from an area with recognised high needs to less deprived areas.  Although it is anticipated that floors and ceilings will continue to operate to dampen changes, the Authority will move from a position well above the ceiling to below the floor in one year.  It is therefore difficult to see how any of the proposed options can be supported by the Authority.

4 PROPOSED RESPONSE

4.1 Given the potential significant negative impact on police funding in  Northumbria exemplified by all four options, a number of approaches are being utilised to challenge the proposals prior to the deadline for submission of formal responses to the consultation.

4.2 The Chairman has been invited by the Home Secretary to write setting out the Authority’s concerns.  This letter has been sent enclosing correspondence from the Treasurer requesting a meeting to discuss the logic supporting the proposals before responding to the consultation and highlighting a fundamental flaw in all options as discussed below.

4.3 Detailed analysis of the proposed criteria has been carried out by the Force Statistician and the following significant issues have been highlighted:

· The data used to predict Crime levels within the funding formula was collected at CDRP (Crime & Disorder Reduction Partnership) level.  However, a late decision was taken by ODPM to simplify the model and apply the CDRP-level formula at the Force level.  As well as being statistically flawed, Northumbria is penalised for having the greatest diversity of population density in the country.

· In the previous formula a weighting for density was included based on population, which it is felt was favourable to Northumbria at that time.  However, the density weighting in the proposed options is based on population as a proportion of area, and may account for some of the negative swing in funding.

· One of the crime categories is ‘other crime’.  This is split in the new version between high cost and low cost other crime.  It is felt that the model would be more favourable to Northumbria if deception / fraud was moved into low cost other crime from the high cost other crime component.
4.4 Given the ongoing correspondence with the Home Secretary and his officials, comments on this report and the proposed response are requested from members along with delegated authority to the Treasurer in consultation with the Clerk, Chief Constable and Chairman to submit a response to the consultation by 10 October 2005.

4.
EQUAL OPPORTUNITIES IMPLICATIONS
4.1
There are no equal opportunity implications directly arising from this report.

5
HUMAN RIGHTS IMPLICATIONS

5.1
There are no human rights implications directly arising from this report.

6
FINANCIAL IMPLICATIONS

6.1
Financial implications are as set out in the report.

7
RECOMMENDATION

7.1 The Authority is asked for:-

(i) Comments on the funding options and proposed response.

(ii) Delegated authority to be granted to the Treasurer in consultation with the Clerk, Chief Constable and Chairman to submit a response to the Consultation by 10 October 2005.

