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Important notice

This document has been prepared by Pri cewabeane Booughe Coope
Council acting on behalf of Hart District Council, New Forest District Council, Rushmoor Borough Council, Test
Vall ey Borough Council, Winchester CitaydthEdDinsti)t i ¢fisdl@art

Accordingly, the contents of this document are strictly private and confidential.

This paper contains information obtained or derived from a variety of sources as indicated within this
document. PwC has not sought to establish the reliability of those sources or verified the information so
provided. Accordingly no representation or warranty of any kind (whether express or implied) is given by PwC
to any person (except to the Council under the relevant terms of the Engagement) as to the accuracy or
completeness of the report. Moreover the report does not absolve any third party from conducting its own due
diligence in order to verify its contents. For the avoidance of doubt this Engagement is not an assurance
engagement and PwC is not providing assurance nor are the services beinggrformed in accordance with the
International Standard on Assurance Engagements 3000 (ISAE 3000).

PwC accepts no duty of care to any person (except to the Heart of Hampshire authorities) for the preparation of
this report. Accordingly, regardless of the form of action, whether in contract, tort or otherwise, and to the
extent permitted by applicable law, PwC accepts no liability of any kind and disclaims all responsibility for the
consequences of any person (other than the Heart of Hampshire authorities on the above basis) acting or
refraining to act in reliance on the briefing or for any decisions made or not made which are based upon such
report.

In the event that, pursuant to a request which the Heart of Hampshire authorities have received under the
Freedom of Information Act 2000 or the Environmental Information Regulations 2004 (as the same may be
amended or re-enacted from time to time) or any subordinate legislation made there under (collectively, the
fiLegislationo), t he Co gunedsogliscmseiany ipfor@ationrcantaihed in this report, i
will notify PwC promptly and will consult with PwC prior to disclosing such report. The Commissioning Council
agrees to pay due regard to any representations which PwC may make in connection ith such disclosure. If,
following consultation with PwC, the Council discloses this document or any part thereof, it shall ensure that
any disclaimer which PwC has included or may subsequently wish to include in the information is reproduced
in full in an y copies disclosed.
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Executive summary

Future of local government in the Heart of Hampshire

The Heart of Hampshire authorities commissioned this report to support development of local
devolution proposals to Government that could result in the delivery of better services, through
improved governance, for residents, by considering the options for the most effective and efficient form
of local government in the context of opportunities for devolution, combined authorities and
unitarisation.

Local government across Hampshire & the Isle of Wight is at risk of turning inwards as a result of discussion on
a devolution settlement for the H&IOW area breaking down. This has brought to the surface tensions which are
symptomatic of concerns about the longer term sustainability of public services and a desire to explore how
decision making can be brought as close to local communities as possible.

Achieving this is essential for enhancing local choice and a local voice in decision making so that services can
better reflect local needs and priorities. The parties involved in the previous Hampshire and the Isle of Wight
devolution prospectus have split into three groupings:

1 Hampshire County Council which has developed and consulted on its own options for unitary solutions;

9 Solent authorities who are primarily focussed on securing a combined authority as the first step on their
devolution journey; and ,

1 Heart of Hampshire auth orities who want to ensure their residents and businesses have the same
opportunity to benefit from devolution.

Purpose of this document

In this report we have provided an independent assessment ofthe options for changeacross the Heart of
Hampshire. The report offers views on proposals for a combined authority and enhanced arrangements
between existing authorities providing services in the Heart of Hampshire. The findings are based on our
discussions, stakeholder engagement and analysis up to the # November 20161

On devolution, our overriding message is that the Heart of Hampshire authorities, Solent authorities and
Hampshire County Council would be stronger working together and bringing together the best of their
respective preferred solutions for imp roving governance. Hampshire County Council has a critical role. It needs
to decide on its course of action while recognising that it alone cannot decide what is right for other principal
authorities.

There is no support among other principal authorities for the unitary options which Hampshire County Council

recently consulted on. Neither is there any desire to return to a pan-Hampshire & Isle of Wight Combined

Authority proposal developed specifically to respond to an accelerated Government timetable. Ham pshire

County Council 6s recent public consultation appears to
position. Instead, the Heart of Hampshire authorities are seeking to enhancetwo-tier working with Hampshire

County Council, including the establishment of a combined authority as the mechanism to enable devolved

powers, responsibility and funding from national to local bodies.

The Government has made clear that any future proposal will require a degree of local consensus and it is clear

that relationships need to focus on better serving residents and businessesBoth the Solent and Heart of
Hampshire authorities are supportive of each otheroés pr
Hampshire County Council as a valued andinfluential partner. If Hampshire County Council were to also

support proposals then there would be a united case to Government for devolved powers, responsibilities and
resourcesfrom national to local bodies that took advantage of, and respected, the differences within Hampshire

and the Isle of Wight.

10n 4 November Hampshire County Council published its response to the unitary options consultation. This has not been considered in
this document.
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The case for change

The district and county system of local government has inherent tensions that have been exacerbated by
increasing financial challenges in recent years. Conflicting priorities regarding the funding of services and the
needs ofthe samelocal people can create misalignment and inefficienc y in service design, decision making and
delivery.

All local authorities across Hampshire & the Isle of Wight are committed to the principle of subsidiar ity. Their
ambition is to achieve progressive devolution of power, control and resources from national to local bodies to
enable decision making to be as close to local communities as possible. Achieving this is essential for reforming
public services that benefit local residents and businesses.

Every authority recognises that the status quo is not a sustainable solution given that:

1 Future funding of local government will be increasingly dependent on economic performance, with a greater
emphasis on enabling economic growth.

1 There is an underlying pressure for local government to continue to find efficiency savings including through
creating greater economies of scale and an expectation to redesign and prioritise services to address local
need.

1 There are differential priorities requiring ways of working that achieve benefits of scale but respect local
requirements around individuals, communities and districts within Hampshire and the Isle of Wight .

There is aneed to enhance joint democratic accountability in the eyes of Government,through vehicles such as
a combined authority for the Heart of Hampshire and a Mayoral Combined Authority in the Solent in order to
take up the opportunity to secure devolution deals for the residents and businesses.The Heart of Hampshire
and the Solent authorities are collectively supportive of the establishment of the Solent Combined Authority
and the proposal to establish a Heart of Hampshire Combined Authority.

Key points from the analysis

Combined authority as a vehicle for change

Any local devolution proposal for Hampshire & the Isle of Wight needs to recognise the different requirements
across the area, and establish mechanisms that work to the advantage of all communities. The recommended
approach is for two combined authorities, one covering the Solent authorities and the other covering the Heart
of Hampshire. Hampshire County Council would uniquely be involved in both authorities and play a critical
role in each.

This would provide, in the Heart of Hampshire , a mechanism through which to kick start discussions on the
6r ecal i bdistact anadcounty waorking as a genuine partnership which delivers:

T Uni fied service delivery, with service users not need),]
responsible to get the service or support they need;
1 Stronger leadership for place shaping more closely aligned to the Travel to Work and Economic Functional
Areas operating in the area;
9 Effective accountability arrangements so that people know who is responsible for what decision, with close
engagement in designing the responsibilities of the combined authority to focus on where joint working adds
value;
T Potential for shared back and fr.ont office functions

The purpose of the combined author ity would therefore be to create avehicle from which to collaboratively
develop and implement a whole systems str ategic approach, to take on devolved powers and funding from
national bodies, and act as amechanism for effective strategic decision making and streamlined accountability
and joined up services.

As noted above and explored as part of a separate report, the Solenauthorities are seeking to establish a
combined authority as the first step to securing a devolution deal. The establishment of a combined authority
covering the Heart of Hampshire geography would complement the establishment of a Solent Combined
Authority. For Government this approach offers the prospect of a coherent solution acrossthe locality within
the minimum of disruption.
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The requirement for a Mayor would need to be tested as part of the negotiations around the establishment of a
combinedaut hority in the Heart of Hampshire ancdcentative hel p def
telephone survey as part of Serving Hampshire public consultation by Ham pshire County Council suggested

more support for Mayors leading a combined authority (37%) than opposition (27%), but the open consultation

also suggested more support for a singlecombined authority (38%) than for two combined authorities (18%).

Any development of a combined authority would require further public engagement and discussion around the
role and responsibility to inform proposals, including whether a Mayor was required or considered beneficial.

Enhanced two-tier working arrangements between principal authorities as the preferred
route

For the Heart of Hampshire authorities the goalis to start to secure devolved powers and resourcesThey
believe this would be best facilitated by enhanced two-tier working arrangements between Districts and County.
They also believe thata combined authority is the vehicle to facilitate th at change, while also providing the
mechanism for devolution of additional powers, responsibility and resources from national bodies . There is
agreement that the district and county status in Hampshire is legitimate and desirable but equally that there is
a desire to strengthen the relationship between authorities.

Department for Communities and Local Government (DCLG) have previously sought proposals on enhanced
two-tier wor king but there has been limited examples of pioneering pathfinders addressing the known
challenges. What would be different in this context would be the new mechanism of acombined authority , and
the potential for additional powers and responsibilities not just a reallocation between authorities.

The exact nature of the recalibration needs to be defined in due course, with all parties around the table, but
there is general consensus that it could involve further investigation of the following principles :

1 Enable greater influence over county decisions so that decisions better reflect the needs of communitiesand
are made as close to local communities as possible;

1 Readdress how some services are allocated between tiers where synergies and rationale for cooirtation

exists, e.g. pot holes, highways and street cleaning

Allow different levels of service depending on need and residentspriorities;

Build services to become more citizen-centric, and restructure services to fit around the person;

Practice and encourage mutual trust, respect, understanding and open communication across different

delivery partners to best enhance outcomes for the customer, and

1 Identify additional powers, responsibilities and resources to progressively transfer from national to jo int
local arrangements.

= =4 =

Heart of Hampshire authorities believe strongly that any enhanced working arrangements between the districts
and Hampshire County Council should not only focus on their own service delivery but also on relationship
between the wider public sector and other stakeholders. In many areas this will include local councils i parish,
town and community councils where the relationship (and these principles) have the potential to develop even
closer to local communities. In other services areas this might also mean developing services around GPs,
schools and families as a coherent integrated service between local government and other partners.

The future relationships should be built around an ability to enable decision making to be as close to local
communities as possible and to recognise that different areas need different solutions. It should also be flexible
enough to provide for more effective outcomes as a result of designing services around citizens and planning
and managing delivery at the appropriate scale as part of an integrated approach.

Two main options for enhanced two tier working were considered:

1. Increased collaboration at the Districtand Hampshire County Council level  through greater
influence by the Districts on the scope ofcounty services delivered locally and over the commissioning and
delivery models used. The Districts would have responsibility for ensuring services are delivered most
effectively to their communities, addressing needs and demands within the resource envelope available.

2. Joint commissioning between Hampshire County Council and  the District s under a new
virtual -unitary authority governance arrangement . This would involve a significant restructure of
existing governance arrangements through the creation of a County Federal Board to represent the interests
of eachdistrict in policy and decision making of county services.
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Further development of an enhanced model through one of these routes would be the preferred approach for
the Heart of Hampshire authorities . This would avoid the upheaval of unnecessary change, along with its
associated costs and disruption, and could translate into tangible benefits for local residents and businesses
more quickly.

The Heart of Hampshire authorities recognise such arrangements are most likely to be successful where all
parties co-operate fully on the basis of trust and respect, where partners can hold each other to accountand will
commit to deliver a cultural change in partners hip working. There is an urgent need to find a forum through
which the Districts and Hampshire County Council can develop a coherent proposal together rather than in
opposition.

Local government r e-organisation

Despite the recognition of the strengths of the district and county structure in Hampshire, it is acknowledged
that if local government arrangements were being established from a blank sheet of paper, it is unlikely the
result would be the current two -tier arrangement. For the Heart of Hampshire, the options for local
government reorganisation that were presented by Hampshire County Council are limited and did not provide
sufficient recognition of the local issues. Therefore this report was asked to look at additional options that could
provide the basis for change if it was not possible to enhance current arrangements. In making the case for
reorganisation the authorities would need to demonstrate the value for money and potential benefits.

Table 1Unitary authority options

Option Overview
I e
Six unitary This option would see the Heart of Hampshire districts become unitary authorities within their own
authorities existing boundaries but with Childrenbds Service
larger scale county wide basis.
Two unitary This option would create two unitary authori ties of Northern Hampshire and Mid Hampshire. Northern
authorities Hampshire would comprise Basingstoke and Deane Borough Council, Hart District Council and

Rushmoor Borough Council with a geographical area of 343 sqg. miles and a population of 363,100. Mid
Hampshire would comprise of New Forest District Council, Test Valley Borough Council and Winchester
City Council with a geographical area of 798 sq. miles and a population of 420,400.

One unitary This option would see the establishment of a single unitary authority for the Heart of Hampshire with a
authority geographical area of 1,141 sq. miles and a population of 783,500.

Proving value for money and cost of the transition

In order to evaluate the value for money case for each of theunitary authority options considered, we undertook
analysis against two quantitative tests. This included an assessment of the financial status quo of the authorities
that make up the Heart of Hampshire, including Hampshire County Council, as well as recalculated income and
expenditure accounts and the council tax harmonisation process for each unitary authority option.

Using the 2016/17 General Fund Revenue Account data, a baseline income and expenditure budget has been
calculated for each unitary option under consideration with Hampshire County Council income and

expenditure apportioned to each District counci | wher e necessary using a serie
income and expenditure accounts and the net surplus/deficit positions that have been calculated for each
unitary authority option provide an indicati on caufty each

services. Our financial analysis has been presented for the baseline year (2016/17) anéor 2021/22 both before
and after the savings and efficienciesassociatedwith re -organisation are taken into account. The 2021/22
positions were calculated based on budget book projections provided by theDistrict s and Hampshire County
Council. Three districts (Basingstoke and Deane, Test Valley and Winchester) returned budget book projections
in which a funding gap was anticipated.

Combining district authorities into unitary authorities will require the converg enceof council tax rates. We
have adoptedthe approach that the lowest rate inherited within the configuration should be increased at the
highest annual percentage increase available for a unitary authority and that all other rates should be increased
by the required percentages so that council tax rates are identical at the end of a specific convergence period
The table below presents the year five financial position of each unitary authority once the effects of re-
organisation and council tax harmonisation have been considered.
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The primary driv er for savings is through service transformation. There is also the possibility of generating
further income through council tax yields should this be sought.

Our analysis indicates that from year two onwards, all of the proposed unitary options could generate
additional council tax income following the harmonisation process.

Our analysis demonstrated that there could be significant financial benefits from unitary authorities.

Table 2 Surplus/deficits of options pre and post re organisation, transformation and council tax harmonisation

Surplus/deficit Surplus/deficit Surplus/deficit Surplus/deficit
2021/22  2021/22 assuming 2021/22 postre - 2021/22 postre -

(AdocC funding gap organisation organisation and
closed ( A6 0B CT harmonisation
(A600® (A6O0DO

Six unitary option

Basingstoke and Deane (1,693) 3,235 9,948 11,143
Hart 12,487 12,487 14,011 14,395
New Forest (2,612) (2,612) 5,510 5,991
Rushmoor (348) (348) 2,186 2,699

Test Valley (4,148) (1,374) 3,001 3,921
Winchester 10,116 11,788 16,030 17,101
Two unitary option

Northern Hampshire 10,447 15,375 31,671 32,633

Mid Hampshire 3,355 7,801 30,335 32,149

Single unitary option
Heart of Hampshire 13,802 23,176 64,769 66,541

*Presents position assuming initial District Council funding gaps are closed. Budget book projections showed funding
gaps in 2021/22 for Basingstoke and Deane, Test Valley and Winchester Districts Council only.

Ensuring strong and accountable local leadership and governance

The second set of criteria for examining the unitary authority options focuses on their ability to ensure strong
and accountable local leadership and governance.

One of the challenges of thedistrict and county local government arrangement is the multiple points of
accountability, which can result in residents, businesses, public sector partners and sometimes even staff being
unsure which authority is responsible for a particular issue. Under unitary authority a rrangements, the local
authority is responsible and accountable for all of the local government services that are provided in that
community.

However, a new unitary authority must not be too large that it is unresponsive or unrepresentative to the needs
of the communities it serves(which is one criticism widely made about county councils). It could be argued that
in larger unitary authorities, the Cabinet members who make the day to day decision about services are making
decisions on behalf of a larger pgoulation, albeit the role of full Council is to set the strategic framework for
which those decisions are made.

The number of Members across the Heart of Hampshire area and Electorate per Member would vary depending
on the number of unitary authorities. Democratic representation will be influenced by the Boundary

Commi ssi onds r evi-determinimgithewutcorhemiuatrevigw, ieis difficult to find a differentiator
between the options on democratic representation by ward or electorate. There ae examples from other
recently established unitary authorities of enhanced representation of local communities through Area Boards
as an example, as well as enhancing the role of town and parish councils and engagement of citizens through
digital technology. A summary of the strengths and weaknesses of each of the Heart of Hampshire unitary
authority options is summarised in the table below.
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Table 3 Summary of Local Leadership assessment

Summary of Local Leadership assessment

Six unitary Members in smaller authorities can arguably be closer to local communities.
authorities Direct lines of accountability could be more achievable than with larger unitary authoritie s.

Two unitary Arguably the most coherent balance regading accountability, without risk of becoming too remote like
authorities with 1 unitary authority .
An opportunity to establish enhanced community representation through arrangements like Area Boards.

One unitary Larger unitary authoritie s might risk getting disconnected from communities they serve (but there are
authority ways to mitigate this).
Community representation can be established through enhanced governance arrangements such as Area
Boards.

Delivering better public services

Local government in the Heart of Hampshire has been successful in finding efficiencies and adapting to a new
reality of lower central government funding. While this has not been easy there is less of a burning platform in
the relatively successful communities of the Heart of Hampshire to find radical efficiencies than there is in the
rest of Hampshire and the Isle of Wight. Instead, the driver for change in the Heart of Hampshire is to achieve a
devolution deal which facilitates improved productivity and a realisation of the potenti al growth of Hampshire
and the Isle of Wight, while protecting the competitive advantages that come from its natural environment and
attractive communities. That is why the Heart of Hampshire authorities are considering options now that will
impact on their future over the next twenty to thirty years.

There are also opportunities to address the multiple points of accountability, dispersed customer insight and
duplicated support costs associated with district and county structure which could lead to more effective and
efficient delivery of services across the area. Our assessment of whether options wouldieliver better public
considered six sub-criteria, based on our work about the future role of public bodies, covering scale, citizen
centricity, connected government, empowered authorities, delivering the promise and ability to innovate .

Across the subcriteria our overall assessment suggests that a twounitary authority solution would be strongest.
It is the only option where the unitary authoritie s sit wit hin the DCLG recommended range for population size.
It is most likely to be able to apply the lessons from trying to join up services around the local citizen. It is less
strong on building on existing programmes and structures but benefits from consolidat ion of teams, potential
to engage those responsible in service design from the outset and ability to establish a shared desire and
ambition.

A single unitary authority also scores relatively strongly across the criteria. It scores more strongly than the wo
unitary authority solution regarding the ability to deliver empowered authorities and the opportunities for
transformation, mainly because it provides a single vision and agenda for change. However, population growth
means that the authority would be larger than the recommended DCLG range by 2032, and the size and
uniformity required in one unitary authority could limit innovation.

Six unitary authorities is assessed to be more likely tostimulate different thinking , both because of the creative
disruption caused by a move to unitary government and because of the increased number of authorities resulting
and testing different approaches. However, this option is unlikely to offer the scale of population and connected
government to support and sustain devolution opportunities which can be provided by the other unitary
authority options.

Private and Confidential 10



Future of local government in the Heart of Hampshire Final

Key conclusions  and s ecuring a devolution deal

Following consideration of the options outlined in this report , the Heart of Hampshire authorities agree
that, the first steps toward a mechanism for achieving a devolution settlement that could result in the
delivery of better services, through improved governance, for residents, w ould be:

i Establishing a combined authority covering the Heart of Hampshire geography which complements
the establishment of a combined authority in Solent;

1 Active Hampshire County Council engagement and participation in the combined authority
arrangements t o reflect the diversity of Hampshir e and the Isle of Wight and maximise the potential
for local communities to benefit from devolution ; and

T Joint working to realise significant benefits f
delivery where the user does not need to know which authority is responsible

The analysis within this report sup ports the following conclusions:

i.  The current district and county relationship needs to be recalibrated to better reflect the aspirations and
ambitions of the Heart of Hampshire authorities surrounding delivery of better services for their residents .
This is unlikely to be achieved through maintaining the status quo (as it stands);

ii. The prospects for devolution to the Heart of Hampshire are limited without changes to the status quo. The
egablishment of a combined authority supported by enhanced two-tier working arrangements would
provide a mechanism to addresscurrent challenges around dispersed and disconnected services

iii. While a combined authority with enhanced two-tier working is the pre ferred option for the Heart of
Hampshire, if this cannot be agreed locally and the only route to establishing such as mechanism wadocal
government reorganisation then preferred option would be to establish two unitary authorities . A
Northern and a Mid H ampshire Unitary covering the area administered by the District councils in the
Heart of Hampshire would be most aligned to the DCLG tests (value for money, including transition costs
and efficiency savings; strong local leadership; and better public services).

iv. Enhancedtwo-tier working arrangements between all principal authorities, and with local councils ,
utilising a combined authority , for Heart of Hampshire would be an attractive outcome . It would allow the
authorities to seek devolved responsibilities for local government without the delays, cost and instability
often associated with large scale reorganisation.This would also provide a strong foundation for joint
working and accountability to improve the design and delivery of services for residents, and provide strong
strategic leadership for the Heart of Hampshire .

v. Achieving a commitment to joint working and genuine partnership to unify service delivery could help to
release significant financial benefits for all authorities and avoid the costs assodated with transition to
unitary structures, which no authority is keen on p ursuing at this point in time.

On the basis of this analysis the Heart of Hampshire authorities are united in seeking a combined authority
arrangement while retaining existing pri ncipal councils and focussing on enhanced working arrangements,as
the mechanism for devolved powers, responsibility and resources from national to local bodies. A unitary
solution would only be considered if this was deemed essentialto unlock devolution or in response to
alternative proposals. If pressed the authorities could recommend assessment of atwo-unitary option covering
central and north Hampshire.

As it appears unlikely that the status quo would find favour with Government in relation to local devolution
proposals, the preferred option is to develop the case based on enhanced twaier arrangements and a
combined authority . This has the attraction of complementing the proposals in the Solent, providing a coherent
solution across Hampshire and the Isle of Wight and avoiding the need for re-organisation. It would require all
authorities to seek to work in new ways and potentially offers Government a pioneering solution for other two
tier areas. Taken together these proposals would still provide a model for the whole of the county area, as
required in previous calls for two -tier pathfinders, but would utilise the new legislation for combined
authorities resulting in two authorities each with their own specific focus. The Local Economic Partnerships in
and around Hampshire and the Isle of Wight set a precedent for this type of arrangement which would be
enhanced through the combined authorities.
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Table 4 Main options for local governance changes in the Heart of Hampshire

Option Key features ‘
Heart qf Hgmpshire Combined 1 Establishes a mechanism fordevolution discussions with Government
Authority with enhanced two - 1 Facilitates enhancedtwo-tier working through the combined authority
tier working between all 1 Maintains all existing authorities
principal authorities 1 Can flex according to locally agreed priorities
Heart qf Ha_mpshire Comt_)ined 9 Establishes a mechanism fordevolution discussions with Government
AUthOf_lt_y with two unitary 1 Disruption to all authorities resulting from abolition and creation of new bodies
authorities 1 Creates dependency with Solentauthorities in relation to future H ampshire
County Council role

Status Quo 1 Provides no stimulus for devolution discussion

1 Provides no stimulus for changes to joint working

1 If Solent Combined Authority progresses this option may result in H ampshire

County Council focusing more on outside of the Heart of Hampshire as it
responds to new arrangements.

Overall ¢ onclusion

The purpose of this report was to support development of local devolution proposals to Government that
could result in the delivery of better services, through improved governance, for residents, by
considering the options for the most effective and efficient form of local government in the context of
opportu nities for devolution, combined authorities and unitarisation.

The resulting preferred option of the Heart of Hampshire authorities is to seek enhanced working with
Hampshire County Council and agreement to establish acombined authority . Therefore, any devolution
proposal requires first an agreement to work with Hampshire County Council on a mutually acceptable basis for
developing a proposal that could result in the Heart of Hampshire being a pioneering model of enhanced two
tier working with a combined authority as the mechanism for progressively devolving powers, responsibility
and resources from national bodies.

Over the next two months there wildl be |l ess uncertainty
opportunity for the principal authorit ies within the Heart of Hampshire to agree a way forward on local
government structures that support devolution proposals.

We recommend that the Heart of Hampshire seek to engage withHampshire County Council and make time for
facilitated discussions on how their respective proposals and the potential to reach an agreed position.
However, should there be no prospect of an agreed position by early 2017, the Heart of Hampshire authorities
may wish to consider resolving whether or not an application for a combined authority should be worked up
without Hampshire County Council involvement, recognising the potential further damage this could do to
working relationships.
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1. Introduction

1.1. Purpose of this report

I n response to Hampshi r e pr@osalsforjocaldovernment Fedrganisatian,ltteesie r a |
district councils in the Heart of Hampshire (Basingstoke & Deane Borough Council, Hart District Council, New
Forest District Council, Rushmoor Borough Council, Test Valley Borough Council and Winchester City Council)
have commissioned PwC to provide independent advice and analysis in relation tothe options for the most

effective and efficient form of local government i in the context of opportunities for devolution, combined
authorities and unitar y authorities T that deliver better public services, stronger and accountable local

leadership and value for money. A copy of the brief is attached atAppendix B.

In the short term, t his is needed to support the Heart of Hampshire authorities to progresstheir devolution
proposals to Government following the collapse of the Hampshire and Isle of Wight devolution deal in February
2016 and subsequentfragmentation into three parties:

1 Hampshire County Council which has developed and consulted on its ownoptions for unitary authority
solutions;

9 Solent authorities 2 are primarily focussed on establishing a Solent Combined Authority as the first step on
their devolution journey; and

1 Heart of Hampshire authorities who want to ensure their residents and businesses have the same
opportunity to benefit from devolution , in relation to greater local democratic control over services currently
controlled by White hall and increased resources for infrastructure investment.

In Ilight of Hampshire County Council 6s itpsrighpfatheaHeart f or | o
of Hampshire authorities to consider alternatives. This report aims to provide a rob ust consideration of options

for change within the Heart of Hampshire. It also considers the potential to enhance the many strengths of

existing structures through enhancedworking between authorities using mechanisms that would allow for

initial devolutio n of powers and resources.

1.2. Hampshire and the Isle of Wight

Hampshire and the Isle of Wight are traditional
ceremonial counties, covering 4,168 km
squared? (1,609.5 square miles) and bordering
Dorset and Wiltshire to the West, Berkshire to
the North and Surrey and West Sussex to the
East. In the South sit the cities of Southampton
and Portsmouth with the Solent separating the
mainland from the Isle of Wight , which is the
largest island in England.

8

2The 6Solentd authorities are the three Unitary Authorit iCeyCouncil | sl e ¢
plus the six Districts of East Hampshire District Council, Eastleigh Borough Council, Fareham Borough Council, Gosport Borough Council,

and Havant Borough Council.

3 Area of 416,879 hectares or 1609.5 square milettps://www.iwight.com/azservices/d ocuments/2552-Isle-of-Wight-Demographic-and-
Population-2014-15-Final.pdf , http://www3.hants.gov.uk/abouthnt.html , https://www.portsmouth.gov.uk/ext/the -council/policies -and-

strategies/city -of-portsmou th-geographical-area.aspx, http://www3.hants.gov.uk/planning/factsandfigures/key -facts/kf -

southampton.htm
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Population overview

The total population of Hampshire and the Isle of Wight is approaching nearly two million , predominately
based within urban areas (82%), of which there are five major urban areas; Portsmouth, Southampton,
Basingstoke, Farnborough and Aldershot4.

Populations of the individual authorities range from 84,672 in Gosport to 249,537 5in Southampton, with an
average of 139,552 per local authority. However, 85% of Hampshire county landmass is defined as rural and
over athirdofthecount yés area is within National Paf.ks or Areas

Socioeconomic overview

The economic coherence of local government is an issue that has come up repeatedly in stakeholder
consultations throughout Hampshire and the Isle of Wi ght. It is therefore worth discussing the economic
baseline. In 2013 Hampshire County Council reported on the overall competitiveness of the Hampshire
Economic Area, in their Hampshire Economic Assessment? using the UK Competitiveness Index (UKCI)8. The
UKCI uses economic factors such as GVA per capita, unemployment rates, productivity and full time weekly
median pay. This report highlighted that the performance of Hampshire and Isle of Wight is similar when
compared with the rest of the UK on most economic indicators, however there are significant variances.

1 Gross Value Added : Gross Value Addedper head generally declines from the North to South across the
Hampshire and Isle of Wight NUTS 2 statistical region. This is reflected in the most recent Gross Value
Added per headfigures in 2014, where North and Central (New Forest?) Hampshire are 121.7 and 112.7
against a UK base of 100 and Portsmouth, Southampton, South Hampshire, and the Isle of Wight are 104.5,
95.8, 93.7 and 70.2 respectively. The South East average is 109.7.

1 Employment: Unemployment rates are highest in Portsmouth, Southampton, Isle of Wight and Havant
with more than 5% unemployed.*Unemployment rates are lowest in Winchester, Test Valley and Hart with
less than 3% unemployed. The North and South Hampshire divide is also reflected in theresidential gross
weekly median pay, where Isle of Wight has median weekly pay of £479 against tle highest reported in Hart
of £70812

1 Education: Educational attainment indicators within the UKCI, show Gosport, Portsmouth and
Southampton having less than 86% with NVQ 1 and above. This is lower than the 94% and above reported in
Test Valley, Hart and Fareham.

1 Health : Hampshire and the Isle of Wight is one of 44 geographical footprints in England which are
currently developing a Sustainability and Transformation Plan (STP)to identify priorities needed to achieve
sustainable National Health Service (NHS) services as part of the Five Year Forward View. The aim of the
plan is to enable local health and social care partners to work at scale to realise solutions that can transform
the health and well-being of their populations. For the Hampshire and the Isle of Wight STP this means
closing an expected gap of £540m- £610m by 2020/21 i a shortfall of £305 per person. While the plan is
still in development there is recognitonof 6 unwar ranted variation across Hamp:
Wi ght 6.

In summary, it is clear that Hampshire and Isle of Wight is a very large diverse areaand economy, with a
population with variations in demographics and health, educational attainment and employment.

More detail on both population and socioeconomic characteristics is considered in greater detail in section 1.3
and 1.4 below.

4 https://www.ons.gov.uk/methodology/geography/geographicalproducts/ruralurbanclassifications/2011ruralurbanclassification

5 Office for National Statistics i Population Estimates for UK, England and Wales, Scotland and Northern Ireland i Mid 2015

6 http://www3.hants.gov.uk/factsandfigures/keyfactsandfigures/factsabouthampshire.htm

7 An update of the economic areas for the Hampshire Economic Area and i functional geography, Hampshire County Council, June 2013.
8 http://documents.hants.gov.uk/Economy/ThemelOverallCompetitiveness.pdf

9 As referred to in Hampshire Economic Assessment, Hampshire County Council, 2011.

10 https://www.ons.gov.uk/economy/grossvalueaddedgva/datasets/regionalgrossvalueaddedincomeapproach

11 Annual Population Survey model based estimates of unemployment, 2016, www.nomis.co.uk

12 Annual Survey of Hours and Earnings, 2015, www.nomis.co.uk
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1.3. Heart of Hampshire

The Heart of Hampshire, representing the districts of Basingstoke and Deane Borough Council, Hart District
Council, New Forest District Council, Rushmoor Borough Council, Test Valley Borough Council and Winchester
City Council covers an area of 2954 km sq (1,141sq mile) and has a population of 783,54113, representing
approximately 40% of the total Hampshire and Isle of Wight population.

Map 1Heart of Hampshire Districts

Legend

Winchester CC
Test Valley BC

Rushmoor BC

New Forest DC

HartDC

Basingstoke and

Deane BC
Table 5: Heart of Hampshire authorities 1 key facts
Authority Snapshot Area (km?) Population
Winchester CC Similar age profile to national average 661 120,696
Test Valley BC Lower population increase than average 628 120,712
Rushmoor BC Younger age profile than average 39 95,342
New Forest DC Older population, low wages 777 179,023
Hart DC Least deprived district nationally 215 93,912
Basingstoke & Deane BC High growth area with aging population 634 173,856

There is a large ppulation variation between districts, although none is currently above the indicative
minimum size for a unitary authority suggested by DCLG of 300,000 residents.New Forest, with a 2015
population of 179023, is the largest of thesix districts ; 1.9times the size of the smallestdistrict , Hart
which has a population of 93,912. Basingstoke and Deaneis expected toexperience the largest population
growth (in percentage terms) over the period to 2032, during which its population is projected to increase
by 14% from 173,856t0 198,100.14 Hart is expected toexperience the smallest growth over the same period
with its population increasing by 6%. Population data for 203 215is shown for illustrative purpos es andis

13 Office for National Statistics i Population Estimates for UK, England and Wales, Scotland and Northern Ireland i Mid 2015.
142032: ONS Subnational Population Projections for Local Authorities (published May 2016)

https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/dataset s/localauthoritiesineng|
andtable2
BBasingstoke and Deaned6s adopted | ocal plan includes provlingsbvern f or

the local plan period (2011-2029). Population projections produced as part of the | ocal plan process, suggest an increase of almost 30,000
people by 2029, which is an increase of 18% since 2011.
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based on past trends The net financial impact of these population changes have not been analysed as part
of this report 16,

Graph 1Population within 2015 and projections of population by 2032 (based on past trends)

Total Population 2015 & Total Population 2032

Winchester CC 134,700

Test Valley DC 120,712 132,400

Rushmoor BC 95,342 | 101,000
New Forest DC 198,800
Hart DC 99,700
B&D BC . 173,856 . . R 198,100
) 40,000 80,000 120,000 160,000 200,000

New Forest has the lowest proportion of working age adults (18-64) with 54% and the highest proportion of
individuals 65 and over (28%). I n contrast, those 65 an
whilst its working age population is the largest, in percentage terms of the six districts, making up 64% of its

total population.

Graph 2 Population composition in 2015

Population Composition - 2015

Winchester CC 25,316 70,604 24,776
Test Valley DC 25,317 70,132 25,263
Rushmoor BC 21,236 60,896 13,210

New Forest DC 32,756 96,812 49,455
Hart DC 21,179 54,962 17,771
B&D BC 39,139 106,064 28,653

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Population U18  mPopulation 18-64 Population 65+

1.4. Local Economies

The Hampshire Economic Area (HEA) covers the whole county geography and includes theunitary authorities
of Portsmouth and Southampton (excluding the Isle of Wight). As a whole the HEA performs better than the
national average on a productivity basis, as measured by Gross Value Added per Full Time Equivalent (FTE),
but worse than the regional average”. These figures are displayed below.

Table 6: GVA per FTE

GVA per Full Time Equivalent (FTE)

Hampshire Economic Area £45,300
Regional average £48,100
National Average £53,400

16 This is because there are no longterm (past 2021) budget projections for the local authorities in Heart of Hampshire, and
this, coupled with an unknown future of the local government finance system means that any modelling would be of limited
value as it would be reliant on too many overlaid assumptions.

17 An update of the economic areas for the Hampshire Economic Area and its functional geogrgphy, Hampshire County
Council, June 2013.
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According to the Hampshire Economic Assessment, there is a clear difference between the better performing
north and central (New Forest) parts of Hampshire, compared to the southern parts, as reflected in the
overview analysis on pagel6.

Across Hampshire & the Isle of Wight there are two Local Enterprise Partnerships (LEPs) i Enterprise M3 and
Solenti both with the same ambition of fostering growth, but with different emphases reflecting the diversity
of the areas they seek to support

1 Enterprise M3 incl udes seven of the Hampshire districtsi all of the Heart of Hampshire plus East
Hampshire District Council in addition to sevenfurther authorities within Surrey.

1 Solent LEP includesall of the Solent authorities plus parts of New Forest District Council, Test Valley
Borough Council and Winchester City Council .

The competitiveness of the northern areas highlights that the Heart of Hampshire districts are within the
Enterprise M3 LEP (noting that parts of Test Valley and Winchester are in the Solent LEP and part of East
Hampshire is within the Enterprise M3 LEP) which is in the top 20% nationally, while the Solent LEP has two
of the least competitive districts in the UK (Gosport and Isle of Wight are in the lowest 20% nationally).

Travel to Work Areas

Economic flows overlap local authority boundaries whichme ans t hat the o6functional ec
(FEMAS) over which the local economy and its key markets operatewill not necessarily adhere to

administrative boundaries. The most widely accepted approach to identifying FEMAs is by reference to Travel

to Work Areas (TTWAS) which have been declining in number over time from 308 in 1991 to 228 in 20118 as

community distances increase. TTWAs are defined to approximate self-contained local labour market areas,

where the majority of an @suaw7%) andewhdredthe majorityw of the&cwWorkforcee wo r k
live, with the prime areas in Hampshire and the Isle of Wight being Andover, Basingstoke, Southampton,

Portsmouth and the Isle of Wight . Southampton and Portsmouth are both Key Cities in the UK, playing a
significant regdn@econome. UKOsPwCds Good Growth for Citie
Portsmouth were rated as 5" and 11" respectively, out of 42 UK city travel to work areas analysed, and have

been rising through the ranks since 2011.

As a result, there are potentially greater economic similarities between districts within the Enterprise M3 LEP
than the districts within the Solent LEP which organise around three labour markets. Districts within
Enterprise M3 share a TTWA and FEMAs with non -Hampshire districts in Enterprise M3 and perform higher
on the UK Competitiveness Index (UKCI) than Solent. The reason for this is largely due to the geographical
proximity of th ese areas to Berkshire Surrey, London and Dorset and the urban areas therein where economic
performance is greater than that of Hampshire .

Table 7 Travel to Work Areas (2011)

% of employed residents % of local jobs taken by Number of economically

who work locally local residents active residents (aged 16+)
Andover 67.4 70.5 44,548
Basingstoke 66.7 66.7 133,662
Guildford & Aldershot 70.4 72.5 347,333
Isle of Wight 92.3 96.3 64,665
Portsmouth 80.9 85.0 281,594
Southampton 83.5 82.5 353,704

L&http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/commutingtoworkchanges
totraveltoworkareas/2001t02011
19Key Cities Group
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1.5. Local government in Hampshire and the Isle of Wight

The historic, ceremonial and current administrative boundaries of Hampshire all represent different
geographies and reflect the changing boundaries of local government in the UK which are never static.

Map 2 Hampshire & Isle of Wight boundaries

Current authorities Ceremonial County

11* Rushmoor

114 114 Eastleigh

115 115 Southampton
116 116 Fareham 7
117 117 Havant '

RERED1 historical
Hampshire

BB BLACKT
Ceremonial Hampshire

VVEILDTIRSIINT

Wiltshire Basingstoke

and Deane

Basingstoke

&

Aldershot

South
Winchester Downs
National Par

Eastisigh ]

Southampton £
Waterlooville
areham

Whilst Hampshire has a recorded history dating back to Anglo-Saxon times, its administrative boundary has
changed over time. For examplethe city of P o r t s madminist@tive boundary wasextended in the early
20th century, and in 1974, with Southampton, became a second tier of local government under Hampshire
County Council. In 1997, Portsmouth and Southampton once again became administratively independent of
Hampshire County Council with the creation of the unitary authorities under the 1992 Local Gove rnment Act.

The Isle of Wight was one of the first unitary authorities created under the enabling legislation in the Local
Government Act 1992 and was established in 1995 following abolition of the county council and two borough
councils as well as the rde of Governor. It was part of Hampshire until 1890 and shared a Lord Lieutenant until
1974.

Table 8 Outlining typical differences in local government arrangements and service provision across Hampshire  and the
Isle of Wight and the UK.

County Councils District Councils Unitary Town & Parish Councils
Councils
Hampshire County 1 Basingstoke & Deane Borough Council | § Portsmouth 1 245 (269 including Isle of
Council {| East Hampshire District Council City Council Wightos) pari
1 Eastleigh Borough Council 1 Southampton | § 16 (24 including Isle of
1 Fareham Borough Council City Council Wi ghtdos) town
1 Gosport Borough Council 1 Isle of Wight
1 Hart District Council Council
1 Havant Borough Council
1 New Forest District Council
1 Rushmoor Borough Council
1 Test Valley Borough Council
1 Winchester City Council
27 county councils 201 District Councils 56 unitary Around 10,000 town and
in UK authorities parish councils
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Political representation

Heart of Hampshire has 127 wards2° within its districts which are represented by 285 District Council
members?L, Hampshire County Council, which also coversthe geographical areawithin Solent not administered
by existing unitary authorities , has 78 council members, of which 45 represent tre Heart of Hampshire area.

Table 9 Members and representation in the Heart of Hampshire 22

Authority Council Members Electors Electorate per Member
Winchester CC 45 86,974 1,933
Test Valley BC 48 92,574 1,929
Rushmoor BC 39 64,094 1,643
New Forest DC 60 139,338 2,322
Hart DC 33 68,824 2,086
Basingstoke & Deane BC 60 127,847 2,131
Hampshire County Council 78 of which 45 cover the 579,651 Heart of 12,881 Heart of Hampshire
Heart of Hampshire Hampshire

Across Hampshire and the Isle of Wight, there are an estimated 8,297 local authority officers working within
the six districts and proportional share of the County staff , assuming that County staff are distributed by
population . Local government acrossHampshire and the Isle of Wight has a net expenditure of £607.8m per
annum (gross expenditure over £1bn).

1.6. The future of local government

Local government is never static. Roles, functions and structures are constantly evolving as the right form for
council functions changeaccording to the priorities of the time , which more recently has been on driving
efficiency. Local author ities have sought to improve outcomes for citizens primarily by managing the delivery of
servicesin their local areas. The ability to support vulnerable people, help children and young people reach their
potential, grow local economies and keep communities safe has been severely challenged by their financial
position, resulting in aloosening of their control on certain aspects of public life and a shift of attention away
from systeminputs and processes towards outcomes?3.

As a result of these challenges, lhe past five years have seen a period of unprecedented change for local
authorities. Responding to significant budget cuts, local governm ent is now one of the most efficient parts of
the public sedor having adapted to budget reductions of 40% since 2010.

As local government has responded to a prolonged period of aisterity individual councils have pursued
efficiencies in how they operate but are now asking morefundamental questions about their role and purpose,
and in particular, their role in facilitating economic growth.

This can be seen in recent years with the creaton of new governance structures focused on economic growth
and based on functional economic areas, such as Local Enterprise Partnerships anccombined authorities;
incentivising deals and initiatives from government such as City Deals, Growth Deals, Enterprise Zones; and
policy changes such as the presumption in favour of sustainable development and proposals for business
rate retention to replace Revenue Support Grant. The stated intention of the previous Chancellor was for
local areas to raise locally the money that they spent on local services.

20 https://democracy.basingstoke.gov.uk/mgMemberindex.aspx?bcr=1 ; http://www.hart.gov.uk/wards -polling -stations;
http://www.rushmoor.gov.uk/councillors ; http://www.winchester.gov.uk/about/ward -map/;
http://iwww.testvalley.gov.uk/resident/communityandleisure/workingwithcommunities/mylocalarea/ ;
https://democracy.newforest.gov.uk/mgMemberindex.aspx?FN=WARD&VW=LIST&PIC=0
21nttps://democracy.basingstoke.gov.uk/mgMemberindex.aspx?bcr=1 ; http://www.hart.gov.uk/councillors  ;
http://www.hart.gov.uk/councillors ; http://www.rushmoor.gov.u k/councillors ; http://www.winchester.gov.uk/meetings/councillors ;
http://testvalley.cmis.uk.com/tes tvalleypublic/ElectedRepresentatives.aspx;
https://democracy.newforest.gov.uk/mgMemberindex.aspx?bcr=1 ; http://ww w3.hants.gov.uk/yourcountycouncillors.htm

22 itps://www.lgbce.org.uk/records -and-resources/local-authorities -in-england

23pwC, 2016, Beyond Control, Local government in the ageof participati on http :// pwc.blogs.com/ publicsectormatter s/20 16/ 03/b eyond-
council-contr ol-harnessing-the-power-of-participati on.html
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At the same time, changing demographics and a growing population are increasing pressures on council
services. The challengeis particularly acute in social care where responsible author ities can spend as much as
70-80 per cent of their budget. Councilsface steeply rising demand with around one-in-five of their residents
aged over 65, while mental health is the leading cause of workplace sickness in the UK and dementia is
estimated to cost the UK £26.3bn. This is an area of shared responsibility with the NHS, which is also facing
the need to find unprecedented efficiencies as it seeks to implement a sustainable slution over the next five
years. Within Hampshire and the Isle of Wight there is a forecasted budget shortfall of £550m to £610m by
2020/21 in health services alone.

For other councils, the outlook is different and they are exploring what they want to achieve, assessing
everything they do and fostering new ideas, innovation and thinking about how they deliver outcomes 24,

Local authorities are also increasingly working across organisational boundaries, with greater sharing between
councils of both management and delivery functions that blur the boundaries of the traditional organisation.
This has been driven in part by the need to deliver savings butalso by a desire to shift more resources into
frontline delivery by sharing management and support functions.

Examples of the key shared service arrangemens currently existing within Hampshire are outlined in Section
1.8 (table 12).

Shared working arrangements also exist between the councils and other public sector organisations. For
example, these ae two way shared services for Trees, HR, Payroll and Health and Safety with the New Forest
National Park Authority, Internal Audit Services provided by New Forest across the county border to
Christchurch and East Dorset Councils in Dorset, and the management and operation of the National Coastal
Monitoring Service by New Forest on behalf of Defra and all coastal regions in the UK.

1.7. The devolution  opportunity

The devolution of funding and powers from centr al government to local governm ent has continued to be a
priority during 2016 with several announcements of devolution deals and combined authorities made in
2015/16. At the Conservative Party Conference 2d-5th October 2016, Phillip Hammond, Chancellor of the
Exchequer, voiced his support for continuing with a programme of regional devolution deals and that tackling
regional differences will be a key driver for the forthcoming industrial strategy. Additionally he commented

t h awe hafle passed a tipping point in devolution in this country. A decisive and irreversible shift in
economic and political power 0 .

Devolution from government to combined authorities present s opportunities to rebalance the economy
through greater investment, reform of public services, enhanceal public engagement and accountability for the
delivery of local services, and improved local outcomes by putting service providers closer to the end service
user. During 2015, Hampshire and the Isle of Wight responded to the initial call for proposals by working
together to create a panregional solution at pace. Once that arrangement failed to progress the authorities
involved have taken different paths to considering the devolution opportunity.

Generally, local authorities recognisethat they have to be able to influ ence and co-ordinate strategy,
investment and delivery of services acrossa much broader range of public sector organisations. Courcil
leadership has shifted from being about directing delivery, to providi ng the place leadership for amore
inclusive and collaborative arr angement that works not just for the wider public sedor but which also engages
and empowers leading firms, knowl edgeinstitut es and engagescitizens?s. A whole system approach is needed
with partners acrossa place establishing a shared vision for the outcomes they want to achieve, and keeping a
firm focus on the impact they can deliver by working collaboratively. Taking such an approach offers the
potential to deliver better for lessby reducing costs and demand and moving towards a goal of fiscal neutr ality.

Combined author ities are being established as the vehicle from which to develop and implement thiswhole
systems strategic approach collaboratively, to take on devolved powers and funding, and be the mechanism for
effective strategic decision making and streamlin ed accountability and joined up services. To date there have
been seven combined author ities established, each with different devolution deals and governance

24pwC, 2016, Beyond Control, Local government in the ageof participati on http :// pwc.blogs.com/ publicsectormatter s/20 16/ 03/b eyond-
council-contr ol-harnessing-the-power-of-participati on.html
25Euricure and PwC, 2016, iUr ban Enabling sustainable city competitivenessthrough distributed leadership
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arrangements, recognising the different needs and issues of each locality. The Solentauthorities are focussed
on securing acombined authority at the earliest opportunity as the first step in their devolution journey along
similar lines to previous deals.

In the Heart of Hampshire , with the current configurati on of districts and no unitary authorities, the ability
to establish acombined authority and perform the functions within the current alignment of districts requires
Hampshire County Council to consent to becoming a member of the combined authority .

When the Hampshire and the Isle of Wight devolution proposals failed, the Heart of Hampshire authorities ,
including involvement of Hampshire County Council, developed a devolution proposaké which outline d shared
ambitions for the Heart of Hampshire . This would have had benefits not only for the Heart of Hampshire area
but also when combined with the Solent Combined Authority proposal provided a comprehensive solution for
the whole of Hampshire and the Isle of Wight.

1.8. The case for reform in the Heart of Hampshire

It is widely recognised that the two tier system of local governm ent2? hasincorpor ated tensions since it was
created in 1972. Thisarrangement can work well where there are strong relationships at all levels and a shared
vision between councils within an area but was designed in adifferent era. Recent examples of positive
working beyond standard functions include the joint work on the Hampshire Supporting Troubled Families
Programme which was organised around the Local Ceordination Groups based on district council boundaries
withi n an overall programme.

However, it can also be a cause of tension where different author ities have conflicting priorities. There are a
number of examples where Hampshire County Council has reduced funding, and where the District
authorities reflecting their view of local need and priorities have felt compelled to step in to provide
continuation of service, for example in relation to rural bus services and homelessness prevention through
supporting people.

A failure of different local authoritiesin the same areato agree priorities, and work on acommon approach

whilst responding to local needs, can create dis-alignment between connected services and inefficiencies Thisis

akey concern amongst the Hampshire Districts where adisconnect in decision making and service design has

had an impact. The approach to restructuring Sure Start
reduced to 11 district hubs, is seen as a counter examplto the positive work on troubled families. The districts

recognise the need for savings but were concerned about an approach thatin their opinion, di dnét f ocus on

As aresult of common disconnects across the UK nationally nearly half of the original two tier areas have
been replaced in successive rounds of reorganisation duringthe 1990sand in 2009. Local governm ent
reorganisation in responseto delivering economic growth was also highlighted in 2012 with Lord Heseltine®
report 6 Nsione unturned i in pursuitof g r o wwthéréhe stated that local governm ent had become
disempowered by 6 entr alising power and fundin gadd remained 6 o v €amplgx and inefficien t28%The report
advocated for a system of single unitary authorities with clear accountability and responsibilities.

The Heart of Hampshire authorities are not seeking a reorganisation of local government but recognise that
there are several drivers for changeto the status quo in Hampshire . Those drivers include:

1 Recognition that future funding of local government will be increasingly dependent on economic
performance. If local spending needs to be matched by local income within a place then councils will have a
greater emphasison enabling economic growth. Whilst the Heart of Hamps hire authorities are
comparatively strong economic performers nationally , they recognise the different economic geographies
will affect the long term resilience of individual local authorities and the services they deliver.

1 Underlying pressure for local government to continue to find efficiency savings including through creating
greater economies of scalefor high demand/cost services across the public sector and an expectation to
redesign and prioritis e servicesto addresslocal need.

26 The Heart of Hampshire Devolution Prospectus May 2016

27 Two-tier local government in this report refers to County and District local authorities, recognising that in many places local councils
(parish, town and community councils) also exist as a further form of local representation

28 The RT Hon Lord Heseltine: No stone unturned i in pursuit o f growth 2012
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1 Differential priorit iesrequiring ways of working that achieve benefits of scale but respect local requirements
around individuals, communities and districts within Hampshire and the Isle of Wight.

1 The need to enhance joint democratic accountability in the eyes of Government in order to take up the
opportunity to secure a devolution deal for the residents and businesses within the Heart of Hampshire via a
combined authority .

Whilst considering these drivers, it is recognised by the Heart of Hampshire authorities that there are several
options on the spectrum between the status quo andcomplete local government reorganisation into unitary
authorities. These options can be designed to achieve the drivers as faas possible, but they vary on the
complexity, time and cost continuum. Unitary authority options are explored in later sections of this report, but
in addition we explored options to achieve these drivers without reorg anisation, in accordance with the
aspirations of the Districts.

Figure 1 Status quo to local government reorganisation continuum

Complexity

Unitary \

Authorities

s Reorganisation
Enhanced COH“I].ISSIO“[Hg = Combinad
two tier virtual unitary ¢ 3
working (Sub-governance authority ~ /
structures) —

Increased
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district level and
with the County
(effectiveness
driven)

Increased
alignment at

district level
Status Quo (efficiency driven)

Time and cost of change

Two-tier status quo

Local government in the Heart of Hampshire operates under a two-tier arrangement of principal councils,
where ead is responsible for providing different services to residents and businesses as indicatedin Table 10
below. Across many parts ofthe Heart of Hampshire there are also local councils i parish, town and
neighbourhood councils i which provide greater local representation and which may over time develop greater
capacity and if communities choose, increasel coverage, enabling further scope to deliver services. In other
areas there are strong voluntary and community organisations who could play a similar role.

Table 10 Services provided by council tiers

Function Service Unitary County District ‘
Customer services Customer services \Y \% \%
People services Adult social care \% \%

Childrends services \Y \Y

Births, deaths and marriage registration \% \%

Community safety \% \%

Concessionary travel \% \%

Consumer protection \Y, Y

Education, including special educational needs, adult \Y \Y

education, pre-school

Housing \% \%
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Function Service Unitary County District

<
<

Licencing
Public health
Revenues and benefits
Trading standards
Place services Building regulations
Burials and cremations
Coastal protection
Economic development

Emergency planning

< <K <K< < <

Environmental health

Highways (not trunk roads) and traffic management
Minerals and waste planning

Parking

Passenger transport (buses) and transport planning
Planning

Public conveniences

Street cleaning

< < < <

Waste collection and recycling

Waste disposal

<
<

Cultural services Art & Recreation
Libraries
Markets and fairs
Museums and galleries
Sports centres, parks, playing fields
Tourism
Corporate services Audit
Chief executivebs service
Communications / Print
Corporate policy
Democratic services
Electoral services
Facilities management
Finance
HR
ICT
Legal
Payroll

Procurement

K K KKK KK <K<K <K<K <K<K KK <K<K K <K<K <K <K K (K (KKK (K< (KXK<X<X<<x<X<XK<KKK<
<

< K KK K K K KKK KK KK KKL
< K KK K K <K<K KKK KKK KKK KKL

Property services
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The remaining areas within Hampshire and the Isle of Wight include a mixture of two -tier and unitary
authority administrations. Five of the Solent authoritie s currently operate under a two-tiered local
government structure alongside Hampshire County Council whilst Isle of Wight Council and Portsmouth and
Southampton City Councils operate as unitary authorities.

Current resources

Just asHampshire County Council and the District councils provide different services, so too do they operate on
markedly different scales. Graph 3 below illustrates the current staff resourc e across theHampshire and the Isle
of Wight as split out by Heart of Hampshire authorities, Solent districts , Solent unitary authorities and
Hampshire County Council.

Graph 3 Number of Full Time Equivalent (FTE) 2016/17 (exc. Sch@l employees)
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As demonstrated, Hampshire County Council accounts for the majority (6 8%) of FTEs currently employed

within the two -tier structure across both the Heart of Hampshire and Solent authorities . Heart of Hampshire

FTEs account for 21% of thetotal whilst Solent District FTES represent just 11% of the overall amount (13,586

FTEs across the two tier area) Of the 2,788 FTEs within the Heart of Hampshire authorities , the majority

(54%) are employed by either New Forest District Council (33%) or Basingstoke and Deane Borough Council

(21%). Hart District Council currently employs jus t 112 FTESs, the smallest number by a considerable margirof

any authority across the Hampshire and the Isle of Wight . This imbalance betweenHampshire County Council
andtheDistict counci |l s hel ps to explain why a 6unit bdampshieeti ono
County Council.

Current operating models

The manner in which local authorities, including the District councils, deliver the services for which they are
responsible has changed over time. The operating model has shifted, to varying degrees, from local authorities
directly delivering services to the end user to increasing use of third part commissioning, joint venture
operations and other innovative operating models.

We have analysed each Disstatfdsbodgmekeahighlevelatil®é &o0d &6n
determin ation to the extent to which each District can be said to be a delivery authority as opposed to a
commissioning one.  O-Bltaffm evenue expenditured has been takens.as a
As

29 East Hampshire District Council, Eastleigh Borough Council, Fareham Borough Council, Gosport Borough Council, Havant Borough
Council
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Table 1lindicates, whilst the Heart of Hampshire authoritie s do still directly deliver some services, none can be
said to be a delivery authority in the traditional sense. Rather, all heavily rely on commissioning activity in
order to provide the services for which they are responsibles°,

Table 11Proportion of staff spend versus non staff spend

Staff Spend Non-Staff Spend
Basingstoke and Deane Borough Council 84%
Hart District Council 12% 88%
New Forest District Council 30% 70%
Rushmoor Borough Council 18% 82%
Test Valley Borough Council 24% 76%
Winchester City Council 24% 76%
TOTAL 21% 79%

Arrangements exist between some District councils, across both the Heart of Hampshire and Solent authorities
as well asHampshire County Council, to share certain service deliveryarrangements. Such agreements have

been put in place, in part, to achieve efficiencies and cost savings but also in recognition that such operating
models make better use of, what are often, limited resources. Jointservice delivery arrangements in place
between the authorities within  Hampshire and the Isle of Wight include:

Table 12 Joint service delivery arrangements

Local Authority

Basingstoke and Deane Borough Council
and Hart District Council

Test Valley Borough Council and
Winchester City Council

Winchester City Council and Eastleigh
Borough Council

Winchester City Council and East
Hampshire District Council

Hart District Council and Rushmoor
Borough Council

Hart District Council and East Hampshire
District Council

Hart District Council and Havant
Borough Council

Test Valley Borough Council and
Hampshire County Council

Test Valley Borough Council & Gosport

Service

Share a number of services across multiple directorates; for example,
both share licensing and street naming activities, community safety
initiatives as well as legal servicesand a contact centre. Furthermore,
both jointly outsource a number of their serv ices to third parties, namely
waste collection whilst Hart outsources its internal audit function to
Basingstoke and Deane.

Shared IT service and infrastructure.
Community Development activities are shared.
Training and development activities are shared.
Environmental services contract shared.
Building control activities are shared .

Planning policy activities are shared.

Two of five Councils, the others being Mendip DC, South Oxfordshire DC
and the Vale of White Horse DC, share IT services from outsourcer
Capita.

Recruitment & Payroll activities are shared

Internal Audit Activities are shared

30 Note this does not make any differentiation between those authorities who maintain direct responsibility for housing stock and so does
not include the Housing Revenue Account (HRA) spend.
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Borough Council

Test Valley Borough Council, Winchester Jointly operate the Hampshire Home Choice- choice based lettings
City Council and East Hampshire District scheme with the Hampshire Home Choice Manager shared across the
Council, Havant Borough Council and Councils.

Eastleigh Borough Council

Test Valley Borough Council and Ecological resource to provide advice on planning applications, policy
Hampshire County Council matters and land management is shared

Hampshire County Council has established ashared service centre to deliver HR, recruitment, finance,
purchasing, payroll and pension transactions to Hampshire schools, Hampshire Constabulary, Hampshire
Fire and Rescue Service and Oxfordshire County Council

Whilst successful shared services are already in placancreasedcollaboration betweenthe District councils
can achievefurther efficiencies by sharing back office services, management teams and delivery (including
procurements) as agreed by each District concerned. Whilst this option does not assist with securing a
devolution deal with Government, it does provide opportunities to create a joint efficiency investment fund
that the Heart of Hampshire authorities could either reinvest in services that are a priority; use to subsidise
Hampshire County Council discretionary services where the Districts want enhanced service levels; or
potentially test the appetite with Government to match fund an economic development fund or public
services reform collaboration innovation fund settlement.
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2. Enhanced two tier and
Combined Authority

2.1. Enhanced two/threetier  working

Whilst undertaking t he study, we found that there is agreement amongst the Heart of Hampshire authorities
that the two-tier status in Hampshire is legitimate and desirable, but equally that there is adesire to recalibrate
the relationship between the Districts and Hampshire County Council.

The exact ecabbtationdeeedsfo bédefined in due course, with all parties around the table, but there
is general consensus that it could involve further investigation of the following principles. The first two
principles are particularly relevant to two tier organisation, whereas the latter points are relevant to both two
tier and single tier:

1 Readdress how some services are allocated between tiers where synergies and rationale for coordination
exists, e.g. pot holes, highway and street cleaning

1 Enable greater influence over county decisions so that decisions better reflect the needs of communitiesand
are made as close to local communities as possible;

1 Allow different levels of service depending on need and where residentswish to pay more;

1 Build services to become more citizen-centric, and restructure services to fit around the person; and

1 Practice and encourage mutual trust, respect, understanding and open communication across different
delivery partners to best enhance oucomes for the customer.

Heart of Hampshire authorities believe strongly that any recalibration of two -tier working between districts and
Hampshire County Council should not only focus on service delivery but also on relationships.

There is a preference br the establishment of acombined authority covering the Heart of Hampshire geography
which complements the establishment of acombined authority in Solent. The future relationship should be

built around an ability to enable decision making to be as closeto local communities as possible and to
recognisethat different areas need different solutions. It should also be flexible enough to provide for more
effective outcomes as a result of designing services around citizens and planning and managing delivenat the
appropriate scale as part of an integrated approach.

This would be the preferred approach for the Heart of Hampshire authorities in the immediate future as it is
more within the control of councils in Hampshire to make it happen, would avoid the upheaval of unnecessary
change,along with its associated costs and disruption, and could translate into tangible benefits for local
residents and businesses more quickly.

Two main options for enhanced two / three tier working were considered:

1 Increased collaboration at the District and Hampshire County Council level could drive greater
transformational change and public service reform without the need for reorganisation . In this model, the
Districts would seeka greater influence on the scopeof county services delivered locally and over the
commissioning and delivery models used. The District councils would have responsibility for ensuring
services are delivered most effectively to their communities, addressing needs and demands within the
resource envelope available. Therole of Hampshire County Council would be focussed on thestrategic
framework and play a greater role in commissioning, monitoring and oversight with governance and
delivery structures designed around localities.

This model could be designed to realise the benefits of a unitary authority but without the cost and
implementation timescales associated with the abolishment of existing local authorities, disaggregation of
services and creation of new unitary authorities. In this model, the sovereignty and accountability of the
existing local authorities would be maintained, but it w ould require a high level of trust, a shared vision and
commitment to long -term collaboration by both Hampshire County Council and the District councils, which
may evolve to include joint management, delivery teams and increasingly a shared workforce. This option
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would also be complementary to the combined authority option, where the same collaborative behaviour
and commitment would be required . It may also open up the opportunity to agree a devolution deal with
Government around enhanced two-tier working .

1 A further model of joint commissioning between Hampshire County Council and  the District
councils under a new virtual -unitary authority governance arrangement was also explored as a
possible option. Under this model, there would be a significant re -structure of the existing governance
arrangements of the existing councils, where elected District councillors would be appointed to a County
Federal Board to represent the interests of their District in policy and decision making of county services.
This option would preserve sovereignty of each local authority, whilst allowing a whole -systems redesign of
county and district services, including the option to joint commission services to achieve shared outcomes.
This model would enable each District to tailor services to their local area and provide the opportunity to
slightly vary what they pay in return for a higher or lower service standard.

However, the Heart of Hampshire authorities recognise that such options would only work with the
establishment of a vehicle such as acombined authority where all parties co-operate fully on the basis of trust
and respect, and can hold each other to account. The underlying tensions will remain especially in the context
of declining funding over the next decade Where those conditions deteriorate the ability to deliver effective
joint working can rapidly diminish to the detriment of all parties. There have also been many initiatives at
national level to support and enhance two tier working which have had mixed results. Therefore it is right to
explore the potential for unitary solutions across the Heart of Hampshire .

Any reorganisation of local government should be sustainable and resilient for the future so that the costs of
change are outweighed by the future benefit and that transition does not put front line delivery at risk. Building
on our wor k on t he O¢efhave assessedpdtentiplooptiens formieange dgaivst five key
enablers:

1 Understanding the customer T With local authorities providing over 700 individual services, the split
between county and district functions can be unclear for communities, partners a nd authorities
themselves. The troad allocation of functions masks the complexities of many services and the
interrelationships between different council teams, different councils and other public bodies. By flipping
this approach and putting the citizen at the centre, the question is whether there would be benefits from
structural change to use customer insight in how services are designed and delivered.

1 Pulling down boundaries I Giventhesec hal | enges, our Oreportddunddhatéiotak we ar
authorities are looking to the future with a sense of confidence intheir ability to deliver on an ambitious
agenda, one which is being defined bythe opportunity of devolution to deliver both growth and whol e
system reform; new cadlaborations across the public and private sector to move interventions upstream;
the potential and power of digital and data to transform services and engage citizens andcommunities;
and a clear focuson delivering outcomes rather than services alone.This questions whether connected
government is more likely to overcome agency silos within a unitary model.

1 Empowered to deliver T With devolution , local government is seeking to take on powers and
responsibility from central government, which over time wil | require new skills and capabilities. With
reorganisation, the current responsibilities of local government would be unified into a single
organisation. The question is whether councils created through combining devolution and reorganisation
would enhance delivery by consolidating powers, resources and responsibilities, whilst providing single
points of accountability.

1 Delivering the promise T areorganisation of local government would need to demonstrate not only
that it can deliver services effectively but also that it can deliver value for money and cost savings as a
result. The question is whether benefits will come from consolidation at a strategic scale across the Heart
of Hampshire and beyond, or whether consolidation at a delivery level and operation within a coherent
planning framework would be more effective .

31pwC Local State we are In 2016: http://www.pwc.com/gx/en/industries/government  -public-services/public -sector-research
centre/united -kingdom/local -state-were-in-2016.html
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1 Continuously innovating i the question is whether existing structures are sufficiently harvesting best
practices and customer feedback to continuously improve or whether changes to structures and
responsibilities would create more innovative solutions.

The rest of this report considers these issues in evaluating different options for reform across the Heart of
Hampshire. Ultimately the aim is to ensure the residents and businesses ofHampshire and the Isle of Wight
can fulfil their potential and that local government can play a place leadership role that facilitates inclusive
growth and prosperity for the Heart of Hampshire.

2.2. A Combined Authority

Combinedaut hor i ti es are being established in England as a f
accountability and collective decision making across economic geographies.

A combined authority is a public body with its own legal personality and can be established at the request of two
or more local authorities by an Order issued by the Secretary of State and are increasingly the vehicle by which
devolution from Central Governm ent to Local Government is enabled. To date there have been sevenombined
authorities established, each with different devolution deals and governance arrangements, recognising the
different needs and issues of each locality. Combinedauthorities are bein g established as the vehicle from
which to develop and implement a whole systems strategic approach collaboratively, to take on devolved
powers and funding, and be the mechanism for effective strategic decision making and streamlined
accountability and joi ned up services.

The Cities and Local Government Devolution Act 2016 now enables any public authority function relating to an
area, including health, to be conferred on a council and any local government function to be conferred on a
combined authority, r emoving the limitation that restricted this to economic development, regeneration and
transport. The Act also introduced a second type ofcombined authority i a Mayoral Combined Authority with a
directly -elected mayor which amongst other additional functio ns can have the ability for devolved policing
powers. The opportunities open for Mayoral Combined Authorities through devolution deals to date have
related to:

Transport e.g. bus franchising, responsibility for key route networks ;

Housing and regeneration e.g. spatial strategies, housing funds, compulsory purchases
Skills and employment support e.g. adults education budget;

Business support and inward investment;

Health & social care budgets and

Criminal justice .

= =4 =48 -8 8 A

The strong message from Government is that having elected mayors is the best way to make combined
authorities work, due to their inevitable impact on strong and accountable governance. This is because the
government believes that there should be direct acountability to residents for the new powers and funding that
they plan to pass down through Devolution Deals. The post of a Mayor is not required by law, but is in essence a
fundamental condition of the devolution process.

The Mayor would provide overall leadership of the combined authority and exercise new powers. The Mayor

would chair the combined authority, t he member s of which would serve as t hi
the combined authority would be held to account by the Overview and Scrutiny Committee. He/she would also

be required to consult the Cabinet on strategy, which it may reject if two third of the numbers agree to do so.

When the pan Hampshire and the Isle of Wight devolution proposal failed, the Heart of Hampshire authorities,
inclu ding involvement of Hampshire County Council, submitted a proposal to Government for devolution and a
combined authority 32 which outlined shared ambitions for the Heart of Hampshire. This sought to recognise the
potential of the Enterprise M3 zone and use the autonomous funding powers provided by Government to
deliver strong economic growth with residents supported through access to education and skills enabling them
to find employment and support business growth and the provision of affordable homes, alongside long term
infrastructure and investment plans.

32The Heart of Hampshire Devolution Prospectus May 2016
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The Heart of Hampshire au tconmbinadautherityGandssecure a devplutibnaleak st abl i s
requires Hampshire County Council to consent to becoming a member. This is due to the absence ohaving a
unitary authority or other county council currently within the proposed area.

It should be noted that this could be different if the Heart of Hampshire authorities were to consider a

combined authority proposal which was based on the travel to work area shared with non-Hampshire districts

in the Enterprise M3 LEP area, and include neighbouring unitary authorities such as West Berkshire. The 2016
Act allows district or unitary authorities, when establishing a combined authority, to take on power s from a
county council if some authorities within a county area have joined the combined authority but the county
council has not.

To effectively perform its economic development, regeneration and transport functions, a combined authority
should be reflective of the economic area that it serves. As we have already discussed in the report, the
functional economic area of the Heart of Hampshire extends outside of the Hampshire boundary into Berkshire
and Surrey, around the key towns of Reading, Newbury, Bradnell, Guildford and Woking. A combined
authority on this geography could be an opportunity for the Enterprise M3 member local authorities to develop
an integrated transport function and achieve the ambition of the Enterprise M3 Transport Action Group.

This would be possible through the legislation as the county councils are able to join more than one combined
authority , which is helpful to Hampshire County Council as it could be a constituent member of both the Solent
Combined Authority and a Heart of Ham pshire Combined Authority. This effectively enables local government
to operate on economic geographies without the need for local government reorganisation and retains the
greatest number of councillors to support democratic representation.

However, for the Heart of Hampshire authorities, the creation of the combined authorities is viewed as the
vehicle to facilitate change and recalibrate arrangements and relationships between the Hampshire District and
County Councils and to achieve a devolution deal that is complementary to a Solent deal.
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3. Unitary authority options

3.1. The unitary authority options considered

Hampshire County Council recently brought forward options to establish unitary authorities across Hampshire
to replace the current District s and Hampshire County Council. A public consultation on the options has
recently been undertaken by Hampshire County Council without the support of the authorities covered by the
proposals.

In the light of Hampshire County Councils proposals for local govern ment reorganisation, it is right for the
Heart of Hampshire authorities to consider alternative options for local government reorganisation, and in
particular options for unitary authorities, recognising that:

1 The options contained within the Hampshire Co unty Council consultation are limited, specifically in relation
to the Heart of Hampshire, and further options warrant consideration;

9 Options considered are based on combining existing authority boundaries; and,

1 A complementary proposal for the Solent authorities would be needed.

This section of the report focusses on the first of these issues. It provides a more robust consideration of unitary
authority options for the Heart of Hampshire authorities which were not considered by Hampshire County
Council. The consideration of these options recognises that unitary authority options should be explored due to
the opportunities this model of local government offers to:

1 Streamline responsibility and accountability for local authority services and provide stronger leadership in a
place that works not just for the wider public sector but which also engages and empowers leading firms,
knowledge institutes and engages citizenss;

1 Clearer representation with public sector partner organisations and opportunity for whole systems service
re-design to achieve shared outcomes;

1 Greater profile with Government and opportunity through the Cities and Local Government Devolution Act
2016 to transfer public authority functions 34;

1 Better strategic service planning and joining up between services; and

1 Realise cost savings from rationalisation.

It is important to remember that the Solent authorities are also currently considering their options for the

future of local government in Hampshire and the Isle of Wight and this study has been undertaken in a way

which allows both sets of proposalsto be read together to make it easier to understand the broader picture
across Hampshire and the Isle of Wight.

This analysis excludes East Hampshire which is included in the Solentcombined authority area. In the event
that a two unitary authority model were to be progressed then it would be anticipated that the detailed
boundaries to be determined between the two new local authorities would be subject to review and refinement.

33 Euricure and PWC, 2016, iUrban Enabling sustainable city competitivenessthrough distributed leadership
34 Cities and Local Government Devolution Act 2016

Private and Confidential 31



Future of local government in the Heart of Hampshire Final

3.2. Option1 T Six unitary authoritie S with some county
wide services

This option would see the Heart of Hampshire districts become unitary authorities within their own existing
boundaries but would potentially see Chil dr eonedon&er vice

larger scale county wide basis.

Map 31 Map of Heart of Hampshire

Basingstoke and Deane Unitary T geographical area of 634
kmz2

Hart Unitary - geographical area of 215 km?
New Forest Unitary - geographical area of 777 km?2
Rushmoor Unitary - geographical area of 39 km?

Test Valley Unitary - geographical area of 628 km?

Winchester Unitary - geographical area of 661 km?

&

Demographics

Considerable disparity exists between the didricts both in terms of population size and geographical area. New
Forest, the most populous and geographically largest of the districts is for example almost double the size of the
smallest, Hart, in terms of population size. Test Valley and Winchester are very similar, both in terms of
population size and geographical area.

Furthermore, the split of inhabitants across the three age ranges (under 18, 1864 and 65+) are comparable.
With 22.2% of its inhabitants under the age of 18 and 63.9% between the age of 18 64, Rushmoor has,
proportionally the youngest population of the six district councils. Conversely, New Forest has proportionally
the oldest population with 27.6% of its residents aged 65 and over.

Graph 4 Total population and population composition
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3.3. Option2 T Two unitary auth orities
This option would see the creation of two unit ary authorities:

Map 4 - Map of Heart of Hampshire 1 2 unitary authorities

Northern Hampshire (comprises Basingstoke and Deane Borough
Council, Hart District Council and Rushmoor Borough Council with a
geographical area of 888 kmz2, 343 sq miles)

Mid Hampshire ~ (comprises New Forest District Council, Test Valley
Borough Council and Winchester City Council with a geographical
area of 2,066 kmz2, 797 sq miles)

Demographics

A Mid -Hampshire unitary authority would be the larger of the two proposed authorities both in terms of
population size (15.8% larger) and, to a greater extent, geographical area (232.7% larger). However, the
Northern Hampshire unitary authority would have a younger population, with 83.6% of inhabitants below the
age of 65, compared to just 76.3% for Mid Hampshire.

Graph 5 Total population and population composition i 2 unitary authorities
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3.4. Option3 T A Single unitary authority
This option sees the establishment of a single unitary authority for the Heart of Hampshire.

Map 5 Map of Heart of Hampshire 7 1unitary authorities

- Heart of Hampshire ~ (comprises Basingstoke and Deane
Borough Council, Hart District Council, New Forest District
Council, Rushmoor Borough Council, Test Valley Borough
Council and Winchester City Council with a geographical
area of 2,954 kmz2, 1,141 sq miles).

&
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Demographics

A Heart of Hampshire unitary would encompass 783,541 individuals, 21.1% of whom would be under the age of
18. The working age population would constitute 58.6% of the total population with 20.3% of inhabitants age d
65 and over.

Graph 6 Total population and population composition T lunitary authorities
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3.5. Commentary

Figure 2 below illustrates how the proposed unitary options would compare to those existing single tier local
authorities (unitary authorities, metropolitan districts and London boroughs), of which there are 124, in terms
of population size.

Figure 2 - English single tier local authority population mid -year 2015 (ONS); largest 40 authorities

English single tier local authority population mid-year 2015 (ONS) - largest 40 authorities
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As Figure 2 indicates, compared to existing single tier authorities in England, a single unitary authority for the
Heart of Hampshire would be the second largest single tier authority in England with 783,541 inhabitants and
would only be behind Birmingham City Council with regards to population.

Mid and Northern Hampshireds comparabl e popul ation si ze
them become the 12th and 16th largest single tier authorities in the country. It has been reported that DCLG

would expect any new unitary authority to have a population in the range of 300,000 to 700,000. Unlike, the

single Heart of Hampshire proposal, both Mid and Northern Hampshire unitaries fall within these parameters

suggesting that, at least from a population perspective, they are workable as single tér authorities.
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Figure 3 English single tier local authority population mid -year 2015 (ONS); smallest 40 authorities

English single tier local authority population mid-year 2015 (ONS) - smallest 40 authorities
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AsFigure 3 above highlights that were the sixdistrict councils to become unitary authorities they would be
amongst the smallest in the country, with Hart, Rushmoor, Test Valley and Winchester being the 4th, 5th, 8th
and 9th smallest respectively. Whilst markedly larger than the other proposed unitary authorities, Basingstoke
and Deane and New Forest would still be of a size that is 34% and 32% smaller than the national average for
single tier authorites (265, 048) . Il ndeed, al | fall well short
authorities raising serious questions as to their ability to absorb and re -perform County services.
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4. Providing value for money
and delivering positive
outcomes

4.1. Approach

This report assesses potential options for local government re-organisation against a set of four quantitative
and qualitative criteria as agreed with DCLG, being:

1 Providing value for money (quantitative) ;

9 Delivering positive outcomes in terms of the cost of the transition (quantitative) ;

1 Ensuring strong and accountable local leadership and governance (qualitative); and
1 Delivering better public services (qualitative) .

This section focuses on the quantitative tests whilst later sections provide an examination of the two qualitative
tests. In order to assess the extent to which the respective options pass the quantitative tests our financial
analysis comprises:

1 An assessment of the financial status quo, including an examination of the financial stability, or othe rwise,
of the authorities, including Hampshire County Council, that make up the Heart of Hampshire;

1 Details of the approach taken with regards to the disaggregation ofHampshire County Counci | 6s
expenditure line items across the unitary authorit y options considered;

1 Presentation of the recalculated income and expenditure accounts, for each of the unitary options
considered, both before, and after the financial effects (costs and savings) of reorganisation are taken into
account; and,

1 An assessmat of the council tax harmonisation process the newly formed unitary authorities could
undertake post re-organisation along with an estimation of potential additional/foregone income to be
earned/lost as part of this.

4.2. Baseline

Just as disparity exists across Hampshire and the Isle of Wight in terms of FTE numbers so too are marked
differences between the existing authorities with regards to current income and expenditure and financial
positions.

Figure 4, illustrates the total Net Current Expenditure of Hampshire County Council, the Heart of Hampshire
authorities and the Solentauthorities as per the 2016/17 General Fund Revenue Account data.

The scale on whichHampshire County Council operates andits associated expenditure, far exceeds the activity
of the District councils (both Heart of Hampshire and Solent). Indeed, Hampshire County Council accounts for
75.7% of all expenditure incurred across the current two-tier structure with Heart of Hampshire representing
14.5% of the total and Solentauthorities just 9.8%. Of the six Heart of Hampshire districts, New Forest incurs
the greatest level of expenditure (£68.8m), whilst Hart, the smallest of the authorities in terms of population ,
incurs, perhaps unsurprisingly , the lowest, with total expenditure amounting to just £28.0m (representing 1.3%
of total spend) per the 2016/17 Revenue Account (RA) data.
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Figure 47 Net Current Expenditure; County and District Councils (2016/17)

Net Current Expenditurein 2016/17 per RA data
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It is important to note that the net current expenditure figure represents all spending undertaken by the
respective authorities, including those amounts for services which are directly funded by government grant (i.e.
education spend in the case ofHampshire County Council and housing benefit provision in the case of the
District councils). When these grants are stripped out, county expenditure (E747.2m) actually increases in
terms of proportion of overall spend across the two tier structure, rising to 81.6% (up from 75.7%).

As per the 2016/17 Revenue Account data, over half (52.52%) oHampshireCounty Counci | 6s tot al
expenditure is spent on the provision of education services. Adult social care spend, at £359.6m (22.52% of

tot al net current expenditure) and childrenbds social ca
represent the second and third largest expenditure line items respectively. Indeed, these three services account

for the majority of spend (83.91%) incurred by Hampshire County Council. Despite education spend

representing such a large proportion of their annual expenditure, Hampshire County Council have limited

influence over the way in which schools spend the funding that they receive. Given their high expenditure value,
adultds and childrends social care expenditurHampshiie par t i
and the Isle of Wight or the imposition of financial constraints , both of which could create considerable

pressures for the continued successful delivery of the respective services.

The Public Sector Audit Appointments 2014 analysis®s indicates that in comparison to other county councils,

Hampshire County Council is in a strong position with regards to the level of reserves it holds and is in the
highest 5% forfpl anned total reserves at.Inanatemptto@xanife the financisl ear 20
resilience of both Hampshire County Council and the District councils, an assessment has been made as to how

their level of usable reserves compared to their net cost of services for the past two financial years. The figures

notedin Tablel3bel ow have been taken from each respective auth
account.For those authorities which run a Housing Revenue A
their HRAs have been excludedfom t he fAnet cost of serviceso.

35Public Sector Audit Appointments 2014
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Table 13Usable reserves as a multiple of cost of services

TOO Qo z x — =

2015/16

Usable Reserves 497,294 127,900 13,455 44,924 28,785 45,266 39,603
Net Cost of Services 858,144 32,200 9,440 21,438 19,343 20,270 22,660
Usable Reserves as a multiple of 0.58 3.97 1.43 2.10 1.49 2.23 1.75
&ost of Service®

2014/15

Usable Reserves 462,149 123,000 14,253 36,730 24,919 51,856 27,776
Net Cost of Services 875,786 31,300 9,183 21,169 15,608 19,312 15950
Usable Reserves as a multiple of 0.53 3.93 1.55 1.74 1.60 2.69 1.74

Cost of Services

Table 13indicates, that, for 2015/16, Hampshire County C o u nscusabléreserves would have been able to

cover just 0.58 of its net costs of services whilst in 2014/15 this figure would have been lower at 0.53. This

compares unfavourably with all six the of the Heart of Hampshire authorities, each of whom would have been

able to cover the net cost of their services at least once with their respective levels of usable resees. The

2015/16 data indicates that of the six district councils, Basingstoke and Deaneare the most financially resilient

when assessed in these terms with their usable reserves able to cover the net cost of their services937 times.

Atl43and 1.49tmes, Hart and Rushmoor 6s mbidtritticquhciés shoughrtrey drehe | owe
still at a level where they are comfortably able to cover their net cost of services.

4.3. Disaggregation of Hampshire  County Council income
and expenditure

The 2016/17 General Fund Revenue Account data, as submitted by each council tdCLG, has been used as the
starting point for our financial analysis. A baseline income and expenditure budget has been calculated for each
unitary option under consideration with Hampshire County Council income and expenditure apportioned to

each District council where necessary. For the purposes of baseline comparison, where reserves have been used
to meet revenue shortfalls then these have been assumed to also have been utilised.

The disaggregation of Hampshire County Council data has been undertaken using appropriately selected

6di saggregation factorsdé. 1t is recognised that the ext
lines is determined by reference to complex formulae; such asRevenue Support Grant, which is calculated on a
O6needs6 basis. However, in the absence of publicly avai

allow for such a formula to be recalculated, a broader high level disaggregation facta has been selecteds. Each

of the factors selected for disaggregatingHampshire County Council data have been agreed with Section 151

officers, with full details to be found in Appendix A. The disaggregation ofHampshire County Council data

undertaken, has been limited to its Revenue Account income and expenditure line items only. An assessment

would have to be made as to howbest to apportion Hampshire County Counci |l 6s reserves Ww
proceed, though this has not been included as partof this analysis.

Our financial analysis has been presented over a five year period (2016/17 to 2021/22) withthe District

councils éompleted budget books used to project Revenue Account income and expenditure across the period.
It is important to note that three of the six authorities (Hart DC, New Forest DC and Rushmoor BC) completed
budget books which were balanced across theif’e year period whilst Basingstoke and Deane BC, Test Valley BC
and Winchester CC projected funding gaps going forward. Such funding gaps were reported to PwC in order to

36 A sensitivity analysis on Revenue Support Gant disaggregation has been conducted in Appendix A.5
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maintain consistency with other published and publicly available financial projection s. It is noted that each of
the three authorities expect to close the funding gaps nearer the financial year for which they have been
projected.

It should also be noted that it has not been possible to obtain five year budget book projections for Hampshir e
County Council in the format required from publicly available sources. Therefore, for the purposes of our
financial analysis it has been assumed thatHampshire County Council income and expenditure remains
constant over the period to 2021/22; that is to say it reflects the 2016/17 RA data submitted to DCLG.

4.4. Economy and efficiency

The income and expenditure accounts and the net surplus/deficit positions that have been calculated for each
unitary authority option pr ov iahiliey tosmgsume and provid existimy caurfity e a ¢ h
services. It is important to note that the local government finance system is currently undergoing widespread

reform. Government grants continue to decline, most noticeably the Revenue Support grant which is expected

to reduce to zero by 2020, whilst business rates retention is being modified in a move that will see local areas

retain a greater proportion of the proceeds of economic growth they contribute to. Please seeéAppendix A for

further details.

Transformation savings

Whilst the transition to new local government structures will incur a number of costs it will also provide a

number of opportunities for potential efficiencies and transformation savings to be realised. It is important to

consider these savings and costs (emerging from transition) alongside the financial impact on income and
expenditure in order to c a-brganidation. EorthehparpoderotthisGepartpwe have o n t
focused on those costs and savings considered to typically be the most material in the context of local

government reorganisation. These include:

1 Transformation savings: savings to be achieved through areduction in FTE numbers (both front and back
office) following the removal of staff effort duplication;

1 Employee severance costs (at both senior management and employee level): costs associated with the
reduction in FTE numbers;

1 Member and democratic costs/savings: savings to be achieved through a reduction in the number of
members and a reduction in election costs due to fewer elections;

i Office space rationalisation: savings to be achieved from fewer FTEs and therefore a reduction in office
space required; and

T 60t her 6 t r athesd include,nntercabascbsss:associated with project and change management,
business management and ICT integration.

It has been assumed that the costs associated with reorganisation will be incurred over the short to medium
term (three years) and that by the 2021/22 (final year of analysis presented) net savings will be at a steady state.

Whilst the anticipated trans ition costs included within our financial analysis are based upon on publicly
available data sources, namely the 2008/09 Business Case submissions for unitary authority status of Central
Bedfordshire, Cornwall, Leicestershire, Suffolk and Wiltshire, in rea lity the exact cost of re-organisation will
ultimately depend on which service reform aspects are implemented and the extent and the nature and scale of
the proposed option.

4.5. Summary results

Tableldpr esents an overview of each proposed unitary autho
they are anticipated to generate a surplus or a deficit. This analysis has been presentedor the baseline year

(2016/17) and for 2021/22 both before and after the savings and efficiencies association with re-organisation

are taken into account.

Table 15presents a summary of the level of savings that could be achieved over a five year period through re
organising to form unitary authorities. Please note, the effects of council tax harmonisation have been
considered in Appendix A, whilst detailed results of the financial analysis undertaken can bealso found in
Appendix A.
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Table 14 Summary of surplus/(deficit) position pre and post re -organisation

Surplus/ Surplus/ Surplus/deficit Surplus/deficit Surplus/deficit
deficit deficit  2020/21 as % of 2021/22 2021/22 p ost
2016/17 2021/22 Total net assuming re -

(Ado0C (AdoC current funding gap is organisation *
expenditure closed (A60
(A60C

Six unitary option

Basingstoke and Deane 137 (1,693) (0.67%) 3,235 9,948

Hart 15,412 12,487 10.54% 12,487 14,011
New Forest (3,973) (2,612) (1.05%) (2,612) 5,510
Rushmoor (311) (348) (0.24%) (348) 2,186
Test Valley (124) (4,148) (2.38%) (1,374) 3,091
Winchester 12,062 10,116 5.88% 11,788 16,030

Two unitary Option

Northern Hampshire 15,238 10,447 2.00% 15,375 31,671
Mid Hampshire 7,965 3,355 0.56% 7,801 30,335

Single unitary Option

Heart of Hampshire 23,203 13,802 1.24% 23,176 64,769

*Presents position assuming funding gaps are closed

The analysis suggests that under a six unitary structure there would be a financial mismatch between the
proposed authorities. Hart and Winchester would generate a financial surplus in both 2016/17 and 2021/22 and
post re-organisation indicating their appa rent viability as stand -alone authorities.

Basingstoke and De dnrRe2d/a2, repesenting 0167%oof totéh riet cirmant expenditure, is

attributable to the fact that a £4.9m funding gap was reported in their five year budget book projectio ns. Were

this funding gap to be closed a surplus of £3.3m would be generatedSi mi | ar | vy, 2@&/22tdefisitafl | ey 6 s
£4.1m is part explained by the £2.8m funding gap reported in their budget book projections; although even if it

is assumed that this gap were to be closed pre re-organisation deficit of £1.3m would still be generated. New

Forest and Rushmoor would generate financial deficits of £2.6m and £0.3m respectively in 2021/22 which

equates to just 1.05% and 0.24% otheir total net current expenditure. Once the savings associated with re-

organisation are considered, all six unitaries would be in surplus, with Winchester and Hart generating

surpluses of £16.0m and £14.0m respectively.

A two unitary structure would se e both authorities generate a financial surplus in 2016/17; Northern

Hampshire £15.3m and Mid Hampshire £8.0m. Their financial position worsens over the five year period to
2021/22 with both unitary authorities reporting reduced surpluses (£10.4m and £3.5m respectively). These
reduced surpluses are largely attributable to the fact that three of the six district councils (Basingstoke and
Deane, Test Valley and Winchester) have reported expected revenue shortfalls in their budget book projections.
Assuming these funding gaps are closed, the surplus position improves to £15.4m and £7.8m respectively.
When the net savings associated with reorganisation are taken into account (£16.3m and £22.5m for Northern
and Mid Hampshire respectively in year five) both propo sed unitary authorities have the potential to generate
significant surpluses.

The analysis indicates that a Heart of Hampshire unitary authority would generate a financial surplus (£23.2m)
in the baseline year (2016/17) suggesting that the region currently is a net contributor to the County and that it
subsidises the Solent District Councils. Whilst the financial position deteriorates over the period to 2021/22,
again, this is due to the fact that three of the six Heart of Hampshire authorities reported deficits (totalling
£9.4m) as part of their budget book projections. Perhaps unsurprisingly, the single unitary option has the
potential, largely driven by economies of scale, to generate the greatest level of net savings from rerganisation
(E41.6m per annum from year four onwards) of any proposed option. As such, the financial surplus post re-
organisation of £64.8m (assuming the funding gap is closed) is the greatest of any of the options considered.
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Table 15Summary of cost/saving s associated with re-organisation

Six unitary authority option

Total costs (11.5) (11.5) (11.5) 0.l 0.1 (34.2)

Total savings 9.8 18.7 27.7 27.7 27.7 111.6
Total net savings .7 7.3 16.2 27.8 27.8 77.4

Two unitary authority option

Total costs (11.0) (11.0) (11.0) 0.6 0.6 (31.8)

Total savings 13.3 25.8 38.2 38.2 38.2 153.9
Total net savings 2.3 14.8 27.3 38.8 38.8 122.1

One unitary authority option

Total costs (10.9) (10.9) (10.9) 0.7 0.7 (31.2)
Total savings 14.2 27.5 40.9 40.9 40.9 164.4
Total net savings 3.3 16.7 30.0 41.6 41.6 133.2

Table 15above indicates, a single unitary for the Heart of Hampshire has the potential to generate the greatest
amount of net savings, both in totality over a five year period (£133.2m) and on an annual basis (£41.6m) from
year four onwards. Savings associated with transformation programmes (£132.8m) and the reduction in FTE
numbers account for the majority of the potential £164.4m of savings achievable. Whilst the costs (£31.2m)
associated with estalishing a single unitary authority for the Heart of Hampshire region are broadly similar to
those incurred establishing two unitary (£31.8m) and six unitary (E34.2m) structures, total potential savings
(£164.4m) are much greater under this option. This dif ference is largely driven by the increased potential for
savings associated with the reduction in senior management numbers, which amounts to £21.3m over a five
year period and £5.3m on an annual basis from year 3 onwards.

Were a two unitary structure to be adopted, total net savings in the region of £122.1 can be expected over the
five year period to 2021/22. As for all options considered, these potential savings are driven by the effect of
transformation programmes (£132.8m over five years and £33.2m onan annual basis from year three
onwards). It is assumed that a reduction in senior management headcount would generate £10.7m of savings
over the period to 2021/22 (representing an annual saving of £2.7m from year three onwards).

Adopting a six unitary authority structure for the Heart of Hampshire region has the potential to generate net
savings totalling £77.4 million over the five year period to 2021/22. Again, these savings are largely driven by
anticipated transformation programmes to reduce FTE headcount. Whilst re -organising to a single or even two
unitary authority structure would generate potential savings (£21.3m and £10.7m respectively) via a reduction
in senior management numbers, proceeding with six unitary authorities would, conversely, incur considerable
expense (£31.6m). This is largely due to the fact thata steady state, annualised saving of £27.8m is achievable
from year four onwards; though this is 33.2% and 28.4% lower than when compared to the single and two
unitary authority options re spectively.

A full analysis of the potential savings to be achieved through re-organisation can be found in Appendix A.
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4.6. Payback period

Total costs associated with re-organising to form either a single unitary or two unitary local government
structure will be recouped within the first year as potential savings to be realised outweighcosts. Reorganising
to form a single unitary authority would generate net savings of £3.3m in year one whilst moving to a two
unitary structure would allow for savings of £2.3m to be realised. A six unitary authority structure would
require a slightly longer payback period (two years). Year one would see net osts of £1.7m incurred with net
savings of £7.3m achievable in year two.

Table 16: Payback period

Six unitary authority Year 2 |
Two unitary authority Year 1
Single unitary authority Year 1

4.7. Counciltax harmonisation

Combining district authorities into unitary authorities will require the converging of council tax rates.  There are
various methodologies available for this analysis. We have adopted the approach that the lowest rate inherited
within the conf iguration should be increased at the highest annual percentage increase available for a unitary
authority and that all other rates should be increased by the required percentages so that council tax rates are
identical at the end of a specific convergenceperiod3”.

The detailed financial analysis is shown in Appendix A.

4.8. Summary and conclusions from value for money and
cost of transition analysis

Basedon the financial analysis undertaken, we summarise our findings as follows:

T The 2016/ 17 Gener al Fund Revenue Ac cdstriottcoumcisandu r n
Hampshire County Council has been used to disaggregate resources and expenditug using appropriately
selected drivers.

1 A single unitary for the Heart of Hampshire generates the largest financial benefit for the Heart of
Hampshire, in that it generates the largest surplus (£ 66.5m) once the effects of re-organisation and council
tax harmonisation are taken into account (and assuming reported projected funding gaps are closed)
Furthermore, it generates the greatest level of net savings (£133.2m) over the five year period and the largest
steady state annual savings (£41.6m from year faur onwards) of all options considered.

1 A two unitary authority structure would be financially viable given that both authorities, North and Mid -
Hampshire, generate a financial surplus post re-organisation (and maximising council tax yield) in 2021/22
and at comparable levels(£32.6m and £32.1m respectively).

1 A six unitary authority structure would generate considerable mismatch between the proposed authorities.
Hart and Winchester would generate financial surpluses both pre and post re-organisation as woud
Basingstoke and Deane if it is assumed that their projected £4.9m funding gap were to be closed. Al other
unitary options would be in deficit in 2021/22 before the savings to be achieved through re -organisation are
taken into account. All unitaries generate a financial surplus following re -organisation and the process of
council tax harmonisation would serve to strengthen these positions further. Indeed, re-organising in this
manner would allow for the greatest level of additional council tax income to be earned across the Heart of
Hampshire region as a whole; £4.5m in year five and £10.5m over the first five years of harmonisation.

37 Dorset Councilsi Potential Options for the reconfiguration of local authorities
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It should also be noted that:

1 The analysis undertaken, including the potential costs and savings associated with reorganisation are not
detailed but indicative at this stage based on a number of high level assumptions;

1 For the purposes of the council tax harmonisation figures quoted above, it has been assumed that a 20 year
convergence period has been adopted with the lowesinherited rate increased at 3.99% per annum and
converging all other rates; and

T The Revenue Support Grant is provided by the Gover nme
formula. This is a complex formula which has not been replicated for the purposes of this report3s.

Summary
The table below presents a summary ranking of the propo
most favourable and a 6oned ranking being the |l east fav

1 Generate a bagline budget surplus/deficit .
1 Achieve savings through re-organisation.
1 Generate additional council tax income through harmonisation .

Table 17 Summary ranking of the proposed unitary options (UAS)

Two -tier status quo Six UAs Two UAs

Baseline budget surplus/deficit position 2 1 3 4

Savings to be achieved through re - 1 2 3 4
organisation

Council tax harmonisation T additional 1 4 3 2
income to be earned

38 A sensitivity analysis on Revenue Support Gant disaggregation has besn conducted in Appendix A.5.
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5. Strong local leadership and
accountability

This section and the following section examine the options through the lens of the DCLG qualitative tests:

1 Ensuring strong and accountable local leadership and governance (this section) and
1 Delivering better public services (next section).

The final section then brings this analysis together with the preceding financial/quantitative analysis in to a
summary section.

5.1. Local government reform and the opportunity to
strengthen leadership and accountability

The Local Government Association (LGA) routinely conducts public opinion polls on resident satisfaction with
local councils®. The six key indicators are satisfied with local area; satisfied with local council, feel well
informed, agree council acts on residentsdconcerns, trust the local council and agree that council provides value
for money. The June 2016 national LGA results indicate that overall satisfaction remains relatively consistent
over time. Levels of satisfaction within district functions appear to be higher and this is reflected in the
improving performance of, for example, Basingstoke and Deane from 2012 to 2014. Nonetheless continued
improvement of leadership and accountability is a fundamental driver behind the commissioning of this report.
There needs to be greater weight on local voice and local choice.

The Wil |l i ams @onRodiaB8envice Sovermanceand Delivery in 2014 was established to examine the
current arrangements for public service governance and delivery in Walesand assess whetier these
arrangements met the needs and aspirations ofcitizens and would provide a sustainable basis for thefuture of
public service delivery. The conclusions of the Commission are relevant when considering local government
reform in the Heart of Hampsh ire, in particular:

1 Clarifying accountability and building trust 7 being accountableand responsive to citizens and @mmunities
and removing duplication and friction between different roles of government; and 4°

1 Ensuring simplicity i creating a simpler and more coherent set of structures and mechanisms (such as
partnerships) which can be adapted to accommodate new purposes and pressures over time

This section of the report assesses how the unitary authority model for the Heart of Hampshire could meet
these aiteria.

5.2. Clarifyingac countability

One of the challenges of the twatier local government arrangement is the multiple points of accountability ,
which can result in residents, businessespublic sector partners and sometimes evenstaff being unsure which
authority is responsible for a particular issue. At its worst this can result in the customers being passed between
authorities without resolution. While such issues can be managed, it requires customers to work harder to
understand local authority organisational responsibilities and causes additional complexity in terms of
information sharing and exchange between organisations.

One Leader of adistrict council we interviewed stated that a significant amount of the direct corres pondence
received from residents related to county council services which hadto be passed on. In his view, this
demonstrated the lack of clarity over responsibilities and created delay, additional administrative cost and
inefficiency in responding to resi dent enquiries.

39 http://www.local.gov.uk/documents/10180/11719/October+2014+Resident+Satisfaction+Polling+ -+Final+Report.pdf/dd57f664 -443f-
4bf7-9455-4506614bee6e
40 Commission on Public Service Governance and Delivery 2014
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Under a unitary model, the local authority which a resident pays their council tax to and a business pays their
business rates tq will be the authority which is responsible and accountable for all of the local government
services that are provided in that community . The exception to this is those services provided bytown and
parish councils which are discussed later in this section, and of course, a unitary authority model does not
resolve theinter -relationship between different public sector organisations, such ascommunity safety and the
police service, and adult social care and the health serviceWe discussthe benefits achievable from simplifying
the separation of two-tier local government functions and the wider complexity in publ ic service deliveryin
section 6.7.

Decision making

A new unitary authority must not be too large that it is unresponsive or unrepresentative to the needs of the
communities it services (which is one criticism widely made about county councils). This was also articulated by
the Williams Commission which recommended that:

Athe i mportance of maintaining | ocal democracy means th
coherence and representativeness while reducing the risks of small scale and creating local authorities that

are more efficient and resilient. It should not seek to establish some minimum or average size, or to create a
predetermined | ower nunber of | ocal authorities. o

A unitary authority is governed by full Council, which is responsible for setting the strategic framework and the
budget for the services the unitary authority is responsible for. The majority of unitary authorities operate on a
Cabinet / Executive model of governance where the Leader of theCouncil and a number of Cabinet members
who are usually responsible for a portfolio of council services, make the majority of decisions on how council
services are run. The benefit of this model is that there is clear responsibility for decision making across all
council services, and accountability for decision making for the electorate. A unitary authority Cabinet would be
responsible for the end to end design of services and assessing the impact across the place and customer
groups.

It could however be argued that the larger the unitary authority is in population terms, the ratio of population
to Cabinet Member is lower which may challenge representativenessin decision making.

One area of decision making which is particularly sensitive to community ide ntity is town planning and
consideration of planning applications. Under a unitary authority model, a planning committee is responsible
for considering and making decisions on planning applications. These committees are usually established in
smaller geographies than the geography the unitary authority covers i at a geography that is large enough to
appreciate the strategic planning context of the Core Strategy or Local Plan but also sensitive to smaller
community identities. There are many good examples ofother forms of public engagement over decision
making in local government which overcome some of these issues.

Local democratic representation

An important aspect of strong accountability in local government is the local democratic representation within

communities. It is highly likely that any p roposals for local government reorganisation will be reviewed by the

Boundary Commission to ensure that the patternof 6 el ect or al di vi si onsé (eheg. ward
interests and identities of local communities as well as promoting effective local government, including a review

to ensure that each council memberrepresents approximately the same number of electors (voters).42.

The Heart of Hampshire has 12743 wards within its districts currently which are represented by 2854 council
members. Hampshire County Council, which also governs the districts within Solent, has 78 council members,
of which 454 represent the Heart of Hampshire area.

41Commission on Public Service Governance and Delivery 2014

42 https://lwww.Ighce.org.uk

43 https://democracy.basingstoke.gov.uk/mgMemberindex.aspx?bcr=1 ; http://www.hart.gov.uk/wards -polling -stations;
http://www.rushmoor.gov.uk/councillors ; http://www.winchester.gov.uk/abou t/ward -map/;
http://www.testvalley.gov.uk/resident/communityandleisure/workingwithcommunities/mylocalarea/ ;
https://democracy.newforest.gov.uk/mgMemberindex.aspx?FN=WARD&VW=LIST&PIC=0

44 https://democracy.basingstoke.gov.uk/mgMemberindex.aspx?bcr=1 ; http://www.hart.gov.uk/councillors ;
http:/iwww.hart.gov.uk/councillors ; http://www.rushmoor.gov.uk/councillors ; http://www.winchester.gov.uk/meetings/councillors ;
http://testvalley.cmis.uk.com/testvalleypublic/ElectedRepresentatives.aspx ;
https://democracy.newforest.gov.uk/mgMemberindex.aspx?bcr=1 ; http://www3.hants.gov.uk/yourcountycouncillors.htm
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Table 18 Members and representatio n in the Heart of Hampshire 46

Authority Members Wards Electorate
per Member
Winchester CC 45 16 1933
Test Valley BC 48 24 1,929
Rushmoor BC 39 13 1643
New Forest DC 60 34 2,322
Hart DC 33 11 2,086
Basingstoke & Deane BC 60 29 2,131
Hampshire  County Council 78 of which 45 cover the Heart 6 Divisions in the Heart of
of Hampshire Hampshire

In the last round of local government reform, many new unitary authorities reduced the number of council
members per ward in comparison to the unitary authorities established for some time. For example, the average
number of members per ward across English single tier authorities (excluding London boroughs) is 2.28 with
the highest representation of 3 council members per ward.4” When compared to the 2009 round of new unitary
authorities, Cornwall, Northumberland and Wiltshire unitary authorities have the lowest council members per
ward ratio of 1 with the other 7 new unitary authorities having a range of 1.17 to 248

Based ona reasonableassumption that the aver age number of members per ward ould be 1.5 across the new
unitary author ities in the Heart of Hampshire, this would result in the total number of members as follows:

Table 19 Members and representation in the ne w Heart of Hampshire Unitary Authorities T assuming 6 unitary
authorities
New unitary authority (UA) Members Wards Electorate
per Member
Winchester UA 24 16 3,106
Test Valley UA 36 24 2,572
Rushmoor UA 20 13 3,204
New Forest UA 51 34 2,732
Hart UA 17 11 4,049
Basingstoke & Deane UA 44 29 2,906
Total 192 127
It is valid to analyse the O6electorate per member 6

representativeness. In the current organisation of local government, electorate per member varies from 1,643 in
Rushmoor Borough Council to 2,322 in New Forest District Council. In the new unitary authorities (with an
estimated members per ward of 1.5) the electorate per member would be expected to vary from 2,572 in Test
Valley to 4,049 in Hart . This represents a 3% increase in Test Valley and a94% increase in Hart. The new
unitary authority would no longer recogniseé Te st Val | eydistricsriu théreHiall cléady be some
analysis to consider the local representation that is achieved within the geographies of thesenew unitary
authorit ies. The configuration of members in the new unitary authority options could of course be re-configured
to better reflect local representativeness and ensure that electorate per member figures are not too high.

For comparison, the Deloitte report 4 commissioned by Hampshire County Council implies an electorate per
member ratio of over 16,000 to 1 in their Option D (county -wide unitary authority , excluding the current three
unitary authorit ies, and including all Heart of Hampshire and Solent authorities ). This is calculated by dividing

45 http://iwww3.hants.gov.uk/yourcountycouncillors.htm

46 https://www.lgbce.org.uk/records -and-resources/local-authorities -in-england

47 https://lwww.lgbce.org.uk/records -and-resources/local-authorities -in-england

48 https://www.lgbce.org.uk/records -and-resources/local-authorities -in-england

49 Deloitte, Initial analysis of options for local government in Hampshire and the Isle of Wight. Hamps hire County Council, 2016.
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the proposed unitary authority population (1.3 million) by the proposed total number of members in this option
(78). This is nearly three times greater than the maximum outlined above. It is also much greater than the range
indicated by the 2009 unitary authority (below) which sits roughly between 3000 and 3500. The report
highlights that the number is based on a Local Government Boundary Commission Review and Consultation for
Hampshire County Council5°, which recommends that the number of county council members remains static at
78, but in our opinion, this does not take into account district councillors, and the need for councillors in the
new unitary authority structure to also represent former district services.

As outlined in section 5, member representation at this level could achieve an annual saving of between £1m to
£5.5m. The modelled level of ward representation and electorate per council member for the Heart of
Hampshire unitary authoritie s is therefore broadly consistent with the new unitary authoritie s that have been
established.

Table 20 Members and representation in the 2009 unitary authorities

2009 unitary authorite s Members Wards Electorate per Member
Bedford 40 27 3,167
Central Bedfordshire 59 31 3,414
Cheshire East 82 52 3,351
Cheshire West and Chester 75 46 3,469
Cornwall 123 122 3,215
County Durham 126 63 3,017
Northumberland 67 66 3,482
Shropshire 74 63 3,135
Wiltshire 98 98 3,579

When establishing the 2009 unitary authorities, arrangements were put in place to enhance local
representation and responsiveness For example, in Wiltshire, the new unitary authority established 18 new
Area Boards, which were established as a means to engre that local people have the opportunity to contribute
to place-shaping and influence strategic decision making at the centre. The area boards bring local decision
making back into the heart of the community which are responsible for finding solutions fo r local issues such as
road repairs, traffic problems, litter, facilities for young people and affordable housing, however the boards do
not have a budgets! Area Boards are not directly involved in deciding planning applications but do consider:
benefits of larger developments, pre-applications for major developments, planning briefs and development of
Local Plan policies. Many committees and boards function as consultative forums and do not have significant
decision making powers. Often the outcomes of medings inform discussions at council level through a Portfolio
Holder at Cabinet.

Cornwall Council has also adopted a similar model, through the use of 19 Community Networks, which look to
drive improvements locally. Both councils invest in these bodies through ensuring attendance from councillors
of both the unitary authority and the local town and parish councils. This provides local representation and
accountability, while removing some of the disadvantage of the lack of scale that town and parish councls can
have.

Both of these examples demonstrate that arrangements to enhance local representation and accountability can
be put in place to reflect natural communities. However it should be recognised that there will be additional
costs associated with thedemaocratic servicing of these arrangements.

50 https://consultation.lgbce.org.uk/node/5188
51wiltshire.gov.uk
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Digital participation

Another opportunity to increase participation in democracy is through digital technology. Local government is
becoming more aware of the importance of the desirefor an increasing proportion of residents wishing to
access services and participate in democracy online.

Figure 5 Resident survey
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Source: PwC polling, February 2016, UK national sample of 2007 adults 52

There are good examples of usiy technology to aid participation for example, with Basingstoke and Deane

Borough Council live streamingc ounci | meetings which are available on t
a specific YouTube channel. Some meetings have had in excess of 30 viewwhich indicates a greater level of

viewing than the attendance at the meetings themselves. In addition to viewing council meetings, public

consultations are undertaken online, with interactive webcasts allowing a wider range of participation.

Other examples from the UK and around the world where local government has moved beyond consultation
and successfully involved citizens in tough decisions, leading to less adversarial interations and often better
outcomes, include:

1 Redbridge Council providedcitiz ens wi th 6YouChoose, 6 an online tool t
1 After public backlash against planned expansion, the Alders Table was founded with public involvement to
steward the future of the Netherlandsd Schiphol airpo

1 In Thurrock, the redesign of adult social care was conducted in collaboration with a group of users who have
since taken over delivery of the service.

1 The Oregon Kitchen Table is a citizenfounded platform which has been used by government to engage
citizens on their own terms.

M Citi zensd juries run by PwC and Britain Thinks provided
decision-making criteria for the 2010 Spending Review. %3

52Beyond Control: in the age of participation
53 PwC & Institute for Government, Smarter engagement: Harnessing public voice in policy challenges
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Local councils

Beyond the principal councils, the parish, town and community councils across England also play a valuable
role in strengthening local representation and participation. Devolution is an important opportunity to
strengthen the potential of these local councils, where communities want them, and enable them to add
additional value.

Local councils already have specific powers and responsibilities that are not available to other forms of local
representation, including 6écommuni Therole ofptakcsuacilsssimodld an abi
be further enabled by Government in the development of the devolution agenda, and reorganisation would

provide an opportunity to invite communities to consider their role.

While there is significant potential in local cou ncils it is important to recognise:

1 That not all areas are covered by a local council, and it is for communities to decide whether they wish to
support the establishment of a hew council;

1 Existing powers and responsibilities are limited and councils will need support to develop the capacity and
capability to do more;

1 There are alternative community and representative bodies, such as development trugs and community
associations that may be more appropriate in some areas.

On this basis the role of local councils has been considered as adding value to the consideration of the right
form of principal authorities within the Heart of Hampshire, rather than as a viable alternative to replace those
bodies. None of the options considered would prevent joint work ing with relevant local councils to support a
06doubl e devolutiond over ti me.

5.3. Ensuring simplicity

The second main conclusion of the Wi lliamsé Commi ssion
6ensuring simplicit y®Baofodrsepait,asstentyshasandreased thesneed for pobic sector

whole system transformation in supporting the needs of residents and businesses. This requires local

government to act as Oplace |l eadersdé and take responsiob
achieving outcomes for residents. Local government has an important role in facilitating shared place

leadership by being clear about their ambitions for the residents they serve, building consensus with partners

and the public and distributing their power. 54

Their democratic mandate means local authorities have a unique position with respect to place leadership.
Council members in particular are able to broker agreements between public service providers, and critically
between providers and Government, to improve the coordination of planning and delivery and to lobby for
greater flexibility.

A single tier unitary authority is b est placed to achieve this role. A unitary authority would have oversight of the
local authority services provided to residents and would reduce the number of public sector organisations trying
to work together in partnership to deliver shared aims.

To support this view, the Williams Commission found that fthe public services of the future will need leaders at

all levels who actively seek out opportunities for delivery with others to maximise synergy and efficiency and to

ensure that services are integratal f r om t he usersd perspective. That in t
issues of scale, and to create the space and strategic capacity to redefine services and the means of their

provision around the needs, priorities and preferences of citizens and commu n i t55 Videsdisabiss how a

unitary authority model <can s u gfprtherinseaion6i7der o6éconnect ed

54pwC Beyond Contol - Facilitating shared place leadership
55Commission on Public Service Governance and Delivery 2014
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5.4. Summary and conclusions

In summary, a unitary authority arrangement would create stronger and more accountable local leadership by

creating a single point of accountability for local authority servicesinaplaceand having a greater
| eader shi pd acr oBaveverhiteould betatgued thas ie largeounitary authorities, the Cabinet

members who make the day to day decision about services are making decisions on behalf of a larger

population, albeit the role of full Council is to set the strategic framework for whic h those decisions are made.

Democratic representation wil/l b e sirewiéw andemthowtpte-by t he Bou
determining the outcome of a review, it is difficult to find a differentiator between the options on democratic

representation by ward or electorate. There are examples from other recently established unitary authorities of

enhanced representation of local communities through Area Boards as an example, as well as enhancing the

role of town and parish councils and engagement of citizens through digital technology. A summary of the

strengths and weaknesses of each of the Heart of Hampshire unitary authority options is summarised in the

table below.

Table 21 Summary ranking of the proposed unitary options

Six unitary V Members in smaller authorities can arguably be closer to local communities.

authoritie s V Direct lines of accountability could be more achievable than with larger unitary authoritie s.

Two unitary V Arguably the most coherent balance regarding accountability, without risk of becoming too

authoritie s (Mid and remote like with a 1 unitary authority .

North Hampshire) V An opportunity to establish enhanced community representation through arrangements
like Area Boards.

One unitary U Larger unitary authoritie s might risk getting disconnected from communities they serve

authority (but there are ways to mitigate this).
V Community representation can be established through enhanced governance arrangements
such as Area Boards.
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6. Better public services

6.1. Introduction

The Heart of Hampshire has adistrict and county model of sevenprincipal local authorities, six districts and
part of Hampshire County Council, with a number of additional local councils (parish, town and community
councils). Most authorities have a general preference for this model at this point in time because it has worked
well in the past and because change involves cost and disruption to delivery. However, there is also recognition
that the balance of power is skewed and that thevariations within the County area in terms of local character,
labour and housing markets and social dynamics should be better reflected. There is also an acknowledgement
that it is a system that continues to be under stress and dependent on strong working relationships, with a move
to unitary working likel y at some point in the future.

Local government in the Heart of Hampshire has been successful in finding efficiencies and adapting to a new
reality of lower central government funding. While this has no t been easy there is less of a burning platform in
the relatively successful communities of the Heart of Hampshire to find radical efficiencies than there is in the
rest of Hampshire and the Isle of Wight. Instead, the driver for change in the Heart of Ham pshire is to achieve a
devolution deal which facilitates improved productivity and a realisation of the potential growth of Hampshire
and the Isle of Wight, while protecting the competitive advantages that come from its natural environment and
liveable communities. That is why the Heart of Hampshire authorities are considering options now that will
impact on their future over the next twenty to thirty years.

There is a long history of challenge in local government re-organisation with proposals around every ten years

particularly in district and county areas. The review of early 1990s on local government reform took over five

years to result in only eight areas being recommended f
clear statutory framewor k and guidelines from Ministers 56. The current interest in local government re -

organisation has been conflated and often confusedwith devolution and is operating without such a clear

framework or guiding principles. The concern for the Heart of Hampshire authorities therefore is that any

reorganisation proposal will be controversial and divert the focus from delivering better public services in what

are already challenging circumstances.

Despite the strengths of local working, the current landscape in the Heart of Hampshire includes challenges
familiar to many district and county areas including:

1 Multiple points of accountability T which can result in citizens, businesses, partners andeven staff
being unsure which authority is responsible for a particular issue. At its worst this can result in the user
being passed between authorities without resolution. While such issues can be managed it requires users to
work harder to understand organisational responsibilities and causes additional complexity in terms of
information sharing and exchange between organisations.

1 Dispersed customer insight T All authorities want to improve services for residents and businesses but
in district and county areas customer interactions are dispersed between local authoritiesas well as other
parts of the public sector. This can make it harder to design earlier interventions and anticipate service
demands based on customer insight and feedback

1 Duplicated support costs 1 Simplifying the organisational architecture offers pot ential to remove
duplication in support functions and to eliminate hand -offs between organisational silos. Adopting shared
and standard ways of working can be designed around end to end processes. In practice, local authorities are
increasingly sharing support functions but this tends to be more common between peersi i.e. district to
district 7 than between tiers - i.e. district and county. Within a single principal authority there is a greater
focus on whole system reform within functional geographies.

The districts within Hampshire County Council have no particular desire to challenge the basis of district and
county working between principal authorities, but they do wish to change the behaviours and culture. They also

56 JRF, 1997, The Work of the Local Government Commission for England
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acknowledge that now options have been proposed, and in light of current economic conditions and potential
required to enable acombined authority , it is necessary to have started considering what options may be viable.

It should be noted that individual authorities continue to progress the ir transformation and efficiency plans,
with the objective of identifying better service delivery models and identifying cost savings. There is increasing
sharing between authorities in the locality, with joint appointments and commissions, and this is lik ely to
become more common irrespective of the changes discussed in this report.

6.2. Current baseline position

The Heart of Hampshire is an artificial boundary currently so we have had to create a planning baseline for the
virtual authority area using district and part Hampshire County Council data. By taking a process view across
all authorities, using returns from the districts and assumptions on the county activity within the Heart of
Hampshire, it is estimated that there are:

1 8,181 FTEin local government, excluding teachers, with a staff budget of £273m working across councils in
Heart of Hampshire;

1 54% of this effort (4,423 FTE) relates to actual service delivery and associated support activity such as
management and supervision;

1 18% of this effort (1,463 FTE) is focused on supporting customer contact and assessment activities which
enable service delivery including customer engagement, assessment an@édministration ; and,

1 13% of effort (1,560 FTE) is related to back office processes ad support services such as finance,
procurement, HR, ICT etc.

This high level analysis provides an indication of where effort is focused and although further work, involving
all partners, would be needed to quantify the activity within these process areas to a greater level of detail This
analysis provides the basis for considering the total local government resource effort in the Heart of Hampshire.
If this was a single unitary authority it would be second only to Birmingham and larger than Leeds.

6.3. Fut ure opportunity

The biggest transformational benefit within service delivery will come from new organisations taking the
opportunity to do things differently. A new authority may offer the potential for a more fundamental rethinking
and redesign of the opeating model so as to ensure a much greater strategic focus on prevention, early
intervention and emphasis on growth of people, communities and economies. Alternatively there may be a
shared commitment to such a change within current structures by working differently. The concern of the Heart
of Hampshire authorities is that this would require changes in the culture and behaviour of local authorities
across the locality.

As such a transformational change might set out to achieve better public services thraugh principles such as:

1 Creating a common customer service layer, with a genuine single front door for public services within a
geographical footprint irrespective of provider, utilising digital technologies to simplify access and to data
analytics to inform servicedesignn. Thi s could be a o6virtualdé front door
technology, or through a full integration of the point of access;

1 Information flows between services, between functions and between authorities, to ensure joined up
management, more intelligent service provision and seamless customer experiences;

1 A resilient financial model, applying a commercial mind set to maximise cost recovery and target subsidy
and investment where it will have the greatest return so that local councils can increasingly raise the money
they need locally;

1 Organising services and products around agreed, strategic outcomes that residents and businesses value and
which make a place distinctive, while continuing to meet statutory responsibilities and duti es;

9 Pooling back office functions, within separate organisationsto increasingly automate transactional and
routine processes while releasing specialist expertise to deliver complex professional advice and insight to
inform decision making; and ,

1 Pushing decision making closer to those it impacts and empowering operational staff within a strategic
framework that respects local differences and priorities.
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Do things differently T an operating model for the digital age

Technological breakthroughs are causingthe big changesin the world and disrupting the economy, business
and society as a whole Within local government and the wider public sector this is starting to affect more than
just customer contact but also the design and delivery of services as wellDigital will change the way that
councils organise themselves and manage their resourcesQur assessment assumes that the authorities
irrespective of any reorganisation, will want to adopt additional waves of digital solutions over the next five to
ten years. Technology solutions, once developed and implemented are comparatively easier to scale than
systems that rely on human interactions with a single digital platform able to operate at a much larger scale.

Beyond channel shift T The first wave of digital in local government focussed on establishing a new channel to

access services and has been increasingly successful in shifting contact from face to face and telephony to lower

cost and scalable solutions. This has seencouncils@at e 6 My Counci |l 86 apps and accour
digitalisation of transactional interactions for residents wanting to report, request, apply and pay for services.

SOCITM have benchmarked the relative effort taken to deal with customer contact through various channels,
and the analysis demonstrates the benefits in encouraging adoption of cheaper channels. As can be seen in the
table below, the effort of dealing with customers looking for simple information is very much more when its
conducted face to facethan if they access that information themselves, through an online source.

Table 22 SOCITM benchmarking
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transaction P 27.06 | 18.82 | 35.29 | 1235 | 1.76 | 4.71 | 0.00 0.00 | 41.32 | 31.40 | 16.53 | 8.26 2.48 | 0.00

Source: SOCITM

Under the current arrangements individual authorities creating solutions can duplicate effort and are develope d
around the individual organisations need. Organising around the customer would result in a shared platform
through which to access services irrespective of the provider. Managing the customer engagement layer in this
would benefit the customer by providi ng a single point of access, while also benefiting by improving ce
ordinated data, insight and integration across processes and systems. While encouraging online access,
Hampshire County Council includes 19 different telephone numbers on its contact page alone, and there are
multiple web sites of councils and other public services across the locality.

If seriously seeking a single front door it would be possible to create a unified point of contact for residents and
a business portal that included location specific information tailored to the user and access to all relevant local
authorities. This could also include access into the wider public sector over time.

Intelligent information 1 There are smarter ways for citizens to receive and send information. By making
information intelligent there is the potential to enable significant further gains, for example by using social
media and SMS technology for out-bound communications to inform residents of changes to service schedules
such a waste collections to avoid inrbound communication.
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