SOUTH WEST PROTECTED LANDSCAPES

Evaluating delivery models for AONBs – Non Public Sector and Hybrid Options.
Background:
This evaluation stems from discussions at the Devon AONBs Meetings in April/May 2011 and is intended to inform the adaptation by Devon and other AONBs to reducing public sector support. In particular, this evaluation scopes the benefits to AONB Partnerships of establishing “arms length bodies” to provide funding and other services that support the core AONB team and AONB Management Plan delivery.

The aims of the evaluation are to:

· Set out the various options for establishing arms length bodies,

· Assess the key issues for AONBs considering setting up arms length bodies and
· Identify steps to delivery, including recommendations for the number and scale of arms length bodies.
Initial investigations suggest that a number of AONBs around England are facing the same issues as Devon and are exploring the merits of arms length bodies.

This evaluation is a time critical piece of work – AONBs need to respond in a timely fashion to Local Authority partners under pressure to make significant cuts and changes to the way they support environmental programmes. Time will also be required to put in place any new mechanisms (possibly 18 to 24 months) so early decisions are needed to plan properly for change.

Ongoing Defra sponsorship of AONBs requires funding partners to enter into Memorandum of Agreement and decisions affecting the future delivery of AONB programmes will need to be captured in MOAs to be signed by Jan 2012.
The context for change
AONB management, as with all public sector functions is facing a period of scrutiny and pressure for fundamental changes to established models of management and delivery.

The need for change is driven by a combination of:

· The financial crisis and budget reductions central/local govt resulting in pressures on AONB teams for budget cuts of 25- 30% over the next 3 years
· Reducing opportunities for external funding 
· The new environmental framework as developed from the Lawton Review and articulated in the Natural Environment White Paper, 
· The Governments Localism agenda, including asset transfers to local.
· An increasing shift to using section 106 Agreements, the new Community Infrastructure Levy and Offsetting to fund environmental activity.

As a result of the above many AONBs across the south west are being pressured by their Local Authority partners to move quickly and respond to the above changes by:

· Reducing costs (belt tightening),
· Looking to diversify funding streams, away from dependency on Central/Local govt core grant and increase the non exchequer element of support,
· Exploring alternative models for delivery -  Local Authorities are becoming much more risk averse and reluctant to continue to carry non statutory risks. This can cause tensions for AONB independence, flexible response and partnership working. In many Authorities pressure is building to move services outside Local Authority hosting. 
AONB Partnerships are recognising that “business as usual” is not a viable  option, especially for the Devon AONBs but also including those in Somerset.
Adaptation is being pushed and can be a positive response, embracing new ways of working and consolidating on known efficiencies – However, the question remains as to how fundamental change should this be and at what speed it should progress?
Devon AONBs have expressed a preference for gradual & managed change - 
There is a sense that some of the key local authority partners want to see deep and swift re casting of the way in which AONB services are delivered.
Options for future delivery of AONB purposes:

1. Retain as part of Local Authority in-house and work as a Partnership led by a host local authority,
2. Set up an arms length body to undertake fund raising and other activities consistent with delivering AONB Management Plan objectives, 

3. Transfer all or part of the AONB staff team and resources to a new Trust / Social Enterprise or not for profit organisation
4. Transfer to an existing Trust vehicle;

5. Outsource to a private company/contract;

Appendix 1 sets out the various types of arm length mechanism 
Appendix 2 gives examples involving AONBs and Others.

Why move towards an Arms Length body for AONB delivery?
	Advantages
	Disadvantages

	Organisational:

	Autonomy

Decision-making
	A Trust has more freedom, but comes with more responsibility in back office functions (Legal / Finance) Success of this depends on leadership of new Trust.

Similar to local gov- but with more freedoms and focussed on only one area.
	Loss of control

Out of sight out of mind
	A Trust needs to operate at Arms Length. Council has influencing role, not control- how much influence will depend on the % of funding given + Board representation

Risk that once Arms Length, landscape and leisure becomes a lower priority for the council- need to maintain close working with Cllrs. 

	Community benefit and local involvement:
	Risk of failure

	Responsive
	A trust can respond to community requests quicker than Council, as decision-making more focussed.  This is dependent on size of Board.
	Reversibility
	Difficult to reverse going into a Trust – expensive set-up costs.  Important to spend time on a robust business plan at outset- sustainability of Trust is key.  

	Financial

	External funding


	Increased ability for a charitable org to be able to drawdown funds beyond a local authority.

A Trust is not liable to pay rates, dependent on number of assets.
	Impact on back-office costs

VAT
	Difficult to quantify the support currently received by a service from back office staff.  Some back-office staff will need to be TUPE’d across- need to make sure have the capacity and capability.

Will need financial advice, as a Trust will be liable to pay VAT ?
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Things AONB Partnerships will need to consider when exploring a move to setting up Arms Length bodies:
Structure/type of Trust: 

· What Form of Trust will work best?

· Scope of Trust?  What will the Trust do? Is it a simply about project delivery or representing interest in complex decision making processes?

· Whether to look to set up a new trust with start up costs, contingencies, working capital etc or look to work through an existing trust mechanism in the AONB area,
· Form of trust should follow function. The structure, whether a social enterprise, development trust or trust charitable/non-charitable needs to deliver the right solution based on your strategic ambitions,
· Will a lightweight body be acceptable (e.g for delivering the legacy of a funded project) or do you need to set up a representative body with the transparent and democratic elements required to manage AONB activities?
· Individuals are critical to driving forward the arms length body – Getting the ‘right’ people involved in Trust Boards, keeping them and ensuring that they remain focused on delivering AONB purposes will be important.

· Staffing/personnel – how many required? Relationship to AONB core Team? Management responsibilities?
· Influence/control – Again how will this be integrated with AONB Partnership?
· Need to look at economies of scale- would a Trust cover one or more AONBs? A smaller trust could be more vulnerable.

· Need to look to provide the right structure to meet future opportunities.

Financial:

· Key factor for many AONBs will be income generation – How to use the arms length body to create income? 
· The need to develop mixed income streams, Arms Length bodies like AONBs should not be over dependent on one source of income,
· Increasing need for commercial income in current climate, to buffer potential reduction in public sector funding.

· Need assets that can be developed or generate income (e.g. coastal leisure car parks)

· Reliance on project-driven grant funding can be risky as time and as are restrictions on how and when these monies can be spent.  They can also be difficult to sustain. The future for many funding streams are looking uncertain.   

· Ongoing Defra and LA funding needs to be guaranteed to provide stability to the Trusts financial plan.

· Set-up costs: Trusts tend to take all and more of the anticipated budget.

· Can be expensive - do not underestimate.  

Governance:

· Good practise to have a small, high quality Board of Trustees with right skill mix,
· A good Board will have a strong sense of purpose and identity.

· Recruitment of Trustees has to be robust perhaps through professional assistance / head hunted, 

· The Trustee role needs to be made clear from the outset and needs to be kept strategic.  

· Motives for membership of the Board need to be made clear.

· Beneficial to have a good mix of private, public, third sector and community representatives. 

· Having a Board focussed on one area of work, i.e. community engagement is refreshing and motivational for staff.

· Impact of leaving the Local Authority system – It has taken Torbay Coast and Countryside Trust 9 years to get an effective financial system in place. 
· New responsibilities such as insurance, legal, personnel all need to be taken into account at the business case stage.  

· Key message for creating a successful Board is getting Trustees to understand the spectrum of control and influence of the Board on the Trust and striking the right balance.
· Getting and keeping the ‘right’ individuals involved in the governance of arms length bodies is critical to success.
Relationship with the Local Authorities:

· From the outset will need to agree a common philosophy, values and outcomes for the AONB Trust,
· The relationship will depend on:

· The business plan, leases and the annual funding agreement, for example will the Local Authority continue to invest in any assets given to the AONB Trust?  

· VAT has to be paid on capital investments- so may be beneficial to keep the freeholder as the Council- long term lease arrangements to the Trust.  

· Direct Representation- legislation on Board membership now changed, previously no more than 20% from a local authority- now there is no limit.
Staff / Cultural Change:

· Leadership- Key to a smooth transition is the leadership from the outset.  Can depend on the existing culture in the local authorities but can quickly change with new members/ officers, 

· Capabilities and competencies of staff- it is essential that transferring to a Trust for the right reasons and not to shift poor management somewhere else. Need to assess your business skills- do you have the right acumen to run a successful business?

· Staff empowerment- the Trust can be run by a cooperative of the staff- can be very successful but also very difficult to achieve the right balance.

· TUPE considerations

· Pensions- this can be potentially a huge issue- a critical factor for existing staff in ensuring a smooth transition to a new Trust- those who have a long service in local government want to keep pension benefits and TUPE provides some protection but job conditions can change.  There are legal implications so need to take business transfer advice.

· Career development- key for staff motivation - if a small entity, not much scope to further careers- need to have this factored into business plan.  

· Important advantage of a Trust is the empowerment of the staff who are given more freedom to take risks, be enterprising, capacity to develop and be innovative.

· Will staff enjoy the independence from local government?  

Issues for the Local Authorities to consider: 

· Local Authority representation on any AONB “Arms Length body” may be limited to less than 50% of places and the Authorities will need to accept that the Trust Board has financial control not the authority partners,

· A Trust can be a cost-effective means of delivering Council obligations.

· A Trust can be good news story for the community – providing for their aspirations and bringing benefits for both the Local Authority and the Trust.

· A Trust can be a critical friend for the Local Authority and help both organisations push each other to improve.

· It is important to get this partnership relationship right with clear outcomes from the outset, 
· It is not essential for a Council officer to understand the professional workings of a Trust to be an effective liaison between the Council and the Trust, but some expertise will help in establishing an effective partnership and performance management monitoring arrangements.

· Often Councillors need to be kept aware taking a seat on a Trust Board means that in that seat their first responsibility is the Trust not the Council.  

Conclusions
Moving all or part of the AONB Core Unit outside of local authority hosting is a big step for any AONB Partnership. It involves significant time resources to establish new ways of working and a degree of risk in terms of future viability and management. 

AONB Partnerships need to ask themselves serious questions before embarking on any transfer of core duties to an arms length body – what are the drivers for AONB Partnerships to pursue the resource hungry process of establishing viable arms length bodies?

There appear to be two key motivating factors for AONB Partnerships to pursue setting up arms length bodies: 

a) Independence from local authority hosting constraints and/or 

b) A vehicle for raising and holding non exchequer funds for AONB activities.
If the transfer to a Trust is being driven by a desire for greater independence from the local authorities then two questions should be addressed: 
 a) Will it benefit the delivery of AONB core purposes to have staff at a distance from the local authority? The statutory duties set out in the CROW Act rest with the local authority partners. The local authority performance against these duties should rest within the established democratic process of Council scrutiny.

b) Can a “degree’ of independence for the AONB Core Unit be achieved through easier and less risky methods? – For example, degrees of independence can be achieved by moving the AONB office out of the local authority building and sharing offices with like minded NGO’s. A number of AONBs are looking at opting out of local authority service contract, such as IT provision. These sorts of changes reduce costs and provide degrees of independence without having to take the risk and resource costs involved in setting up a new organisation.
If Trust status appeals because of increased access to non exchequer funding sources then again AONBs should first explore making better use of existing options – For example, partnership bids with partners who can access trust mechanisms, e.g where the NGO trust acts as applicant for AONB Projects.
The case for transferring on-going funding and management of discrete AONB projects to a “trust” mechanism may prove easier to justify and execute that a wholesale shift of the AONB operation – Establishing a Community Interest Company (CIC) could help provide a degree of independence as well as funding security for stand alone AONB Projects – For example see Woodland Riders, Tamar Valley AONB.
If AONB Partnerships do think that setting up an “arms length“ body as the right response to the changing local authority situation then they should ensure they:

· Make the right choices about which AONB duties are best transferred to the “Trust” and what core duties should or could be retained within the local authority,
· Make the right spatial choice for the Trust. Can a Trust vehicle be established to serve a larger area or larger number of AONBs? Is it necessary to establish 33 small, focused Trust mechanisms linked to AONBs across England or is there a more viable prospect through a national or sub national trust working for a number of AONBs?
· Make the ‘right’ choice of individuals to be involved in the Trust Board, 

· Address the biggest challenge that is the viability of any AONB Trust in the longer term as well as the short term challenge of changing to a Trust in the current economic climate. 
· Ensure that any AONB Trust continues good relationship with the AONB Partnership members in the longer term and that local accountability through the local authorities is not compromised,
The separation of core AONB duties that need to continue close attachment with the Local Authority partners from stand alone projects that are part of AONB Management Plan delivery may prove a useful way for AONB Partnerships to move forward and build their relationships with arms length bodies – AONBs should seriously consider greater use of flexible enabling mechanisms such as Community Interest Company, and Community Benefit Societies for sustaining AONB project delivery - especially where projects stretch beyond the 3 Year funding term or bring with them asset legacies or have ongoing needs for staff.
With respect to raising non exchequer funding many AONBs would benefit from the availability of charitable or Trust status as a vehicle for channelling endowments, car parking fees etc toward project delivery – this should not mean that all 34 English AONBs need to establish a stand alone funding vehicle – Surrey Hills AONB are exploring a relationship with the Community Foundation (see Appendix 4) working as a mechanism for receiving and distributing charitable giving targeted at AONB projects.
With the new Community Infrastructure Levy and experiments in offsetting we are likely to see an increasing need to channel private sector funds into AONB delivery either at the individual AONB level or through groups of AONBs working on similar projects.

Devon AONBs should give urgent attention to working with other AONB Partnerships to investigate the merits of establishing a national or sub national mechanism for raising and holding funds generated by individual AONBs or given by a donor for use across a number of AONBs.
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