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Key facts

46

17% 23%

fire and rescue authorities estimated average real-terms fall in number of primary
including stand-alone and reduction in spending power fires in England from 2010-11
county authorities alongside of stand-alone fire authorities to 2014-15

the London Fire and

from 2010-11 to 2015-16

Emergency Planning Authority

12%

14%

2%

22%

5%

36

33

real-terms reduction in spending on fire and rescue services from
2010-11 to 2014-15

reduction in whole-time firefighters between 2010-11 to 2014-15
reduction in number of fire stations between 2010-11 and 2014-15

‘section 114’ reports issued during the 2010 spending review
period by local authority chief finance officers because of
unbalanced budgets

reduction in fatal casualties at fires from 2010-11 to 2014-15

net reduction in government grant to fire and rescue authorities
in 2015-16 compared to 10% for local authorities

authorities that received funding in 2015-16 under the
Fire Transformation Fund

authorities with response standards available on their websites
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Summary

1 The Department for Communities and Local Government (the Department)

is responsible for ensuring the public is adequately protected from fires and other
emergencies. It does this by providing financial resources to fire and rescue authorities,
enabling them to raise their own income, and establishing a statutory framework within
which they must operate.

2 Fire and rescue authorities carry out a range of duties, notably:
e  responding to fires, road traffic accidents, and other emergencies;

e  contributing to national resilience: collectively being able to respond to
up to 4 simultaneous national-level emergencies;

e undertaking preventative activities to reduce the risks of fire; and
e  carrying out safety inspections of business premises.
3  There are 46 fire and rescue authorities in England, comprising:

e 6 metropolitan authorities: stand-alone authorities, serving the communities
of groupings of metropolitan district councils.

e 24 combined authorities: stand-alone authorities, serving the communities
of combined county council and unitary authority areas.

e 15 county authorities: integrated within an individual county council
or unitary authority.

e London Fire and Emergency Planning Authority (LFEPA): a body of the
Greater London Authority.

4  Over the last Parliament, the Department reduced funding for fire and rescue
authorities. Under localism it also provided authorities with greater control over their
spending decisions and withdrew some of the detailed frameworks for monitoring
spending and performance. The Department is clear that fire and rescue authorities are
responsible for organising their own services, and being accountable to local communities.

5  This report examines whether the Department understands the impact of funding
reductions on the financial and service sustainability of fire and rescue services. We do
not think it is contrary to the policy of localism to assess whether the Department has
enough information to understand the impacts of its funding decisions on its objectives
for the sector and duties it has set for fire and rescue authorities.
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Our report

6 This report complements others we have published on the government’s oversight
of local services during a period of funding reduction.! This report has three parts:

e  Part One summarises the impact of funding reductions on fire and rescue authorities.

e  Part Two assesses the extent to which the Department has taken an informed
approach to implementing funding reductions, as well as how it has assisted fire
and rescue authorities to manage reductions.

e  Part Three examines the effectiveness of the Department’s system for providing
assurance on the sector’s financial health and service standards.

7  This report complements The impact of funding reductions on fire and rescue
authorities, our companion report that analyses in detail the impact of funding reductions
on these bodies.?

Key findings

Impact of funding reductions on financial sustainability

8 Funding for fire and rescue authorities has fallen significantly between
2010-11 and 2015-16. Funding for stand-alone authorities fell on average by 28% in real
terms. Once council tax and other income is taken into account, stand-alone authorities
received an average reduction in total income (‘spending power’) of 17% in real terms
(paragraphs 1.6 to 1.7).

9 The sector has coped well with financial challenges to date. There have
been no financial failures, either a fire and rescue authority failing to set a balanced
budget or being unable to finance expenditure in-year. The sector as a whole has
increased financial reserves. However, there are some potential signs of low-level
stress in a number of authorities including local auditors and peer challenge teams
raising concerns in a small number of authorities. While authorities drawing on their
reserves are still few, numbers have grown steadily since 2010-11. However, while this
may indicate financial stress, use of reserves can also form part of a robust financial
strategy (paragraphs 1.13, and 1.22 to 1.25).

1 This includes reports both on local authorities, police, NHS trusts, and further education colleges. For example,
Comptroller and Auditor General, Financial sustainability of police forces in England and Wales, Session 2015-16,
HC 78, National Audit Office, June 2015; and Comptroller and Auditor General, Financial sustainability of local
authorities 2014, Session 2014-15, HC 783, National Audit Office, November 2014.

2 Comptroller and Auditor General, The impact of funding reductions on local authorities, National Audit Office,
November 2015.
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10 Savings have come predominantly from reducing staff costs. Fire and rescue
authorities have a duty to make provision to respond to emergencies, informed by their
assessment of local risk. In this context, authorities have protected appliances and

fire stations but reduced numbers of firefighters. Authorities have largely maintained
appliances and stations as they are key to maintaining response standards and valued
by the public. Fire control, non-uniform and senior firefighter managerial posts have
seen the largest reductions in numbers, but numbers of non-managerial whole-time
firefighters have reduced by around 14% from 2010-11 to 2014-15 nonetheless
(paragraphs 1.16 to 1.20).

11 Fire and rescue authorities have changed the scope of their emergency
response services and the scale of their prevention and protection services

since 2010-11. In general, fire authorities have not changed their emergency response
standards as a result of budget cuts, but sometimes changed the type of appliance that
attends and the weight of crewing. At the same time, prevention and protection services
such as audits and inspections, and fire risk checks have reduced since 2010-11.
However factors in addition to funding reductions, such as greater targeting, could

also underlie these changes (paragraphs 1.30 to 1.33).

12 Despite reductions in funding, and reductions in the number of firefighters
authorities are sending to certain incidents, the number of fires and casualties
have continued their long-term downward trend. Numbers of fires and casualties
have fallen substantially since 2000-01. These trends have continued. Primary and
secondary fires fell by 23.2% and 38.8% respectively between 2010-11 and 2014-15.
Fatal and non-fatal casualties fell by 22.1% and 26.0% respectively over the same
period. Health and safety statistics for firefighters also continued to improve overall
(paragraphs 1.34 to 1.35).

13 Some fire authorities have indicated that their capacity to respond to major
incidents might be compromised by further funding reductions. Fire authorities
are risk-based organisations meaning their services are designed to provide resilience
against major events, rather than to meet average demand. While average demand
has continued to fall, this does not mean that the risk of serious incidents has fallen.
However, data from the Department indicate that the number of fires attended by

5 or more vehicles fell by 31.5% from 2010-11 to 2014-15. This may indicate that the
frequency of peaks in demand faced by fire authorities is reducing. However, it does
not mean that the severity of those remaining peaks has declined. Further analysis of
the Department’s data would be required to confirm this (paragraphs 1.38 to 1.39).
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The Department’s oversight of funding reductions

14 The Department’s understanding of the underlying costs of providing fire
and rescue services is limited. The Department commissioned analysis which found
there were “inexplicable” differences in spending across the sector, implying sizeable
scope for increasing efficiency. Our analysis found that a substantial proportion of the
differences could be explained, for example by local risk factors such as the presence

of industrial facilities which tend to make fire services inherently more expensive. This
suggests the Department needs to improve its understanding of the potential for further
efficiency savings. A better understanding of which authorities are more efficient than
others ought to lead to deeper insight into how less efficient authorities can make further
savings (paragraphs 2.3 to 2.5).

15 There are some gaps in the Department’s understanding of changes to fire and
rescue authorities’ service activities and standards. The Department focuses primarily
on data on outcomes to the public for its understanding of impacts of funding reductions
on services. This means service failings would emerge only once they have occurred.
While it has some awareness of the measures some authorities are taking to reduce costs,
it does not have an overview of the progress of the implementation of key elements of its
efficiency proposals nor the impact on service provision (paragraphs 2.6 to 2.9).

16 While protecting the sector relative to local authorities overall, the Department
has reduced funding most to fire and rescue authorities with the highest levels of
need. The Department gave the sector smaller funding reductions than local authorities
at both Spending Review 2010 and Spending Round 2013. At the same time, fire
authorities with greater needs as defined by the social and demographic factors within
the fire and rescue relative needs formula also received the largest funding reductions.
Following changes to the funding system in 2013-14, in which change in funding is now
driven by levels of local growth rather than change in fire risk, the distribution of funding
may diverge increasingly from need (paragraphs 1.9 to 1.12, and 2.15 to 2.16).

17 The Department is supporting the sector to implement efficiency and
transformation programmes, but some projects are focused on adding wider
value to other sectors rather than reducing long-term costs of fire and rescue.
The Department provided the sector with a £75 million Fire Transformation Fund in
2015-16 to help the sector make long-term cost reductions. A significant element of the
sector’s approach, however, aims as much at adding value to other sectors (such as
adult social care or youth services) as reducing its own costs. The Knight Review raised
questions about the value for money of some of these approaches and the extent to
which they were being used to maintain existing levels of latent capacity, as opposed
to making productive use of the latent capacity needed to provide sufficient fire cover
(paragraphs 2.17 to 2.23).
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Preventing financial and service failure

18 Fire and rescue authorities are subject to legal controls that make it
difficult for them to fail financially. As with local authorities, fire and rescue authorities
have a statutory duty to set balanced budgets, and are thus legally prevented from
running a deficit. A consequence of this is that any pressures resulting from funding
reductions would be more likely to be manifested in service changes than financial
failure (paragraphs 3.5, and 3.8).

19 The Department’s understanding of fire and rescue authorities’ financial
sustainability could be improved. The Department relies primarily on authorities to
self-assess whether they have sufficient funding to maintain their duties, and to raise
concerns about their financial sustainability with the Department themselves. While the
Department gains intelligence on the concerns of senior fire officers through extensive
contacts, it has not to date sought to carry out its own assessments of authorities’
financial sustainability. The Department is currently increasing the robustness of its
financial oversight and considering how to enhance its understanding of risks to
authorities’ financial resilience. These additional efforts should be kept under review
(paragraphs 3.6 to 3.8).

20 The Department’s assurance over national resilience — the ability of fire and
rescue authorities to respond to national incidents - is robust, but stronger in
some areas than others. The Department retains strategic responsibility for national
resilience. It has a well-developed assurance system and oversight provided by a
strategic resilience board. It oversees an annual audit programme which focuses
most on specialised teams and equipment. Some authorities have expressed concern
that ongoing funding reductions would, by reducing their wider operational capacity,
impair their ability to contribute to national resilience. However, the Department has
given authorities a duty to alert it to any gaps in their national resilience capacity, and
established that any such gaps would be considered by the strategic resilience board
(paragraphs 3.12 to 3.13).
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21 The Department has largely devolved assurance over the running of fire and
rescue authorities to a local level, but there are gaps in this localised system.
The fire sector is different from other emergency services in not having an external
inspectorate. The Department relies on local scrutiny (from peers within the sector,
elected councillors, and the general public) to safeguard service standards, governance,
and value for money of each authority. While this is in keeping with its policy of localism,
the Department has not attempted to test the effectiveness of the local systems to
which it has delegated accountability. There are shortcomings in some of these local
arrangements; for example, some authorities think that peer challenges are not always
rigorous and independent. Meanwhile, councillors generally lack independent technical
support, and an absence of standardised information on response standards makes

it hard to compare performance across different authorities. The Department has not
reviewed the effectiveness of peer challenges, but is aware of ongoing efforts within the
sector to strengthen the way they are conducted. However, weaknesses remain which
undermine the assurance the Department can obtain for itself or provide to Parliament,
and create risks to local value for money (paragraphs 3.14 to 3.24).

22 The Secretary of State has a statutory duty to assure Parliament on the
standards of fire and rescue authorities, but the Department’s evidence to support
these statements is limited. In the last assurance statement to Parliament, the then
Secretary of State confirmed he was satisfied that all fire and rescue authorities had
complied with their mandated duties. The underlying work carried out by the Department,
however, relied almost entirely on the duty on authorities to self-certify their compliance.
The Department’s actions were mostly limited to verifying that authorities had published
documents on their websites and that these had been signed off by authority chairs.
While the Department’s position is that authorities are required to manage their own risks
and be locally accountable, it is not making its own assessment of how effectively they
are doing so. Its approach meant it did not reflect concerns raised by the Knight Review
about the effectiveness of local scrutiny in the evidence supporting the last assurance
statement to Parliament (paragraphs 3.25 to 3.28).

Conclusion on value for money

23 Fire and rescue authorities have managed funding reductions since 2010 well:
numbers of fires and casualties have continued to fall and there have been no financial
failures. To ensure the continued financial and service sustainability of the sector in the
context of ongoing funding reductions, we would expect the Department to have a fuller
understanding of the appropriate funding level necessary to support services. Equally

it should oversee an accountability system capable of providing robust assurance that
authorities are maintaining service standards and delivering value for money locally. The
Department needs to improve on both criteria to ensure that it is well-placed to deliver
value for money in the future. In particular, it has weak assurance over the effectiveness
of the local accountability system for fire and rescue, and this needs to be strengthened.
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Recommendations

Delivering further savings

a The Department should improve its understanding of the capacity of the
sector to deliver further savings and the likely implications of funding
reductions by:

assessing the potential for different authorities to make further
efficiency savings by examining underlying costs and assessing
efficiency measures they have taken; and

analysing the factors behind the long-term downward trend in fires and
casualties, seeking in particular to identify the contributions made by
the preventative and response activities of fire and rescue authorities.

Supporting transformation

b  The Department should assess the likely impacts of different types of service
transformation on cost reduction and service improvement. In particular
it should work with the sector to assess the value for money of activities which
primarily add value for other sectors and the extent to which these activities are
able to address the sector’s own financial challenges over the current Parliament.

Strengthening assurance

¢ The Department should strengthen its assurance on the operational
performance of the sector by:

widening the scope of national resilience assurance, to include an
assessment of whether authorities’ local operational capacity is adequate
simultaneously to contribute at major incidents and maintain local

service levels;

consulting the sector on ways in which the peer challenge system
could be further strengthened, potentially by involving the Chief Fire and
Rescue Adviser;

encouraging authorities to standardise the format of operational targets
and performance reporting; and

gathering substantive evidence to support the Secretary of State’s
assurance to Parliament.
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Part One

Impacts of funding reductions on
financial sustainability

1.1 Since 2010-11, government funding for fire and rescue services has changed
in both scale and structure. This part examines the:

e  structure of the fire and rescue sector;

e financial challenges faced by the sector;

®  response of the sector to funding reductions; and

e  impacts of financial pressure on financial and service sustainability.

Structure of fire and rescue sector

1.2 Fire and rescue services are delivered through a range of different bodies with
varying governance and funding arrangements (Figure 1). These differences have
implications in relation to the potential impacts of funding reductions on the service.

1.3 As part of broader organisations, county fire authorities and the London Fire and
Emergency Planning Authority (LFEPA) can access the wider resources and reserves
of the broader corporate body. Equally, fire and rescue service budgets can be used
to support alternative corporate objectives.

1.4 As single purpose bodies, metropolitan and combined authorities do not have
direct access to alternative resources and have no means of moderating reductions
in government grant other than the reserves they hold directly.
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Figure 1

Structure of the fire and rescue sector

Type/number
Metropolitan fire authorities (6)

Combined fire authorities (24)

County fire authorities (15)

London Fire and Emergency
Planning Authority (1)

Status/coverage

Single purpose bodies
covering multiple metropolitan
district councils

Single purpose bodies
covering combined county
and unitary authority areas
or multiple unitary authorities

Fire and rescue services within
a single county council (11)
or a single unitary authority (4)

Functional body of the Greater
London Authority covering all
local authorities in London

Governance

Board drawn from councillors
from constituent councils

Board drawn from councillors
from constituent councils

Part of overall county
council or unitary authority’s
governance arrangements

Board includes nominees
from the London boroughs,
London Assembly and

Core funding

Locally retained business
rates, government grant and
a precept on council tax from
constituent councils

Locally retained business
rates, government grant and
a precept on council tax from
constituent councils

Funded from council’s income.
Budget is negotiated locally.

Funded from Greater London
Authority’s income. Government
grant for fire and rescue is

Mayoral appointees identifiable but budget is

negotiated locally.

Source: National Audit Office analysis of Department for Communities and Local Government data

Funding challenges faced by fire and rescue authorities

Funding pressures

1.5 In 2015-16, the government provided £1 billion in revenue funding for fire and
rescue services in England through locally retained business rates and revenue support
grant. In addition, £32 million was provided through fire revenue grant and £30 million
through the fire transformation fund. Fire and rescue authorities also received council tax
freeze funding, worth an estimated £20 million.?

1.6 This funding has reduced substantially since 2010-11 (Figure 2 overleaf). Our
analysis shows that government funding for stand-alone authorities fell on average
by 27.8% in real terms. Within this group metropolitan authorities saw a real-terms
reduction of 33.9%, compared to 25.9% for combined authorities. We estimate that
government funding for LFEPA fell by 20.2%.*

3  Estimate for council tax freeze income applies solely to stand-alone authorities.
4 LFEPA figure is based on funding from government identified in LFEPA’s annual budget. This is not wholly comparable
with the figures for stand-alone authorities.
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1.7 The Department measures the impact of reducing income on local authorities

of all types via ‘spending power’. This indicator aims to capture the main streams of
government funding alongside council tax. On average, spending power for stand-alone
authorities fell by 16.9% in real terms, including a 25% average fall for metropolitan fire
and by 16.1% for combined authorities.® We estimate that spending power for LFEPA fell
by 19.2% over this period.

1.8 County and unitary authorities with fire and rescue services saw an average
reduction in spending power of 18.4% in real terms. This represents the change in the
funding envelope in which the fire and rescue budget was negotiated locally, rather than
the precise reduction in the amount of government funding for the service. This figure
cannot be isolated from the councils’ overall government grant.

Figure 2
Change in government funding and spending power, 2010-11 to 2015-16

Median change (%) (in 2014-15 prices)
0.0

-6.0

-10.0

-156.0

-20.0

-25.0

-30.0

-35.0

-40.0

-45.0

Metropolitan fire Combined fire Stand-alone authorities
authorities authorities (total of metropolitan and
combined authorities)

B Government grant

Spending power

Notes
1 Chart shows aggregate change in government funding for each type of authority as a whole.

2 Chart shows change in a weighted index. See methodology available at:
www.nao.org.uk/report/financial-sustainability-of-fire-and-rescue-services/

Source: National Audit Office analysis of Department for Communities and Local Government data

5  We have calculated the change in government funding and spending power using a chain-linked index. The change
figure shows change in a weighted index and cannot be used to estimate absolute change in funding.
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Spending power and need

1.9 There are variations in reductions between different authorities. This reflects
differences in the level of grant dependency between different fire authorities. Those
that traditionally received a larger share of their income from government grants rather
than council tax have seen a correspondingly larger reduction in spending power.

1.10 Grant-dependent areas tend to be those with higher levels of need. Need in
fire and rescue is assessed through the Department’s relative needs formula which
defines need both in terms of levels of risk associated with particular populations
or industrial facilities, as well as the differing costs of providing services in different
areas. Fire authorities assessed as having higher levels of need tend to have seen
larger reductions in spending power (Figure 3).

Figure 3
The relationship between spending power reductions and need
in stand-alone authorities

Fire authorities assessed as having higher levels of need tend to have seen larger reductions
in spending power

Change in spending power 2010-11 to 2015-16 (in 2014-15 prices)
0

-~
~
-~
-~

o~~.2
20 g ®

-~

-25 ® ®

0.0004 0.00045 0.0005 0.00055 0.0006 0.00065 0.0007

Fire relative needs formula 2013-14 (standardised by population)

@ Stand-alone authorities
—-- Trend line
Notes

1 R2=0.4138.

2 Change in spending power represents change in a weighted index, see methodology available at:
www.nao.org.uk/report/financial-sustainability-of-fire-and-rescue-services/

Source: National Audit Office analysis of Department for Communities and Local Government data
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The weakening of need in the funding system

1.11 In 2013-14 the Department introduced the business rates retention scheme, under
which funding for local government has been partly localised. The Department intends
this to incentivise local authorities to pursue economic growth. While acknowledging
fire and rescue authorities have little or no influence over growth, the Department
included them in the scheme.

1.12 Under the previous funding arrangement, need formed an important element of
the funding system. The level of need in 2013-14 was built into the baseline funding for
the new system but the needs formula is no longer updated. Local variation in grant
allocations is now driven by levels of local growth rather than change in need.

Fire and rescue authorities’ responses

Raising additional income

1.13 Fire and rescue authorities have not been able to offset reductions in government
funding by using income from other sources:

e |ncome from council tax, once adjusted to account for the localisation of council
tax support, grew by 2.6% on average in real terms from 2010-11 to 2014-15 for
stand-alone fire authorities and fell by 0.1% for county fire authorities.

e Income from sales fees and charges for the sector as a whole fell by 21.9% in
real terms from 2010-11 to 2014-15 to £33 million.

e In general, fire and rescue authorities have not used reserves to offset reductions
in funding. Between 2010-11 and 2014-15, stand-alone fire and rescue authorities
increased their total reserves by 66.6% in real terms.

Reducing spending

1.14 Spending on fire and rescue services fell by 12.1% in real terms between 2010-11
and 2014-15 though there is significant variation between authorities (Figure 4).

1.15 In general fire and rescue authorities’ reductions in spending reflect their reduction
in spending power. This is not always the case for county fire and rescue authorities,
however. They are funded through the overall income received by the council, which
therefore has the opportunity to supplement the funding for the fire service from other
budgets. As a consequence, spending reductions in many county fire and rescue
authorities are low.
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Figure 4
Change in service spend 2010-11 to 2014-15

There is significant variation in spend between fire and rescue authorities

Percentage change in service spend 2010-11 to 2014-15 (in 2014-15 prices)
5

-20

W Other fire authorities

County fire authorities

Note
1 Shows spend on fire and rescue services for all authorities. For stand-alone authorities spend on central services is also included.

Source: National Audit Office analysis of Department for Communities and Local Government data

Delivering savings

Reducing staffing costs

1.16 Net savings to date have come exclusively from reductions in staffing costs.

Total spending on employees fell by 14.9% in real terms between 2010-11 and 2014-15.
Spending on running costs, which includes expenditure on transport, premises,
support services and outsourcing grew by 2.1%.

1.17 Partly this reflects the structure of the cost base of fire and rescue authorities.
As a direct provider of services, 77% of their cost base in 2011-12 comprised pay and
pensions. In contrast other services provided by councils have commissioning based
service models where savings come from re-tendering or renegotiating contracts.

1.18 The focus on employee costs also reflects the priority placed by fire authorities
on maintaining appliances and stations. Authorities we spoke to stressed that these
were valued by the public and are key to emergency response. Consequently, the
reduction in these resources has been relatively small so far (Figure 5 overleaf).

1.19 Staff costs have reduced partly by the national wage freeze over this period, but
mainly by reducing staff numbers. Reductions have been greatest in fire control staff
as several authorities have merged their fire control functions, and in non-uniformed
staff as authorities have reduced back-office costs.
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Figure 5
Change in staffing levels, appliances and fire stations

Fire authorities have prioritised maintaining their number of appliances and fire stations and made
larger reductions in staffing

Percentage change 2010-11 to 2014-15

° |
-2'0
-10
-13.5

&)

-20
-25
-30.3
-30
-35
Fire Control Non-uniform Whole-time Retained duty Number of Number of
staff firefighters firefighters pumping fire stations

appliances

Source: National Audit Office analysis of Department for Communities and Local Government data

1.20 Whole-time and part-time (retained) firefighter numbers have also fallen. Among
whole-time firefighters, senior posts have seen the larger reductions (17.1%), relative

to other managerial (11.9%) and non-managerial (14.2%) posts. All reductions in firefighter
posts have come via ‘natural wastage’ (eg retirement) or voluntary redundancy.

Collaboration and integration

1.21 There is some evidence that fire authorities have sought to integrate and
collaborate with other authorities in pursuit of savings:

e  Mergers of fire authorities — Dorset and Wiltshire will merge from April 2016. This

will be the only full merger to have taken place in the context of austerity.

e  Operational collaboration between fire authorities — most strongly in relation to fire
control. However, much activity is based on Departmental funding after the failed
national FireControl programme in 2010.

e  Organisational collaboration with other public bodies — some authorities with strong
links to other local bodies, such as in Greater Manchester, are starting to introduce
shared service schemes.

e  ‘Blue light’ collaboration — growing multiple forms of collaboration, including shared
stations, with ambulance, public health and police sectors.

The scale of savings to date, or potentially available in the future is not clear.
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Impacts on financial and service sustainability

Financial sustainability

Stand-alone authorities

1.22 While reserves among stand-alone authorities have grown overall, an increasing

number of authorities have more recently begun drawing on their reserves. This is not
necessarily a sign of financial stress, as drawing on reserves can form part of a robust
financial strategy. However, it is notable that while no stand-alone authorities drew on

reserves in 2010-11, over a fifth (21.4%) did so in 2014-15.

1.23 Other potential indicators of financial stress suggest that the sector has coped
well. There have been no section 114 reports produced for fire authorities which are
necessary if an authority were unable to balance its books. Equally, no fire authorities
have had their accounts qualified.

1.24 However, underlying these high-level indicators there are some potential signs of
stress. Annual governance returns show that auditors raised concerns over aspects of
the financial health of 5 stand-alone authorities in 2013-14. Peer challenges of fire and
rescue authorities, which do not focus on financial sustainability, nonetheless highlighted
financial concerns in 2 stand-alone authorities. There were 10 stand-alone fire authorities
(out of 30) that had either used reserves in 2014-15 or had some indication of financial
pressure in either their most recent annual governance report or peer challenge.

County authorities and LFEPA

1.25 Assessing the financial health of county fire authorities and LFEPA is more complex
as there is less financial information available. For instance, county fire services do

not hold identifiable reserves, while LFEPA’s reserves are under the ultimate control of
the Greater London Authority. All these bodies have had peer challenges and 2 made
specific reference to financial concerns. One raised questions about the long-term
sustainability of the service in its current configuration given the financial pressure

facing the county council.

Service impacts

1.26 As with local authorities, the legal imperative on fire and rescue authorities to
balance their books means that financial pressures are likely to be passed through into
services. Currently fire and rescue authorities provide two principal services: emergency
response and fire prevention and protection.

Impacts on emergency response

1.27 The defining feature of the emergency response service provided by an authority

is its response standard: the time in which it aims to reach each incident. We have been
able to identify 33 sets of standards from 46 fire authorities. Several have changed since
2010-11, but only 1 authority has linked the change to budget pressures.
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1.28 Case study authorities indicated that they have changed aspects of their response.
This includes:

e  Sometimes responding with smaller appliances that have reduced crew levels,
for example to less serious incidents.

e  Reducing crewing levels on standard pumps.
e  Changing crewing arrangements for specialist appliances.

1.29 Core emergency response service remains largely the same in that fire authorities
plan to reach incidents in the same time, but the nature of the resource that they send
to each incident could have changed.

Impacts on prevention and protection

1.30 Fire and rescue authorities have a statutory duty to provide prevention and

protection services, though there is no minimum standard specified. While some
authorities have increased some of these activities, across the sector as a whole
these activities have reduced since 2010-11 (Figure 6).

Figure 6
Changes in fire prevention and protection activity

The amount of prevention and protection activity has reduced across the sector
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1.31 There may be factors in addition to funding reductions behind some of these
changes, however. Time spent on campaigns, for instance, was falling before 2010-11.
The Department believe that these reductions have been driven by greater targeting of
activity on high risk groups.

1.32 The most noticeable reductions in fire safety check activity have taken place since
2010-11. Nonetheless, the Department argues that this may also be partly explained

by authorities targeting their activity; time spent on checks at properties where the
householder is disabled increased by 29.7% from 2010-11 to 2014-15. It also points

to the fact that a higher percentage of homes now have smoke alarms.

1.33 Evidence from our case studies suggests that some, but not all, authorities had
reduced their prevention and protection work in response to funding reductions. The
West Midlands and the London Fire Brigade, in particular, mentioned the potential impact
of staff reductions on delivering their protection work. However, London Fire Brigade has
made productivity improvements, such as the introduction of new ways of working, that
it feels have offset reductions in staffing to date. London Fire Brigade has also avoided
making further reductions in this front-line service area.

Service outcomes

1.34 While some fire authorities have changed the nature of their services since 2010-11,

it does not appear that there have been adverse implications for service outcomes. Average
response times have increased slightly over this period from 8 minutes 16 seconds in
2010-11 to 8 minutes 24 seconds in 2013-14, but the main outcomes in terms of fires and
casualties have continued their long-term pattern of improvement — Figure 7 overleaf.

1.35 Health and safety statistics for firefighters have also continued to improve. The total
number of firefighters injured between 2010-11 and 2014-15 fell at a comparable rate to
the preceding five-year period. Injuries at special service incidents such as road traffic
accidents and floods increased by 10.1%, however.

Risk and resilience

1.36 Fire authorities we spoke to stressed that they were risk-based organisations
designed to provide resilience against major events or multiple simultaneous incidents,
rather than meet average demand. For example:

o  Over the last 5 years the West Midlands fire and rescue service have had an
average of between 2 and 5 appliances in use in any 5 minute period. However,
its maximum utilisation rate over this period ranges from 20 to 40 appliances.

e Lincolnshire fire and rescue service had an average mobilisation rate measured over
a day of between 22 to 28 appliances since April 2010.8 This includes four peaks
when 50 appliances were mobilised and one where 80 appliances were involved.

6  Averages calculated over full years from April to March for 2010-11 to 2014-15, and for the part-year
April to August 2015.
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Figure 7
Change in key fire and rescue service outcomes

There has been a long-term reduction in the numbers of fires and casualties
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1.37 While average demand for their services has continued to fall, fire authorities
maintain that they need to be resourced to respond to high risk events. A number felt
their capacity to respond was becoming compromised by funding reductions.

1.38 Fire and rescue authorities collect data on major incidents and this is reported

to the Department through its incident recording system. The Department does not
publish this data. However, data provided for this study by the Department shows that
the number of fires requiring 5 or more vehicles (of any type), an indicator it believes
to be a reasonable proxy for a large incident, has fallen by 31.5% from 2010-11 to
2014-15. The total number of fires has fallen by 32.3% over the same period. While
this of course does not mean that fire authorities are not faced with the same peaks

in demand, this may indicate that the frequency of these peaks is reducing. Further
analysis of the Department’s data would be required to confirm this, however.
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Future sustainability

1.39 Case study authorities we spoke to indicated that they expect significant funding
reductions to continue and that they will meet their legal obligations and balance their
books. However, given the savings made to date, a number anticipate that further
savings will only be possible via further reductions in firefighters. Some authorities were
concerned that this may potentially degrade the overall service offer, as falling staff
numbers may lead to fewer appliances and stations. One authority was also concerned
that further firefighter reductions might increase risks to firefighter safety. Another was
concerned that staff reductions would prompt industrial action.

1.40 These fears may not be realised and the performance of the sector over the

last five years has been strong. Furthermore, not all authorities have introduced key
proposals endorsed by the Department such as changes in shift patterns, higher
levels of collaboration and an increase in retained firefighters. However, given the cost
base of the sector, finding year-on-year savings while protecting firefighter levels will
be increasingly difficult.



24 Part Two Financial sustainability of fire and rescue services

Part Two

The Department’s oversight of
funding reductions

2.1 In this part we examine the Department’s role in overseeing funding of fire and
rescue authorities. In carrying out this role, we would expect the Department to:

e take informed funding decisions and monitor the impacts of these decisions; and

e  support fire and rescue authorities to manage funding reductions.
Understanding impacts

Understanding costs

2.2 In 2012, the Department commissioned Sir Ken Knight, then Chief Fire and Rescue
Adviser, to review the potential of the sector to find efficiencies. This report forms the
core of the Department’s understanding of the potential of the sector to realise efficiency
savings. The Department responded to the Knight Review in a statement to Parliament,
identifying a number of findings it wanted to build on, though it did not publish a formal
response which addressed all of Sir Ken’s points.”

2.3 Reporting in 2013, the Knight Review found there were “inexplicable differences

in the expenditure of different fire and rescue authorities”.® The implication was that
some authorities were simply more efficient than others. The Knight Review concluded
as a result that there was significant scope for the sector to increase efficiency. It stated
that if all those spending more than the average per resident were able to reduce to the
average there would be an overall saving of £196 million annually.®

7 Hansard HC, 15 July 2014, cols 48-49WS.

8  Sir Ken Knight, Facing the Future: Findings from a review of the efficiency and operations of fire and rescue authorities
in England, Department for Communities and Local Government, 2013, pp 7, 16.

9  Sir Ken Knight, Facing the Future, 2013, p 22.
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2.4 We performed our own analysis of the differences in spending across fire
authorities, using a more sophisticated model than that used in the Knight Review.
Our analysis indicates that a substantial proportion of variation in spend per capita can
be explained. We found 48% of variation in spend could be explained by local factors
which are outside of the control of authorities. This includes, for example, the presence
of particular social groups or industrial facilities, and higher underlying costs of service
provision in different places. This suggests that to some degree, therefore, difference
in spending levels reflects intrinsic differences in the underlying costs of providing
services in different areas. We also found, however, that a further 14% of variation in
spend could be attributed to factors within the control of authorities, ie local decisions
about staffing models and pay.

2.5 Our analysis does not invalidate the Knight Review’s conclusion that there is
scope for the sector as a whole to improve efficiency. It does, however, highlight that
the Department’s understanding of the costs of providing fire and rescue services in
different areas could be improved. Otherwise, there is a risk the Department will simply
view higher spending authorities as being inefficient and lower spending authorities

as efficient. With a more sophisticated understanding of which authorities were more
efficient, the Department could better understand the potential size of savings available
across the sector. It might also be able to better target its efforts to assist the sector

to make savings.

Savings measures and impacts on services

2.6 The Department collects activity and operational data, enabling it to observe
trends in staffing and activities. The Chief Fire and Rescue Adviser has, when requested,
successfully obtained snapshots of the operational capacity (ie numbers of appliances
crewed and available to respond to incidents) in every fire and rescue service.

10 The full methodology and results from our analysis are available at: www.nao.org.uk/report/financial-sustainability-of-
fire-and-rescue-services/



26 Part Two Financial sustainability of fire and rescue services

2.7 At the same time there are gaps in the Department’s understanding of the impacts
of its funding reductions at a local level:

e  The Department is aware — for example, through regular contact with chief fire
officers — of some fire authorities implementing some of the measures suggested
by the Knight Review. However, it does not see its role as being to monitor this
systematically. It relies on fire and rescue authorities to manage their own budgets,
and does not it review how they are planning to reduce costs within medium-term
financial strategies, nor whether auditors are raising concerns about their ability to
deliver savings. The Department therefore lacks its own detailed overview of how
far advanced authorities are in implementing cost reduction strategies.

e  The Department does not analyse the capacity of individual authorities to achieve
cost savings. Some authorities we spoke to described barriers to implementing
measures suggested by the Knight Review. For example, rural authorities such
as Lincolnshire, Wiltshire and Dorset already have high proportions of on-call
firefighters. This makes it more challenging to reduce whole-time firefighters and
limits their scope for more flexible shift patterns and crewing arrangements. The
Department has not said how it expects such authorities to make future cost
savings from staffing.

e  The Department knows some authorities are altering response standards, but does
not hold response standard data for the sector as a whole. It is thus poorly placed to
assess whether funding reductions are leading to a weakening of these standards.

Assessing impacts on outcomes for the public

Understanding outcomes

2.8 The Department’s primary approach to monitoring the impacts of funding reductions
is to focus on outcomes. The Department has adopted fire-related casualties as a key
indicator of the impacts of funding reductions. These figures have followed a long-term
downward trend. The Department says this reflects high numbers of smoke alarms and
fire safety advice provided by fire and rescue authorities.” The Knight Review also pointed
to additional factors, such as government regulations on flame-retardant furniture.'2

2.9 However, while the Department knows that different factors have contributed to
improved outcomes in recent years, it does not have a detailed understanding of the
contributions made by different factors to this declining trend. In particular it does not
have a clear view of the contribution made by fire and rescue authorities as a whole or
the different services they provide. It is not, therefore, well-placed to assess the potential
impacts on fire outcomes of reductions in fire and rescue authorities’ preventative
activities, or their broader response activities.

11 Auvailable at: http://dclgapps.communities.gov.uk/indicators/fire-related-casualties-per-100000.html
12 Sir Ken Knight, Facing the Future, 2013, pp 38, 71.
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Understanding risk

2.10 Core responsibility for understanding risk lies with the fire authorities. Since 2003
they have been required to assess all foreseeable fire and rescue related risks to their
communities and reflect these in an integrated risk management plan. Our case study
authorities contained strong evidence of the use of local risk data such as variation in
demand by time of day, location or property type to shape local services. For instance,
West Midlands has carried out detailed work, using commissioned academic research,
on different aspects of fire risk to life in domestic properties. This supported the design
of its response arrangements.

211 In contrast, the Department has taken an outcomes-based rather than a risk-based
approach to its oversight of the sector. This makes it more difficult to detect in advance
where service reductions could be reducing risk cover. The Department might only become
aware that some authorities had made imprudent service reductions after the fact.

Assessing proposed reductions at Spending Round 2013

2.12 At Spending Round 2013, the Department assessed the impacts on fire and rescue
of a proposed 10% reduction in central government’s funding for local government in
2015-16. Its assessment was more comprehensive than several we have previously
reviewed from other departments (Figure 8).

Figure 8
Spending Round 2013: Departmental commentary on a proposed
reduction to fire and rescue funding

Department for Communities
and Local Government

Estimated above-inflation spending pressures on local services v

Estimated efficiency savings or savings through reducing services
offered, or both

Estimated potential impacts of savings on local services (4
Reference to joint working/collaboration
Analysis broken down by region or types of authority X

v/ Provided quantitative estimate
Provided qualitative description

X Did not provide this analysis
Note
1 For comparison with service areas owned by other departments, see Comptroller and Auditor General,

Financial sustainability of local authorities 2014, Session 2014-15, HC 783, National Audit Office,
November 2014, Figure 7.

Source: National Audit Office analysis of departmental Spending Round 2013 submission documents
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2.13 At the same time, the methodology underpinning its assessments was relatively
crude. Assuming that fire and rescue authorities would have all but exhausted their
scope to make short-term efficiency savings by 2015, it translated proposed funding
reductions directly into a loss of firefighter posts and increases in risks of service cuts
and disruption.

2.14 It used this analysis to argue that fire and rescue authorities should be relatively
protected, with their reduction in government funding capped at 7.5%. In addition,

it secured extra funding to assist authorities to invest in measures to reduce costs
long term. This additional funding went towards the Fire Transformation Fund
(paragraph 2.17), which while awarded for specific projects was un-ringfenced.

The effect of this funding was to limit the sector’s funding reduction to 5% in net terms.

Supporting the sector

Changes to the funding system

2.15 The Department has sought to support the sector in managing funding reductions
by moderating the scale of reductions. At Spending Review 2010, covering the period
2011-12 to 2014-15, the Department reduced funding to the sector less relative to local
authorities, as fire is an emergency service. Additionally, it made the reductions less
steep in earlier years to give authorities more time to adapt. However, this ‘back-loading’
appeared to apply to combined authorities but not to metropolitan authorities, where
funding reductions have been in line with local authorities without fire and rescue
services (Figure 9). In the Department’s view this reflected the inclusion of updated
data in the fire needs formula in 2011-12 which indicated that need in metropolitan fire
authorities had fallen relative to combined authorities.

2.16 The Department has also provided other measures of protection:

e Business rates: In 2013-14, the Department introduced the business rates
retention scheme, under which local authorities and fire and rescue authorities
retain around half of the business rates they raise locally. In including them within
the scheme, it protected them by designating them all ‘top-up’ authorities. This
means their local share of business rates income is topped-up each year to protect
against volatility in business rates returns.

e  Council tax: Since 2012-13, the Department has set annual limits on the increases
that can be made to council tax without holding local a referendum. Responding to
representations from the sector, in 2012-13 it allowed fire authorities with the lowest
council tax rates to increase their council tax precept by up to £5 if this yielded a
greater sum than the limit of 2%.

e  Formula grant: In 2011-12, the Department altered its funding formula to include
new need factors such as population density. Ultimately, however, the outcome
was that fire authorities assessed as having higher levels of relative needs received
greater funding reductions relative to those with lower need, some of whom saw
funding increases in 2011-12 and 2012-13.
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Figure 9

Change in government funding from 2010-11 to 2015-16

Metropolitan fire authorities have seen greater reductions in government funding
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Support for efficiency and transformation

2.17 The Knight Review highlighted a range of ways fire and rescue authorities could
increase efficiency by restructuring and collaborating. The Department put the need for
such service transformation at the heart of Spending Round 2013. In 2015-16, this resulted
in a £75 million Fire Transformation Fund, made up of £30 million revenue funding and

£45 million capital. This was distributed among 37 projects, involving 36 authorities, all of
which were evaluated by the Department as representing value for money. It expects them
to lead to over £300 million in savings over 10 years for the public sector as a whole.'®

2.18 While the Department believes these projects will help fire and rescue authorities save
money, its view was that the sector needed to be financially incentivised to pursue them.

13 Available at: www.gov.uk/government/news/fire-services-improvement-fund-public-get-a-win-win-better-local-

services-and-at-lower-cost
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Realising benefits of transformation

2.19 Unlike many other local government and emergency services, demand is falling
in the fire sector. However, as fire and rescue authorities are risk-based, designed to
provide resilience against major events rather than meet average demand, authorities
are reluctant to reduce operational resources in line with demand. Consequently many
transformation projects concentrate on using latent capacity in the sector that has
increased as average demand has fallen faster than operational resources.!

2.20 Many authorities have addressed latent capacity directly by reducing staffing.
Others have focused on making it more productive by adding value to other sectors,
including ambulance services, social care, and youth services. Providing benefits to
other sectors is the opposite to our recent findings on police services where a number
of forces stated that financial pressures in health and local government were generating
additional unfunded demand for police services.'

2.21 Examples of initiatives by fire and rescue authorities focused on latent
capacity include:

e  Working with vulnerable adults: Cleveland Fire Authority uses its home safety
visits to reduce both fire risk and demands on the NHS. When visiting elderly
residents, firefighters address hazards which might lead to slips, trips and falls,
and provide health advice.

e  Working with disadvantaged youths: Drawing on the positive image of the fire
service, Greater Manchester Fire and Rescue Authority has established hubs in
deprived areas to engage with young people. It provides apprenticeships, a cadet
service, and Prince’s Trust activities. In one fire station it has built a climbing wall,
while others host boxing clubs. It has also developed a joint service with Salford
City Council to support troubled families.

e Co-responding: For 15 years Lincolnshire Fire and Rescue Service retained
firefighters have co-responded to medical emergencies with East Midlands
Ambulance Service and Lincolnshire Integrated Voluntary Emergency Service.
Utilising retained duty staff and the geographical spread of its fire stations, the
service is often able to arrive at an incident first, where firefighters can apply first aid
and support a patient until an ambulance arrives. The service receives around 50%
of the costs from the local Health and Wellbeing Board. Recently it has built on this
service to acquire 3 fire-ambulances, driven by firefighters, in a pilot programme
supported by a one-year grant of £0.49 million from the Department.

14 Sir Ken Knight, Facing the Future, pp 42-43.
16 Comptroller and Auditor General, Financial sustainability of police forces in England and Wales, Session 2015-16,
HC 78, National Audit Office, June 2015, para 2.27.
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2.22 The Knight Review questioned the value for money of some of these types of
approaches. Sir Ken suggested authorities should consider the extent to which such
approaches were being used to maintain existing levels of latent capacity, as opposed
to making most productive use of the latent capacity they had to maintain. He also
suggested that where fire authorities sought additional funding for such work, partner
bodies would need to evaluate whether this represented better value for money than
using other staff.'® The Department did not address these questions in its response
to the Knight Review.

2.23 A number of our case study authorities placed great emphasis on the potential
benefits to the public sector as a whole of this broader role for fire and rescue
authorities. The Chief Fire Officers Association has been working with the public

health sector to attempt to quantify the benefits of firefighters’ home safety visits,

and has published a Consensus Statement with partners on how the fire service can
improve health and wellbeing. This includes expanding the scope of home safety visits
to tackle health risks, including identifying frailty among the elderly and fitting home
improvements to reduce risks of trips and falls.!” In general, however, there is a lack

of evidence to assess whether firefighters are the most appropriate people to carry
out wider duties. Under the Fire Transformation Fund the Department has approved a
number of projects designed to make use of latent capacity. It has asked the authorities
in receipt of funding to provide periodic self-evaluations of these projects, and has said
it plans to carry out its own evaluation. It has not clarified to date if it will continue to
offer such funding, a decision that is likely to be dependent on the outcome of future
spending reviews, and there is a lack of clarity in the sector as to how the sector can
fund these approaches itself.

On-call firefighters

2.24 On-call firefighters are part-timers who typically do other jobs in the local area, and
mobilise when their station receives an emergency call. Generally they are paid a retainer
equal to 10% of a whole-time salary, plus a fee for attending training and incidents.
Traditionally they have been used most in more rural areas. In 2014-15 they made up
30% of total firefighters. The Knight Review suggested if this were increased to 40%

this could result in savings of up to £123 million. On-call firefighters declined though by
10.8% from 2010-11 to 2014-15.

16 Sir Ken Knight, Facing the Future, 2013, p 43.
17  Chief Fire Officers Association, Consensus Statement on Improving Health and Wellbeing, October 2015,
available at: www.cfoa.org.uk/20354
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2.25 Several authorities with a tradition of using retained firefighters told us that
maintaining on-call firefighter numbers was challenging: the decline in incidents makes
the role less remunerative and fulfilling. Declining availability of on-call firefighters
increases risks of fire stations becoming non-operational at times if numbers available
for duty fall below minimum levels. Some authorities have been seeking to bolster their
numbers by adopting co-responding to medical emergencies to provide increased job
satisfaction and payments for retained firefighters. Another approach, which Wiltshire is
piloting, is to introduce a salary scheme for on-call firefighters.

2.26 Among those authorities we spoke to that did not already make extensive use
of on-call firefighters, Cleveland had embarked on a major recruitment programme
for on-call firefighters while reducing the number of whole-time firefighters as part of
its efficiency measures. Others did not feel this was realistic, citing concerns about
recruitment and retention, the ability of on-call firefighters to keep up with training and
impacts on the operational resilience of their service. Through the Fire Transformation
Fund, the Department has provided assistance to 11 authorities, including Cleveland,
to recruit on-call firefighters. It is unclear whether this will increase the proportion of
on-call firefighters nationally.
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Part Three

Preventing financial and service failures

3.1 Inthis part we examine the system the Department has put in place to obtain
assurance that fire authorities will:

e remain financially sustainable; and

° be able to maintain their services.

Accountability system for fire and rescue

3.2 The Department’s accounting officer is accountable to Parliament for the
stewardship of the resources given to fire authorities.'® The Department publishes
an accountability system statement, setting out the network of duties and reporting
relationships on which it relies to obtain assurance (Figure 10 overleaf).

3.3 There are some similarities with the accountability system for local government.'®
Key features include:

e | egal duties for fire authorities to set balanced budgets and ensure
they have adequate reserves.

e | ocal democratic accountability, with authorities being made up of
locally-elected councillors.

e  Emphasis on the sector to provide peer support in the event of poor
performance, but with legal powers for the Department to intervene
where serious risk of failure occurs.

18 Department for Communities and Local Government, Accountability System Statement for Local Government and for
Fire and Rescue Authorities, 2015, p 21.

19 Comptroller and Auditor General, Financial sustainability of local authorities 2014, Session 2014-15, HC 7883,
National Audit Office, November 2014, paragraphs 3.2-3.
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Figure 10
Accountability system for fire and rescue
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3.4 There are also unique features of the system for fire and rescue:

e  The Department maintains a Fire and Rescue National Framework for England,
(the Framework) setting out the government’s objectives for fire authorities.?°

e  Under the Framework, authorities must assess how their operations will address
local risks, in integrated risk management plans. They must also publish annual
statements of assurance, covering financial, governance, and operational matters.

e  The Secretary of State has a statutory duty to report to Parliament every two years
on the extent to which authorities are acting in accordance with the Framework.2!

e  The Department retains strategic responsibility for national resilience.
It commissions annual audits of authorities’ national resilience capabilities,
and chairs a Strategic Resilience Board which brings together authorities,
departments, and other partners.

e  The Chief Fire and Rescue Adviser, an official within the Department but appointed
by the Queen, has statutory powers to obtain information on the manner in which
fire and rescue authorities are discharging their functions.??

Preventing financial failures

Assurance on financial sustainability

3.5 As with local authorities, legal restrictions on running deficits mean in effect that fire
and rescue authorities cannot become insolvent. We have recognised the effectiveness
of the accountability system for local government in preventing financial failure. At the
same time, we criticised its weaknesses in highlighting the extent of financial pressures
that may be building up within local authorities, and for failing to assess the extent to
which funding pressures are passed through to services.?®

3.6 The Department has begun trialling a review of a sample of annual accounts, in
order to highlight themes in the financial challenges affecting both local authorities and
fire and rescue authorities. However, the Department does not conduct annual reviews
of the effectiveness of the accountability system for fire and rescue, in contrast to that
for local authorities.

3.7 The Department has an extensive network of contacts with senior officers throughout
the sector, and meets with them frequently. It also has quarterly meetings with the Local
Government Association and Chief Fire Officers Association (CFOA). It uses these contacts
to gain intelligence on concerns within the sector, although these contacts are not
designed systematically to analyse authorities’ financial health.

20 Department for Communities and Local Government, Fire and Rescue National Framework for England, July 2012.

21 Fire And Rescue Act 2004, section 25.

22 Department for Communities and Local Government, Accountability System Statement, 2015, p 25.

23 Comptroller and Auditor General, Financial sustainability of local authorities 2014, Session 2014-15, HC 783,
National Audit Office, November 2014, paragraphs 3.6-11.
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3.8 The Department is considering how to enhance its understanding of the
financial health of both local authorities and fire authorities by using the financial
data it already collects to assess the inherent risks to their financial resilience. The
Department recognises, however, that financial pressures are more likely to manifest
themselves in service rather than financial failure due to the strength of the financial
accountability system.

Assurance that funding levels are adequate

3.9 The Department has accepted that it is important that fire authorities have the
right resources to do their job effectively,?* and that the accountability system (including
the funding that flows within it) provides them with the necessary powers, flexibilities,
and controls.?® Primarily, the Department relies on fire authorities themselves for
assurance that the system is providing sufficient financial resources. For example,

it places reliance on authorities’ integrated risk management plans and accountability
to local communities.

3.10 The Department says it would expect authorities which felt their funding was
inadequate to raise this themselves, and says they have an opportunity in response
to the Department’s annual consultation on the funding settlement for the following
year. The Department regards the relative lack of responses to these consultations
as evidence of robust financial health in the sector. These consultations, however,
are usually on technical details relating to specific issues in individual settlements.

Preventing service failures

3.11 The government takes overall responsibility for ensuring the public is

adequately protected.?® In addition, the Department has set fire and rescue authorities
a number of statutory duties and published a number of actions which they must

take under the Framework.

National resilience

3.12 The Department retains strategic responsibility for national resilience.?” To enhance fire
authorities’ capabilities the government has provided specialist equipment. The Department
also provides a small amount of funding annually for crewing and maintenance.?® The
Department has awarded a contract to CFOA National Resilience (a commercial arm of
the Chief Fire Officers Association) to audit these capabilities (though not putting this out
to competitive tender). The Department requires CFOA National Resilience to provide an
annual statement of assurance that fire authorities’ national resilience capabilities are fit
for purpose and able to respond to four simultaneous national-level incidents.

24 Department for Communities and Local Government, “2070 to 2015 government policy: fire prevention and rescue”,
8 May 2015.

25 Department for Communities and Local Government, Accountability System Statement, p 23.

26 Department for Communities and Local Government, National Fire Framework, p 7.

27 Department for Communities and Local Government, National Fire Framework, p 8.

28 We reported on the initial provision of this specialist capability in: Comptroller and Auditor General, New Dimensions
— Enhancing the Fire and Rescue Services’ capacity to respond to terrorist and other large-scale incidents,
Session 2007-08, HC 1050, National Audit Office, October 2008.
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3.13 While the robustness of such audits were praised, we heard concerns from some
authorities that they focused exclusively on specialist teams and equipment, and did
not assess the role played by wider operational capacity. Some expressed concerns
that, by reducing such wider operational capacity, ongoing funding reductions could
reduce their ability to contribute to national resilience needs in the future. However,

the Department has given authorities a duty to alert it to any gaps in their national
resilience capacity, and established that any such gaps would be considered by

the strategic resilience board.

Peer challenges

3.14 In 2010, the Audit Commission ceased inspections of fire and rescue authorities,
following the Department’s announcement of its abolition.2® The Department did not
carry out a formal assessment of the impact on the fire and rescue sector. With no
inspectorate, fire stands apart from other emergency services. For example, from
2014-15, the Home Office has granted HM Inspectorate of Constabulary additional
funding for enhanced assessments of police forces. Recently, we concluded that the
accountability system for policing is more complete than that for local government.®°
Even in the case of local authorities, the Department still places reliance on the Care
Quality Commission and Ofsted to provide assurance on the quality and sustainability
of key services.

3.15 The former system of external inspection used to play an important role in
triggering use of the Department’s intervention powers. The Department says a
system of peer challenge now provides support to fire and rescue authorities to assess
performance and drive improvement. The Department says that, in addition to the
programme of peer challenges organised by authorities themselves, if it became aware
of an issue with the running of an authority it would ask the LGA and CFOA to organise
an exceptional peer challenge to focus on it. It does not, however, routinely monitor the
regular programme of peer challenges as a source of information about each authority.

3.16 Some representatives from the sector we spoke to valued the peer challenge
process and its contribution to performance improvement. At the same time, some

had expectations about assurance which were not met, with a number saying either
that peer challenges needed to be more rigorous or that they should be supplemented
by an additional independent process. Several also noted that it is possible for a chief
fire officer to influence the composition of the team and specify which areas they should
examine. In addition, the outcomes of challenges are not always made public. We could
not find 9 authorities’ peer challenge reports online.®!

29 Formerly, inspections were carried out by HM Fire Services Inspectorate. Its inspection functions were transferred
to the Audit Commission in 2003, and it was abolished in 2007.

30 Comptroller and Auditor General, Financial sustainability of police forces in England and Wales, Session 2015-16, HC 78,
National Audit Office, June 2015, paragraphs 3.24-25.

31 This excludes 2 reviews that have only recently completed.
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3.17 The Department relies on the sector to ensure the robustness of the peer challenge
system. In 2013, the LGA commissioned an independent review of the system. This
found it was highly valued within the sector to provide independent challenge and
well-informed feedback on how a service could improve. The review made a number of
recommendations to further strengthen the system. In March 2015, the LGA and CFOA
launched a revised version of the fire peer challenge process, with the first such peer
challenge being carried out after our fieldwork.

3.18 In 2013, the Knight Review suggested that authorities should not be able to choose
their reviewers, and that the peer challenge reports should always be published together
with an action plan.®? The Department did not address this issue in its response to the
Knight Review. It has not reviewed the effectiveness of peer challenges, but is aware

of ongoing efforts by the sector to strengthen the system.

Local scrutiny of operational performance

Independent technical challenge

3.19 Chief fire officers are accountable to fire and rescue authorities, made up

of elected councillors, accountable to their electorates. The Department places
considerable emphasis on this local scrutiny and accountability.3® However, it was
apparent in a number of our case studies that members lacked independent technical
support in delivering their scrutiny function.

3.20 The Department says authority members will want to take advice from their chief
fire officer, and receive briefings from the services’ senior managers. While this will
provide them with technical information, it may not give them an independent technical
basis on which to assess it. Elected members need technical support to enable them to
make independent judgements on the strategies and performance of their service.

Comparable information

3.21 A further potential weakness in the system of local scrutiny and accountability
stems from the lack of comparable operational standards. The Framework states that:
“To hold fire and rescue authorities to account, communities need to be able to access
information in a way that enables them to compare the performance of their fire and
rescue authority with others”.3* Authorities set their own standards — ie for emergency
response times — through local integrated risk management plans.

32 Sir Ken Knight, Facing the Future, 2013, p 65.

33 For example, the three headline priorities set out in the National Framework (to assess local risk and assess how to
address it; work with the local community and other partners to deliver the local service; and be accountable to the
local community) all relate to local responsibilities.

34 Department for Communities and Local Government, National Framework, p 16.
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3.22 QOur analysis showed that authorities use three fundamentally different and
non-comparable types of targets including:

e  Severity-based targets that vary based on the ‘critical’ nature of the incident,
eg if it involves a life-threatening situation.

o Risk-based targets that vary based on the risk associated with the location
of the incident.

e  General targets set irrespective of type of fire or risk level.

3.23 Many authorities use different combinations and versions of these approaches
and often include a range of sub-categories.

3.24 The Department does not prescribe a format for local standards. Thus it is difficult
to assess whether one authority’s performance against its own standard is better or
worse than another’s. Also, finding information on response standards in the first place
is difficult: we found information for only 33 out of 46 authorities.

Secretary of State’s assurance to Parliament

3.25 Under section 25 of the Fire and Rescue Services Act 2004, the Secretary of State
has a statutory duty to report to Parliament, every two years, on the extent to which
authorities are acting in accordance with the Framework. Introducing this legislation, the
then Fire Minister said this duty was “fundamental to ensuring effective national provision
of safety through the fire service.”®

3.26 In the last ‘section 25 report’, in 2014, the Secretary of State’s conclusion was

that he was satisfied that fire authorities had acted in accordance with the Framework.%®
He told Parliament that: “Compliance with the Framework demonstrates that the
government’s high-level expectations are being fully met.”s”

3.27 The Department’s approach to evidencing these section 25 reports relies almost
entirely on the duties placed on authorities, under the Framework, to self-certify

their own compliance through annual statements of assurance and integrated risk
management plans. In practice, the verification carried out by the Department for its
last report was limited to checking these documents were available on authorities’
websites and had been signed off by authority chairs. The Department did not evaluate
their content or use, and thus did not seek to form its own view of whether authorities
were complying in substance with all the requirements in the Framework.

35 Hansard HC, Stg Co Deb, Standing Committee G, Fire and Rescue Services Bill, 10 February 2004, col 004.

36 Department for Communities and Local Government, Report by the Secretary of State on Fire and Rescue Authorities’
progress with the Fire and Rescue National Framework for England, July 2014.

37 Hansard HC, 15 July 2014, cols 48-49WS.
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3.28 While the Framework places requirements on authorities to manage their own
risks and be held to account locally, the Department does not seek to provide assurance
that this localised system is working effectively. We would expect the Department to
look at a sample of authorities, drawing on a range of evidence to assure itself on the
extent to which these authorities were meeting at least a sample of their Framework
requirements. In doing so, it would be able to provide some independent assurance on
the system of self-certification. For transparency in its section 25 reports to Parliament,
we would expect it to evidence its assessment of compliance with all the requirements
in the Framework, and set out the methodology it has followed. As it is, the Department
is aware of criticism that local accountability lacks rigour in places, but did not reflect
this in its last section 25 report. For example, in 2013, the Knight Review reported that
the “Framework requires that fire and rescue authorities must hold their senior officer
to account [...]. The evidence that this is happening was patchy.”® The Department’s
approach meant it did not take this into account in the evidence supporting the
Secretary of State’s 2014 assurance statement.

Health and safety assurance

3.29 The Department relies on the Health and Safety Executive (HSE) to assist in
safeguarding firefighter safety. Following a serious or fatal incident the HSE will carry
out an investigation of an authority. The HSE may also perform an audit where identified
trends or failures are worthy of further investigation. After fatal incidents, a coroner may
also issue a ‘section 43 letter’, drawing the attention of relevant authorities to lessons

to be learned.

3.30 During 2015, the Chief Fire and Rescue Adviser has been discussing with the HSE
about improving the sharing of information among fire and rescue authorities, especially
about injuries and ‘near miss’ incidents. It expects to introduce new protocols for sharing
information in autumn 2015.

38 Sir Ken Knight, Facing the Future, 2013, p 63.
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Appendix One

Our audit approach

3

This study examined whether:

Funding reductions have affected fire and rescue authorities’ financial and service
sustainability to date the Department for Communities and Local Government;

is informing itself about the impacts of its funding reductions and reforms on fire
and rescue authorities;

is supporting fire and rescue authorities effectively to manage the impacts
of funding reductions and reforms; and

is managing the accountability system so that it acts effectively to prevent financial
and service failure among fire and rescue authorities.

There were three main elements to our work:

We gathered information from fire and rescue authorities, the Department and
key stakeholders.

We analysed how fire and rescue authorities are responding to their budget cuts,
and what they are doing to guarantee continuity of their statutory services.

We reviewed what information the Department has to understand the impact of
the reforms, fire and rescue authorities’ financial sustainability and the effectiveness
of the local accountability system.

Our audit approach is summarised in Figure 11 overleaf. Our evidence base is

described in Appendix Two.
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Figure 11
Our audit approach
The objective of [~ N
government Central government’s objective Local government’s objective
To reduce funding to fire and rescue authorities. Fire and rescue authorities must provide services
while balancing their budgets and remaining
accountable to the public.
N J
- ' \ /
How this will ( N
be achieved The Department has reduced direct funding and Fire and rescue authorities have been pursuing a
reformed business rates. range of measures to maintain service levels with
reduced spending.
N /AN
\4 \
Our study ( ) i ) } ; } ) )
Our study examined evidence of the impact of funding reductions and the Department’s actions to inform itself
of the likely impact on financial and service sustainability of fire and rescue authorities.
N
\4 \4 \4
Our evaluative ( N
criteria To assess how far the To review the Department’s To review the Department’s
Department’s actions support understanding of the impact understanding of effectiveness
fire and rescue authorities in their of reductions in funding. of local accountability systems
long-term financial management. to prevent financial and
service failure.
N U
. A A\ A\
Our evidence ( N W q bil
. i i i i i ici i tabilit
(see Appendix Two We |nt§rV|ewed f'lre anq rescue We |nteerewed officials € reviewed accountabnili y
for details) authority Chief Fire Officers and and reviewed departmental system assurance mechanisms,
Finance Directors and other documents and data. examined fire and rescue
key groups and analysed local authority case study
authority financial information. examples and interviewed
key stakeholders.
N J

Our conclusions

Fire and rescue authorities have managed funding reductions since 2010 well: numbers of fires and casualties
have continued to fall and there have been no financial failures. To ensure the continued financial and service
sustainability of the sector in the context of ongoing funding reductions, we would expect the Department to have
a fuller understanding of the appropriate funding level necessary to support services. Equally it should oversee an
accountability system capable of providing robust assurance that authorities are maintaining service standards and
delivering value for money locally. The Department needs to improve on both criteria to ensure that it is well placed
to deliver value for money going forward. In particular, it has weak assurance over the effectiveness of the local

accountability system for fire and rescue, and this needs to be strengthened.
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Appendix Two

Qur evidence base

1 We reached our independent conclusions on the value-for-money risks of reducing
fire and rescue authority funding after analysing evidence collected between March and
August 2015. Our audit approach is outlined in Appendix One.

2  We interviewed officials from the Department for Communities and Local
Government. We designed these interviews to focus on how the Department:

e informs itself of the impact of funding changes on fire and rescue authorities’
finances and services; and

®  assures itself that fire and rescue authorities are financially sustainable.

3  We visited case study authorities. We spoke to Chief Fire Officers, Finance
Directors and Councillors across eight authorities: Cleveland Fire Authority, West
Midlands Fire and Rescue Authority, Lincolnshire County Council, West Sussex County
Council, Greater Manchester Fire and Rescue Authority, London Fire and Emergency
Planning Authority, Dorset Fire Authority, Wiltshire and Swindon Fire Authority. We
selected these in order to compare the different types of authority (county, Combined
and Metropolitan) across different regions and facing different funding pressures. We
used these visits to gain insight into the financial challenges the sector is experiencing,
approaches some authorities are taking to managing reductions in funding, and the
way some authorities are planning for the medium-term future.

4  We analysed quantitative data on fire and rescue authority income, spending and
service activity. A separate methodology setting out our approach to our quantitative
analysis in detail is available at: www.nao.org.uk/report/financial-sustainability-of-fire-
and-rescue-services/

5  We conducted a statistical modelling exercise to look for factors underlying
differences in spend per capita between fire and rescue authorities. A note setting
out our methodology and findings is available at: www.nao.org.uk/report/financial-
sustainability-of-fire-and-rescue-services/
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6  We reviewed fire authority documents. This included a review of the documents by
which authorities are held accountable to their communities as well as government on
the service they provide.

7  We carried out a review of our own research and external literature. We focused on
our recent research, which covered financial sustainability of local authorities as a whole.
We also examined reports published by stakeholder groups on the reported impact of
funding reductions on services and financial sustainability and on the efficiency of fire
and rescue service provision.

8  We reviewed the Department’s submission relating to the Spending Round 2013.
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