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SUMMARY 
 
Members will recall that the baseline report for the Highways Task & Finish Group was considered 

by the Committee on 5 December 2011. Within this report the full scope of highway services was 

described which included national policy, good practice and operational procedures that are 

applicable to Stockton.  It also identified the total spend of both Capital and Revenue and in terms 

of revenue contributions within the Council, identified the need to remove £500K from the revenue 

budgets from 2012/13 onwards.   

 

Appendices 1 and 2 of this report are the review scope and baseline report, which Members 

considered on 5 December. Appendices 3, 4 and 5 contain the background information reported at 

baseline, included capital funding allocations, Highway Network Management Plan and Highway 

Maintenance backlog. 

 
RECOMMENDATIONS 
 
Members of the Regeneration and Transport Select Committee: 
 

1. Note the content of this report including the emerging options. 
 

2. Authorise the Head of Technical Services to develop the final recommendations for the 
reduction in revenue support and report back to the Committee in March 2012 for 
consideration. 

 
BACKGROUND 
 
The delivery of highway services is currently managed using trading account arrangements, which 

sees those services charged at a commercial rate plus an element of overhead recovery.  This 

overhead recovery is used as an overall matrix to support Council funded services and has 

evolved over many years, but forms a basis for the management of the Medium Term Financial 

Plan.   

 

A fundamental part of this review has been to unpick the true cost of delivering highway related 

activities by considering the detailed budget arrangements within both Technical Services and 

Direct Services.  Members will recall as part of the baseline report the overall expenditure which 

was close to £9M was presented.  The recent work has been to consider the individual elements of 

these budget areas and remove the overhead recovery elements. This has been a significant 

financial exercise, which now provides the platform to explore in more detail the opportunities to 

remove revenue levels from highway related services. This report goes through that process in 

detail. 
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In terms of the highways budgets for 2011/12 the Authority has allocated £5.153m of revenue 

resources for the provision of Highways Services. Currently and traditionally budgets have been 

set up within Highways to reflect a Client/Contractor split in line with the previous Compulsory 

Competitive Tendering regulations, with Direct Services acting as the contractor to Technical 

Services. This arrangement requires Direct Services to recover direct costs (labour and materials) 

and overheads (central support and depots), through an internal recharge mechanism.  

 

RESOURCES 

 

The staff resources deploy on highway related operations are split across Direct Services and 

Technical Services. In some cases staff have other roles and their highway duties are only a part 

of their role or indeed their time is split between capital and revenue operations. Examples of this 

include within Direct Services Liveability Technicians’ do have some responsibilities associated 

with general ‘Care for Your Area’ duties and their time is split, although their salaries are held in 

one area. Another example is the Bridge Engineer in Technical Services who splits duties between 

revenue maintenance and capital funded bridge improvements/strengthening. As the budgetary 

areas are explained in finer detail later in this report, the resource levels are elaborated upon. 

 

Appendix 6 of this report includes the operational resources of Direct Services and the relevant 

elements of Technical Services. 

 

With specific regard to highway inspection protocols, The Council’s Care For Your Area Team 

carry out a "Zonal Inspection" Regime in accordance with the Council’s Highway Safety Inspection 

Manual. The Borough is split into six geographical areas, with each Zone then split into four 

‘Inspection Routes’ and these are shown in Appendix 7. A team of four Asset Inspectors 

undertake Safety Inspections on foot or by slow moving vehicle at frequencies which are 

determined within the Inspection Manual. These can be monthly, three monthly, six monthly or 

annual inspections depending on the location or road category.  By description the zones are: 

 

Zone 1 –  

 Billingham Central. 

 Billingham, East. 

 Billingham North. 

 Billingham South (not Port Clarence). 

 Billingham West. 

 Northern Parishes. 

 Western Parishes (Whitton & Stillington). 
 
Zone 2 –  

 Ingleby Barwick East. 

 Ingleby Barwick West. 

 Mandale & Victoria. 

 Stainsby Hill. 

 Village. 
 
Zone 3 –  

 Hardwick. 

 Newtown (East of Durham Rd). 

 Norton North. 

 Norton West. 

 Roseworth. 

 Western Parishes (Carlton & Redmarshall). 
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Zone 4 –  

 Stockton Town Centre. 

 Billingham South (Port Clarence) 

 Norton South. 
 

 
Zone 5 –  

 Bishopsgarth & Elm Tree. 

 Fairfield. 

 Hartburn. 

 Newtown (West of Durham Rd). 

 Western Parishes (LongNewton & Elton). 

 Grangefield. 

 Parkfield & Oxbridge (Oxbridge). 
 
Zone 6 – 

 Eaglescliffe. 

 Yarm. 

 Parkfield & Oxbridge (Parkfield). 
 
Note - there are some slight overlaps with ward & zone boundaries however the above list 
gives an overall feel for the areas covered. 

 
CONDITION OF THE HIGHWAY ASSETS 

 

Members will recall the baseline report (Appendix 2) provided information about the condition of 

the assets and Appendix 5 provides a summary of the maintenance backlog. In addition to 

Council revenue support, Capital funding is provided from the Department for Transport via the 

Local Transport Plan.  

 

The Local Transport Plan (LTP) is a document that the Government requires all local transport 
authorities to produce. The LTP sets out our plans and strategies for maintaining and improving all 
aspects of the local transport system over a set period, usually 5 years. Our current LTP (LTP3) 
covers the period from April 2011 to March 2016 and is made up of two main elements; strategy 
and delivery. The authority is awarded an annual capital funding allocation to use towards 
achieving the objectives of the strategy and addressing local issues. In 2012/13 this allocation is to 
be £1.246m for integrated transport and £2.098m for capital maintenance. The LTP document also 
incorporates the four Area Transport Strategies which set out the aims and objectives of the local 
communities and allow them to have their say on local transport interventions. 
 
We have used the LTP to deliver a very wide range of transport improvements such as road safety 
schemes & training, road maintenance & replacement, a series of new bus shelters and 
enhancements to the cycling & walking networks. These improvements have contributed towards a 
significant increase in rail patronage, an increase in cycle trips, a reduction in road casualties and a 
slowing in traffic growth. We have also been involved in major sub-regional schemes such as the 
Tees Valley Bus Network Improvements and the Tees Valley Metro. 
 

Focusing back on routine maintenance, one of the more common concerns for Members and 

residents is that of potholes. After two severe winters, the number of potholes increased 

significantly across the Country and although Stockton did not escape, the generally high standard 

of condition in the principal road network meant that pot hole problems were largely restricted to 

secondary and estate roads. As part of a £100M national grant, Stockton received £208K in 2010 

and a double allocation in 2011. 
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As a result, the Government has commissioned a review of the national approach to maintaining 

the highway infrastructure, in particular with regard to pot-holes and their repair. The Department 

for Transport sponsored  ‘Highway Maintenance Efficiency Programme’ conducted a review which 

includes collating evidence on what is already known about the occurrence and management of 

potholes. From this, it will identify the examples of best practice in dealing with the pothole problem 

and, hence, more efficient solutions. In December 2011, an interim report with 10 ‘initial findings’. 

Each of the findings will be addressed in more detail in the next phase of the review. The 

completion of the final report is expected to be achieved within the next 12 months. A copy of the 

interim report is attached to this report as Appendix 8. 

 

On reviewing the interim report, \officers are confident that SBC are delivering the highway service 

in a strategic way, delivering good value for money. There area number of policies as plans, as 

previously presented to Members  on the 14th November 2011. With particular regard to potholes, 

the strategy for maintenance of the Council’s most valued asset, the highway infrastructure, is 

clearly set out in the Transport Asset management Plan and the Highway Safety Inspection 

Manual. 

 

In addition to spend on highways, bridge maintenance also plays a key role. This is detailed further 

under financial analysis, however one significant area of spend is the Transporter Bridge. 

Currently, there is a revenue allocation of £150k for Stockton’s contribution to the maintenance of 

the Transporter bridge. In 2010/11 the actual amount paid was £135k and the predicted outturn for 

2011/12 is £120k. Members may be aware that MBC have successfully bid for Heritage Lottery 

Funding. As part of the business case, SBC, as joint owners, committed to contributing £150k from 

the Capital LTP allocation towards the upgrade of the bridge. The contribution will be made over 

two years. £75k in 2011/12 and £75k in 2012/13. 

 

The improvements to the bridge will lead to reduced maintenance costs when complete. It is 

predicted that there will be £30k savings in 2012/13 and further savings in future years. It is 

proposed that the revenue budget be reduced from £150k to £135k in 2012/13 to reflect these 

savings and that the position be reviewed periodically when further savings are realised. 

 

OUTSIDE INFLUENCES 

 

As Members will no doubt appreciate, the highway maintenance service is heavily dependent upon 

materials that are oil-based products i.e. bituminous materials. For example, when resurfacing a 

road, approximately 80% of the cost is for the supply of the bituminous materials. The cost of these 

materials has greatly outstripped the incremental increases in revenue budgets. The highway 

maintenance revenue budget has increased by 2% annually whereas bitumen products have 

increased by approx. 6.5% year on year. Clearly, the widening gap between budget allocation and 

material costs is unsustainable and puts increasing pressures on managing and delivering the 

service. 

 

In addition, there is an inextricable link between maintenance of the highway infrastructure and 

insurance costs. As described above, the gap between available budgets and the cost of providing 

the service will lead inevitably to pressures on insurance costs. Should the condition of the network 

deteriorate then there is an increased risk of third party claims against the Council, as highway 

authority, should we be unable to demonstrate that we have discharged our statutory duty to 

maintain the highway. 

 



 

4   

FINANCIAL CONTEXT 

 

Highways funding is a mixture of capital and revenue. The capital predominantly comes from the 

LTP as previously described. Expenditure can be classed as capital when it is on items which are 

expected to provide a benefit to the Authority for more than one financial year. This definition would 

cover a vast quantity of items, therefore a diminis policy applies. This is currently set at £10,000 i.e. 

only items in value over £10k should be capitalised – unless the items have been acquired as part 

of a larger scheme (e.g. furniture for the refurbishment of a building). 

 

 Expenditure which increases / improves the value of the asset 

 Expenditure which increases / improves the life of the asset 

 Expenditure which increases / improves the performance of the asset 

 

In terms of highways expenditure, we would look at whether the expenditure increases the life or 

improves the infrastructure asset to class it as capital.  

 

Revenue expenditure is expenditure incurred in the everyday running of the organisations 

activities. It could be on ‘non physical’ items i.e. salaries, utilities, running costs of vehicles, 

payments for services, all where the benefit of the expenditure will be for less than one year.  

 

Small items of equipment, materials etc. (below the diminimis threshold) would be classed as 

revenue. 

 

Repair & maintenance spend on physical assets – which does not increase values / usefulness / 

life (doesn’t add any benefit) – but maintains assets in their current condition would be classed as 

revenue. 

 

Turning to the mechanism of the highway budgets, over the last few years the Authority has aimed 

to maximise efficiency by reducing internal recharging mechanisms. With this in mind a review of 

how the current budgets within Highways are set up has been undertaken. The aims were to 

eliminate where applicable the inefficient process of internal charging, to give transparency on how 

the £5.153m is allocated and to aid management decision making. If internal charging was to be 

eliminated the Highways budgets would be set out as shown in Appendix 9. 

 

This revised format will allow officers to target areas where efficiencies can be made without the 

issue being clouded by an internal trading mechanism.  

 

In addition to the services that are provided in-house major maintenance and carriageway 

resurfacing is carried out by an external contractor due to the specialist nature of the works.  In 

Stockton this is currently Tarmac Surfacing Ltd and a mixture of LTP capital and SBC revenue is 

directed towards Tarmac for resurfacing activities.  The amount of major maintenance and 

resurfacing compared to unscheduled maintenance and footpath repairs can vary year on year 

depending on how the assets perform.  What is critical is that officers retain the ability to make 

decisions around where investment in the highway infrastructure is most needed.  Whatever new 

arrangements are adopted for monitoring expenditure there must be the mechanism to vary the 

amounts of expenditure between external resurfacing works and internal unscheduled 

maintenance activities.   

 

Appendix 9 shows the distribution of key budget headings including the core work which is a 

minimum to maintain a safe highway network including contributions for vehicles and the cost of 
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employees.  There are other elements of funding such as winter maintenance, bridges and 

structures and unscheduled maintenance that remain relatively fixed in order to react positively to 

highway maintenance backlogs.  The budgets identified within Appendix A are those shown with 

corporate overhead recovery removed.  This provides the advantage that the scheduled 

maintenance activities can be varied in value year on year to support changes that might be 

needed to the investment strategy.  For example, in 2011/12 a net cost of £725K was identified for 

scheduled in-house maintenance activities.  If the level of major resurfacing works needed 

increases then a decision may need to be taken to divert more resources away from scheduled 

maintenance and into resurfacing.  The net impact would be a reduction in in-house activities for 

that year however this could be managed effectively with agency staff reductions.  The principles 

and mechanics of any new arrangements are yet to be set out in any great detail.   

 

A summary description of Appendix 9 is as follows: 

 

 Core work – this section is all of the unscheduled maintenance activities that are required to 

maintain the highway and includes potholes, repairs and replacement to signs and street 

furniture as necessary.  Responses to road traffic collisions and knock down of street lights and 

trees is also an important part of this area.  There are 18 operational employees associated 

with these activities on average. 

 

 Inspection and management – within this area there are 4 highway inspectors who are each 

responsible for zonal areas of the Borough ensuring that the statutory responsibilities for 

highway inspections are carried out.  In addition the supervisors of the operational employees 

sit within this budget heading.  The liveability technicians are also identified within this area and 

they pick up more general queries and identify issues raised by Members and members of the 

public.  They do also have responsibilities that cut across general care for your area activities.   

 

 Winter maintenance – within this budget heading there are salary costs identified which are 

predominately standby payments and allowances associated with existing staff working 

additional hours for road salting operations.  In addition the cost of vehicles, maintenance and 

the purchase of rock salt are contained within this budget heading.  The costs incurred do of 

course vary depending on the severity of winters however, recently two successive bad winters 

have placed additional strain on the medium term financial plan in this area.  When mild winters 

are encountered any surplus resources are directed to upgrading the gritting fleet or the 

purchase of additional rock salt.   

 

 Scheduled maintenance – the activities associated with this area are planned maintenance 

operations which are delivered in-house by Direct Services.  These predominantly include 

footpath repair and replacement schemes and structural patching to carriageways.  This area 

of work is resourced by Care For Your Area operational staff and supplemented by support 

from agency workers.  Variations to the budget in this area can be adapted to by a reduction in 

agency staff and then if necessary a reduction in permanent staff.  There is a direct correlation 

between the number of staff and the associated inspection and management support and any 

reductions in this area would need to consider the impact on management and supervision 

costs.   

 

 Capital/Variable works – this budget area concerns direct services and the income that they 

receive from carrying out works funded from capital sources such as the Local Transport Plan, 

Playbuilder, community participation budget, parks and memorials are just some of the 

examples.  The fundamental issue with this area of the budget is that in order to balance the 
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medium term financial plan across the Authority, Direct Services must secure an income to the 

value of £1.585M.  Without this income level an immediate pressure is placed upon the 

Council’s MTFP.  The workload associated with this area is extremely variable and with recent 

reductions in both the Local Transport Plan and playbuilder this places a significant pressure 

on Direct Services’ ability to meet this income target.  Any reductions that are identified in the 

highways revenue budget are not related to this area and a resolution to the issue of Direct 

Services achieving this annual target is a separate matter which must be addressed.   

 

 Bridges and structures – this area is the revenue allocation made available to ensure that all of 

the Authority’s 327 bridges are regularly inspected and maintained to ensure that we meet our 

statutory obligations of a safe highway.  There is only one full time member of staff associated 

with these activities with some reliance on specialist consultants for particular aspects of 

inspection and design.  The remaining funding is then targeted towards physical works to 

maintain and improve the bridge stock. 

 

 General maintenance – this is a small area of budget which is allocated to adhoc general 

repairs that fall outside of the core work elements described above.   

 

 Private developers – this budget heading has cost associated with the inspection and testing of 

new highways that are built as a result of new developments which are predominantly housing 

or industrial.  Under Section 38 of the Highways Act the Highways Authority must inspect such 

works to ensure they are satisfied they have been constructed to an adoptable standard.  

There is currently two members of staff engaged as only part of their role on these activities but 

additional costs are incurred as a result of materials sampling and testing that is required.  

There is an income stream associated with this process however, with the current state of the 

development market this is not in a healthy position yet the fixed costs of staff and material 

sampling do still apply.   

 

 Winter maintenance policy – costs associated with this budget area are for approximately one 

third of one staff member and the remainder of the costs in this area are associated with the 

provision of meteorological services and equipment for which there is a standing annual 

charge. 

 

 Structural maintenance – this budget area is a significant element of the highway maintenance 

portfolio and relates to the major maintenance and resurfacing operations which are carried out 

by our external partner Tarmac.  Clearly resurfacing and major maintenance covers large areas 

of highway using oil based products and therefore the cost base is high and biased towards 

material costs.  The key benefit to this treatment is that mass areas of carriageway are 

replaced therefore improving the long term condition and aesthetics.  One key point to note is 

that some of the staff resources within this area also direct capital investment associated with 

the LTP and street lighting operations but the costs associated with them are shown in this 

budget area.   

 

PROCUREMENT 

 

There are a number of external service providers for the delivery of highway maintenance. 

Procurement of services may be via: 

 Term maintenance (e.g. road surfacing) 

 Tender (e.g. bridge maintenance) 

 Quotation (e.g. specialist small works) 
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 Framework s (e.g. TV wide service delivery) 

 Joint procurement (e.g. weather forecasting services) 

 

The periodical renewal of service provision has proven to deliver competitive pricing and continue 

to deliver best value both in terms of price and quality. For example, the term maintenance contract 

for road resurfacing was re-tendered this year. The procurement was based 60% price and 40% on 

quality. This is a shift on previous contract where there was greater emphasis on quality (i.e. 60% 

quality/40% price). The rationale behind the current emphasis on price is that current service 

providers have significantly improved their quality of service over time. This gave the opportunity 

for the Council to focus their pricing element of the tender. Attached to this report (Appendix 10) it 

may be noted that there was a wide range of tender submissions but, overall, the accepted 

tendered rates compare more favourably than the current rates we are paying for the service by 

8.58%.  This equates to a true savings of £85,800 p.a on a £1m annual surfacing programme. 

 

For Direct Services activities, all spend over £6,000 and below £60,000 must have 3 quotes 

obtained, this information is forwarded to the Central Procurement Service who then update the 

Contracts Register with the successful supplier. Direct Services procurement officer analyses 

spend on a monthly basis utilising the Central Procurements Spend Analysis, which is directly 

updated from Agresso and Credit Card Statements. On an annual basis, this data is interrogated 

for all suppliers whose spend is over £6000, this work is directly reported to HoS and indicates 

areas of future priorities for the coming financial years which is then built into the work plan. 

  

NEPO – SBC are not currently using any NEPO contracts for Civil materials or highways plant, 

materials or equipment as there are no current contracts in place covering these items. Should 

NEPO start tenders in these areas we would be keen to investigate if they could offer benefit to the 

authority before committing to using them.  

 

Tees Valley Contracts - Materials – SBC utilises a Tees Valley Contract for Civil Material Contract 

conducted by Middlesbrough Borough Council.  Multiple Supplier Framework contract in place with 

various companies 4 year contact (2 years plus 2 x 12 months extension) put in place 1stAugust 

2011 

 

NEXT STEPS/EMERGING OPTIONS 

 

As a result of the analysis of the baseline information and in particular the work completed to 

change the internal charging arrangements, the opportunities to consider where the reduction in 

the £500K revenue can be taken, from across the overall £5M resource allocation, are much 

clearer. 

 

The major areas of revenue spend are on structural maintenance and scheduled maintenance. 

This will in turn enable a reduction in the inspection and management areas to be considered. 

Smaller opportunities will also be available to look at in areas such as the Transporter Bridge, 

Bridge Maintenance as well as bus shelter maintenance and general maintenance areas. 

 

The final reductions will be worked up by Officers and the Head of Technical Services will present 

these to a meeting in March of the Regeneration and Transport Select Committee. 

 

In terms of cause and effect, the reductions in highway maintenance revenue are necessary in 

order to support the Council’s on going value for money programme and achieve the efficiencies 

necessary to balance the Medium Term Financial Plan. This will result in a reduce level of frontline 
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services for highway maintenance and the backlog will increase. A longer term trend may see 

insurance claims and premiums rise accordingly. Officers will continue to exploit efficient methods 

of working and the use of new technologies or different applications, such as surface dressing and 

micro-asphalt systems. 

 
 
Name of Contact Officer:  Richard McGuckin 
Post Title:  Head of Technical Services 
Telephone No.  01642 527028 
Email Address:  richard.mcguckin@stockton.gov.uk 
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