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1.
INTRODUCTION

This document sets out the approach to be taken by the Nottinghamshire County Council Supporting People (SP) Team in assessing the value for money (VFM) of services. It details the factors to be considered in reviewing service costs and aims to assist both SP Team and service providers in ensuring that all contracted services in Nottinghamshire deliver Best Value.
It is acknowledged that value for money is not just about service price but about the overall value of a service, with reference to service quality, performance and outcomes both on a strategic level and for individual service users. These wider factors will be considered by the SP Team through general contract management and review processes. This methodology aims to provide a consistent approach to assessing service price specifically alongside these other factors. 
The aim in implementing this methodology is to work in co-operation with service providers to review service costs and to negotiate with providers to agree service costs which are affordable, realistic and sustainable for both the County Council and service providers. The SP Team will be mindful of the impact of changes in funding, particularly on service delivery and service providers and will seek to carefully manage any necessary funding reductions. 
2. BACKGROUND
Achieving VFM is one of the key objectives of the Supporting People (SP) programme and Administering Authorities are required to assess the value for money of services to ensure they represent ‘Best Value’. In January 2004 the Robson Rhodes review of SP concluded that the distribution of SP funding did not represent good ‘value for money’, with the distribution of funding not based on need and wide variations in unit costs. 
The current agenda for Local Government focuses on VFM and efficiency, defined as ‘achieving the same outputs for less resource or additional outputs for the same resource’ (Department for Communities and Local Government).
The Audit Commission ‘Key Lines of Enquiry’ for SP include the following in the area of Value for Money:  

· a clear definition of VFM agreed and widely understood and a clearly agreed approach to ensuring VFM from contracted services

· benchmarking of service costs is ongoing at a national, regional and local level; evidence of improvements to VFM through benchmarking of contracted services

· clear guidelines in place with service providers to achieve future efficiencies and VFM improvements

Definitions

Value for Money was defined by the ODPM in early SP guidance as ‘a judgement about the price of a service in the light of the perceived value of that service’ (ODPM Introductory Practice Aid, 2004). 
The Office of Government Commerce definition of VFM is: ‘the optimum combination of whole life costs and quality’. 

The Nottinghamshire County Council’s Contract Manual states:
“The Council, as a ‘Best Value’ authority is under a duty to “make arrangements to secure continuous improvement in the way in which functions are exercised, having regard to a combination of economy, efficiency and effectiveness””.   
3.
AIMS AND OBJECTIVES
An agreed methodology for assessing VFM in Supporting People services in Nottinghamshire fits within the current Local Government VFM agenda and additionally will aim to:
· ensure best value in the delivery of SP services in Nottinghamshire
· assist the SP team to maximise the use of the SP budget and to address the risks to the SP programme presented by the reducing SP grant income

· provide a consistent approach to assessing value for money across a range of services

· enable objective, accountable and transparent value for money assessment

· provide guidance for SP and service providers in relation to service costs and budgets 

4.
FACTORS IN ASSESSING VFM

The following factors will be considered in assessing the value for money represented by the cost of a specific service:
· Benchmarking (e.g. hourly rates; weekly unit costs; use of relevant benchmarking databases; ‘high cost’ services)
· Service levels (weekly support hours per service user)
· Analysis of Service budgets (eligible and ineligible costs; direct and non direct service costs and overheads)
5.
BENCHMARKING 
Benchmarking of value for money will be undertaken with other comparable services in relation to the following:

· Unit price (the amount of SP funding per unit per week)
· Hourly rates (the amount of SP funding per hour of contracted support)
· Service level (hours per service user per week)

· Eligibility for SP funding (see Nottinghamshire SP’s ‘Housing Related Support Definitions and Eligibility for Supporting People Grant’ document) and budget breakdowns 
5.1 
Benchmarking data
The SP Team will engage with a number of benchmarking projects to develop and utilise databases of service cost comparisons. These may include:

· The West Midlands Supporting People benchmarking project

· Regional benchmarking across East Midlands SP authorities

· Yorkshire & Humberside regional benchmarking data

The SP Team will maintain an up to date database of Nottinghamshire service comparisons. In particular we will consider recently market tested services in Nottinghamshire and Nottingham City as indicators of competitive and realistic rates. In cases of unique and specialist services without clear local comparisons, we will seek to compare with comparable services in other areas. 

In using benchmarking data, the following principles will apply: 
· Data used will be as up to date as possible and databases reviewed regularly

· We will seek to benchmark with other comparable authorities

· We will aim to benchmark with other services that are similar and comparable in relation to service type, model, level of service and client group. Services will be compared by client groups where possible. However if appropriate, they may be compared with others offering similar support to different client groups. 
5.2 HIGH COST / LOW COST SERVICES


Very high and low unit cost services raise questions about value for money, quality of service and whether funding is used exclusively for housing related support.
High Cost Services are those that are found to be high when compared with other similar services (on a unit price basis or hourly rate). Where the costs of a service are considered high the provider will be expected to justify the level of costs. This could include providing more information on successful outcomes and/or details of expenditure. 
Factors which may contribute to a high cost service include:

· A high level of support being delivered through high staffing levels (section 6)

· Specialist services requiring more qualified and experienced staff at higher rates of pay

· A local labour market where there is a shortage of suitable staff

· High running costs due to the nature of the service (e.g. high travel costs for a dispersed floating support service
· High management overheads (section 7)
Low cost services 
If a service is assessed to be low cost compared to similar services (on a unit or hourly basis) particular attention will also be paid to value for money. Factors that might result in a service being low cost are:

· Those serving people with low support needs (therefore low staffing levels)
· Use of volunteer staff

· Low paid staff (which may result in recruitment and retention problems)

· Low contribution to central overheads 

· Cross subsidy or loss making

· Efficiency gains or economies of scale that are not replicated in other services

· Market conditions where a large number of suitable providers have competed for business
6.
SERVICE LEVELS
As well as reviewing hourly costs and service budgets we need to consider whether the number of hours of direct support being provided is in line with expectations and can be afforded by SP in Nottinghamshire. This will include consideration of whether the support hours contracted would be more appropriately funded from another funding stream. 

It is acknowledged that the intensity of support required to be delivered will vary greatly between client groups and types of service. For example, services which offer ‘value added’ support to clients with multiple needs may require a higher number of hours per service user (Section 5.2 - ‘high cost’ services).
6.1 Indicative service levels

Early government guidance suggested that SP teams set an upper limit for the number of support hours per service user per week. 
As an example, the following ranges of support service levels were set by one SP authority:

· Floating support – low/medium level: 1 – 5 hours per week

· Daytime staff on site: 5 – 10 hours per week

· 24 hour cover and sleep in: 15 – 20 hours per week

· 24 hour cover and waking night staff: 15 – 20 hours per week

Nottinghamshire SP will seek to define indicative levels of support for different types of service. It is proposed to define the parameters for levels of support based on type and model of service, client group, needs data and staffing requirements. Information sources will include:

· Benchmarking – with comparable services in Nottinghamshire and other areas

· Needs data – for example evidenced by the Homelessness Watch exercise
In reviewing the level of support required to be contracted for a specific service, the SP team will consider evidence of support hours actually delivered, for example with reference to current contracted hours, staff rotas and actual expenditure data. 
7.
SERVICE BUDGETS

As a general principle service budgets should demonstrate the financial viability of a service and should reflect a realistic level of costs, including provision for the full costs (both direct and non-direct) of delivering the contracted support service (the principle of full cost recovery). The SP Team may consider evidence of actual spend of SP funding (including a breakdown into all expenditure categories) when assessing the reasonableness of the budget.
The SP Team will consider eligible support service costs in the following general categories, as defined in SITRA Supporting People benchmarking guidance: 

1) Direct service costs 
· Front line staff

· First line managers

· Other direct service costs

2) Indirect costs (overheads)
7.1
DIRECT SERVICE COSTS - STAFF
Front line staff
Definition: The total cost to the organisation of members of staff who will spend some or all of their time on the specified services and working directly with service users. 
First line management
Definition: The total cost to the organisation of Managers of front line staff charged in total or in part to the specified service. 
Staff costs should include:
· Staff salaries (e.g. Support Workers, Team Leader, Administrator )

· All ‘on costs’ for these staff (e.g. NI, pensions and health insurance)

· Locum cover (including overtime and agency staff)

· Contributions to meet future maternity leave cover

Principles:
· The salary cost should cover only that time allocated to the support service and spent undertaking housing related support activities. Where staff are employed to deliver several different functions, or across more than one service, an appropriate apportionment of the total cost to the specific support service should be made. The salary costs presented will be expected to reflect the contracted level of support service (in hours per week) for front line staff and first line management
· Criteria for ‘first line’ managers include: supervising front line support staff and directly overseeing the case work of front line support staff. 

· The SP Team may consider job descriptions and team structures to assess the amount of direct housing related support being undertaken by staff included in the budget. The team may look at pay and salary structures and systems to assess the reasonableness of salary costs. Budgeted salaries should reflect a realistic expectation of staff positions on the salary band. 

· A high proportion of direct staff costs in relation to the total service cost will usually be considered to reflect better value for money, as it suggests that a relatively high proportion of the supporting people funding is invested in direct support service delivery. 

· To ensure continuity of service delivery at the contracted level, budgets are expected to include provision for cover for front line staff during absences, for example through leave or sickness

7.2
DIRECT SERVICE COSTS – NON STAFF
Definition: The (non staff) costs specifically related to providing the specified service
This may include: 
· Office costs (e.g. office rent, rates, maintenance, etc)

· Depreciation of equipment

· Staff training

· Telephone/Mobile phones

· Staff travel

· Printing, postage & stationery

· Interpreting/translation

· Insurance

Where direct costs are incurred across a number of services or functions, an appropriate apportionment to the specific service should be made.

7.3
Indirect Costs (overheads)

Definition: The costs apportioned to the service that are not the result of the direct provision of that particular service. 
Indirect costs or ‘overheads’ includes such costs as:

· Senior management team 

· IT service

· Finance, audit, insurance, etc. 
Principles:

· The total cost of overheads will depend on the service being delivered, as reflected for example by the number of support hours or full time equivalent staff undertaking housing related support.

· The cost of overheads will also vary between different types and sizes of organisation, as risks and efficiencies will differ. 

· The level of 15% overheads cited by the Department for Communities and Local Government is considered to be an acceptable level in general. Significant variations above or below this level will be considered carefully for justification.

· Any contribution to organisational reserves should not be excessive in relation to the size of the SP contract.

7.4 INELIGIBLE COSTS

Up until March 2009, Supporting People grant was governed by the CLG SP Grant Conditions which determined that SP programme grant must be used for eligible expenditure on welfare services.  From 2009/10 the ring fence has been removed from SP funding and Nottinghamshire SP will consider developing and applying locally agreed eligibility criteria.  Until new criteria are agreed, Nottinghamshire will continue to apply eligibility criteria contained in former grant conditions (see Nottinghamshire Definitions & Eligibility document).
There are many costs of running a supported housing service which would not meet Nottinghamshire eligibility for SP funding.  For example, for accommodation based services it is important to acknowledge the following:

· Costs relating to the building or tenancy management should be paid for out of rents (service users may be eligible for Housing Benefit)

· Costs for providing communal services such as gardening, window cleaning and communal utilities should be paid for from the service charge (service user may be eligible for HB)

· Personal use of utilities and other non-communal services, including any meals provided should be paid for by the tenant as ‘ineligible’ charges.
In order to establish that appropriate funding is secured for ineligible costs of this type, the whole budget for a service, including other funding streams may be considered. The SP Team may scrutinise other costs such as ineligible charges to ensure the service represents Best Value for service users. The budget analysis should identify how certain costs are apportioned between SP and other funding streams (e.g. rents / Housing Benefit). This should reflect a realistic split between duties such as housing management and support. The SP Team will liaise with the Housing Benefit Department and may refer to specific Housing Benefit guidance in considering the overall budget for accommodation based services. 
8.
INVOLVING SERVICE PROVIDERS
SP service providers are encouraged to review their service costs in the light of this value for money methodology and to liaise with the SP team about the findings of the self assessment. Providers will be required to supply the SP Team with information requested, which may include service budgets broken down into relevant income and expenditure categories (section 7); staffing details and evidence of actual expenditure on the contracted service. Service providers should be prepared to provide evidence of the real costs of SP services, in particular justification for high costs (Section 5). 
(This document is based on the Nottingham City Supporting People Value for Money Methodology 2009)
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