Nottinghamshire Supporting People Value for Money (VfM) Implementation Plan
Dear Colleague, as you are aware, we are currently reviewing commissioning and funding arrangements to ensure we can manage reductions in the budget for the Supporting People programme in Nottinghamshire.  As part of this process, the Commissioning Body agreed to apply a revised Value for Money (VfM) methodology, based on a model adopted by Nottingham City Supporting People team, in September 2009.  

Information about the proposal and decision to apply a revised VfM methodology has been communicated through the Provider Forum and our website previously.

This document outlines how we have applied the VfM methodology to identify ‘high cost’ services from which efficiency savings will be sought from April 2010 to manage budget reductions. 

The VfM methodology has been applied in the following service areas:

· Domestic Violence

· Drug and Alcohol

· Generic, Homeless Families

· Mental Health

· Offenders

· Single Homeless

· Teenage Parents

· Young People
Timetable

	Task
	Timescale

	Carry out VfM exercise in identified service areas 
	November 2009

	Communicate VfM plan to Providers
	December 2009

	Report findings and recommendations of the VFM exercise to Commissioning Body
	7th December 2009 



	Communicate recommendations to Providers
	By w/e 11th December 2009

	Discussion and negotiation, where applicable, with Providers on recommended savings
	W/c 14th Dec – W/e 29th  January 2010 (7 weeks) Allowing for Christmas & New Year closures

	Issue Contract Variation Notices to Providers
	W/c 1st February 2010 

	Providers return Contract Variation Notices to SP
	W/e 19th February 2010

	Payments adjustments made on SP Financial Systems
	W/c  22nd February 2010

	Payment made in March 2010 at Revised 2010/11 ACV
	End March 2010


How we have worked out current support hours and hourly rates

All services within the client groups listed above have been assessed using the standard calculation from CLG to determine weekly support hours per unit and hourly rate based on current information we hold relating to the following:

· Annual Contract Value (ACV)

· Weekly support hours per unit 

· Number of units in a service

Example

Standard weekly hours 37.5 

No. of paid managers (FTE) – 0.1
No. of paid front line staff (FTE) – 0.5
Number of units – 10
Annual Contract Value £ £6702.48
Calculation of weekly support hours per service / unit
0.1 (manager hours) plus 0.5 (front line staff hours) multiplied by 37.5 (standard weekly hours) = 22.5 weekly support hours for whole service

Then

22.5 (weekly support hours) divided by 10 (units) = 2.25 (hours per unit per week)
Hours per unit per week include the front line staff hours and the management hours allocated to a service.  We have not included ‘volunteer’ or ‘unpaid staff’ hours as they are not paid for under an SP contract so cannot be taken in to account when calculating hours. 

Calculation of hourly rate
First we calculate the number of support hours per annum, then:
22.5 (per week) divided by 7 (days of the week) multiplied by 365 (days of the year) = 1,173 annual contract hrs
Calculation of cost per hour

£6702.48 (ACV) divided by 1173 (annual contract hours) = £5.71 per hour 
Types of support services
Categories of services in this VFM exercise:  

	Category
	Type of Support

	1
	24 hr cover with waking night staff

	2
	24 hr cover with sleep in staff

	3
	Day time staff on site with emergency call out

	4
	Floating / Visiting 


Hours per unit per week 

The maximum support hours per unit per week for each category:

	Category
	Maximum hours per unit per week

	1
	20 hrs

	2
	20 hrs

	3
	10 hrs

	4
	5 hrs


The SP Team is aware that at this stage of the value for money exercise that it is using a blanket approach to services; however, it believes that the hours above are generous and achievable.  This is based on benchmarking within County SP services, some of which deliver quality services and outcomes at lower hours than above.  Regional average hours per support type and client group and market tested hours for these differing types of support and client group have also been taken in to account.  Liaison with Commissioning Officers who are currently undertaking reviews of client groups have proved that the hours are generous compared to what we will be expecting to achieve through most tendering processes.

*There is an exception to one client group where hours for Category 3 services are slightly higher and this is in the Domestic Violence sector where at this stage of VFM and strategic review hours have been agreed at 14 hours maximum per unit per week.

Cost of support hours 

The SP team have predicted savings based on four different hourly rates, from the highest to the lowest rate creating the highest level of savings possible and the lowest level of savings achievable.  At this stage of the process the hourly rate of £20 has been applied to services.   All services have been assessed against this hourly rate.  

The hourly rate we have used has been arrived at through considering current SP services that deliver quality and outcomes, at a lower hourly rate than £20 per hour per unit, regional hourly rates data and market tested hourly rates of our own services.

The hourly rate of £20 per hour is considered generous and the SP Team is in no way communicating that this hourly rate is competitive.  However, it is a rate which is acceptable to apply to this exercise and is not in line with most market tested hourly rates.

How existing services have been defined as ‘high cost’

Not all services will be affected by the VFM exercise at this stage.  The way the SP team has arrived at its decision as to which services will be subject to VFM savings is based on looking at:

· Current hours of support per unit being above the maximum for its support type (5-20 hours) 

· Current hourly rate being above the maximum hourly rate we have agreed to use (£20.00)

· Combination of both 

How we have applied the VFM methodology to ‘high cost’ services
Where services exceed the maximum number of support hours per unit per week a new calculation has been made based on reducing the number of support hours per unit per week to the maximum.  This has, therefore, resulted in support hours reducing to the maximum amount per unit.

Where services exceed our maximum hourly rate per support hour, a new calculation has been made, based on reducing the hourly rate per support hour to £20.00.
Some services are subject to reductions in only hours or hourly rate.  Where this is the case we have still reduced the hours or hourly rate to the agreed maximum.  So if a service has a competitive hourly rate but the hours are above our maximum, we will still reduce the number of hours to the maximum number available and vice versa.

Some SP services are currently above maximum hourly rate and maximum support hours per unit. In these cases a reduction has been made to both elements to bring services down the maximum level of support hours per week and maximum hourly rate.  Some services will therefore experience greater reductions than others. 
Example of reduction of hours
	No of Units
	Support Type
	Current Wkly

Support Hours
	Revised Wkly support hrs
	Current Annual Contract Hrs
	Revised annual contract hrs
	Current Support Hours per Unit per Week
	Revised Support Hours per Unit per Week
	 Current cost per hr 
	 Revised Cost Per hr 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	20
	4
	111.00
	100.00
	5,788
	5,214 
	5.55
	5.00
	 £   14.69 
	 £   14.69 


The example above shows a service which has higher hours per unit than the maximum which is 5 hrs, so the hours per unit have been reduced to the maximum.  The cost per hour is within the £20.00 limit.  This service would only receive a reduction in hours.

Example of reduction in hourly rate
	No of Units
	Support Type
	Current Wkly Support Hours
	Revised Wkly support hrs
	Current Annual Contract Hrs
	Revised annual contract hrs
	Current Support Hours per Unit per Week
	Revised Support Hours per Unit per Week
	 Current cost per hr 
	 Revised Cost Per hr 

	12
	4
	31.08
	31.08
	1,621
	1,621 
	2.59
	2.59
	 £   24.38 
	 £   20.00 


The example above shows a service which is over the maximum hourly rate of £20.00 per hour so the cost per hour has been reduced to the maximum.  The hours are within the target of 5 hours for the service type.  This service would only receive a reduction in hourly rate.
Example of reduction in hourly rate and hours
	No of Units
	Support Type
	Current Wkly Support Hours
	Revised Wkly support hrs
	Current Annual Contract Hrs
	Revised annual contract hrs
	Current Support Hours per Unit per Week
	Revised Support Hours per Unit per Week
	 Current cost per hr 
	 Revised Cost Per hr 

	20
	4
	177.60
	100.00
	9,261
	5,214 
	8.88
	5.00
	 £       22.69 
	 £   20.00 


The example above shows a service which is over the maximum hours of 5 per unit per week so a reduction to the maximum has been made.  It also shows that the hourly rate is over £20.00 per hour, so a reduction to the hourly rate has also been made.  This service would receive a reduction in hours and hourly rate.
Quality and Outcomes
The SP Team has not considered applying higher hourly rates or additional hours over and above what is listed in the tables above for any service operating above level C of the QAF. Although we promote continuous improvement in all the services and appreciate that some services have been validated above the minimum level, we do not have measures in place at this stage to pay more for services validated above the minimum level.  All services included in the VfM exercise have achieved the minimum level of the QAF if they have been validated.

Outcomes data has not been analysed to establish which services will receive a reduction in hourly rate or hours.  

If services have either failed to meet the minimum QAF standard or are not achieving desired outcomes, service improvement through quality monitoring and contract management takes place with Providers, on a continuous and case by case basis, and has not been considered as part of this VfM exercise.

*The same principles have been applied to all services to ensure fairness, consistency and transparency in service reductions.

Learning Disability Services and Older People Services
You will note that Learning Disability, Physical Disability and Older Person’s services are not included in the VfM exercise.  
Work is taking place to look at VfM within LD services and this is a joint piece of work with Adult Services.  A banding system for SP services has been implemented so the savings identified in the budget for LD services will be met through this piece of work.

It is not possible to apply this VfM exercise to most OP services at this stage since almost all current service hourly rates and support hours per unit are substantially below our maximums and therefore, we cannot achieve identified savings for this client group through this VfM process.  Some services will have the VfM exercise applied but this will be in very few cases of floating support services.  Alternative ways of making identified savings in this client group will need to be worked through and this work has now started as part of the OP strategic review and will include looking at alarm monitoring costs, contracted capacity in subsidy services, and working in conjunction with providers to identify savings through the remodelling of services where appropriate and any planned decommissioning of schemes where appropriate.
Physical Disability services receive a minimal amount of SP funding in comparison to other client groups so necessary savings in this area are much smaller.  Work with providers has been undertaken and completed in relation to making most of the savings for the coming year.  This VfM will not be used to make the remainder of the savings necessary for this client group.
Conclusion 
This paper has been produced to assist service providers in understanding how difficult decisions in terms of managing budget reductions have been taken.  It represents our ongoing commitment to working in an objective, transparent, equitable and accountable manner.  We remain committed to ensuring that the needs of vulnerable people throughout Nottinghamshire are best met within available resources.

If you have any questions about the VfM methodology we have used, how we have applied it, or how it affects your service or organisation, please do not hesitate in contacting the SP Team.      

Marie Weatherall

Contracts Officer

1st December 2009 
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