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Review of the Supporting People Programme
Independent Report

Foreword

The Supporting People (SP) Programme is a new Programme which went live on 1 April 2003. The Programme
providesservices, which help vulnerable people -including victims of domestic violence, older people and teenage
parents - live independently in their accommodation.

The Government announced a grant allocation of £1.8 billion for the first year of the Programme.

In October 2003, the Office of the Deputy Prime Minister (ODPM) and Her Majesty’s Treasury (HMT) asked me to
lead an Independent Review to gauge the true picture of how the funding is being utilised. | was asked to report
in draft by Christmas 2003, in order to inform SP Grant allocations decisions for the next financial year.

This review is in the context of the growth of the Transitional Housing Benefit (THB) element of SP, which has
increased by £400 million from the Golden cut estimates by local authorities which were announced in February
2003. In all there are now an estimated 250,000 units of housing support, excluding sheltered and Community
Alarms, compared to fewer than 100,000 estimated in 2000.

The review was commissioned because of the final cost of the Programme, estimated in the 1998 White Paper to
cost some £350 to £700 million across Great Britain (GB). Estimates and costs rose to a golden cut level of £1.4
billionin December 2002 and finally to a platinum cut leveland 2003-04 allocation of £1.8 billion in England alone.

Inthe early stagesofthereviewitbecamecleartomethattherewasaneedtoreconciletwolegitimate perspectives.
The “public purse” perspective argued that the grant was unevenly distributed and was not demonstrably value
for money. The “allow us to manage" perspective argued for a managed change to the existing provision over a
three year period.

These two perspectives have been given equal consideration as | evaluated the evidence and made my
recommendations.

G
Eugene Sullivan

Head of Public Sector Services
RSM Robson Rhodes LLP 12 January 2004
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1

Introduction

Purpose of Review and Scope of Engagement

The purpose of my review was defined in the Terms of Reference on the kweb, www.spkweb.org.uk, 21 November
2003.

My role asIndependent Review leader hasrequired metobringtogether multidisciplinary teams under my direction
and supervision. These teams have undertaken a range of research and analytical activities to ensure that my
conclusions are evidence-based and informed. To complete this report by the deadline | have concentrated my,
and my team’s activities, on the following areas:

ahighlevelanalysis of the funding of the legacy provision looking at total allocations, unit costs, regional/local
authority cluster variations and provider prices

an understanding of what happened during the transitional period, based on visits to and evidence from
Administering Authorities (AAs), Providers, representative bodies and other stakeholders

an appreciation of the Service User Group issues as they affect four main client groups, People with a Learning
Disability, People with Mental Health problems, Older People with Support Needs and Single/Family Homelessness.
These groups represent 75% of the total SP allocation

anappreciation of two specifictypes of provision - Floating and Generic - mainly by reference tothe four client
groups above

areview of the Governance and Grant Arrangements for the SP Programme, including the arrangements and
timetables for Service Reviews and Inspections

a survey of AAs and Providers.

Indetermining these activities and selecting the sample of client groups, | do not imply that the four client groups
arethe mostimportant, simply the most significantinterms of units and costs. Irecognise that the needs of people
in the other client groups are important to them and the Government Departments responsible for them. | have
consultedthe Home Office and the Department for Education and Skills ontheissues of need for their client groups.
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In addition I have been assisted and informed through discussions and consultation with a range of stakeholders
involved in or affected by the SP Programme. These have included the following organisations, | am grateful for
their time and assistance:

HM Treasury

Department of Health

Home Office

Audit Commission

Local Government Association
Association of London Government
National Housing Federation

SITRA

Several AAs and their SP Team Leaders

- Blackburn with Darwen Borough Council

— Cheshire County Council

— Darlington Borough Council
— Liverpool City Council

— London Borough of Camden
- London Borough of Ealing
— Manchester City Council

— Rochdale County Council

— Somerset County Council

- Suffolk County Council

— Sunderland City Council

— Wirral Metropolitan Borough Council

New Era Housing Association Limited
Stonham Housing Association Limited
Advance Housing and Support Limited
Whitefriars Homes North Limited
Whitefrairs Homes South Limited

The Carr-Gomm Society Limited

Byker Bridge Housing Authority
Erosh

RSM Robson Rhodes LLP
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| was also assisted in my work by an Advisory Group to help determine key areas of focus and evaluate emerging
conclusions. | am grateful to the Advisory Group for their time, support and advice:

e TerrieAlafat

e BertProvan

e James Bowler

e Simon Hannan

e Claire Cooper

e Nigel Rogers

e Paul Webbewood
e |an Berry and Crispin Acton
e Danny Friedman
e Mark Brangwyn
e David Thompson
e Kevin Lloyd

e NeilHadden

e DavidPerry

ODPM

ODPM

HMT

HMT

ODPM

SITRA

Department for Education and Skills
Department of Health

National Housing Federation
Association of London Government
Local Government Association
ODPM

The Housing Corporation

Home Office

I have also been assisted by, and am grateful to, secondees from ODPM and the National SP Implementation team:

e Jo Linney

e Lorraine Regan
e Alison Davis

e Kay Jaspal

e Nichola Wood
e Carl Jones

e TrevorSteeples

e Domini Gunn (Audit Commission)

My team’s work on client groups has been informed and assisted by domain experts assigned by the relevant
sponsoring departments. | am grateful to the following domain experts and their departments for their help.

Name Department Primary Client Group

Helen Keats ODPM Homeless People

Denise Gillie DH Older People

Carolyn Merry DH People with Mental Health Problems
Steve Strong DH People with Learning Disabilities

RSM Robson Rhodes LLP



Review of the Supporting People Programme
Independent Report

Iwas notrequiredor expected, as part of my review, toprovide ahistoricalcommentary astohow the SPProgramme
got to where it is today, except for where it was deemed relevant to my assignment. My review was asked to be
forwardlooking, taking the present situation as agivenand makingrecommendations on several key pointsrelated
to the funding distribution and value for money of the Programme.

The SP Programme involves some 150 authorities, over 6,000 providers and approximately 37,000 individual
contracts. Myreview concentrated on high-level analysisand major questions. It did not attempt toanswer detailed
guestionsabout what happenedinindividual authorities or providers. land my team met authorities and providers
as areality check on key lines of enquiry. Such meetings do not constitute a representative sample from which
| could extrapolate across the whole population. A full understanding of the complex issues surrounding this
Programme can only be obtained by a more detailed analysis of service provision within client groups focusing
on the AA and its arrangement with providers.

As Review Leader it was my responsibility to form an independent judgement in line with my terms of reference.
My judgements and conclusions are based onthe evidence of thereview, influenced by the views and advice I receive
from ODPM, other stakeholders and the Advisory Group.

| have been given no indication of the likely future funding level for the SP Programme in 2004/05 or 2005/06.
These decisions are for the Government. My role as Independent Review Leader was to provide the Government
with sufficient analysis and facts to help them make those decisions.

Status of Report

My report addressesanumber of majorissues which | believe will help achieve asustainable and balanced approach
to the current issues affecting the provision of non-statutory housing related support, currently intended to be
met through the SP Programme. The main issues are:

e the value for money of the legacy provision

e thelevel of grant for SP needs and future allocations for 2004/05 and beyond
e who should fund the needs of certain client groups

e how the SP Grant should be distributed

e governance and management arrangements

e ring-fencing and “Freedoms and Flexibilities"

e future capital and revenue growth.
Acknowledgement

| am grateful to everyone who gave their time to assist myself and my team in our work.
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2 Legacy provision

Context

The Platinum cut resultedina SP Grant of over £1.8 billion for the financial year 2003/04 comparedto the previous
estimate of £1.4 billionin December 2002 and1998 White Paper Estimates of £700 millionacross GB. It was always
expected, and indeed intended, that the single grant for Supporting People (and the introduction of Transitional
Housing Benefit) would lead to agrowthin service users and service costs. However the extent of the growth was
not anticipated or planned for in terms of public sector spending assumptions.

At presentthefundingforthe SP Grantisincludedinthe Social Security Benefits category andis funded as Annually
Managed Expenditure (ie: non cash limited expenditure). The purpose of moving to a grant basis was to achieve
better budgetary control over what is now a significant figure in public spending terms.

Inthe early stages of my review it became apparent that there were two legitimate perspectives - what | call the
“public purse” perspective and the "allow us to manage" perspective.

Those who argue the “public purse" perspective would claim that:
e the £1.8 billion grant is unevenly distributed and not related to need

e much of the increased cost is for provision which was, and perhaps should still be, funded from other
mainstream Programmes

e high unit costs raise questions about value for money in terms of price

e and low unit costs raise questions about value for money in terms of service quality.

Those who argue the “allow us to manage" perspective would claim:

e it was always known and expected that the legacy provision would not be wholly in line with rational
needs-led commissioning

e AAs were asked to secure this legacy provision through contracts and assurances about the continuity of
service and income until reviewed

e AAs were asked toreview the legacy provision over a three year period

e AAsareembarkedonthatandnowneedareasonable periodoftimetoassess whattheyhaveinherited, decide
what they want and sensibly/properly move from one to the other without destabilising vulnerable people or
the providers of services.

| recognise the legitimacy of both views and that navigating a constructive way through these two perspectives
is crucial for the continued viability of the SP Programme.

A fundamental part of my review has been to understand more fully the process of determining the legacy
provision, and the financial outcome in terms of costs by type of authority and client group.

RSM Robson Rhodes LLP
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The Process

The AAsreceive grant monies for welfare services under S93-95 of the Local Government Act 2000. Each AA must
use the grant monies in the financial year beginning on 1 April 2003 only in connection with welfare services to
vulnerable people, and with the exception of authorities deemed “excellent” under CPA ratings, must ensure that
the services fall into at least one of the categories set out in Schedule 1to the Grant conditions.

Thecategoriesreferredtoin Schedulelinclude “thelegacy provision”, beingthe housingrelated support services
element of any service that was, at 31 March 2003, funded (wholly or partially) by:

e Supported Housing Management Grant (SHMG)

e DSSResettlement Grant

e Transitional Housing Benefit (THB)

e Probation Accommodation Grant (PAG)

e Homelmprovement Agency Grant

e Unpooled Housing Revenue Account and Large Scale Voluntary Transfer Grant

e Income Support or Job Seekers Allowance.

AAswererequiredto,andgiven guidance by ODPMon how to, calculate the contract value of the legacy provision
to ensure continuity for Service Users and providers of those services over the transition to the new SP Grant.

The ODPM guidance and systems, with AA input, enabled the legacy funding and provision to be converted into
priced contracts for determining the SP Grant for 2003/04 by:

e placing all services into relevant contract groups
e matching all legacy funding to relevant services
e capturing the cost of the legacy funding on specialist software, known as SPINTLS

e SPINTLS automatically converting the legacy funding into the 2003/04 grant.

My review was not expectedtoexplainthereasonfor the significant change between the Golden and Platinum cuts.
However, it was important for me to have areasonable understanding of what happened during the period when
the THB System was in place. THB was designed to find out how much was being spent by local authorities and
other providers on housing related support services and to improve service provision.

During the existence of THB (the “window of opportunity”) AAs and providers were reacting to THB Guidance

issued by the Department of Work and Pensions, and other Government policy directives to develop new provision
as well as better costing of their current provision.

RSM Robson Rhodes LLP
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Commentators, stakeholders, SPteamleadersand providers offer many explanationsabout how AAs andproviders
responded to the window of opportunity. Such explanations include:

e de-registrationofresidentialhomestocreate personcentred livingaccommodation which was eligible for THB

e developmentofintegrated packagesfor fundingunder THB, and ultimately the SP Grant, whichmay have been
previously funded by other responsible bodies - eg: Health, Social Services, Housing

e the development of new schemes, including floating and generic schemes, which met needs but were driven
by the opportunity to secure THB funding and ultimately SP Grant

e removal of some local authority grant funding to providers in the not-for-profit, charitable and voluntary
sectors with the consequences that the funding shortfall was picked up by THB, and ultimately SP Grant.

It has been put to me on several occasions, and | readily accept, that it is not wrong or improper that such things
have happened -in fact many would argue that such initiatives were inline with the philosophy of a single pot for
funding the needs of vulnerable people. During my review | discussed these practices with SP team leaders,
Providers, Representative Bodies and the Advisory Group. Thereisageneral consensusamongthese stakeholders
that:

e some of the de-registration was proper and in line with the philosophy of person centred living, but not all of
it was

e someofthetransferofcostsfromotherbudgetstothe SPProgrammewasinlinewiththeintentionand proper
application of the SP objectives, but not all of it was

e some of the opportunisticintroduction of services was relevant to need, but not all of it was and much of it was
provider led

e some of theremoval of other sources of funding was in line with the intention and proper allocation of the SP
objectives, but not all of it was.

Duringthe course of my review Il exploredthereasons for growthin THB and ultimately the SP Grant with SP team
leaders, providers and various other stakeholders. There is consensus that some AAs and providers may have
been more "“opportunistic” than others in relation to maximising funding during the window of opportunity.

Thereis aconsensus that not everything that happenedin the transition wasin line with the intention and proper
application of the SP objectives. | attach arange of quotes from SP team leaders, Provider Representative Bodies
and others, see Appendix A. These quotes show quite clearly that SP team leaders and others have first hand
knowledge of certain practices which were driven by the desire to maximise the funding opportunity. | have been
toldby SPteamleadersthattheir AAshave benefitedtovarying degrees, (by several million poundsin some cases)
in their Housing, Social Services and overhead budgets.
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| am persuaded that the legacy provision contains some schemes which:

e previously existed and are now costing more because of better costing of services and recharging overheads
e were originally funded by mainstream budgets in Housing, Social Services and, perhaps, Health bodies

e have beenrecently developed because of the funding opportunity afforded by THB

e include support other than that intended and defined as housing related support.

| am confident that this will not come as a surprise to those involved in the provision of SP services to vulnerable
people. Thereis aclear and compelling need for further investigation to quantify the extent and consequence of
such provision on an authority by authority basis.

Financial Outcome

The legacy provision provides over one and a quarter million units (including Community Alarms and sheltered
accommodation) at a total cost to the nation of over £1.8 billion. The money is granted to AAs and then further
distributed, through contracts, to service providers.

My team undertook on my behalf a high level analysis of the cost of the SP legacy provision. This analysisis based
onthe SPINTLS programme and datadeveloped for ODPM by consultants and made available tome for the purposes
of myreview. Thereare some minorissues about data quality and data categories but they are not materialto the
high level analysis. It willbeimportant, however,toaddress thoseissuesif unit costsareafeatureintheprinciples
for determining the allocation for 2004/05 and beyond. | have used these analyses to inform me about the:

e overallnational picture
e picture for each of the main client groups
e range of unit costs by type of authority

e range of unit costs by region.
I have not included all analyses in this report. My analyses have been made available to ODPM in hard copy and

on CDROM. Inadditiontooverallanalyses have also produced profiles for each AA by client group. These profiles
have also been made available to ODPM in hard copy and CD ROM.

RSM Robson Rhodes LLP



Review of the Supporting People Programme
Independent Report

2 Legacy provision

The National Picture

Setout below are some national statistics and exhibits. These are mainly for context. Giventhat theyinclude units
across all client groups nothing should be read into the size of the grant or its relationship with units.

Exhibit 1
The main providers of services are local authorities, registered social landlords, registered charities and the
voluntary sector. Together they account for over £1.5 billion (over 80%) of the SP Grant.

I Local Authority
O RSL

O Charitable

I Voluntary

O other

The four main providers account for £1.5 billion, over 80% of the total grant

Of the remaining grant £135 million relates to schemes provided by private companies and individuals, and just
over £40 million for schemes provided by NHS Trusts.
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Total Value of Funding and Total Number of Units by Administering Authority

Exhibit 2

County Councils and Metropolitan Boroughs receive the largest share of the grant

600 T

Units ‘000

Metropolitan Unitary

Inner London Outer London County

[ Total Value of Funding === Total Units

Total Value of Funding and Total Number of Units by Region

Exhibit 3

The North West region receives most grant and provides the highest number of units. The North East receives the
lowest grant and provides fewer units than all regions outside London.

350 T

Units ‘000

East East of Inner Outer North North South South West Yorkshire
Midlands England London London East West East West Midlands & Humber
[ Total Value of Funding === Total Units
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SP Grant 2003/04 per Head of Population by Region

Exhibit 4

The regional allocation per head of population shows a wide variation across authorities within the regions. At
face value this analysis supports Ministers concern about the uneven distribution of the grant. However, at the
median level the distribution looks more even for most regions.
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SP Grant Movement between Golden and Platinum cut by Type of Administering Authority

Exhibit 5

Thefinal grant figure (Platinum cut) was almost £400 million more than the previous estimates in December 2002
(Golden cut). The largest increases between the Golden and Platinum cuts were in the Counties (£150 million),
Metropolitan Boroughs (£138 million) and the Unitary Authorities (£83 million).

700 7
600

500

400

fm

300 A

200 4

100

Metropolitan Unitary Inner London Outer London County

== Golden cut Platinum cut
Main Client Groups

The overall statistics and headline figures for the main client groups are set out in the next section of this report.
Unit Costs

Unit costs are an important diagnostic tool. They help identify areas for further scrutiny. There are necessary
caveats about the use of unit costsinisolation from a fuller understanding of the scope and quality of the service
package. But unit costsareusefulinprovidingachallenge tothelegacy provision. Those authorities and providers
with high unit cost need to demonstrate that they represent value for money in terms of relevance, quality and
affordability of provision. Equally those authorities with low unit costs need to demonstrate that they represent
value for money in terms of relevance and quality of provision.
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Unit Costs for the Main Client Groups Ranked by Region

Exhibit 6

Surprisingly, despite the high cost base in London and the South East, there is no obvious regional pattern to the
unit costs, which suggests that regional cost variations are more to do with the provision than the labour rates
in those regions.

highest

10=
o

Median Unit Cost - Rank

lowest

1

2
] H
0
East Midlands East of Inner London  Outer London  North East ~ North West  South East  South West West Yorkshire

England Midlands & Humber
O Older People I Learning Disabilities I Mental Health I Homeless

Withintheregions, foreachmainclient group, thereisawiderange of unit costs. These areshown below as follows:
e older people (exhibit 7)

e people with learning disabilities (exhibit 8)

e people with mental health problems (exhibit 9)

e homeless people (exhibit 10)
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Regional Unit Costs for Older People

Exhibit 7
Thereis awide range of unit costs for Older People across Administering Authorities within Regions.
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Regional Unit Costs for People with Learning Disabilities

Exhibit 8
Thereis awide range of unit costs for People with Learning Disabilities across Administering Authorities within Regions.
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2 Legacy provision

Regional Unit Costs for People with Mental Health Problems

Exhibit 9
Thereisawiderange of unit costs for People with Mental Health Problems across Administering Authorities within Regions.
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Regional Unit Costs for Homeless People (Single and Families)

Exhibit 10
Thereisawiderange of unit costs for Homeless People (Single and Families) across Administering Authorities within Regions.
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A greater understanding of the variation in unit costs across the main client groups is necessary and urgent.
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The Value of Unit Costs in Excess of Upper Quartile (Top 75%)

Exhibit 11
The value of excess unit costs (i.e. the costs which are above the upper quartile for the client group) is almost
£140 million, of which nearly £107 million is to be found in the four main client groups.

£28.44m
£32.93m

O Older People

0 Homeless

[ Learning Disabilities

O Mental Health Problems

£13.52m @ Other PCGs

£27.06m

£37.49m

High Cost Authorities

Theindividual profiles of AAs have enabled me toidentify a sample of authorities who stood out for their high unit
costsacrossarange of client groups. | believe thereis a case for more fully understanding the range of unit costs
withinauthorities,and would suggest that ODPM consider appropriate criteria foridentifying the main authorities
for early consideration.

I haveidentified a list of approximately 30 authorities who stand out for a variety of reasons, but mainly their unit
costs. In summary this group accounted for:

e £540 million (30%) of the total Supporting People Grant
e £65 million (46%) of the excess unit cost above the upper quartile

e £70 million of the movement from Golden to Platinum cut, for just six of these authorities, representing an
increase of over 60% on their Golden cut

e Asignificant proportion (22) of the authorities whose Supporting People allocation was greater, in aggregate
by approximately £150 million, than a proxy allocation using a deprivation index.
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Irecommendthat the ODPM should use the SPINTLS data, and other knowledge from the National Supporting
People Team, in conjunction with Audit Commission knowledge to identify top priority authorities that
should be considered in more detail to understand the value for money and appropriateness of services
in the existing provision. STATUS:1

Such consideration could be based on a combination of Strategic Reviews, Inspections and Value For Money
Reviews. Thecriteriaforselectingthese bodies needstobe determinedin consultation withthe Local Government
sector.

Overall Conclusions

| am persuaded that £1.8 billion is too much to pay for the legacy provision. | doubt that this will be a surprise to
many in the SP sector. It was always recognised that the legacy provision should be reviewed and reconfigured
where appropriate. The mainreasons for this view, supported by my analysis and interviews with AAs, providers
and other stakeholders, are:

e by definition the legacy provision is an aggregation of a range of existing and recently developed services

e SPteamleadersacknowledgethatthe supply mapascurrently configured would not be what they would design
if they could start afresh

e most of the provision, 80-90% based on the survey results, was provider led, not commissioning led
e SPteamleadersacknowledge that some schemesintroduced under THB were of doubtful strategicrelevance

e the THB guidance and the role of Housing Benefit Officers as gatekeepers allowed schemes and prices which
would not be eligible under the current definition for SP eligibility

e AAs, in meetings and through the survey, acknowledge that a proportion of schemes funded by the SP
Programme are integrated packages, which include more than housing related support

e SPteam leaders acknowledge that services currently funded by the SP Programme include costs which were
previously funded by local authorities, Social Services and Housing Departments - as well as some services
which were previously funded by the NHS

e schemes and services are priced on the basis of cost and lack competitive pressure or market testing

e therange of very high unit costs, especially in a number of authorities, raises questions about whether the
service is value for money and/or exclusively for housing related support services

e the range of very low unit costs, especially in a number of authorities, raises questions about whether the
provision is of sufficient quality.

The fact that £1.8 billion is too high a price for the legacy provision is a major concern for the future of the SP
Programme. Itisimportant that the cost of the legacy provisionis broughtinline with the proper market rate for
good quality strategically relevant housing related services. It is also important that efficiency savings are
optimised and secured as early as possible to release funds for new provision.
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It wasalwaysenvisagedthat thiswould be the case and the ODPM has designedtools and servicereview processes
to enable this to happen over a three year period. | am concerned that the three year period for service reviews
may be too slow, and that service reviews may not fully deliver the total realisable benefits. Equally, | recognise
that AAs and providers would argue that the pace of change needs to recognise the need for stability and a
proper timescale for reviewing and, where appropriate, reconfiguring service provision. Most would agree that
the programme of service reviews is intended to manage more rational re-provisioning and release efficiency
savings over time. They would also argue for a proper pace of change to allow provision to be reconfiguredin a
managed way, to avoid adverse consequences for individual service users and their providers.

I have sympathy with this viewpoint and would particularly stress the importance of managing the impact on the
service users and the financial standing of providers. Most providers are in the not-for-profit, charitable and
voluntary sectors. They operateonlow margins. Any changestotheirincome streams, withaconsequential need
to review their cost base, must be properly managed.

However, | believe the needs of vulnerable people, and the need to secure best value for the taxpayers' money,
dictate that an accelerated pace of change is necessary.

| do not believe that all efficiency savings should be retained by AAs based on the current distribution. | believe
that a proportion of efficiency savings should be retained by ODPM to redistribute to areas of unmet need and to
fund new provision based on evidence of need and business case criteria.

Future Grant Allocations

Although | am persuaded that £1.8 billion is too much to pay for the legacy provision, it is not clear to me that it
istoomuch forthe needs of the vulnerable groupsinthis country. Thereisundoubtedly unmet needfor vulnerable
groups justasthereisinotherareas of public services. The SP stakeholders and providers should not expect that
allunmet needs should be met asamatter of principle. Itisfor government departmentstoassessthe unmet need
and address that through their policies and priorities through the Spending Review Process.

I recognise the public spending pressures and the additional pressure caused by the unexpected increase in the
2003/04 SP Grant. There are three immediate questions arising for the Government in relation to
2004/05:

e what should be the 2004/05 allocation to the SP Programme?

e can/should other Departments contribute to the SP Programme from their Departmental Expenditure Limits
(DELs)?

e how should the money be distributed to Administering Authorities?
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2004/05 SP Allocation

The overall determination of the 2004/05 SP allocation is a matter for the Government. | have made no
recommendation as to the level of grant.

Who Should Fund?

There is evidence of non-housing related support funded through SP and support originally funded through
mainstream budgets, particularly Health and Social Services. Itisimpossible, without detailed analysis to determine
how much non-housing related support is funded through the SP Programme.

Thereis a view that other Government Departments’ Programmes have benefited, and continue to benefit, from
the current operation of the SP Programme. In particular, there is a view that under THB there were “unfunded
mandates” driving what was essentially demand-led funding, with the ODPM SP Programme ultimately providing
funds for activities for which the Programme has not been established.

The transition to a singe fund for the SP Programme has created some unintended tensions around funding. In
theory, thelegacy fundingmatchesthelegacy provision. However, much of thegrowthinthelegacy fundingcame
through THB and now resides in the SP grant.

Thereisstrongcircumstantial evidence that the provision passed on1April 2003 provides more thanjust housing
related support, and that a proportion of the cost is the responsibility of others (perhaps DH, Local Authority,
Social Services and Housing Departments).

There is consensus that some of the current legacy provision relates to services which were previously funded
by other than the identified legacy funds, excluding THB. | believe that THB picked up costs for existing and new
provision that would previously have been picked up by other local authority or departmental budgets. However,
itisnot possible, other than through detailed analysis at each AA, to determine the extent to which other budgets
have benefited from THB and, ultimately, the SP Grant.

As an example, there is a strong possibility that:
e some of the provision, including a proportion of the £40 million currently provided by NHS Trusts, was
previously funded by health bodies

e someofthesupport packagesinclude otherthanhousingrelated supportand, for the moreintensive packages,
possibly include health care.

Itisnot necessarily the case that budget shifts areimproper, but I believe thatinasignificant number of AAs there
have been benefits to their Housing, Social Services and overhead budgets from the introduction of THB and SP
Grant. However, those benefits have now been subsumed into other budgets and will be difficult to identify and
release. | consider the issue of “who should fund” in Section 3 dealing with the main client groups.
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| recommend that departments work urgently together to consider the extent of non-housing related
support and the benefits that accrue from care and support services to core departmental objectives in
considering funding for future years as part of the Spending Review. STATUS:1

Departmental contributions could be made to eliminate or ameliorate the impact of any reduction. Also
Departmental contributions could be used to fund any new provision where appropriate. The view has been
expressed to me, during the review, that it is now too late for government departments to find funds for
2004/05. They are already largely committed to their plans for that financial year. | understand that logic but it
will be no easier for local authorities and providers to face hard financial decisions in the short-term between the
probable announcement of the 2004/05 grant allocations and the start of their financial year.

The development of services has been driven, in many cases, by the parallel programme of delivering key
government and cross government priorities for groups such as teenage parents, homeless people, people with
learning difficulties, and ex offenders. It has not been part of my review to quantify the extent to which the legacy
funding contributes to the delivery of this programme, and other work is investigating this issue. Nevertheless it
is clear that the extent and nature of the contribution of this legacy funding should be carefully examined in the
context of considering the issue of departmental contributions. This particularly needs to consider the extent to
which high unit costs indicate the provision of services which are not core services to the programme, but form
part of a more extended and integrated package of services.

There may be a case for considering, if not now some time in the future, for a differentiated approach to funding
which could include:

e separating out the current funding for people with learning disabilities and mental health problems for
allocation to pooled budget arrangements across health and social services

e releasing the current allocations for older people with support needs into the mainstream local authority
funding process without grant conditions

e distributing the current allocation for single and family homeless separately, possibly through Regional
Housing Boards

e ring-fencing a separate single pot for the remaining smaller, less popular vulnerable groups.

| recommend that the ODPM, in conjunction with other departments, should build on work in hand for
SR2004 to analyse a representative sample of support packages (say 100 per main client group) to
determine:

e jfany element of support is other than housing related
e and, if so, whether that additional support is social or health
e and what proportion of the total funding should be borne by different agencies

e how to deliver this locally as an integrated package. STATUS:1
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Irecommend that this analysis is used toinform the allocation and funding decisions including departmental
contributionsin and as part of ongoing work to produce a framework of unit costs and the Spending Review
2004 process. STATUS:1

I recommend these analyses should be used as the basis for all future discussions on cost of services for
funding of calculations (allocations and funding) unless and until it is replaced with a more appropriate body
of evidence. STATUS: 2

Irecommend that the ODPM considers a suitable timetable for consulting other government departments,
AAs and other stakeholders about the single pot. This consultation should be prefaced by an exercise to
identify and evaluate the various options. STATUS: 2

Irecommend that the ODPM with others should give early considerationto measures to establish and protect
an adequate level of funding and provision for the least popular vulnerable groups. STATUS:1

Distribution for 2004/05

Whatever the outcome of that process | would advise against distributing the 2004/05 and future allocations in
full or on the basis of the 2003/04 distribution. If future unmet need is to be funded the legacy funding must be
unlocked as quickly as is practicable.

This process could be started in 2004/05 by reducing the current allocations on a fair and consistent basis, but
with the greatest impact on those authorities with the highest unit costs. 1 am mindful that allocations will not be
notifiedto AAsuntilsome timeinearly 2004. Any reductioninthe headline allocation and/or reductionin monies
for distributionin2004/05 need to be withinmanageable limits. The authoritiesand providers have arrangements
in place that cannot easily be unpicked in advance of service reviews without damage to vulnerable people
and/or providers, unless the reduction is capable of being managed.

lam persuadedthat much of the growthin funding has been provider led and there are marked differencesin unit

cost paid for similar services in the same client group between AAs.

Irecommendthat, in constructing an allocation formula, the ODPM takes action to reduce this variation and
determine appropriate maximum rates for housing related support costs for various groups and packages
of support. STATUS:1
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The main principles underlying the 2004/05, 2005/06 and 2006/07 allocations could be to:
e notincrease allocations by the full amount for movement in pay and prices

e remove all unit cost funding above a predetermined level for all client groups with differential rates used for
different parts of the country, particularly London, to reflect regional variations

e give protection to any local authority who would otherwise suffer reductions above a given percentage
and/or cash value

e make protection conditionalupon early strategicreviews or inspections of the whole SP Programme or major
parts of it, for certain authorities.

| recommend that ODPM should come forward with proposals for liberating capital funding that is
constrained by current resources. STATUS:1

| recommend that AAs should seek to manage any reductions in allocation on the following principles:

e onlydecommission services which are not strategically relevant and/or are of unacceptable quality and
only with proper notice and consultation

e onlyreduce prices to third party providers following review and negotiations, and with suitable notice
and consultation

® secure extra income sources for those groups where the integrated package includes more than just
housing related support, including local authority funding where it is felt that other budgets have
benefited from the introduction of the SP Programme. STATUS:1

If the reduction indistribution were unmanageable in 2004/05, and/or if AAs departed from the above principles
there is a real risk of:

e the loss of valuable provision
e damage to third party providers and their financial standing

® increasesin council taxes.

It is important that both ODPM and AAs act reasonably and responsibly in relation to 2004/05 distribution and
consequential impact on providers.

lundertook a short desk review of the financial statements of a small number of significant Housing Associations
and Charities. The review showed that some organisations depend quite heavily on SP funding, they operate on

low annual surpluses but may have, in some cases, reasonable liquid reserves.

However, it would not be fair to expect these bodies to fund losses from their reserves. The position for smaller
Registered Social Landlords (RSLs), charities and voluntary bodies could well be much more acute.
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| recommend that:

e ODPM should start the process of liberating resources tied up in legacy provision in 2004/05 with
further reductions over 2005/06 and 2006/07, subject to the following caveats:

— only alimited range of acceptable and prudent options for changes to envisaged funding should be
implemented by April 2004

— any proposed changes should be implemented in a consensual manner with the active co-operation
and involvement of voluntary and other service providers and full consultation with users

— anyproposed changes should be carefully managed to avoid damage to valuable services and current
valued providers

— any redirected funding needs to be allocated to meet growth based on need and business case.
STATUS:1

Distribution of Grant

Analyses across AAs show anuneven grant allocation per head of population. Determining the basis of allocation
iscomplex. Most AAs and providers would favour a per capita formula weighted by need and cost factors. ODPM
have commissioned such a model and there has already been consultation on that model - SPAF, SP Allocation
Formula. Therewasnoconsensusregarding SPAF and there were concernsthatit wasoverly complexanddifficult
to administer.

During my review it was put to me several times that there are some deprivation indices that could be used and
that many people would welcome the certainty whichever index was used.

Itisalsoimportanttorecognise that many vulnerable peopledonotremainintheirhomearea. Theytendtogravitate
to the capital, to regional capitals and urban centres. They also tend to gravitate to where there is provision.

Itis, therefore, reasonabletorecognise that the funding has been allocated this way because it reflects thelegacy
provision. That is an inevitable consequence of the transitional phase of the SP policy.

Withthe help of the Audit Commission I modelled how the SP Grant might have beendistributed usingacombination

of Council Tax Benefit, Housing Benefit, deprivation and capitation to determine a proxy for a need based grant
allocation. The allocations based on these indices have been plotted alongside the actual allocation.
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Actual SP Allocation Compared to Allocation Based on Deprivation Formula (Proxy)

Exhibit 12
There is a reasonable correlation for most authorities’ actual allocation with some significant peaks and troughs
where the SP Grant is higher than would have been allocated on the basis of the formula.
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A feature of these graphs is that some of the previously identified authorities, in terms of high unit cost, feature
as peaksintermsof allocation. Therefore, any actionto address unit cost willautomatically bring allocation more
in line for those authorities. The release of funds from high unit cost areas will create flexibility for ODPM to
redistribute these monies for new approved schemes, wherever the need is based on evidence and business case
criteria.
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Authorities Affected by Allocation on Deprivation Formula (Proxy)

Exhibit 13
Twenty three authorities have each received more than £5 million in SP Grant than indicated by the deprivation
formula. Twenty four authorities have each received over £5 million less than indicated by the formula.
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Thereis aclear need for ODPMto develop or determine a suitable allocation formula as a matter of urgency. Any
changesinallocationarising fromthe formula willneed to be managed carefully. Thereductions for some will need
tobelinkedtothe pace of changeandanyincreasesfor othersneedtoberelatedtodemonstrable needforapproved
new relevantschemes. Toachievethisshiftthe ODPM needstoliberate some of the funding for the legacy provision
for (a) re-distribution and (b) growth.

My review suggests that the national distribution of funding may not be as inequitable as first feared, but there
are several authorities that have received a larger percentage than might have been the case through a funding
formula. However, this reflects the current configuration of the legacy provision.

The principles underpinning the distribution of 2004/05, 2005/06 and 2006/07 could progressively claw back

excessive allocation in those areas and create available resource for redistribution based on need, and business
case submissions.
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Irecommend that the ODPM agree a suitable formula for determining future allocations. The formula should
reflect population, need and cost where this is practical and acceptable to do so. If the pursuit of such a
formula or the necessary consensus would add further delay and uncertainty then the ODPM should review
the existing funding and deprivation formulae and consider/consult/agree on which to use.

I recommend that the agreed formula is used as a basis for determining the extent to which the current
distribution may be thought to be “inequitable”. This should take full account of:

e the value of the legacy provision after strategic and service reviews

e the evidence to support unmet need and its distribution. STATUS:1

| recommend that there should be a process to encourage AAs to bring forward new provision based on
need and business cases, in addition to the underlying formula overview. STATUS: 2

Future Growth

Throughout myreview I have been mindfulthat the cost of thelegacy provision needstobereconfiguredtocreate
savingstofundnew capitalandrevenue provision. This was alwaysintended but some AAs believe that all of those
savings should be retained within their allocation. | am not persuaded to that view until the ODPM has managed
toliberate some excess cost and address uneven distribution. | have made the point elsewhere in my report that
| believe there should be a process for clawing back that excess cost and uneven distribution.

The SP sector is already facing a significant problem in relation to unlocking capital finance. The Housing
Corporationis currently receiving and evaluating bids for up to £149 million of capital grant which will also attract
£70 million of Private Finance. The bids need to include confirmation that the AA will support the scheme and
commit to its revenue funding.

AAsarereluctanttoenterintosuchcommitments without greater certainty and stability about the future funding
of the SP Programme.

Irecognisethatthisisanimportantissue buttherevenueimplicationsare not thoughttobe huge (eitherinnational
terms or on an authority-by-authority basis) and will not impact until 2005/06.

Although the bids have now been submitted for 2004/05, The Housing Corporation will not make final

determinations until mid-February. It may be possible to secure additional capital for 2004/05 by moving quickly
tocreate the necessary certainty about revenue funding.
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3 Mainclient groups

Context

Inmy preliminary analysis of the SP Programme lidentified, with the assistance and agreement of the SP National
Team, that the majority of the SP Grant was directed towards four main vulnerable groups - older people, people
with learning disabilities, people with mental health problems and homeless individuals/families. The total legacy
expenditure on these groups is over £1.3 billion, representing over three quarters of the total Programme:

The Main Client Groups, and Provision, by Type of Provider
Exhibit 14
The sample selected for this review represents over 75% of the total provision and is mainly provided by local

authorities, RSLs, charities and the voluntary sector.

People with People with

Older Learning  MentalHealth Homeless *Floating Generic

People Difficulties Problems People Support Support

£m £m £m £m £m £m

Local Authority 161 103 29 57 83 34

Registered Social Landlord 136 51 87 147 89 31

Charity 1 92 40 76 56 5

Voluntary Sector 8 61 40 50 36 8

Private Sector 6 66 38 7 16 4
NHS 28 13 3

Sub-total 322 401 247 337 283 82

Total [all providers] 330 412 250 340 288 82

| alsoidentified that there were two types of provision - floating and generic - that were significant in service and
financial terms and representing approximately £370 million of the legacy provision.

* Floating services are also included in the costs for the other client groups.

Main Client Groups

| have concentrated on the main client groups, and floating/generic support, as part of my review.
Themainclient groups' categories are quite significantin other ways. Priorto THB the needs of these groups were
already being met, in part, by local authorities, NHS, Registered Social Landlords, Charities and the Voluntary
sector. They were funded by a mixture of rent charges (funded through Housing Benefits), special grants from

government departments, grants fromlocalauthorities and “subsidy” from other mainstream budgets of the main
providers including local authorities, NHS and RSLs.
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With the introduction of THB and the SP Programme there was aninevitable and intended sharpening of focus on
the needs of these groups and how those needs should be met and funded. This sharpening of focus has led to
avariety of changes that have placed a significant cost on the SP Programme. There are valid reasons, explained
earlier, for believing that some of those changes have had windfall benefits for other budgets which are not all
justified in line with objectives of the SP Programme.

Thereremains aneedtounderstand more fully the impact that the SP Programme has had on other budgets such
as Housing Benefits, LA Housing and Social Services and NHS bodies. There is also a clear need to understand
more fully the nature of the legacy provision in terms of whether it is exclusively housing related support and if
not who should fund it.

There were inevitably some common themes across the main client groups. My team and | looked at the needs of
eachgroup, the current supply and cost of services and certain key issues for the future of services toeach group.
A summary of the key statistics from our detailed analysis is included as Appendix B.

Government Priorities

For each client group we found that the philosophy of the Supporting People provision was in line with other
government priorities for the relevant client group. In particular we identified common themes which linked to
government priorities such as National Service Frameworks for older people and people with mental health
problems, the Valuing People Policy and “More than a roof", a strategy paper for homeless people:

e treating people as individuals with their own needs, circumstances and priorities
e the recognition of individuals’ rights including the right to choose

e real opportunities for independent living

e social inclusion

e Dbetterjoined up working between agencies.
Analysis of Need

There has been insufficient research to determine how many people in each client group have housing support
needs and whether those needs are being met. For people with learning disabilities the estimates and research
appear better than for other client groups. But even for that group more needs to be done to establish a clearer
national picture of the number of people with learning disabilities and their needs.

Who Should Fund?

There are a number of issues which cloud the question of who should fund the services currently being provided
and funded through the Supporting People Programme, specifically:

e the need for clearer definitions for certain groups
e the need for a clearer definition of what is, and is not, housing related support

e identifying and managing the boundaries between housing related support, social care and health care.
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| recognise that these issues are not easy to determine and it is perhaps even harder to obtain professional
consensus. However thisisachallenge thatthe ODPM and all other stakeholder departments mustaccept and share.
Unless these issues are addressed there will continue to be debates about what is fundable and who should fund
it. I believe itis time for a fresh approach to these uncertainties.

Fresh Approach

Thereisaconsensus that definitional and boundary issues do not and should not matter at service user or service
delivery levels. There should be integrated packages of care and support designed to meet the assessed needs
of the individual. It is at commissioning and contracting level that issues of definitions, boundaries and funding
packages need to be resolved.

This is particularly true for the more intensive packages for people with learning disabilities or mental health
problems. Such packages may wellinvolve housingrelated support, social care and health care. Moreinvestigation
needs to be done in this area.

People with higher-level needs canrequire a multi-layered package of social care, health care and housing related
support. This will necessitate bringing together a range of provision funded from various sources including
housingrelated support, funded through Supporting People, with social care and nursing care paid for from Social
Services and Health budgets.

The evidence presented to me over the course of my review leads me to suggest that there needs to be a fresh
approachtakentoagreeingand providing funding for the fullrange of services currently provided to the main client
groups.

| am clear about the principles that should underpin such an approach:

e thereisaneedforallfundingandpotential funding partnerstoagreeacommon, robustand workable definition
of criteria for assessing eligibility of potential services currently provided under the SP Programme client
groups, and for agreeing alternative sources of funding for those which are deemed to fall outside the specific
SPProgramme

e regardless of the specific individual decision on each case or group of cases, the whole package of care and
support provided to a specific individual or under a specific service, both from within the SP Programme and
elsewhere, needs to be fully integrated and coherent, both in its funding and in its delivery

e thereisaneedforclearlyunderstoodand consistently appliedrules and procedures for collectively managing
the boundaries of care and support provided across the range of partners, and this should not be the
responsibility of care and support providers

e flowing from the above principles, there needs to be a collective, rational, equitable and evidence-based
approach agreed to the funding responsibilities of each partner in the integrated care and support package

e thereneedstobeamuchcloseralignmentbetweendepartmentalresponsibility for the support needs of people
and the funding. Expecting a department to fund but not have influence does not seem appropriate. Equally,
a department having, or requesting to have, influence and not contributing in the funding does not seem
appropriate either.
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Arriving at a Robust Evidence Base

Thereisanurgentneedtodeveloparobustevidence base uponwhich partnerscanagreetherationaland equitable
basis for the fresh approach.

| have made recommendations in Section 2 on an evidence based approach to determine who should fund care
and support tothe main primary client groups. This exercise should be completed early in2004 toinformthe 2005/
06 spending review and SP Grant allocation. This exercise should include:

e arepresentative sample of around 100 service packages currently provided under the SP Programme should
be selected for detailed analysis. These packages should provide adequate representation across the Upper
Quartile, Median and Lower Quartile of unit cost

e detailed analysis of such packages should be carried out and agreed by the partners

e anassessment of each package against the agreed eligibility criteria proposed above

e acollectively agreed assessment of the percentage of services currently provided through SP which should
remain SP funded, and the percentage which should be met through other specifically identified methods

e an aggregation of the full results of all 100 packages of care.

It shouldthenbe possibletoarrive atarobust basisfor agreeing future fundingarrangementsandresponsibilities
for packages of support and care currently provided under the primary client group.

| recommend, for each of the main client groups:

improvements in the commissioning of strategically relevant services for the main client group to
include better management of the market for SP services for the main client group

accurately and fully assessing need to develop the necessary range of support services

areviewofservices forthe clientgroupin each locality toensure they are strategically relevant, meeting
need and represent value for money

undertaking reviews of individual services, which initially focus on:

— high unit cost

— very low unit cost

— schemes which have de-registered in the last 24 months

developing and sharing good practice models of service provision
identifying what are reasonable support costs for different levels of support

effectiveinter-agency working to agree, integrated packages of care and support andrespective funding
responsibilities

robust arrangements for referring, accessing and approval of housing related support
development of support plans for users based on a comprehensive needs assessment

setting and measuring outcomes for service users. STATUS:1
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Addressing Unmet Need

Havingagreed arational basis for distributing funding packages of care and support, itis then necessary toaddress
the question of potential unmet need within the client group.

Having considered all the evidence and arguments presented to me, | believe that:
e thereisalevel of unmet need remaining within the main client groups, but

e thattheredoesnotyetexistanagreed,robustandevidence-basedassessmentoftheactuallevelof unmet need;
and

e unmet need can only be met within the proper fiscal disciplines and realities of the funding totals agreed by
Ministers through the Spending Review process.

Irecommend that all partners and stakeholders collate/produce the evidence to support their estimates of
the current and likely future level of unmet need within the main client groups. STATUS: 2

Irecommend that the evidence base produced through a needs exercise should form the basis of a “Business
Case"” approach to agreeing funding levels through the future Spending Rounds. This needs to be
undertaken by the relevant departments and stakeholders urgently and in good time for it to feed into
departmental 2005/06 spending reviews. STATUS: 2

Floating Support

The Client Group teams have looked separately at floating support which, inaggregate, is a significant proportion
of the total SP Grant. The total spend on floating support services increased from £160 million to £332 million
between the Golden and Platinum cut - a 107% increase which indicates a late development of services and a
suspicionthatthere has beenopportunistic development of services. Theincrease (£172 million) represents 47%
of thetotal SPProgramme’s Golden cut to Platinum cutincrease, which was much easier for floating support, unlike
accommodation-based services which were constrained by planning timescales and capitalresources. The largest
increase was in London followed by the South West, the East Midlands and Yorkshire & Humberside.

| am persuaded that floating supportis a proper, modern and flexible response to the needs of vulnerable groups.
However, | am concerned about the high level of provision captured after the Golden cut. As with all provider led
provision, there is a suspicion that some of the new provision is opportunistic. | am persuaded that more needs
tobedonetounderstandthespecificnatureandtype of service beingprovided andtoensurerelevant needis met.

Ididnot have the datasettoenable metoanalysethe floatingschemesby provider, by client group. Such analysis
is important and should be done as soon as practicable.
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Irecommend that the relevance, purpose and nature of all floating provision should be a priorityin all service
reviews and any strategic reviews of main client groups. STATUS:1

Generic Support
Introduction

Unlike other SP provision, Generic services do not have a single, identifiable client group. Generic services cater
forawiderange of serviceusersandallow greater flexibility for people, with multiple and complex needs. The total
spend within the Supporting People Programme on schemes classified as Generic is £82.6 million. The majority
of generic schemes include an element of floating support.

Relevance to Government Priorities

The generic approach fits well with the general thrust of Government policy. As well as a general call for joined-
up thinking about social issues, ODPM and DH have strongly promoted partnership working, and in particular the
message that housing, health and social services should be strongly linked in providing coherent support to the
end user. This partly explains the rise in generic support, with AAs encouraged to use the uncapped resources
of Supporting People to achieve as much as possible in terms of all-round care.

During my review several stakeholders commented that in the development of the SP Programme, particularly in
the early days, there was a sense of excitement that by April 2003 there would be a Programme and funding for
meeting all needs for non-statutory housingrelated supportinacoherent, but flexible fashion. They felt that generic
support in particular fitted well into this Programme.

Key Statistics

The total spend within the Supporting People Programme on schemes classified as Generic is £82.6 million, with
RSLsandLocal Authorities asthe maintwo types of provider, accounting for over 80% of the total spend. Between
the Golden and Platinum cut, there was an increase in total spend on Generic schemes of £26 million.

Ataregionallevel, the highest total spenders on Generic schemes are London, then the South East. Low spending
regions are East of England and North East. Interms of unit cost, Yorkshire & Humberside has the highest median
unit cost followed by the North East. The West Midlands has the lowest median unit cost followed by the East of
England.
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Growth

There has been real growth in the generic floating support sector since THB was introduced. New services have
beenintroducedby providerstomeet previously unmet need. There was aninitialincrease by the time of the Golden
cut, which gathered pace into the Platinum cut, because it took time for RSLs and other providers to realise the
opportunity they hadtointroduce new services,andin particular because they didn'tinitially realise how “flexible"
the new system was compared with what went before.

In particular the eligibility criteria for THB made it “easier” to develop new services. This was especially the case
with “floating” support services compared with “residential”, because there wasn't a need to develop capital to
match the “floating"” support. So it was easier to gain revenue, and there was a quicker run-in, because it wasn't
tied to capital.

Within Generic services it is more difficult to identify what types of services or groups of services are specifically
being funded by the generic scheme and what specific strategic need is being met by the service. There are good
examplestoshow that the specificneed foragenericscheme are beingidentifiedand demonstrated. Anapproach
used by one Housing Associationto provide floating tenancy support to 60 concurrent tenantsidentifies potential
recipients of tenancy support either pre-tenancy or pre-signing of tenancy agreement, through a structured
application form, which incorporates key triggers for likelihood of dedicated support needs. The Housing
Associationintend togotothe Council at the time of Service Review to demonstrate thisunmet need. Identifying
similar types of approach across other areas and spreading their practice across CBs and AAs could be beneficial.

Twothirds of the schemes whose primary classificationis “Generic"” either have no secondary classification (42%)
or are described as meeting “complex needs” (22%), which does not help an easy understanding of the provision.
Where Genericschemesdohaveamore precise secondary classification, the most commonis mental health (11%),
followed by homeless (9%) and older people (6%).

Supporters of Generic schemes say that this is deliberate and a positive feature, in that it allows for flexibility in
therangeandtypesofservicethat canbeprovidedandthatitis not helpfulto classify someoneashavinga “mental
health problem” when they could also have drug and alcohol related issues, have been recently homeless and/or
suffered domestic violence.

Butitalsoresultsinasignificantamount of expenditure being allocatedto services whose strategicrelevance and
specific focus is difficult to identify at first sight. And it gives rise to the suspicion, commonly expressed during
my review, that some genericservices havebeenintroduced asadevicetomaximisean AA's share of the SP “pot".
This is further fuelled by the provider-led nature of generic services.
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Conclusion

| am persuaded that Generic services have been introduced to meet previously unmet need. As with all provider-
led provision, especially with such a large increase in the Platinum cut, | recognise that there are suspicions that
some of the new provisionis opportunistic. lamalso persuaded that more needstobedonetoimproveinformation
about the specific nature and type of service being provided and the need which is being met. One option could
be to require all Generic service to be given a meaningful secondary classification. This could be combined with
a fresh look at the ways in which information on Generic services are classified and understood to improve their
efficacy.

| am not persuaded that the significantly provider-led development of Generic services, coupled with the
informationissue which I have already identified, is justification for an acceleration of the Review Programme for
Generic services. But | would suggest that AAs should separately consider the risks of their generic schemes and
how that affects their service review timetable.

Irecommendthat AAs should consider their existing generic provision by reference to theirlocal knowledge
andits characteristics and costs. Thisriskassessment may affect the service review timetable and, in some
cases, suggest the need for a Strategic Review. STATUS: 2

| recommend the following in respect of new or reviewed generic services:
® Detter management of the market for the provision of strategically relevant generic services

® improvedcommissioning of generic services, including better control by CBs and AAs over referrals and
assessment

® improvedstrategic management and development of generic services at AA, regional and sub-regional
levels

® arisk review of the generic provision overlayed with the current service review timetable for those
services

e mprovedinformation about the specific types of service, or groups of services, that are being provided
under the “Generic” heading. STATUS: 2
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Other Client Groups

| did not look in detail at other client groups but | recognise and respect the importance of these groups and their
needs. They are in many ways the people most likely to benefit from the preventative nature of housing related
support, without which they would be a demand on other parts of the public services.

Ihavereceived numerousand consistentrepresentationsthat these groupsare not only amongthe most vulnerable
but also the least popular. There is a genuine concern across all stakeholders that these groups should not be
marginalized or exposed to the budgetary pressures on AAs. | am persuaded that there is such a risk and that
government departments should consider appropriate measures to manage that risk, including possibly separating
the funding into a stand-alone ring fenced grant.

There is some evidence of unmet need for these groups. It is not sufficiently robust evidence at this moment but

| am persuaded that unmet need does exist. There is a need for better analysis to support unmet need and for
departments to present the evidence as part of their Spending Reviews.
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Context

Aspartof myreview | was asked tolook at and comment on the governance arrangements for the SP Programme
particularly in relation to grant conditions and ring-fencing for excellent authorities. The context of this request
was to inform ODPM about future options while recognising the need for a period of stability. The nature of my
review has been to understand the present arrangements and, where appropriate, offer suggestions for
consideration.

Iconcentrated mainly onthose aspects that will affect the transition fromlegacy provisionto steady state. Unless
expressly stated otherwise my views in this section of my report should be regarded as “there may be merit in
considering and further evaluating the arrangements”.

My starting premiseisthat changestodesignandstructure should beresistedunlessthereare compellingreasons
and/or there is consensus/consultation with those responsible for commissioning, administering and providing
the SP Programme.

| considered nine areas concerning governance and management arrangements where there may be further
developments which would help consolidate the legacy provision as wellas ensure the successful long-term future
of the SP Programme. These areas are:

® commissioning services

e managing the market

e referrals and assessments

e service and strategicreviews
e capacity building

e SPiInspection Programme

e grant conditions

e excellentauthorities

e underpinning the SP Programme with quality data.
Commissioning Services
I am conscious that commissioning is a function that is still evolving. Inevitably in the period of transition there

were some limitations on the role of Commissioners. Equally inevitably, some Commissioning Bodies (CBs) have
established themselves better, and quicker than others.
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Thereis clear evidence that CBs have made a good start. The legacy provision has been secured within all AAs,

there are strong relationships between AAs and providers and over 80% of contracts have been signed by both

parties. The early SP Inspections undertaken by the Audit Commission highlight examples of good practice,

including:

e partnerrepresentativesonthe CBare ataseniorlevelandvoluntary sectorinvolvementisevident onthe core
strategy group

e CBhasdemonstratedthatitiscapable of taking bold decisionsinamannerthat demonstratesjoint ownership
of the needs of local residents and the requirement to prioritise these needs

e CBoperatesunderatermsofreferencethatrecognise therelationship betweenthe CB andthe administering
localauthority

e CBisrobustandhasgrappledwith somedifficult decisions, notably those around the funding for new schemes.

However, the early inspections also highlighted concerns with a number of CBs because of:
e instances where there was a perceived lack of senior representation on the CB

e poor attendance from health and probation partners

e lack of clear purpose and command

e poor engagement by and recognition of role of elected members and board members

e poor risk and contingency planning.

There are similar problems with Core Strategy Groups (CSG) with some additional problems such as:
e agendas which can alienate those outside the AA
e confusion between the role of CSGs and CBs in some areas

e confusion over the role of providers, especially regarding the lack of external providers and a failure to
recognise their genuine fears about conflicts of interests for the AA regarding internal provision.

Some AAs and CBs have extended the CBroleinto arole for Joint Commissioning and there are obvious overlaps
with other forums, such as Local Strategic Partnerships, Health and Social Care Boards, Regional Housing Boards
and Drug Action Teams.

Ithink thereis meritin further work to develop good practice criteria for the model of good commissioning which
may be acompendium of current good practice across arange of CBsto help CBs assess their currentarrangements
and performance.

Inparticular, based on my discussions with SP leaders, the Audit Commission’s Housing Inspectorate and areview
oftheearly SPinspections, I believe there are some aspects of the Commissioning model which could be considered
for future refinement, including the need to:

e improve arrangements for commissioning

e develop objective needs analysis to underpin decisions about future funding levels and service provision
e improve strategic management and development of services at AA, regional and sub regional levels

e focus on specific targets and outcomes for the SP Programme

e better “manage the market” for the provision of SP services.
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During my review, | explored with all parties their view of the merits of commissioning being decoupled from AA
boundaries. There was genuine interest in considering alternative models such as partnerships across London
Boroughs, or within regional or sub-regional boundaries or within metropolitan areas. Most saw some attraction
and benefits butintuitively they felt that the democraticlinktolocal needs was important and should not be broken.

Idonot have astrongview that Commissioning should be aggregated across several AAs but there may be acase
for piloting the option in one or two areas where there is consensus and a “volunteer” grouping.

I recommend that ODPM develop a good practice guide for a model of commissioning for CBs to use as a
self assessment tool. STATUS: 2

I do not recommend any changes to the structure or configuration of CBs but recommend that the good
practice criteriaare used by CBs todetermine the most appropriate structure for themin the context of other
forums in their area. STATUS: 3

Irecommend that ODPM consults AAs on whether one or more “partnership” grouping wishes to volunteer
to pilot different commissioning models across AA boundaries. STATUS: 3

Managing the Market

The SPProgrammeis asubstantial publicinvestmentin preventative support servicesfor vulnerable groups. There
is a developed market in supply comprising local authorities, RSLs, the Voluntary and Charitable sectors as well
as the NHS and some private companies and individuals. The SP Programme has not yet been able to get the best
fromthis market through better benchmark data, market testing and competition, where appropriate. And there
aremany contractsinplace, forlarge sums, which have not beensubjecttoany markettest or proper procurement
process.

The CBs and AAs will need to embrace modern approaches to strategic procurement, working with providers as
valued supply partners as well as putting in place measures to comply with EU requirements.

I believe there arereal benefits to be gained from managing the market. The ODPM should encourage researchto
develop good practice criteria for how to manage the market with a view to securing sustainable supply at a
competitiverate. Thisresearchshouldinclude consideration of how best to stimulate the voluntary and community
sector to provide local specialist services.
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Irecommend that ODPM work with AAs to develop good practice criteria on how to manage the market with
a view to securing sustainable supply at a competitive rate, and the stimulation of the voluntary and
community sections in providing local specialist services. STATUS: 2

Referrals and Assessments

Some of the SP schemes are accommodation based, others are floating. Some are to serve the semi-permanent
needs of certain client groups, others are to serve the short-term needs of other client groups.

CBs and AAs need to ensure they have secured a sufficiency of capacity to meet the fixed and floating needs of
semi-permanentandshort-termuser groups. By enteringintothe contracts with providerstomaintainthesetypes
of schemesthey are securingthe “availability” of capacity. The CBsand AAsthenneedtoensurethattheavailable
capacity meets current “demand” in the most appropriate way. To do this the CBs and AAs need to control or
influence decisions over:

e who canrefer
e who assesses the support needs of that individual
e who determines the most appropriate and cost effective package for meeting those support needs

e who should fund that package, including any element of non-housing related support.

Some authorities have central referral and assessment procedures for these decisions. In some circumstances
these decisions are made by providers. In the latter caseitisimportant for AAs to stipulate their criteria as part
of the contract process.

Service and Strategic Reviews

AAshave followed ODPM guidanceinestablishing Service Review Programmes and, as of August 2003, aresource
intensive task was envisaged of completing over 22,000 service reviews in the three years April 2003 to March
2006. Withinthis overall Programme, AAs were planningto complete over 7,000 servicereviews by 31March 2004.
By August 2003 only 430 had been completed and | understand that some AAs have suspended reviews pending
the outcome of the decision over future funding.

This gives rise to three questions:
e dothe AAs currently possess the resources and skill capacity to actually carry them out successfully?
e doesprogresstodate show that this overall Programme of service reviews is likely to be completed on time?

e isthecurrently envisaged Programme of over 22,000 service reviews the best way to help AAs deliver the SP
Programmeandensureinoveralltermsthatthe SPProgramme delivers the strategic outcomes whichitis meant
toachieve?
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My overall assessment is that the progress to date does not suggest that the overall Service Review Programme
is likely to be delivered on time as originally envisaged. The evidence | have collated over the course of my review
also leads me to conclude that the AAs do not currently possess the resources and skill capacity to carry out the
review Programme as originally envisaged. My conclusion has partly beeninformed by the concern expressed by
the AAs in their responses to the survey. This showed that almost half of AAs rated their skill and capacity to
undertake Service Reviews as Poor or Average. Their preferred main solution to this problem is additional staff,
with staff training and access to specialist skills coming joint second.

In my view, the Service Review Programme will not be achieved within the timescale set and will not deliver the
required level of change tothelegacy provision. There are too many narrowly focused reviews and the workload
to complete such a Programme is out of proportion to the benefits that are likely to accrue. The Programme has
already slipped behind schedule and in overall terms the pace of change likely to be delivered by the current
Programme will be insufficient.

| have therefore considered alternative ways for AAs to review the legacy provision.

One option would be to reduce the overall number of reviews to be carried out, but to increase their strategic
relevance across a wider range of activity, for example by looking at provision for an entire client group. | believe
this canbest be achieved through approachingthe commissioningand development of services at astrategiclevel,
client group by client group, rather than focusing on commissioning and developing services at the individual
contractlevel. Thisapproachshouldinclude, where appropriate, astrategicapproach acrosstheregionalandsub-
regional level, including across major conurbations. My consultations with a range of stakeholders as part of my
review leads me to the conclusion that this is an approach that would find favour and support with several
stakeholders.

An additional option would be to focus initial review activity on the particularly high risk service areas within the
overall Programme, in terms of quality, materiality of the service elements and value for money.

Irecommend that ODPM encourage all CBs to undertake Strategic Reviews of the provision across the four
largest client groups. STATUS:1

I recommend that ODPM consult with AAs and CBs on the resources necessary to undertake such reviews
on a reasonable timescale. STATUS:1
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| recommend that Strategic Reviews include, among other things, specific issues relating to:

e ntegrated packages and the proportion which is housing related support

integrated funding

value for money

cross authority access STATUS:1

I recommend that Service Reviews should be risk-based, including local knowledge and criteria about the
provider, service standards, service costs and the overall size of the contract. STATUS: 2

Adopting this approach would have the following benefits:

it would enable the Review Programme to be significantly accelerated
it would focus the Review Programme activity at an earlier stage on the areas of highest risk

in doing so, it would increase the likelihood of being able to deliver real value to the overall Programme at an
earlier stage, for example in time for the 2005/06 Spending Review.

I recommend that SP teams, in conjunction with CBs should reconfigure their Service Review timetable in
the context of the timetable for Strategic Reviews. Itisimportant that these strategic reviews incorporate
external professional and independent challenge. STATUS: 2

Capacity Building

My recommendationsinrelationto Service Reviews and Strategic Reviews would provide a compelling reason for
looking at ways to address the skills and capacity issue identified by the AAs. It is my view, however, that ODPM
would need to look at capacity building even if my recommendations are not adopted.
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Capacity building within and around the SP teams is not as straightforward a task as providing resources for each
AA to go out and recruit more staff. Many of the skills that the AAs require are highly specialised and strategic
in nature. These skills include:

e contractmanagement

e procurement

e financialexpertise

e service specific experience and knowledge
e communication skills

e changemanagement

e |egal

Many of these skills are already present within individual AAs, but under current arrangements the ability of the
SP Programme at a strategic level to maximise their potential benefitis limited in two ways. If the specialist skills
are present in the individual AA but not within the SP team, their contribution to the SP Programme is limited to
a proportion of their day-to-day tasks. However, if the specialist skills are present in the SP team itself, their
contribution to the wider strategic SP Programme can be limited because for a proportion of their time they will
not be using those specialist skills. Neither situation is ideal.

The option suggested in the previous section for carrying out more Strategic Reviews at a strategic level across
a wider range of activity would enable the creation of specialist strategic teams, maximising the use of scarce
resource andtalent, targetingits effectiveness exclusively onthe SP Programme and spreadingits benefits across
awider number of SPteams. Forexample, takingametropolitanareaasawhole, aspecialistteambrought together
tolead a Strategic Review conducted across all of the Metropolitan Boroughs would not only provide investment
in extraskills and capacity for the entirety of AAs themselves, but would also allow the existing skills and capacity
in the entire Metropolitan area to be further leveraged for the collective benefit of the whole area. For example,
these specialist teams could as part of their work carry out some of the additional training which the AAs are saying
their existing staff require in order to maximise their own individual effectiveness.

There is a case for using administration resources specifically to support this model of organising SP teams and

their work. It would represent good value for money to invest in boosting the skills and capabilities within and
surroundingthe SPteamsinthis way to helpreconfigure theresources currently consumed by the legacy provision.

I recommend that the ODPM invest in capacity building for the SP teams to help them deliver a more cost
effective development of the SP Grant. STATUS:1

I recommend that ODPM invite SP teams to volunteer for pilots which might enable local SP teams to work
closer together and to share skills. STATUS: 2
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The SP Inspection Programme

The SP Inspection Programme headed by the Audit Commission has already yielded valuable insights in its first
nine months. These include a range of examples of good practice by AAs, including:

e the willingness to embrace certain aspects of partnership working, such as working in a cross departmental
way

e the commitment of AAs to make things work for users

e the existence of robust delivery mechanisms.

SP Inspection evidence to date has highlighted that progress has not been so good in the following areas:
® agreeing a clear vision and priorities for AAs SP Programmes

e ensuring that there is clarity about roles and responsibilities

e establishing adequate governance arrangements

e risk and contingency planning and performance management

e preparation for service review and monitoring responsibilities

e ensuring that all the key communication channels are in place and are working well in practice

e financial management

® engaging with service users.

| understand that the Audit Commission intends to publish the key findings from its early inspection work in a
“Learning from Inspection” report in early 2004. | welcome the Audit Commission’s commitment to share early
findings in this area. The Learning from Inspection report should contribute greatly to the development of good
practice for CBs and AAs.

Under currentarrangementsitisenvisagedthatthelnspection Programme will be completed overafive year period
endingin September2008. I have suggested optionsthat could enable a Service and Strategic Review Programme
todeliverrealvaluetoall SPstakeholdersat anearlier stage through acceleratingthe pace of reviewsand focusing
initial activity on particularly high risk areas within the overall Programme.

There may also be scope, subject todue process and the proper application of strategic regulation, to harness the
Inspection Programme to an accelerated pace of change, especially for any authorities deemed high priority.

| am aware that ODPM and the Audit Commission have already had discussions on this subject and discussions
are continuing about due process, the criteria to be applied and the resourcing/timing implications.
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| recommend that ODPM continues its discussions with the Audit Commission to review its inspection
Programme to secure an earlier completion of the high priority authorities. STATUS:1

I recommend that these inspections at the high priority authorities should be holistic reviews looking at all
aspects of need, strategy, user outcomes, service provision and value for money. STATUS:1

Grant Conditions

The objective of any fundingmechanismistoensurethatthe Department’s policy objectives are met and that money
voted by Parliament is spent for the purposes intended.

Under existing arrangements, the SP fundingis ring-fenced, although a much lighter ring-fence is applied in CPA
“excellent" authorities. Thisisnormal where funds are approved for aspecific purpose -inthis case, non-statutory
housing-related support to vulnerable groups. The SP funding is made available on the specific understanding
thatits purposeistohelpvulnerable peopletoleadindependentlivestothe greatest degree possible, without having
to become a burden on other, more expensive services - for example through recourse to local health services.

Inmy view thereismeritinmoving the focus of the fundingregime away fromaninput-based specificgrant, towards
a needs-based allocation. The key advantages would be that:

e theneedtodefineeligible expenditure would be removed, which to date has proved complex and problematic
e funding would reflect need rather than historic provision

e Dbetterincentives would be provided to authorities to ensure value for money and joined up service provision.

However, | recognise that movement to an allocation system cannot happen overnight and would require the
ODPM to:

e design an allocation formula which adequately reflects needs
e form a view on reasonable unit costs

e clearly define outputs and performance measures against which authorities would have to demonstrate
achievement.

Inthe longer term | believe ODPM should move to unring-fenced grant for all authorities, in accordance with the
principles of strategic regulation and reducing the accountability burden.

In both the medium and longer term thereis a strong case for retaining specific grants for vulnerable groups for

which ODPM may wish toinfluence local provision and gain assurance that funding has been used for the specific
purpose intended.
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| have looked at the grant arrangements and considered the options available to ODPM based on good practice
principles for funding and assurance mechanisms across three main options:

e specific grant based on eligible expenditure
e allocations based on need

e unring-fenced/mainstreamgrant.

My reportidentifiesthat thereareclearlyanumber ofissuesregardingthesize of the overall SP pot, resulting from
the Platinum cut exercise, which remain to be addressed. In particular, prima facie evidence relating to
examples of:

e high unit cost of provision
e provider-led, rather than needs-based, provision
e cost allocation and apportionment

e significant in-house local authority provision which may include budget shifts, non-housing related support
and high unit costs.

These are valid issues but are largely matters of value for money, rather than compliance. It is possible for
expenditure to be eligible in accordance with the conditions of grant, but represent poor value for money.

Itis my view that a compliance audit of the 2003-04 grant will not help address issues regarding the overall size
of the pot. Neither do | think that external audit certification of the grant is the most appropriate assurance
mechanism to address issues about value for money.

Assurance on value for money should primarily be sought through:
e the servicereview process, including the wider strategic reviews | have recommended elsewhere
e theinspection process, which should be targeted initially on high priority authorities

e AA and ODPM review of performance monitoring reports, and challenging apparently high unit costs.

I recommend that ODPM:
e reconsiders the proposed external audit certification of the 2003-04 grant, seeking instead to:

— gainindependent assurance on actual 2002-03 THB expenditure through reconciliation of Platinum
cut figures to audited 2002-03 Housing Benefit subsidy claims

— gain assurance on the key risk area of value for money in the ways outlined above
e considers merging the Administration Grant with the SP Grant

® moves, over time, from a specific grant based on eligible expenditure, to a needs-based allocation and
ultimately unring-fenced grant. STATUS: 2

RSM Robson Rhodes LLP



Review of the Supporting People Programme
Independent Report

4]

I recommend that ODPM review the detailed analysis of AAs profiles perhaps in conjunction with the AAs
external auditors toenable themto consider, as part of theirnormalrisk-based planning, the appropriateness
of further reviews based on value for money considerations. STATUS: 2

lam conscious that there hasbeennoindependent audit of the Platinum cut and that thereis noglobal reconciliation
which canexplainthe growthinthe SP Grant back through THBtoitsimpact onother budgetsincluding AAs, other
departments and housing benefit.

The establishment of the baseline allocations involved:

a complex definition of eligible expenditure, defined through legacy funding streams, primarily THB
ensuring consistent capture of data and calculation of contract values through use of standard IT software
external audit assurance that data was accurately input into the software at the “Golden cut" stage

reconciliation by ODPM of final “Platinum cut” datatolegacy funding stream totals including primary HB data.

We understand that ODPM reconciled the final Platinum cut data to legacy funding stream totals. Since that
time authorities have prepared and submitted audited 2002-03 Housing and Council Tax Benefit claims to
DWP, which include an analysis of 2002-03 expenditure on THB. This is useful intelligence.

Irecommendthat the department use the 2002-03 THB claims as anindependent check against authorities’
Platinum cut estimates. STATUS: 2

I recommend that ODPM consider, in conjunction with others, whether it is possible and worthwhile to try
and reconcile the growth in the SP Grant back through THB to its impact on other budgets - recognising
that it may only answer questions, and of itself will not lead to any change in legacy provision. However,
it may help answer questions at a national public spending level. STATUS: 2

Excellent Authorities

It has been suggested that the ring-fencing be removed completely in line with freedoms and flexibilities for
Excellent Authorities, toremove them fromallrestrictions onuse of SP funds. lam persuaded that the debate should
not be about “if" ring-fencing should be removed, but when. These freedoms have been earned and should be
extended as soon as practicable to the SP Programme.
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However, the ODPM and HM Treasury will undoubtedly wish to consider the timing very carefully. There are good
reasons to consider a period of reflection before extending those flexibilities, particularly:

e the CPA process did not include any assessment or scoring of the SP Programme or capability

e thereisnoprovencorrelationbetweenexcellenceintermsof CPAandexcellenceinrelationto SP Administration
e there are doubts about the value for money of the legacy provision

e excellent authorities will only receive an SP Inspection if they volunteer and not all have

e thereis widespread concern that the least vulnerable groups may be neglected by many authorities.

As part of the decision when to extend the freedoms and flexibilities, the Government may wish to consider:
e the basis for future allocations to ensure it is applied consistently to all authorities
e the need forinspection at any authority which appears to have unusually high unit costs

e the potential for extending the SP Programme into the future CPA process in terms of inspections and key
performance indicators

e the measures to ensure that the least popular vulnerable groups are not marginalized in future allocations
and spending decisions.

I do not recommend an immediate move to unring-fence further the SP Grant for excellent authorities, or
extend increased freedoms and flexibilities to other authorities, until the Government have had time to
consider the issues above and others raised in this report. STATUS: 2

Underpinning the SP Programme with Quality Data, Information and Knowledge

The provision, management, dissemination and consistent widespread use of good quality data, information and
knowledge will be critical in the medium- to long-term success of the Supporting People Programme.

The importance of addressing some issues about existing data quality and data categories have already been
mentioned in this Independent Report in the context of understanding unit costs in legacy provision. As the SP
Programme matures over the coming period, there will be a need to maximise the quality and accuracy of data
captured and provided. This is partly to ensure good financial control and governance of the Programme. But
it is also a prerequisite for the success of Phase 2 and 3 of the SP IT Programme, and in particular the imminent
development of a number of activities that require a flow of information between SP stakeholder organisations.

The “Hub Services" project has been developed by ODPM to capture this flow of information and associated

services. If successfully implemented, Hub Services (HS) will be a major factor in the SP Programme’s long term
success and make a major contribution to reducing the bureaucracy burden.
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HS was initially envisaged as a central IT system joining together local authorities, service providers, ODPM and
perhaps clients to provide a single point of access to SP services. However, following a review of the project by
ODPM, it wasdecidedtoadoptadifferentapproach. Thisresultedinthe project teamlooking at the different projects
taking placeinthe SP arenaand concluding that a potentially better way to deliver HS would be to concentrate on
all the disparate projects and investigate ways to join them together.

The Office of Government Commerce (OGC) has been consulted on the proposed procurement strategy for each,
as part of the OGC Gateway process, and are content.

Elements of HS discussed as options so far include:

National Directory which is expected to:
e provide a means to capture and join up current information about needs and supply
e provide structured common information about services

e improve services for users by providing an effective way to match clients and services, including better
supported referral processes and wide awareness of services

e supportthedelivery of the preventative agenda

e support simpler administration.

Client Tracking system which is expected to:

e enablethetrackingof clientsthrough SP services and also be able torecognise the clientif they return having
not been in SP services for some time

e help practitioners to have this information and so enable them to plan better and more appropriate services
e enable CBs to have high-level information about the success of services in their area
e assist AAs with service review

e be usedin evaluating the client outcomes of SP and for ongoing research purposes within the ODPM.

Enhanced SPKWeb which is expected to:

e provide a portal for the SP community and the citizen to use and gain access to other information about SP,
whether that is provided by ODPM or other organisations

e provide an effective way to share information and positive practice
e provide links to other related organisations

e provide an area for discussions.

The ODPMin-house dedicated “team” for delivering HS to date consists of a Project Director, supported by a Project
Boardestablishedunder PRINCEZ2. This has beensufficient for the project thus far, as the project has only reached
the procurement stage. However, given the strategic importance of HS to the long term success of the SP
Programme, coupled with the complexity of managing the successful delivery even of just the initial individual
components, additional resources will be allocated as the project gains momentum.
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Boththeresourcing of thein-house team and the governance arrangements areissues that need to be addressed
by the time of the OGC Gateway 3 Review - Investment Decision. Earlier resolution would not be unhelpful to the
successful delivery of HS, and thereby the wider SP Programme.

I believe that this initiative will yield significant benefits to ODPM, AAs, providers and the overall maturity of the
SP Programme. It is key to ODPM and the AAs that this initiative is implemented successfully and on time.

| recommend that ODPM consider the resourcing and governance arrangements of the “Hub" project to
ensure its success and safe passage through the OGC Gateway 3 Review. STATUS:1
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5 Closing remarks

Throughout thereview I have sought toreconcile the “public purse” perspective and the legitimate requests from
the sector to be “allowed to manage”. In responding to this review | would ask that all stakeholders view my
recommendations in the context of both perspectives and work together to determine a stable future for the SP
Programme in the interests of:

e all vulnerable groups
e those who provide services to them

e andthose who have to raise, allocate and distribute the necessary funds.

P —

—=

Eugene Sullivan
Head of Public Sector Services
RSM Robson Rhodes LLP 12 January 2004
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A Views from SP teams and stakeholders

Future Allocations

“If the ODPM need to cut the allocations they should target costs. Give anindividualised budget to each authority.
That will make us think."”
SP Team Leader

“If there have to be cuts look at AAs on a case by case basis. | wonder about some authorities’ submissions. Set
abaselinefigure for client groups. £500 per week could not have been part of rents. £1,000 can't be just housing
related support.”

SP Team Leader

“The XYZbelievesthatthe ODPM must undertake atotalreview of its proposed allocations formulain consultation
with local government. The ODPM is asked to provide exemplifications of a range of options.”
Written quote from representative body

“The ODPMexpressedtheir concernabout the level of THB claims and the possible size of the national budget during
the implementation of the Programme. Some SP Lead Officers suggested capping individual claims. The ODPM
tooktheviewthatiftheydidthisallclaims wouldrisetothelevel of the cap.ldid notagree withtheir view particularly
astheycouldhaveintroduceddifferent cappinglevels for different services.However they chosetotake noaction
and have to accept some responsibility for the current position.”

SP Team Leader

“Ministers need to be made aware of the potential for disruption, not only to services currently funded through
the SP Grant but other nonrelated services which may have to lose funding because of a need to transfer funding
to maintain those SP services that support the most vulnerable.”

SP Team Leader

“We played fair with our budgets. We know we stillhave gapsin provision - we need services for supporting people
with substance abuse problems. Where's the funding going to come from? We haven’'t got any slack to
redistribute.”

SP Team Leader

“April 2003 should be regarded as the 'high water mark’ for the inherited provision. After this SP Grant will

undoubtedly be cut for many inherited schemes.”
SP Team Leader
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Eligibility and Funding Shifts

“There are going to be eligibility shifts between THB and SP Grant. We knew what was happening. We raised it
at practitioners’ group. Everybody knew, we've been waiting for it to be called to account.”
SP Team Leader

“The future development of the SP Programme will be plagued by authorities who have done nothing and plagued
by authorities who have maximised, and plagued by authorities who have discouraged different client groups.”
SP Team Leader

“Nobody is denying that authorities have had a windfall gain through better costing of housing related support
and freeing up other funds. Maybe we have done that too successfully.”
SP Team Leader

“Health are also providers of Learning Disability packages. Under SP we have allocated a third to SP Grant and
two thirds to NHS."”
Executive Director, Social Care

“There was clear shifting of health costsinthe Learning Disabilities and Mental Health contract with the provider.”
SP Team Leader

“THB guidance was much wider than Eligible Welfare Services. Far less would be eligible if we applied the latest
guidance. We would lose large numbers, especially in Learning Disabilities and Mental Health. Under THB we had
accountants looking at costs.”

SP Team Leader

“There has been cost shifting from our main budgets. The money has goneintootherservices. Without it we would
have been in deficit.”
SP Team Leader

“There are services in XYZ which have never been funded by the local authority and have always received full
funding through the Housing Benefit system. Some of these services would not be eligible for full funding under
the new definition and if their funding was reduced they would need to seek funding from the local authority.”

SP Team Leader

“Many of the problems we are now facing derive from the interpretation of the A10 Guidance. | think the ‘eligible
welfare services' definition now being applied in the Grant Conditions could cause as many problems. If the SP
Grantallocationissignificantly reduced local authorities couldinterpret the new definitioninaway, which reduces
thefinancialimpact onthe authority, but could cause major problems for providers and disrupt the current pattern
of services."”

SP Team Leader
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“It may not have been the ODPM's intention that services previously funded by the local authority or the Primary
Care Trust should be funded from THB but there was nothing in the circular which stated that services previously
funded by the local authority or the Primary Care Trusts could not be funded through THB."

SP Team Leader

“Thereareservicesin XYZ,whichwere previously funded by the local authority,and the Primary Care Trust, which
arenow funded through the SP Grant. However I thinkitisimportant to examine the local context. The Preserved
Rights Funding transferred to XYZ from the Department of Healthin 2002 was less than was required to meet the
commitments and the deficit had to be funded from existing budgets.”

SP Team Leader

“Insome authorities SPteams didn’'t brief Social Services colleagues prior to their carryingout client assessments,
sotheymight not have been fully aware of the SPremit. This may haveresultedininappropriate claims for SPmoney.
It may alsohaveresultedinunder-claiming by providerswhoforgot toinclude costslike trainingand staff on-costs.”

SP Team Leader

“Some 90% of people using SP services need more than housing-related support. For 75% of units, only 25%
of the cost is HRS."
SP Team Leader

“The authorities with the most under-resourced HB teams were most prone to letting costs spiral out of control.”
SP Team Leader

"It takesaverylongtimetoassessclaims properly -youneedtobetenacioustogetallthenecessaryinformation,
and strong so as not to be overwhelmed by pressure to agree to claims which you don't know enough about. You
need expertise, so that when people from Social Services or Health departments say that you don't know the HB
regulations, you can stand up to them and say ‘this is not housing-related support - you pay forit." In a number
of authorities the people assessing THB claims didn’'t have this expertise.”

SP Team Leader

“Some Programme providers were represented by consultants who advised providers to increase their budgets
tomakethe most of THB arrangements. The consultants would really put the pressure on THB officers - they would
ring every day for weeks pressing for decisions.”

SP Team Leader
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Opportunism

“There was a mad rush to get hold of the money."”
Provider

“Floating support was a licence to print money. Too many took advantage. There is no money for growth, there
are going to be cuts. Learning disability providers inflated their prices.”
SP Team Leader

"It came as absolutely nosurprisetome, nor lamsuretomost othersinvolvedinthe SP Programme, that the costs
of the SPProgramme escalated sodramatically. Inmyrole as Regional Operations Director for XYZ Iwasamember
of the SP Core Strategy Group for one local authority, where the Housing Benefit senior officer on the group more
than once expressed his astonishment and concern at the scale of the growth in his Housing Benefit costs as
providers rushed to get on the bandwagon and claim HB to secure SP legacy funding. It was a case of ... do you
realise what is going on??... this is going to be a disaster. | heard the same stories from numerous other sources
nationally, both inside and outside XYZ. The huge increase in costs was completely predictable (and was widely
predicted long before 31 March 2003)."”

Written quote from provider

“Someareservices previously funded from community care budgets, because Social Services Departments were
extremely keen to gain increased income by moving some of their costs into a new funding Programme. For
example, after considerable internal debate | agreed to one such transfer of costs in this region, at an Extra Care
scheme, because sustained pressure was being brought to bear on us by our partner local authority. Costs to our
residentsincreased dramatically asaresult, althoughthey were ‘pickedup' by HB and now by SP (for the moment).
| had and have considerable misgivings about whether this was the right thing to do.

Giventhat the costs we are charging at the Extra Care scheme in question are apparently considerably less than
some others are charging (in terms of SSD-transferred budgets) | gave in and acceded to the wishes of the local
authority. One or two similar things happened in other parts of XYZ."”

Written quote from provider

“Some of the cost increase represents additional income going to providers. Whilst all this was going on XYZ
tookafirmstandandrefusedtoincreaseour chargestogainadditionalincome from SP. Ourservices are chargeable
ones. We refused to increase charges to our residents over and above what they would have experienced had
the SP Programme not come into existence. You will be aware that the ODPM published a booklet for sheltered
housing tenants promising that their charges would notincrease as aresult of SP. Aslam sure you know this was
widely ignored by providers. | am well aware how many providers imposed an SP levy on their sheltered housing
tenants - directly or indirectly encouraged by some advisers.

If SP levies happened in the sheltered housing sector | would guess that they became very common indeed in the
supported housing sector where services are not chargeable. | have little direct knowledge of this but stories
abound of providers using creative methods toincrease theirincome, knowing that their tenants were protected
from the cost inflation that resulted.”

Written quote from provider
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“Concernhasbeenexpressedabout the proportion of the nationalbudget goingtothose with Learning Difficulties.
Valuing People set the government's agenda for people with learning difficulties. They should not be surprised
that local authorities and Primary Care Trusts looked at how this agenda could be delivered and identified the
funding opportunity provided by the SP Programme. Local authorities and Primary Care Trusts may be accused
of being opportunistic but they were pursuing the government's agenda.”

SP Team Leader

Value for Money

“The review process is starting to unlock efficiency savings which we can use for unmet need or to contribute to
Corporate Agenda. We are achieving savings of 15-20% over two years for strategically relevant but expensive
services."”

SP Team Leader

“ldon't think all providers are providing good value for money services. | don't know anyone who does think that.
Look at those who stick out as high cost.”
SP Team Leader

“No one knows if these services are value for money. We had a significant windfall in Housing and Social Services
from THB. It helped with our budget deficit, without it other services would not have been provided.”
Former SP Team Leader

"Weneedtounderstandthe complexity of what we'veinherited. We've got high costsinhomeless services, support
tothevoluntary sector, expensive sheltered provision (including two schemes with different providers across the
road from each other). We need thorough service reviews to test value for money."”

SP Team Leader

“There has to be some re-allocation. We need to make the money work harder. Segment the SP Grant for
mainstreaming, co-fund certain client groups and protect unpopular groups. Trust responsible local government
to re-prioritise.”

SP Team Leader

“Floating support was a licence to print money. Too many took advantage. There is no money for growth, there
are going to be cuts. LD providers inflated their prices.”
SP Team Leader

“The City Council is bringing together a team of staff from Supported Living (Social Services) and the SP Team to
review all high cost cases. Inrespect of the high cost caseshave nodoubt that asignificant reductioninthe current
payment could be achieved.”

SP Team Leader
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“The ODPM have now changedtherulesasthey are entitledtodoand nowrefertoeligible welfare services. | gave
you a copy of our interpretation of ‘eligible welfare services'. My reading of the new definition would mean that
existing SP payments would be drastically reduced. When we met | said you could interpret the new definition in
a way, which could cut payments by 50%, and in many cases much more.”

SP Team Leader

“Theemphasishasbeenonthe cost of services-weneedtobeaware that quality of service provisionisn't forgotten
in the panic about budget.”
SP Team Leader

“Itislegitimate for SPteamstobeunderpressuretoprovevalue for money, but we need guidance fromthe centre.”
SP Team Leader

Pace of Change

“The paceof changeisimportant. I'mnot surprised by alongtermagendafor changingthelegacy provision. Service
reviews are complex and time consuming, especially to get to the crux. I have to look at correlations and supply,
needs, costs, value for money across our own pattern of provision and across authorities. How am | going to do
itinthe time?"”

SP Team Leader

“We need a manageable pace of change. We don't know what our supply was. We are just coming to terms with
understanding it.”
SP Team Leader

“The pace of change is very important. SP teams are very tired. Providers are tired too.”
SP Team Leader

“The ODPM should consider phasing the introduction of the formula as the consequences of major change would
be to disrupt services or enable new planned services to be provided elsewhere.”
Written quote from representative body

“Clearly we are where we are and need to move forward. The level of funding will change but the crucial issue is
how the change is managed. It has to be phased otherwise there will be major disruption in the market, which will
not be in the interests of service users, the local authority or the government.”

SP Team Leader
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Allow us to Manage

“There has to be some re-allocation. We need to make the money work harder. Segment the SP Grant for
mainstreaming, co-fund certain client groups and protect unpopular groups. Trust responsible local government
to re-prioritise.”

SP Team Leader

“We haven't designed this system. You've let things grow haphazardly. Service reviews are not happening. It's
astalled process. Our nightmare is a quick decision based on cost not looking at service provision. It's only been
going eight months. Give it time to settle down and let the reviews do the work."”

Provider

“Clearly we are where we are and need to move forward. The level of funding will change but the crucial issue is
how the change is managed. It has to be phased otherwise there will be major disruption in the market, which will
not be in the interests of service users, the local authority or the government.”

SP Team Leader

“We all know that we have some schemes which are not providing appropriate services or value for money. Inour
case we are beginning to address this through the service review process.”
SP Team Leader

“Itis sensible for SP and Social Services to carry out service reviews in partnership. Thisis more informative and
makes best use of resources.”
SP Team Leader

Capacity Building

"It would be bettertogoinand give authorities targeted help and capacity building - on quality work, thinking and
special projects.”
SP Team Leader

“The tools are there. Build SP capacity - and give them time."”
SP Team Leader

“The pace of change is important. I'm not surprised by a long-term agenda for changing the legacy provision.
Servicereviews are complex and time consuming, especially to get to the crux. I have to look at correlations and
supply, needs, costs, value for money across our own pattern of provision and across authorities. How am | going
todoitinthe time?”

SP Team Leader

"Resourcingis anissue forus. We can't undertake all the tasks. And we need specialist skillsin Finance, Contracts

and Legal issues.”
SP Team Leader
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Leadership

“There is a concern about corporate ownership of the SP Programme. The Council is not listening. In other
authorities the SP team is embedded.”
SP Team Leader

Commissioning

“We needtoco-ordinate commissioning. Development-led schemes sparked off the need for better commissioning.
Provision not well managed.”
SP Team Leader

About Provision
Needs

“More work is required to correctly identify need. The current proposals fail to identify high levels of need and
penalises a range of London, Metropolitan and other Urban authorities.

The best measure of need should be adopted where data allows.
More work is required to ensure that the correct weightings are applied to each indicator.

Furtherresearchisurgently neededtodeterminetherelationship between“urbanicity” andtherelative differences
in need and service costs. The impact of high population mobility should also be considered.

The ODPM should ensure that targets on change in service patterns are not based on financial objectives arising
from a flawed allocations formula.

Any allocations method must include an adequate Area Cost Adjustment to reflect the additional labour cost of
delivering services in different areas.”
Written quote from representative body

Capital/Growth

“The current confusionsurrounding pipeline schemes andthe threatened virtualmoratorium on future supported
housing bids is another example of the whole sector being penalised for a Programme allowed to escalate out of
control before it had even begun.”

Written quote from provider

“Further expenditureis neededtosecure additional services for vulnerable peoplein private accommodation, areas
without access to services and to secureinvestment in modern services that complement other public services.”
Written quote from representative body
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Learning Disabilities

“This review has unfairly focused on people with learning disabilities.”
Provider

“The provision for people with learning disabilities is not rational. It never has been.”
Provider

"Floating support is generally a good idea. But look at the high cost of floating support for LD. We had four/five
providers approachus post Golden cut. The schemes are low cost but variable value for money. I'm worried about
depending on small providers with low reserves and cash flow problems.”

SP Team Leader

“For people with a learning disability, it has helped to make progress to achieving the policy objectives set out in
the XYZ's '"Valuing People’. Thisrecognised the need for more housing and support packages for those living with
elderly parents as well as providing an opportunity for younger people to leave home. ‘Valuing People' also
recognisesthatthereshouldbe arange of options, notjusttraditional residential care,andthat people should have
a choice of where to live and who to live with. SP has made this a reality for many people.

About 60% of people with a learning disability live with their families, the same percentage as 30 years ago, and
most of the rest have traditionally lived in residential care homes. ‘Valuing People’ wanted more people to have
the opportunity to live independently in their own home with the appropriate level of support ranging from a few
hours a week to 24 hours a day. This modelis known as ‘supported living'. This fits in well with the SP Programme
and the benefit has been that an extra 15,000 people are now living in this way.

The SP Programme was designed to provide an integrated planning and funding framework to enable vulnerable
people tolive independently in their own home and this it has achieved. Guidance was issued, by the DWP and SP
teams, onthecriteriafor housing support for people with alearningdisability. This was followed by the vast majority
of landlords and providers of support.”

SP Team Leader
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“Thetransitionalarrangements between 2000 and 2003, coincided with the implementation of the Care Standards
Act which imposed tighter standards on residential care homes. This posed a particular problem in that many
homes for people with alearning disability were smalland could not meet the new standards. They could have closed
but a better alternative was to re-focus the service to be more person centred and adopt the principles of
independent living set out in 'Valuing People’. There is a myth that this involved uncontrolled, ill-informed de-
registration. Thisisuntrue andthe vast majority followed the procedure laid down by the National Care Standards
Commission and were agreed with commissioners at a local level.

XYZ, as both a campaigning organisation and a service provider, supports the move away from residential care
to supported living. When services are de-registered, this must mean significant changes in the running of the
'home'and power must have shifted fromthe staff tothe tenants. Thisshould be a key part of the quality test when
schemes are reviewed at a local level. The influence of ‘Valuing People’ on these changes, which have been so
beneficial to people with a learning disability, cannot be overestimated.

SP has been a great success and the fact that spending was higher than budgeted, shows the level of previously

unmet need. Thefiguresforalearningdisability show that thereare nearly 90,000 adults living with their parents,

many of whom would like to live independently, but they are not giventhe chance. We would suggest that far from
restricting funding for the Programme, these figures show the need to increase it.”

Written quote

Campaign Organisation

Service Provider

“Concernhasbeenexpressedabout the proportion of the national budget goingtothose with learning difficulties.
Valuing People set the government's agenda for people with learning difficulties. They should not be surprised
that local authorities and Primary Care Trusts looked at how this agenda could be delivered and identified the
funding opportunity provided by the SP Programme. Local Authorities and Primary Care Trusts may be accused
of being opportunistic but they were pursuing the government's agenda.”

SP Team Leader

“Be careful about generalising the learning disabilities client group. The differences between clients with the
highest and lowest levels of need in this group are more pronounced than the difference between other clients’
groups.”

SP Team Leader

“We wanted to put a client with learning disabilities in supported housing but the Social Services department

thought that because theaccommodation wasonacouncil estate, it wasinappropriate. Infact the estate had good

quality stock and a welcoming community, but Social Services didn't understand the local housing picture.”
SP Team Leader
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Generic

“Genericschemesareanareaofconcernforus. Itishighcostanditusedtobe part of HRA submissionas Intensive
Housing Management. We would like to know whether it is proper to be included in SP Grant as housing related
support for vulnerable people.”

SP Team Leader

Unpopular Vulnerable Groups

“The future development of the SP Programme will be plagued by authorities who have done nothing and plagued
by authorities who have maximised and plagued by authorities who have discouraged different client groups.”
SP Team Leader

"ODPMshouldlook atthesingle pot. It may be bettertobreakit up for different groups. It shouldring-fence monies
for unpopular groups to remove the politics. Don't take money away from the ex-offender schemes.”
SP Team Leader

De-registration
"You could question whether these de registrations were in the interests of service users. However, they were
allsubjecttoindependent scrutiny by the National Care Standards Agency who acceptedthat the services provided

did not require registration.”
SP Team Leader

Authors Note

Some quotes are repeated because they illustrate a view under more than one heading.
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Main client group statistics
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Summary of recommendations
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C Summary of recommendations

High Cost Authorities

2004/05 SP Allocation
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C Summary of recommendations

Distribution for 2004/05
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C Summary of recommendations

Distribution of Grant

Future Growth
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C Summary of recommendations

Arriving at a Robust Evidence Base

Addressing Unmet Need
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C Summary of recommendations

Floating Support

Generic Support

Commissioning Services
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C Summary of recommendations

Managing the Market

Service and Strategic Reviews
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C Summary of recommendations

Capacity Building

The SP Inspection Programme

Grant Conditions
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C Summary of recommendations

Excellent Authorities
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