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Service Review Procedure

Value for Money Procedure

1.  Background

The assessment of value for money (VFM) has taxed the care and support sector for many years with no generally accepted approach having emerged…This paper does not claim to have solved this conundrum and so does not aim to provide the last word in guidance on this subject.  Instead, it aims to assist administering authorities.

ODPM, May 2003
In the absence of any definitive ODPM direction regarding undertaking a value for money (VFM) assessment it is necessary for us to adopt a practical approach and ask, ‘what to we want to achieve from a VFM assessment?’

The answer is that we need to be sure that Supporting People Grant (SPG) is:

· Not being used to fund non-eligible support activities, including voids, health care services, specialist counselling and housing management.

· Funding cost effective services which can fully account and justify their use of SPG

· Funding services which are performing efficiently to provide contracted levels of support

· Funding quality driven services that are committed to continual improvement in accordance with the Quality Assessment Framework 

This paper outlines a VFM approach which, when applied to any service, will provide a guarantee of quality and performance as well as generate efficiency savings.  It is a cost-effectiveness analysis, as recommended by the ODPM, which will “compare the costs of different ways of achieving similar outcomes.” (ODPM VFM guidance 2003:3).  Inputs such as staffing are compared to outcomes such as quality, performance and number of service users being supported.

This proposed approach will focus on the following areas.  The procedure behind each heading will be proposed separately in this paper.  The proposed reporting tool, which Review Officers will use, is attached as Appendix A.  This will ensure that all necessary data is collated in one place

1. Service Profile

2. Benchmarking unit cost

3. Analysis of  the service budget

4. Performance data 

5. Quality/Cost Comparison

6. Recommended Action 

2.  The Procedure

At the pre-review meeting between the Reviewing Officers and the service provider, the Provider will be asked to provide scheme budgets showing a breakdown of income and expenditure for the service.  This should include SP and non-SP funding sources.  It should show predicted expenditure and actual expenditure against each budget heading.  

Ideally we would request the most recent 3 years service budgets.  For the interim period we would need a minimum of 2 years (April 2003 onwards). 

The Provider will also be asked to submit clarification of other services provided by the service, even if they are not funded by SPG (for example, health care services, specialist counselling and housing management). 

This is all of the basic information that we will need to request from the provider in advance of the VFM analysis.  The remaining information required is derived from contractual information, the performance data submitted quarterly by the providers, benchmarked data from the ODPM and other Greater Manchester Supporting People Teams and quality information obtained from Stage 2 of the service review procedure.  Throughout this paper when each stage of the VFM procedure is explained it will be made clear where data is derived from.  It will be written in blue italic text.

2.1 Service Profile

The following information (in bold text) will be input to a excel spreadsheet (see Appendix B):

Contracted hours per week 

Percentage support                (contractual information) 

We have recently undertaken an exercise with providers to revisit the number of staff providing the support service.  They have submitted revised contractual information to identify the total hours of staff time employed per week and the proportion of this time which is spent on SP eligible tasks.  The sum total of this information will be input. For example:

Position



Staff time (pw)

Support Hours (pw)
%

Support Worker


30



20

66

Support Worker


30



20

66

Support Worker


20



10

50

Manager


37


 
 2

 5


Total



117



52

44

Units

Total contract price (gross contracts)         (contractual information)

Price per unit (subsidy contracts)

The excel spreadsheet will then use this data to produce the following information:

· Support provided to each service user (hours per week) 

· Staff to service user ratio

· Price per service user per week (weekly unit cost)

· Price per service user per hour  (hourly unit cost)

2.2 Benchmarking cost (contractual information)

	Similar services in Stockport
	Weekly unit cost
	Hourly unit cost

	
	
	

	
	
	

	
	
	

	
	
	


	Similar services in Gtr Manchester authority areas
	Weekly unit cost
	Hourly unit cost

	
	
	

	
	
	

	
	
	

	
	
	


	ODPM *

Regional Benchmarking

Unit cost per week
	Lower quartile
	Upper quartile

	
	
	

	
	
	

	
	
	

	
	
	


	ODPM *

National Benchmarking

Unit cost per week
	Lower quartile
	Upper quartile

	
	
	

	
	
	

	
	
	

	
	
	


* Please note that the ODPM do not publish hourly unit cost data
Both hourly unit cost and weekly unit cost of the service will be compared to Stockport data for the same client group in addition to Greater Manchester data, ODPM regional and national data.  Trafford SP Team has offered to maintain a database of anonymised unit cost information (by client group).

This aim of this exercise is not to drive down costs to the lowest regardless of quality.  It is not the intention to focus on minor price differences or assume that high cost services are problematic.  As the ODPM guidance highlights, “Particularly low costs can be indicative of unsustainable or risky services e.g. because of inadequate staffing levels or employment of inexperienced staff.” (ODPM VFM guidance 2003:5)  

Like services will be compared alongside outcomes in terms of performance information gleaned from the quarterly performance returns and the quality data derived from the Quality Assessment Framework and validation visits.

The benchmarked costs will be used as a basis for investigating whether the cost of the service is matched by consistent performance and quality.  Can the service explain and justify the SPG it is currently receiving?  They will be taken into consideration alongside the analysis of the service budget, staff to service user ratio and quality.

2.3 Analysis of Service Budget  (information to be submitted by the Provider)

This analysis will firstly focus on the following information:

Total scheme income (including non-SPG funding*)

SPG income

SPG income as % of total income

*Including rental income 

The provider will have submitted as list of other non-SP funded services.  The proportionate funding will be compared to the time spent providing the ineligible services.

The analysis will then identify how the SPG is being spent by looking at the following individual areas of expenditure:

· Staffing

· Travel

· Insurances

· Locum Costs

· Admin

· Office overheads such as finance, IT HR, audit and accountancy, publicity, office accommodation, legal costs, quality control and policy development

(Source: ODPM Batch 2 survey & ODPM Service Reviews, Assessing         Value for Money, July 2003:9)


The ODPM states that “as a general rule of thumb, overheads that represent between 10 -15% of direct costs are well within the normal range.”  They also state that “costs well below this range may indicate that a provider is not adequately resourced…and so may have inadequate infrastructure to ensure the sustainability of the service.”  (ODPM Service Reviews, Assessing Value for Money, July 2003)

Providers may be asked to provide further evidence at this point to demonstrate the spend under these headings.  

In addition it is acknowledged that provider organisations require financial reserves to be financially sound.  This exercise will take this into consideration.  Providers will need to make sure that a surplus is not unreasonable. 

	
	Actual current budget
	% that should be SPG funded
	Proposed budget
	Justification

	Staffing cost
	
	
	
	

	Proportion of total SPG represented by staffing (%)
	
	
	
	

	Travel
	
	
	
	

	Insurance
	
	
	
	

	Locum costs
	
	
	
	

	Admin
	
	
	
	

	Overheads
	
	
	
	

	Other (specify)
	
	
	
	


2.4 Performance data (collected quarterly and held centrally by the SP Team)

The following indicators will be compared to the current level of SPG (please note that the remaining performance indicator information will be utilised as a separate part of the review, in addition to the following):

Staffing 

To assess if the staffing levels are justified, actual staffing level will be analysed as a percentage of the contracted staffing figure.  If the service has been running on (for example) 70% staffing for a length of time without it affecting quality output then a cost efficiency saving of 30% would be proposed.  

Utilisation

The following data will be considered:

For accommodation based services: Occupied units as a percentage of contracted units

For floating support services: Support days provided as a percentage of contracted support days

If a service is only (for example) 70% utilised, over a period of time with no justifiable reason then a cost efficiency saving of 30% would be proposed.  

Availability

This should be 100% unless for example a unit has been taken out for major repairs.  If there are constantly some units unavailable then this reduces the support capacity of the service.

Outcomes 

(Service Users who established or maintained independent living)

The ideal here is 100%
2.5 Quality/Cost Comparison

The aim of the service review process is to ensure that the quality of services continually improves.  SPG should be funding quality services and it is essential that this is taken into consideration when VFM is considered.  This approach has been taken from Starfish Consultant’s training notes from a Measuring Cost Effectiveness course.

Quantifying quality

We need to develop measures to enable a meaningful comparison to the cost of a service.  It is proposed that the following measures are taken into account: 

Quality Assessment Framework (QAF) (annual submission) :  

          D = 0

          C = 1

          B = 2

          A = 3

Therefore the highest possible score would be 18 (6 ‘A’ scores) and the lowest score 0 (6 ‘D’ scores)

Performance Indicators (quarterly submission):

All of the following indicators are measured in percentages.  

· Staffing levels

· Availability (not applicable for floating support services)

· Utilisation

· Outcomes

We will use the individual PI scores to calculate an overall score out of 100% and then divide this by 10 to get a figure that is of a similar weight to the QAF.   10 will be the maximum score.  If the total PI score exceeds 100% then a maximum score of 10 should be used (in floating support services for example, where the contract is to support 6 users but 15 are being supported.)

Service User Satisfaction

We currently use all service user questionnaires to produce an overall satisfaction rating for the service out of a maximum of 5.  The questionnaire has 5 possible answers to each question and the questions adhere to the QAF core objectives.  

Scoring is as follows:

Good

5

Fair

2-4




Poor 

0-2

Stakeholder feedback:

Good

5

Fair

2-4




Poor 

0-2

Quality Mark

The possession of a recognised quality mark will be awarded 5 points (see accreditation guidance).

Justification for Scoring Weightings

To summarise, the maximum scores are as follows:

QAF




18

Performance Indicators

10

Service user satisfaction
 
 5

Stakeholder Feedback
 
 5

Quality Mark



 5

The reason for these weightings is that the Quality Assessment Framework is an indicator of the quality of the service.  This has been validated by a Review Officer and is an evidence-based procedure that is a definite reflection of the quality of the service.  Performance Indicators are collected quarterly and are subject to audit.  This information gives information on how the service is performing in comparison to the contract but cannot indicates the true quality of the service.  For example, the service may be achieving contractual outcomes such as moving service users on in a planned way, but may be assessing support needs in a substandard way.  It is the next most objective measure of the quality of the service, but is not such a strong indicator of the quality of the service as the validated QAF.

Both service user satisfaction and stakeholder feedback are more subjective than the QAF and performance indicators.  The weighting reflects this.  However, if a service is not operating in a strategically proactive way (see examples above) then this should be reflected in a deduction from the overall score.  

Worked Example







Points


QAF results
1xB  2xC  3xD
= 
  4

Outcome PI = 85%



8.5

Service User Satisfaction


  4

Stakeholder feedback = fair

  3

Quality mark = No



  0



Total





19.5
(maximum possible score = 43)

Combining Cost and Quality

This is the matrix used to decide whether a service is providing good value for money in terms of both cost effectiveness and quality.

Quality   43

	HIGH QUALITY

LOW COST

	HIGH QUALITY
REASONABLE COST

	HIGH QUALITY

HIGH COST


	REASONABLE QUALITY
LOW COST

	REASONABLE QUALITY 
REASONABLE COST
	REASONABLE QUALITY

HIGH COST

	POOR QUALITY

LOW COST

	POOR QUALITY

REASONABLE COST
	POOR QUALITY

HIGH COST



   0


£10

  £20

£30



                         

Price per week

KEY:

Ideal
Not Acceptable
2.6  Recommended Action

This section would recommend one of the following options:

· SPG remains the same  

· SPG is increased

· SPG is reduced

8   
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