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1. Executive Summary

Introduction

1.1. This report is the result of research which was commissioned by the Supporting People Enabling Unit (SPEU) in conjunction with providers and following consultation with the Scottish Executive.  The research reviewed the extent and impact of Supporting People (SP) funding changes and the measures taken by providers to deal with their impact.

1.2. The principal objective of the research was to obtain an accurate picture of the funding and cost changes experienced by services, the changes that took place in service (activity) levels and of the measures taken to manage the impact of the changes.  

1.3. The research identified 9 Local Authorities within which to investigate the level of funding, costs and activity changes reflected in projects serving 4 principal client groups.  An equal number of local authorities were selected on the basis of whether they had experienced SP budget increases, reductions or standstill budgets in 2006.  In each local authority area, 2 services for each of 4 client groups were identified for inclusion in the research.  

1.4. The analysis of data focussed upon the changes that had occurred from year to year over the period from 2004/05 to 2007/08.  The projected annual funding, cost and activity changes from 2006/07 – 2007/08 were also considered closely.

1.5. One general issue that arose concerned the potential impact of ‘outlying’ returns that reflected particularly large changes in funding, costs or activity levels.  These ‘outliers’ have been included in all calculations but where possible, their specific impact has been isolated and where possible the particular circumstances surrounding each case have been explored in more detail in order to better understand and illustrate what lay behind the headline information.

1.6. From a total of 72 questionnaires circulated, 43 returns were completed and returned for analysis.  This represented an overall return rate of 60%.  Returns from mental health and homeless services were low and reporting on these services within the report is therefore limited.
Commentary

1.7. Based as they are upon actual financial records and activity returns, this research provides an account of the evidenced experience of a significant number of SP funded services in Scotland.  The inclusion of projected figures for 2007/08 is consistent with current practice regarding the returns made by local authorities to the Scottish Executive.
1.8. The research has considered the funding provided to services alongside information regarding the costs that they have had to meet.  In so doing it has been possible to quantify the gap between funding and costs.  This provides a key measure of a services financial position and represents an important step forward in better understanding services’ experience of the SP funding regime.

1.9. The funding gap for SP funded services has widened over the past 3 years to the extent that overall, the services involved in this research are now experiencing a funding gap that has grown from £166k in 2004/05 to £1.5m in 2007/08. 
1.10. As far as it is possible to say on the basis of the analysis carried out for this report, there is little evidence to suggest that an individual service’s funding experience is directly related to recent changes in local authority SP budgets.
1.11. As far as the analysis of services by type is concerned, this more usefully reflects funding and cost changes that can possibly be related to the particular characteristics of the services concerned, ie the relative ease with which service levels can be altered, and possibly the direction of policy shift from accommodation-linked services to floating services, where possible and appropriate.

1.12. Some of the complexities in the relationship between funding and costs and the impact of policy shifts and local authority funding decisions have begun to emerge from this research.  They perhaps begin to explain why services’ experience of life under the SP funding regime is so often at odds with the direction of travel of local authority budget allocations and even individual service’s own funding history.

1.13. This research has been able to demonstrate that the number of places and delivered support hours has reduced by a relatively small amount whilst the number of clients has increased more significantly.  The picture that emerges regarding activity levels is complicated by the diversity of the services concerned and the experiences of the relatively few services that have experienced large funding and activity changes.

1.14. The majority of services considered that their SP funding did not cover their operating costs.  Only a quarter of services had been successful in attracting additional funding and approximately half had reduced their operating costs.   Despite this, over half were dependent upon their organizational reserves to sustain services.

1.15. Whilst recognizing the importance of the range of actions taken to address their funding shortfall and the number of services reporting that they had done so, it is clear that the impact of these efforts to improve their overall funding position is limited.

1.16. This research has been able to begin to capture some of the diversity of services’ funding experiences and how they have sought to address the impact upon what they do.  It has thereby been possible to begin to appreciate the importance and relevance of individual cases for the overall picture. This suggests that only by adopting a twin track approach, which brings together on the one hand high level funding and activity data and on the other a picture of the complex web of governance, operational and cost structures for individual services, will greater understanding of what lies behind the headline position, emerge.

Key Findings
Key Finding One
The services reviewed by this research have experienced a 9 fold increase in their funding shortfall between 2004/05 and 2007/08.  This overall figure represents the gap between funding and costs for all services, even those that have seen their funding increase over this period.
Key Finding Two
Recent changes in local authority SP funding have generally been mirrored by the shifts that have taken place in the level of services’ funding and costs but not by the change that has occurred in the funding gap of these services.  For example, in increased SP funding areas services have experienced a small increase in funding and costs but their funding gap has increased from 0.07% to 7.69% of running costs and is now larger than for services in areas where SP funding has remained the same or reduced.
Key Finding Three

Accommodation linked services have had the largest sustained funding gap and currently have the largest funding gap.  They report only a small reduction in delivered places and even a slight increase in client numbers.  They have been unable to attract non-SP funding but have reduced their costs by reviewing administrative overheads.  Services have apparently been maintained by using organisational reserves to fund the operating deficit.
Key Finding Four

Floating support services have experienced a moderate increase in their funding gap.  Their activity levels have dropped by a small amount despite widespread cost saving activity.  They have been unable to attract non-SP funding.  Reductions in activity levels appear to be in line with the funding changes that have taken place.
Key Finding Five

Combined services have experienced a fairly steady funding gap which now sits between that of the other two service types.  More combined services than any other type reported implementing cost reductions and in so doing they reportedly used the widest range of approaches.  They were also able to attract non-SP funding.  Somewhat surprisingly given SP funding levels, activity has increased to a greater extent than for other type of service.  The relatively stable SP funding position in conjunction with being able to attract non-SP funding and widespread action to reduce costs may explain the increased activity levels.
2. Introduction

2.1. In February 2007 the Scottish Executive published the second report by GEN Consultants on the Local Authority Budget and Review Impact Assessment Survey relating to Supporting People funding.  The report was able to draw only broad conclusions, due in no small measure to the incomplete or possibly inaccurate information contained in the survey returns.

2.2. In order to try to provide the Executive with more robust data ahead of the next budget setting round with the Treasury, the Supporting People Enabling Unit (SPEU) in conjunction with providers and having consulted the Executive, commissioned a review of the extent and impact of Supporting People (SP) funding changes and the measures taken by providers to deal with their impact.
Research Context and Survey Return
2.3. A common feature of much of the research and monitoring of SP funded services over the past 4 years has been the difficulty of compiling a coherent picture of what is happening across what is a hugely diverse range of services.  Whilst it has been possible to portray overall funding and activity levels, it has proved extremely challenging to evidence the reportedly very different experiences of similar types of services or of services in the same local authority area.

2.4. It was therefore clear to those contemplating this piece of research that to do justice to this complexity required an approach which reflected the full diversity of services and utilised the most accurate available information as regards the experience of individual services regarding funding, activity and actual costs, on a year by year basis.  The research needed to be able to capture the generality of services’ experiences but also the more exceptional cases that may reinforce or contradict the general direction of travel.
2.5. A further consideration was how best to ensure that any evidence obtained enabled any identifiable linkage between funding and activity levels to be cross referenced to other potentially significant considerations.  The other key factors that required consideration included the direction of change in local authority SP budgets, the type of service and perhaps the client group that services were designed to assist.
2.6. In deciding upon the time period over which changes in funding, costs and activity would be analysed, it was felt to be of prime important to obtain as up-to-date a picture as possible.  Therefore, at the risk of using un-audited figures, it was decided to use 2007/08 projections to compare with baseline 2004/05 figures.

2.7. Finally, it was explicitly acknowledged by the SPEU and its stakeholders that any approach which hoped to be successful in capturing such a complex set of relationships and experiences needed to take an objective and even-handed approach to the design of the research approach.  This was crucial not only to ensure that the full range of services and potential critical factors was included but also to avoid any hint of bias in the way that the information was used that could serve to undermine the credibility of the research.
2.8. In the event, the overall 60% return rate that was achieved masked a low rate of return from mental health services (17%) and homeless services (56%).  Reporting on these services within the report is therefore limited.

2.9. The number of returns from each type of service was accommodation-linked, 19; floating support, 15 and combined services, 9 and the most recent overall level of funding available to each type varied as follows; accommodation linked, £3.7m; floating support , £16.1m and combined services £5.7m.
2.10. A further feature of the returns was the significant changes across the board experienced by a relatively small number of large services.  These returns have had a considerable impact upon the extent of change that is reported relating to both activity levels and funding but in general, they do not alter the overall direction of change reflected by the other services.

2.11. Details of the questionnaire that was circulated for completion by providers are contained in Appendix Two.
The Research Brief 
2.12. A small number of providers were involved in the early meetings to decide upon what could be done to try to assist the Executive in obtaining useful data and the form of the research that it would be practicable to undertake in the time available.

2.13. The principal objective of the research was to obtain an accurate picture of the funding changes experienced by services, the changes that took place in service (activity) levels and of the measures taken to manage the impact of the changes.  Having captured this picture the research was then to seek to establish and better understand the relationship between these changes and the steps taken to manage them.  
2.14. The brief was developed in discussions between the SPEU, providers and the Executive.

2.15. The deadline for the research was initially short, with a final report required by the end of April.  This deadline was subsequently extended to the end of May and then into June, but nevertheless the challenge posed by having to obtain commitments to participate and then the actual returns within a relatively short time period were considerable.

2.16. The researcher and the SPEU would like to thank the small group of providers, CCPS and SFHA who instigated and informed this research. We would also like to thank the Scottish Executive who provided detailed advice on the structure and content of the provider questionnaire.  Finally, our grateful thanks go out to those providers who contributed information to the project. 

2.17. The project methodology is outlined in Appendix Three.

3. Research Findings – all services
SP Funding and cost changes 

3.1. The following table reflects the overall changes in funding and costs experienced by all of the services reviewed by this research from 2004/05 to 2007/08.
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3.2. The impact of these changes upon the relative funding and cost position of the services reviewed here is further clarified below.

[image: image2.emf]SP funding per service

 x total costs x year

24.5

25

25.5

26

26.5

27

27.5

2004/052005/062006/072007/08

Millions

Year

Funding

Funding

Costs


3.3. The graph demonstrates that funding for the services reviewed reduced from £26.03m to £25.5m whilst costs increased from £26.2m to £27m. 

3.4. In 2004/05 the funding shortfall was £166k, representing 0.63% of running costs.  In 2007/08 the funding shortfall is projected to be £1.5m representing 5.6% of running costs.
3.5. Underneath this headline picture of funding and cost changes the experience of the individual services over the same period was as follows:

· 15 had seen their SP funding increase

· 13 had seen their SP funding reduce and

· 15 had seen their SP funding remain more or less the same – reflecting a fall in real terms due to not having receive inflationary uplifts

3.6. Overall therefore, despite 70% of the services having had increased or standstill funding, services have experienced a 9 fold increase in their funding gap, which equates to a 5% wider funding gap now than in 2004/05, due principally to costs increasing at a faster rate than funding.
3.7. Increased funding seems to have resulted in higher activity levels but the extra funding did not always keep pace with increasing costs.  In others, costs reduced at the same time that funding reduced, but to a lesser extent. These cases usually reflected a reduction in activity levels.  Where funding remained more or less the same, the rise in costs resulted in a more modest increase in the funding gap.

3.8. This complex situation is well illustrated by the overall reduction in costs of c £500k in a single year from 2005/06 to 2006/07 which occurred at the same time as a significant reduction in the number of hours delivered by floating support services.  An overall increase in costs from 2006/07 to 2007/08 (projected) was not however reflective of a similar change in activity levels.

3.9. This overall picture includes a small number of services that have experienced large funding changes which have increased the overall scale of the change portrayed by the figures.  However, the direction of change remains the same, even if the impact of these larger shifts is excluded from consideration. 
3.10. As regards actual costs, 29 services had seen their costs increase, 11 had seen them reduce and 3 services reported no change. Five services with cost increases ranging from £100 to £550k, comprised 68.5% of the overall cost increases, whilst 3 services with cost reductions ranging from £100k to £660k. comprised 82% of the overall cost reductions.

Activity changes

3.11. Consideration of the overall changes in activity levels reflected in the services reviewed by this research from 2004/05 to 2007/08 shows that the overall number of accommodation places reduced by 13 (0.37%), the number of floating support hours reduced by just over 33,000 (3.9%) whilst the number of clients increased by 894 (19.6%).  

3.12. The increase in client numbers appears to go against the direction of change for places and support hours and in order to try to develop a better understanding of why these contradictory trends should be reflected here, a more detailed analysis was carried out.

3.13. Overall, 16 services reported increased client numbers and 11 reduced numbers.  The remainder reported standstill numbers.  In the service demonstrating the largest increase this was due to a shift to providing low level support to a greater number of clients.  This service represented 62% of the overall increase in numbers and if it is excluded from the picture, the overall increase in client numbers reduces from 19.6% to 7.3%.

Approach to managing SP funding for all services

3.14. Despite the earlier picture of a widening funding gap over three quarters of service have not been able to secure any additional funding.  Over half of all services have however reduced their costs, although most services continue to be dependent upon using organizational reserves.
3.15. Nine projects (21%) considered that their SP funding did cover their running costs.  A similar proportion had successfully found alternative funding.

3.16. Over 50% had reduced their costs yet the same proportion still found it necessary to use organizational reserves in order to meet their operating costs, or operated with a short term deficit.

3.17. Action to reduce costs focused mainly upon management and HR aspects with relatively fewer projects taking steps to limit access to services or reduce service levels.
3.18. Reviewing administrative overheads and restructuring management arrangements were the most common areas for action.  Whilst other aspects are widely reported to be under pressure, this was not reflected in the returns received for this research.  

3.19. There was some indication that where reserves are used to meet operating costs, they are often targeted at specific cost items.  So for example training may benefit from a one-off commitment from reserves in order to enable annual staff development commitments to be under-written.  This may go some way to explain why there was a limited reported reduction in training commitments.
3.20. As regards sources of additional funding, Social Work and Independent Living Fund (ILF) were the only 2 significant sources identified and even then the proportion of services identifying them was only 18.6% and 14% respectively.

4. Research Findings – services according to LA budget status
SP Funding and cost changes

4.1. Overall, the evidence suggests that recent changes in local authority SP funding have generally been mirrored by the shifts that have taken place in the level of services’ funding and costs but not by the change that has occurred in the funding gap of these services.  Whilst funding levels and costs have shifted in the same direction, the extent of the funding changes relative to the extent of cost changes have in some instances resulted both increased funding and an increased funding gap.
4.2. Services in areas with an increased SP funding status have the largest current deficit and have experienced the largest increase in their funding gap from 2004/05 to 2007/08.  Standstill SP funding areas have experienced the smallest change in their funding gap, whilst services in reduced SP funding areas sit between the two in this respect.  Services in reduced SP funding areas now have a smaller overall deficit than those in other areas.
SP funding increase areas
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4.3. From 2004/05 to 2007/08 funding for the 17 services reviewed increased from £7.6m to £7.8m whilst costs increased by a greater extent from £7.6m to £8.5m. Collectively they saw their deficit increase from 0.07% to 7.69% of running costs.

4.4. At the same time, of those services in local authority areas with an increased SP budget  6 saw their SP funding increase between 2004/05 and 2007/08, 6 saw it reduce and for a further 5 it remained the same.
4.5. Source data and the graph above show a levelling off of projected costs from 2006/07 to 2007/08.  This perhaps reflects uncertainty about how local authorities will use their increased SP funding and early indications from some that an inflation-uplift will not be provided, despite the funding increase.
SP funding reduction areas
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4.6. From 2004/05 to 2007/08 funding for the 18 services reviewed reduced from £15.5m to £14.1m whilst costs reduced from £15.3m to £14.7m.  Collectively they saw a small surplus of 0.76% become a deficit of over 4% of running costs.
4.7. At the same time, of the services in reduced SP funding areas 5 saw their SP funding increase between 2004/05 and 2007/08, 6 saw it reduce and for a further 7 it remained the same.
SP funding standstill areas


[image: image5.emf]Difference in costs and funding in those LA  areas 

where SP funding has stayed the same

2

2.5

3

3.5

4

4.5

5

2004/05 2005/06 2006/07 2007/08

Millions

Year

Amount

Funding

Costs


4.8. From 2004/05 to 2007/08 funding for the 8 services reviewed increased from £3m to £3.6m whilst costs increased from £3.2m to £3.9m.  Collectively they saw their deficit increase by just below 1% from 6.51% to 7.44% of running costs. 

4.9. At the same time, of services in standstill SP funding areas 4 saw their SP funding increase between 2004/05 and 2007/08, 2 saw it reduce and for a further 2 it remained the same.  
Activity changes

4.10. The following graph reflects the changes in funding and costs experienced by services in all areas according to their SP funding status.
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4.11. The principal message here is that service levels are being maintained or even increased unless commissioners specifically target a service for substantially increased or decreased contract values.
4.12. Accommodation places have generally been static across the board, with any shift that has occurred being mostly downward.

4.13. The overall reduction in support hours of just over 33,000 hours masks the fact that there have been both large increases and reductions in hours.  Twelve services reporting reductions and 4 increases.  The remainder reported a standstill position.  Three services reflected reductions of between 11,000 and 19,000 hours whilst 2 services reported increases of between 11,000 and 17,000 respectively.
4.14. Client numbers have increased across the board, with increased SP funding areas seeing the largest growth and reduced SP funding areas the lowest.

4.15. It is apparent from earlier comments on the service in one particular standstill SP funding area that experienced a particularly large increase in its client numbers, most of this increase was the result of increased throughput on the back of increased funding.  However other services may be operating more efficiently within existing resources, or by responding to increasing demand, generating a higher throughput which translates into higher operating costs and an increased funding gap.

Approach to managing SP funding for all services

4.16. The following graph reflects the number of services that commented upon their overall financial position and the measures taken to address it. 

[image: image7.emf]How organisations have managed 

Supporting People  funding 

0%

20%

40%

60%

80%

SP cover

costs

Found

Additional

Funds

Reduced

costs

Reserves Deficit

Method

% using method

All organisations

in the survey

Raise in LA's

SP grant

Decrease in

LA's SP grant

No change in

LA's SP grant


4.17. The picture that emerges here is that most services across all types of LA SP funding changes are unable to cover their costs and are dependent upon the use of reserves to meet costs.
4.18. Only a minority of services consider that their SP funding covers their operating costs, but of those that consider it does, most are in areas where the LA has experienced an increase in their SP funding.

4.19. Our review of action to reduce costs identified reviewing administrative overheads as the most common area for action regardless of the area SP funding status.  Providers did not specify exactly what action this entailed.  Over 50% of services in areas with standstill or increased SP funding had done so and 44% in areas with reduced budgets.
4.20. Management restructuring was used to a varying extent with 33% of services in areas with reduced funding but only 12.5% of services in areas with standstill funding having done so.

4.21. Social work and ILF were the only 2 significant sources of additional funding identified, but the proportion of services doing so was low at only 18.6% and 14% respectively.

4.22. Social work funding was most commonly provided in areas experiencing a SP budget increase (24%), whilst only 16% of services in areas experiencing a funding reduction and 12% in standstill funding areas received this funding.  ILF was most commonly accessed in areas experiencing a funding increase (18%) compared to approximately 12% in other areas.

5. Research Findings - services by type

Funding and cost changes

5.1. The overall picture that emerges regarding funding and cost changes related to service type is that accommodation linked services have had the largest consistent funding shortfall over the period and now have by far the largest current shortfall.  Combined services have seen a relatively small increase in their funding gap and now have the second highest funding gap whilst floating support services have seen a small surplus change into a relatively small deficit.
Accommodation linked
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5.2. From 2004/05 to 2007/08 funding for the 19 services reviewed increased from £3.5m to £3.7m whilst costs increased from £3.8m to £4.2m. Collectively their deficit has increased from 7.14% to 13.2%, representing a 6.1% projected increase in the funding shortfall over the 3 year period.
Floating support
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5.3. The 15 floating support services received a small funding surplus in 2004/05 resulting from funding of £17.3m and costs of £16.9m.  By 2007/08 this had shifted to a shortfall of 3% with £16.1m funding relating to £16.5m of costs. Over the 3 years from 2004/05 to 2007/08 these services have therefore seen a 5.3% increase in their funding gap.
5.4. From 2005/06 to 2006/07 the overall reduction in costs of c. £500k that was referred to in paragraph 3.8 above, fell almost exclusively upon floating support services.  This large one-off reduction in costs was still not enough however to match the drop in funding over the same period.

Combined accommodation and floating support services
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5.5. The 9 combined services began in 2004/05 with a 5.22% deficit on costs of £5.5m which has increased relatively little to 7.18% deficit on costs of £6.2m in 2007/08.  This gives them a deficit increase of 2.6% over the 3 years.
Activity changes

5.6. The following table shows the changes in activity levels according to the type of service concerned.

Table B
Percentage change in activity levels x service type 2004/05 – 2007/08

	
	% Accommodation linked
	% Floating Support
	%Combined accommodation and floating services

	Places
	-0.7%
	n/a
	4.37%

	Hours
	n/a
	-6.33%
	11.3%

	Clients
	23.4% (6.5%)*
	-3.2%
	43.1% (12%)*





*(Figures in brackets represent % change excluding two exceptional examples)
5.7. Combined services have seen consistently increasing activity levels relating to places, hours and client numbers.  Activity in floating support services has been more susceptible to reduced levels compared to those in accommodation linked services which are in the main, long term services for older people. 

5.8. The number of places offered has reduced by 13 with the accommodation linked services reduction of 0.7%  representing 23 places and the combined services 4.37% increase representing 10 places – this despite accommodation linked services experiencing the largest current SP funding shortfall and a significant increase in their funding gap over the past 3 years.  

5.9. The number of delivered support hours has reduced by 33,207 with the  6.33% reduction in delivered support hours from floating services representing 46,483 hours and the combined services 11.3% increase representing 13,276 places.
5.10. Of the 33,207 reduction in hours, over 25,000 of these were lost in the course of a single year from 2005/06 to 2006/07 at a time when floating support services experienced even greater funding reductions.
5.11. Client numbers have increased for both accommodation-linked and combined services across the board, compared to a small reduction for floating support services.  As we have seen already however, when a small number of large changes involving short term services for homeless people are excluded these changes reduce but remain appreciable.
Approach to managing SP funding for all services

5.12. The following graph reflects the number of services who commented upon their overall financial position and the measures taken to address it. 
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5.13. Consistent with the change in funding gap outlined previously, few services considered that their SP funding covered their operating costs.  In the case of combined services, none of them did.
5.14. The picture that is presented here is one where despite the savings that have been achieved by the various approaches outlined above and the additional funds secured, all service types are heavily dependent upon using reserves to meet operating costs or are operating short term deficits - 69% of accommodation linked services, 75% of floating support and  83% of combined services. 
5.15. This would seem to indicate that the impact of their efforts to manage the impact of funding changes have been too small to make a significant difference to services’ overall funding position. 
5.16. Accommodation linked services focused almost exclusively upon reviewing administrative overheads and have been least active in attracting additional funds despite continuing to need their reserves to meet operating costs. 

5.17. Floating support services reflected a broader range of action being taken, with reductions in training costs, the use of temporary contracts and limiting access to the project being in evidence.  They have however been singularly unsuccessful in attracting additional funds.

5.18. Combined services reflected the most balanced and significantly high level of activity across the range of cost reduction actions including management and HR approaches and to a lesser extent measures to manage demand.  They have also been the most successful in attracting alternative funding and reducing costs. 

5.19. A similar number of floating and combined services accessed both social work and ILF funding (c. 25% of each) whilst accommodation linked services reflected very little access to additional funding of any sort. 
6. Commentary and Key Findings
6.1. Based as they are upon actual financial records and activity returns, this research provides an account of the evidenced experience of a significant number of SP funded services in Scotland.

6.2. The objective and transparent approach that was adopted in the research enabled both positive and negative experiences of the present SP funding arrangements to be identified. 
SP Funding, Cost Changes and Activity Levels
6.3. Most previous reviews of SP funding had focused upon the funding provided to services by local authorities and whether levels of funding had increased or reduced.  This approach has struggled to shed any significant light on why the experience of many services that have received increased funding, as well as those that had not, has been of a steadily deteriorating funding situation.

6.4. Whilst it is clear that the absence of annual inflation uplifts in some areas have made services’ funding position more difficult, it has not been possible accurately to understand the extent to which this and other factors that influence costs, have impacted upon the viability of individual services.

6.5. For the first time this research has been able to compare what has happened to the funding provided to services alongside information regarding the costs that they have had to meet.  In so doing it has been able to quantify the gap between funding and costs.   

Key Finding One
The services reviewed by this research have experienced a 9 fold increase in their funding shortfall between 2004/05 and 2007/08.  This overall figure represents the gap between funding and costs for all services, even those that have seen their funding increase over this period.

6.6. There is little evidence to suggest that an individual service’s funding experience is directly related to recent changes in local authority SP budgets.
Key Finding Two
Recent changes in local authority SP funding have generally been mirrored by the shifts that have taken place in the level of services’ funding and costs but not by the change that has occurred in the funding gap of these services.  For example, in increased SP funding areas services have experienced a small increase in funding and costs but their funding gap has increased from 0.07% to 7.69% of running costs and is now larger than for services in areas where SP funding has remained the same or reduced.
6.7. The analysis of services’ experiences according to their local authority SP funding change has enabled some of the complexities that lie below the headline picture of local authority SP funding to emerge.  This perhaps begins to explain why services’ experience of life under the SP funding regime is often at odds with the direction of travel of local authority budget allocations and even individual services’ own funding history.

6.8. As far as the analysis of services by type is concerned, this provides perhaps the most useful basis upon which to consider the inter-relationship between funding, activity and measures taken to limit the impact of funding changes.
Key Finding Three

Accommodation linked services have had the largest sustained funding gap and currently have the largest funding gap.  They report only a small reduction in delivered places and even a slight increase in client numbers.  They have been unable to attract non-SP funding but have reduced their costs by reviewing administrative overheads.  Services have apparently been maintained by using organisational reserves to fund the operating deficit.
Key Finding Four

Floating support services have experienced a moderate increase in their funding gap.  Their activity levels have dropped by a small amount despite widespread cost saving activity.  They have been unable to attract non-SP funding.  Reductions in activity levels appear to be in line with the funding changes that have taken place.
Key Finding Five

Combined services have experienced a fairly steady funding gap which now sits between that of the other two service types.  More combined services than any other type reported implementing cost reductions and in so doing they reportedly used the widest range of approaches.  They were also able to attract non-SP funding.  Somewhat surprisingly given SP funding levels, activity has increased to a greater extent than for other type of service.  The relatively stable SP funding position in conjunction with being able to attract non-SP funding and widespread action to reduce costs may explain the increased activity levels.

6.9. The picture that emerges regarding activity levels is one which is complicated by the diversity of the services concerned and the experiences of the relatively few services that have experienced large funding and activity changes.  The number of these services with large changes is not great and their experience mirrors that of many other services – it is simply that their size results in their experience having a greater impact upon the overall picture.
Approaches to managing SP Funding 

6.10. The majority of services considered that their SP funding did not cover their operating costs.  In response to this situation, a quarter of services had been successful attracting additional funding and approximately half had reduced their operating costs.   Despite this, over half were dependent upon their organizational reserves to sustain services.
6.11. Whilst recognizing the importance of the range of actions taken to address their funding shortfall and the number of services reporting that they had done so, it is clear that the impact of these efforts to improve their overall funding position is limited.

6.12. Our analysis was able to establish some differences regarding actions taken between different types of services, but in the end all services, regardless of their type remain to some extent, dependent upon using their reserves, to cover their operating costs.

Understanding the Complexity of Housing Support Services
6.13. In drawing together the conclusions from this research it has been important to recognize that some of the most important lessons to emerge concern not just the evidence regarding funding and cost changes but also the importance of the sheer diversity of services and the hugely different experiences of apparently similar services.

6.14. Housing support services and many of the organizations that provide them are designed to meet local needs and circumstances and as such reflect operating arrangements and related costs that make it difficult to be confident that apparently similar services do in fact have similar arrangements, cost structures and the means to address funding changes.
6.15. Responses to questions regarding action to reduce costs, generating additional income and accessing reserves, demonstrate the limited extent to which services have been able to make significant inroads into their SP funding gap. Yet most of these services continue to deliver a broadly similar level of service to that which was available 3 years ago when the funding gap was much less.

6.16. In those instances where a decision is made by a local authority to invest or disinvest in a particular service the impact is clear and immediate.  These decisions commonly give rise to the ‘exceptional cases’ referred to previously. 
6.17. It is beyond the scope of this research to explore how organizational arrangements vary and their relative impact upon the ability of services to sustain activity levels and standards.  Despite this, the research has shown that a straightforward analysis of direct measures to address funding changes does not take us very far down the road of understanding how services have managed to keep going as they have. 

6.18. It is possible however, to use some fairly well documented service changes to illustrate the type of considerations that may have to be taken account of if greater insight is to be achieved and why they may not be apparent from the fairly narrow perspective of SP monitoring.
6.19. For instance many sheltered housing providers have introduced a number of changes since the introduction of SP, including removing site-based warden services, reducing on-site warden hours and increasing use of Call Centre and Assistive Technology provision to reduce costs and maintain service levels.  These have rarely been introduced as a result of SP considerations and in this case for example, the European Working Time Directive and tax liabilities have been important drivers.
6.20. Whilst these changes may help to explain what is happening to SP budgets and the ability of providers to sustain services, their significance for understanding the SP picture may not always be recognized or prioritized by those involved.
6.21. This research has been able to begin to capture some of the diversity of services’ experiences and thereby to appreciate the impact and relevance of individual cases for the overall picture. This suggests that only by adopting a twin track approach, which brings together on the one hand high level funding and activity data and on the other a picture of the complex web of governance, operational and cost structures for individual services, will greater understanding of what lies behind the headline position, emerge.
Appendix One – research sample 

Local Authorities

A total of 9 Local Authorities were selected on the basis of the following criteria:

· 3 had experienced a budget increase at April 2006

· 3 had experienced a budget change of no more that 5% of its previous level at April 2006

· 3 had experienced a budget reduction at April 2006

Additional criteria were used to ensure as even a spread as possible between:

· Urban areas

· Rural areas

· Northern, central belt and southern locations

Service Providers

· The selected services in each Local Authority area were chosen to represent the major client groups, with each client group being represented by 2 services.  

Services were chosen in order to provide a spread of types of organisation and services.  The criteria used relating to the organisations were:

· Size 

· Geographical spread

· Sector

The criteria used relating to services were:

· Principal client group

· Budget status – change since April 2003

· Service type – accommodation based, floating support, combined

The client groupings used were:

· Older people and physically disabled

· Learning disability

· Mental health

· Homeless

This approach meant that in each of the 9 Local Authority areas 8 services were approached - a   total across the country of 72 services.  

Some large providers were asked to answer the questionnaire in respect of their local service in several local authority areas.  The number of services reported upon by a single provider ranged from 1 to 5, with most reporting upon only 1.


Appendix Two – provider questionnaire
Supporting People Enabling Unit survey: 
THE IMPACT OF BUDGET CHANGES ON HOUSING SUPPORT SERVICES

Guidance is available at the end of this questionnaire or by phoning your named contact.
Details of participants

	Organisation:                                                     Contact:

Phone number:                                                    Email:

Address:     

                                                              

	Who is your primary client group (please tick one)
	Older people
	

	
	People with learning difficulties
	

	
	Homeless people
	

	
	People with mental health problems
	

	How does your organisation describe itself?
	Housing Association
	

	
	Voluntary Org
	

	
	Private Company
	

	What size is your organisation as a whole. 
	Small (less than WTE 15 staff )
	

	
	Medium (between 15 – 100 WTE staff)
	

	
	Large (over WTE 100 staff)
	

	In how many Care Commission areas does you organisation operate housing support services
	1 Care Commission region
	

	
	2 Care Commission regions
	

	
	3 or more Care Commission regions
	

	Which local authority area are you answering questions on? (Please complete a separate sheet for each LA if you are providing information about services in more than 1 area).
	Aberdeen
	

	
	Aberdeenshire
	

	
	Dumfries & Galloway
	

	
	Dundee
	

	
	East Ayrshire
	

	
	Edinburgh
	

	
	Glasgow
	

	
	Highland
	

	
	Stirling
	


Service(s) Finance and Activity. This set of questions is designed to let us know a little about your service when Supporting People funding stream started.

If your service(s) is accommodation based please fill in the questions related to bed space and leave the hours blank.

If you run a visiting support service(s) please fill in the questions related to hours and leave the bed space section blank.

	At March 31 2003………..

	Number of bed spaces


	

	Number of hours of service provided


	

	Number of service users


	

	Budget for the housing support service


	

	Actual cost of providing the housing support service
	


This set of questions is designed to give us some information about how SP budgets have changed since 2003. It will be used to explain how providers are affected by these budget changes.

	In 2004/05……….

	Number of bed spaces


	

	Number of hours of service provided


	

	Number of service users


	

	Budget for the housing support service


	

	Actual cost of providing the housing support service
	


	In 2005/06……….

	Number of bed spaces


	

	Number of hours of service provided


	

	Number of service users


	

	Budget for the housing support service


	

	Actual cost of providing the housing support service
	


	In 2006/07……….

	Number of bed spaces


	

	Number of hours of service provided


	

	Number of service users


	

	Budget for the housing support service


	

	Actual cost of providing the housing support service
	


	In 2007/08……….

	Anticipated number of bed spaces


	

	Anticipated number of hours of service provided


	

	Anticipate number of service users


	

	Anticipated budget for the housing support service


	

	Anticipated cost of providing the housing support service
	


Managing Change. The following questions are designed to outline how providers of housing support have managed changes in their Supporting People budget.

	Does your current level of Supporting People grant cover the cost of providing the housing support service(s)?
	Yes
	

	
	No
	


	If your organisation’s current level of funding does not cover the cost of your housing support service(s) how is your organisation managing the situation?
	Found funding from other sources.
	

	
	Reducing operating costs
	

	
	Using reserves
	

	
	Operating in deficit
	


	If your organisation has reduced running costs over the past 2 years has it used any of the following methods? Please tick all that apply
	No access to services for new clients 
	

	
	Revising packages received by service users – support needs have lessened
	

	
	Revising packages received by service users – cannot afford to provide necessary support
	

	
	Reapportion hours available between existing service users
	

	
	Revised referral criteria so that those with higher levels of support are no longer eligible to receive the service
	

	
	Quality standards have been lowered


	

	
	Reviewing procedures for working with service users who fail to make contact or to engage with staff
	

	
	Planning clients’ passage through the service so that it ends as soon as possible.
	

	
	Quicker turn around of voids


	

	
	Management restructuring


	

	
	Reviewing administrative overheads


	

	
	Leaving posts vacant


	

	
	Using temporary contracts


	

	
	Using agency staff


	

	
	Cutting back on training costs


	

	
	Other (please specify)
	


	If your organisation has found funding from other sources what additional sources of funding are you using?
	Social work funding
	

	
	Homeless strategy
	

	
	Children & YP Fund
	

	
	Community Safety Partnership
	

	
	Drug & Alcohol Team
	

	
	Direct payments
	

	
	Independent living fund
	

	
	Trusts/charities
	

	
	Individual fundraising effort
	

	
	Funding from other local authority areas
	

	
	Other (please specify)
	


	If your organisation has found funding from other sources does the additional funding mean the cost of your housing support service is covered?
	Yes
	

	
	No
	


	Do you have any further comments to make?




Thank you for filling in this form. Please return it to SPEU by 19 February 2007.

It can be returned by:

Email to moira.weir@ccpscotland.org 

Post:   Moira Weir


Supporting people Enabling unit

9 Ellersly Road


Edinburgh


EH12 6HY

Fax: 0131 346 3155

Guidance notes
	Section One – Provider Details

	Size of organisation
	The questionnaire is interested in knowing the size of the organisation the housing support service sits within.  There are various ways of defining small, medium and large but for the purpose of this survey the number of staff working within the whole organisation (not just the housing support service) will be used.  Please note WTE = whole time equivalent posts.  

	Local authority area.
	The questionnaire relates to how a service works in a particular local authority area so you should select one local authority area and confine your answers to that area. 

If you have agreed to answer the questionnaire on more than one local authority area please use a separate form for each area.


	Section Two – Service finance and activity
The questions on finance and activity have been designed to cater for both accommodation and /or visiting support services.

	Accommodation based services are asked about beds.
	This means the total contracted bed spaces for the relevant year. Where available data covers calendar years, please adjust to reflect the position for the relevant financial years.

	Visiting support services are asked about hours.
	This means the total contracted hours for the relevant year (rounded up to the nearest whole number). Where available data covers calendar years, please adjust to reflect the position for the relevant financial years.

Where no specific hours can be identified as being SP funded please do not proceed with the survey and return the survey to Moira Weir at the SP Enabling Unit.  The usefulness of the survey depends on gaining information about actual figures rather than trends up and down.

Where joint funding does not allow the SP funded hours to be identified, estimate this as far as possible or assume 50% of total hours are SP funded.

	The questionnaire asks about the number of service users who have used a service with in particular years.
	It is not unusual for users of homeless services to access the service on more than one occasion in any year. Each time a person comes back to a service they should be counted as a new service user for the purpose of this survey.  Where available data covers calendar years, please adjust to reflect the position for the relevant financial years.



	The questionnaire asks about budget
	Budget means the total Supporting People grant received from the local authority (rounded up to the nearest whole number).  

	The questionnaire asks about actual cost
	Actual means costs incurred in delivering the service (rounded up to the nearest whole number).


	Section Three – managing change

	The questionnaire asks about impact of budget changes
	In this section please tick (or use a cross) all that apply. For those that do not apply, leave blank.  NB. Where financial support has been provided by a parent RSL to offset an SP shortfall, please indicate 'Other' and provide brief details



Appendix Three – Methodology
General Approach
6.22. The general approach was to identify 9 Local Authorities within which to investigate the level of funding, costs and activity changes reflected in projects serving 4 principal client groups.  An equal number of local authorities were selected on the basis of whether they had experienced SP budget increases, reductions and standstill budgets in 2006.  

6.23. In each local authority area, 2 services for each of 4 client groups were identified for inclusion in the programme.  A more detailed outline of the basis upon which local authority areas and services were selected is set out in Appendix One.

6.24. Each participating service received the same questionnaire which was entered into a spreadsheet for analysis on its return.  A copy of the questionnaire is set out in Appendix Two. 

6.25. In summary therefore the sample sought to include 9 local authority areas with 2 services representing each of 4 client groups, giving a total of 8 services from each area and an overall total of 72 services. 

6.26. Unlike most previous reviews of SP funding, the approach sought to provide for the first time a quantitative record of providers’ actual experiences of funding, operating cost and activity changes complemented by a full account of the actions they had taken to manage these changes.

6.27. It is important to note that in addition to considering local authority area according to their SP budget change, and client group, sample selection involved consideration of a number of other important variables such as the type of service and size of organisation.  In fact, service type was found to fit closely with many of the other provider characteristics - principal client group, size, spread and type of organisation.

6.28. This multi-factor approach was intended to try to ensure that the very diversity of services and organisations that are involved in delivering housing support and which was referred to above as being an important source of the complexity that the research hoped to better understand, were appropriately reflected.  Again, full details are set out in Appendix One.

6.29. Complete anonymity was guaranteed for both participating local authorities, providers and the services.  Every effort has been made by the SPEU and the researcher to ensure that nothing in the way that information is presented in this report undermines this commitment.

6.30. During the course of the research an early meeting was held with key stakeholders to present the draft findings and discuss the level and profile of returns received.  Following a further period to enable those providers who were experiencing some difficulties in completing the questionnaires to complete the work, a final draft report was prepared for presentation to the stakeholder group.  A final report was then be formally submitted to the SPEU as the basis for further discussions with the Executive.

Data analysis 

6.31. In undertaking the analysis of the funding and activity changes that had taken place and of the steps that had been taken to manage any of these changes it was decided to do so around 3 particular data sets:

1. The overall sample of returned questionnaires

2. The SP budget status of the local authority area and 

3. The type of service provided

6.32. Each of these data sets was analysed according to the changes that had occurred from year to year and over the period from 2004/05 to 2007/08.  The projected annual funding and activity changes from 2006/07 – 2007/08 were also reviewed closely.

6.33. Information provided by services on action taken to address funding changes was by way of a snapshot of what they had done and as such was not time specific.  It was presented as an opportunity for services to report how they had handled changes since SP funding was introduced in 2003.

6.34. One general issue that was considered at an early stage of designing the research concerned the potential incidence and impact of ‘outlying’ returns that reflected the extremes of the diversity of experience referred to earlier.  Consideration was given to whether such extremes would be included in the analysis or viewed as exceptions and therefore having only limited relevance to the overall picture.

6.35. In line with the comments made earlier, it was considered that however extreme individual responses might appear to be, they were unlikely to reflect things that are not happening more widely across the range of SP funded services.  On this basis therefore it was decided to include ‘outliers’ in all calculations, but where possible to explore in more detail the particular circumstances surrounding each case in order to better understand and illustrate services’ experiences.

Survey Response

6.36. From a total of 72 questionnaires circulated, 43 returns were completed and returned.  This represents a return rate of 60%.

6.37. From a possible total of 8 returns from each Local Authority area, 2  areas had up to 3 returns, 5 areas had between 4 and 6 returns and 2 areas had 8 returns

6.38. The most notable feature of the profile of completed returns was the relatively low number of mental health services and also the low number of small services that were represented.  It is impossible to say how this might have affected the picture that emerges from this research but it is not unreasonable to anticipate that the response of small organisations to funding changes may be very different from that of large voluntary or RSL providers.  To that extent, their responses will be under-represented in the responses that are considered below.

6.39. The balance of returns according to service type and organisation size in areas with different SP budget status was as follows:

Table A
Proportion of returns according to service type and organisation size compared to the proportion for all services
	
	Service Type
	Organisation Size

	
	%accommodation linked

	%floating support
	%combined accommodation and floating services
	%large 
	%medium 
	%small 

	overall balance of services
	44 (19)
	35 (15)
	21 (9)
	58 (25)
	26 (11)
	16 (7)

	budget increase
	47
	41
	12
	65
	18
	18

	budget reduction
	33
	39
	28
	50
	28
	22

	standstill budget
	63
	13
	25
	63
	38
	0


6.40. The table reflects the generally well balanced nature of the sample profile according to the representation of services in each area SP budget status type, with only floating support and small organisations being significantly under-represented in standstill SP budget areas.


