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‘We aim to be one of the best housing providers in the country, at the lowest cost possible without compromising on quality’
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1.
Introduction
1.1
Value for money (VFM) is one of Poole Housing Partnership’s five strategic objectives to ensure that we deliver quality homes in strong communities.  

1.2
We are committed to maximising our available resources by ensuring that our spending is efficient and effective without compromising on the quality of the services that we provide.

1.3
To achieve this, we must demonstrate that our costs compare favourably with other housing providers, that they reflect our priorities and also take account of our corporate objectives. 

1.4
It is recognised that we must also operate in an increasingly tight fiscal context: the Comprehensive Spending Review 2007 (CSR07) requires all public services to achieve at least 3% net cash-releasing value for money gains annually between 2008-09 to 2010-11.  

1.5
This VFM gain is now a statutory requirement for all local authorities as stipulated in the CLG national indicator (NI179) Measuring and Reporting Value for Money Gains.  Integral to achieving this is identifying efficiency savings, smart procurement and service re-design.

1.6
We must also ensure we are well placed financially for options appraisal, and the current uncertainty around the future funding of social housing, particularly the proposed changes to the national Housing Subsidy system. 

1.7
It is therefore essential that PHP have a VFM Strategy, not only to deliver our services in the most cost effective way possible, but also to ensure we meet the wider efficiency requirements of the CSR07.

1.8
Implementing this strategy will also compliment, support and allow us to link our budgets to our other key strategic objectives:

· Working with residents to deliver customer focussed, high quality services.

· Helping to develop strong and sustainable communities by enabling residents to shape the communities in which they live.

· Providing excellent services by retaining our 3* status.

· Providing quality homes in line with the Decent Homes Standard by 2010, and maintaining this beyond.

1.9
It is also consistent with our Corporate Procurement Strategy and supports the contribution that effective procurement makes to the delivery of quality services that are suited to local needs efficiently and effectively.
2.
What is Value for Money?

2.1
Value for Money (VFM) is when an organisation achieves a balance between what is commonly referred to as the three E’s - economy, efficiency and effectiveness.

2.2
What this means is, that when an organisation is assessing whether or not it is achieving VFM, it needs to look at maximising the benefits for the services it provides within the current resources available. The concept of VFM is illustrated below.
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2.3
Arguably, when balancing the 3 E’s maximising efficiency is central to achieving VFM, as an increase in efficiency can lead to delivering the same (or more) for less input, while not compromising the overall effectiveness of the services delivered.  It is important that effectiveness is not compromised, as savings that reduce the overall quality of a service cannot be defined as VFM, and explains why the cheapest is not always best.

2.4
Currently, as noted in the introduction, the government has set public sector savings targets at 3% annually through efficiency savings, smart procurement and service re-design, and we are obliged to demonstrate we are achieving this target through our Annual Efficiency Statement.

2.5
Guidelines published by Communities and Local Government (CLG) define four ways that will assist public sector services achieve efficiency:


E1:  Reduce inputs for the same outputs - putting in fewer resources to get the same result.


E2:  Reduce prices for the same outputs - paying less for inputs to get the same result.


E3:  Achieve more outputs or improve quality for the same inputs - getting better results for the same resources.


E4:  Achieve proportionately more outputs or improve quality compared with the additional resources used.

2.6
VFM is also a key consideration that is taken into account in the Audit Commission inspection process.  Not only is VFM an essential element of the Key Lines of Enquiry (KLoE’s) that measure the performance of all aspects of the housing service, there is also a cross-cutting KLoE that considers VFM (and efficiency savings) when assessing the landlord’s ‘prospects for improvement’ (KLoE 32).

2.7
In developing our VFM Strategy, PHP recognises the importance of understanding the complex interaction between economy, efficiency and effectiveness, and our emphasis when assessing whether or not we are achieving VFM is to take account of both quantitative and qualitative indicators.  Success in delivering this strategy will therefore not only be achieved through net cash-releasing value for money gains but also by improving the quality of the services we provide to tenants and leaseholders.

3.
How We Achieve VFM
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Maximise choice and VFM for all residents;
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Achieve year on year efficiencies;
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Benchmark against our peers;
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Identify opportunities for income through new business;
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Maximise income from existing resources;
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Achieve savings through smart procurement;
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Raise organisational focus on VFM;

[image: image8.png]



Work with partners to provide best value and continuous improvement across all services.
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3.2 The goals and objectives above show how we aim to meet our commitment to VFM.  To achieve these, we adhere to the following principles across all aspects of the organisation.

Mainstreaming VFM

3.3 VFM is a guiding principle that runs throughout PHP and is achieved by ensuring everyone responsible for the delivery of services, from the Board through to front-line staff, are aware of the concept and how to make it a reality in their every day work.   





Embedding VFM Within the Culture of PHP

3.4
To achieve VFM across the organisation we have in place measures and practical working arrangements to embed the concept within the culture of the organisation.
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All 1-2-1’S now have a VFM category to allow front line staff and managers to regularly assess performance in relation to, and practical examples of, VFM savings in the day-to-day delivery of services.
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Our performance management system breaks most indicators into VFM or customer care.
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We recognise VFM gains across PHP in the form of gifts to staff who come up with ideas to help us achieve VFM, or where they can demonstrate VFM savings they have achieved through simple changes to working practices.  The Senior Management Team assesses the ideas and examples put forward, and staff are recognised at All Staff Away Days.
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VFM is now a standard item on the Middle Managers regular meetings agenda.
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When contracting work, we also assess tenders against the wider market price and conditions for those services or goods being considered to ensure VFM.
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The Finance Team provides training and updates to budget holders within PHP on the new financial regulations and contract arrangements for standing orders.  For all contracts, budget holders must adhere to (as a minimum):

· Three verbal quotes for anything over £5k but less than £30k

· Three written quotes for anything over £30k but under £150k

· Formal tender for anything over £150k
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Operate a tenants’ reward scheme that encourages tenants to keep their rent account up to date via automatic entry into a bi-annual prize draw for those with a clear rent account.  This has been set up to encourage regular payments at times of the year when arrears tend to rise, and is cost effective to manage and administer.
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Use of decorating vouchers for new tenants to save on contractor decorating costs, and to encourage outgoing tenants to leave properties clean and in good condition, to reduce void costs.

Service Reviews

3.5
Undertaking regular service reviews is seen as vital for ensuring that we are achieving efficiencies across the organisation.  

3.6 Our Service Improvement Review Board (SIRB) and Internal Auditors regularly scrutinise our policies, procedures and processes to ensure that we maintain a focus on high quality at the lowest possible cost.  The review process is based on a VFM risk assessment, meaning that the highest cost / highest risk areas of the business are covered more frequently, and the assessment framework takes into account the balance between the 3 E’s.

3.7 To ensure that our services remain customer focussed and adhere to the principles of VFM in the delivery of customer care we have signed up the Customer Service Excellence framework of assessment, and are subject to regular external review in this area.  Recently we were awarded the Customer Service Excellence Standard, meaning that we have achieved efficient, excellent, effective, equitable and empowering services for our residents.
3.8 We have also signed up to the European Foundation for Quality Management (EFQM) excellence model.  By using the self-assessment framework, and applying our services to the five ‘enabler’ and four ‘results’ criteria, we can continually assess our outputs in relation to VFM.  This is because the assessment framework used by the EFQM excellence model has a strong focus on the quality of services delivered as well as the cost, and therefore sits well within the principles of VFM.  

Benchmarking

3.9 Comparative assessment with other similar, high performing organisations allows us to demonstrate and assess where our on-going performance can be improved to meet the national best practice standards in social housing.  

3.10 Using HouseMark data to compare our costs and outputs with other organisations, PHP remains one of the highest performing landlords nationally, at a comparatively low cost.  Our tenancy, housing management, responsive and void repair costs are areas where we continually compare well with other organisations.  

3.11 However, using HouseMark data, our comparatively higher costs in relation to Capital Works demonstrates well our commitment to VFM, as higher spending in this area has contributed to our year on year savings for responsive repair costs.  This longer-term vision, along with our commitment to increase quality through capital spending means that we can go beyond the Decent Homes Standard and meet the higher Poole Standard in our stock, giving residents’ choice as well as VFM.

3.12 The results of benchmarking are reported to the Board, the Borough of Poole and Residents’ Groups.  This helps us to ensure that all stakeholders and partners are clear on how we are performing, and shows clearly areas of the business where further improvement and VFM can be achieved; it also allows us to identify early any slippage in performance, and allows us to target service reviews in the most appropriate areas.

Process Mapping and Service Re-design

3.13 In order to enable us to maintain our commitment to continuous improvement, we employ a dedicated Performance and Improvement Team.  One of the main objectives of the P&I Team is to critically assess and appraise processes, procedures and systems to ensure they are effective and efficient.  Central to the remit of the Team is keeping abreast of methods and techniques that contribute towards achieving VFM across the organisation, and to provide a framework for implementing continuous improvement.

3.14 Key to this is the commitment to identifying and implementing new and innovative ways to improve services, and learning from other organisations using evidenced based appraisals of the methods they employ.   Not only do we learn from others, but we are also committed to sharing our best practice with other organisations.

3.15 In line with this, we now review and update our processes and procedures using Customer Journey Mapping and a Systems Thinking approach.  These are particularly useful for identifying inefficiencies and waste in the processes we use daily to deliver our services, as well as reducing errors and removing duplication, all of which is recognised as a vital aspect in achieving more for the same, or less, resources.

Financial Performance

3.16 The Head of Finance takes the lead on implementing and monitoring VFM across the organisation, and liaises regularly with the management team to ensure spending is kept within budget, and VFM savings are being made wherever possible.

3.17 In line with the principles of VFM, we have introduced medium term financial planning and agreed a broad financial strategy with managers based on the funds available to us, and as noted in the introduction we are paying particular attention to financial prudence because of the future uncertainty around the Housing Subsidy system nationally.

3.18 VFM savings have been achieved with the assistance of:
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2006/07 out-turn against budget:  spend was well within 5% of the budget forecast for the year.
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2007/08 out-turn against budget: 
actual expenditure was lower than the original approved budget, and this excluded the decision to defer some planned repair works that would reduce costs overall by around £275,000.
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2008/09 actual expenditure was lower than budget and £150,000 was paid back to the Housing Revenue Account through efficiencies.
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Introduction of zero based budgeting.
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Review of Anti Social Behaviour, Back office and Service Level Agreement costs

Maximising Income and Financial Inclusion

3.19 Effective rent recovery is important for all social landlords, and to ensure we maximise this revenue stream we employ specialist Income Recovery Officers whose key role is to closely monitor rent accounts and ensure early intervention to prevent arrears accumulating.  

3.20 By using a strategy of early intervention and joint working with other agencies, we have seen our performance in rent collection improve continually since 2006/07; our most recent Performance Monitoring report for the first quarter of 2009/10 shows a rent collection rate of 93%, and only 0.35% of rent written off as a percentage of our overall rent debit.

3.21 We also run regular campaigns to encourage tenants to pay by Direct Debit, and currently just under half of all tenants pay using this cost effective method.

3.22 Additionally, we employ a specialist part-time Income Maximisation Officer whose role it is to identify and apply for external grants and funding; this has had a positive impact and means we can stretch our capital and revenue expenditure further, providing a wider range and choice of services for residents without it affecting core budgets.  We have recently secured funding of over c£93k that will go towards employing a Fuel Poverty Officer.

3.23 Our commitment to maximising resources extends to achieving this for residents’ wherever possible.  We offer a financial inclusion service to all tenants via our Financial Inclusion Officer to help maximise household income and provide debt and financial advice.  We also work in partnership with local organisations to provide advice, assistance and practical support for those with debt and money management problems.

Scheme of Delegation 

3.24 We have recently reviewed the Scheme of Delegation and Risk Register in close consultation with senior and middle managers, and the Board of Directors and the Finance-Sub signed these off in July 2009.

3.25 The Scheme of Delegation clearly show the lines of responsibility in relation to budgets and spending across all teams, and all members of staff with responsibility for budgets clearly understands who has delegated authority to make financial decisions and what responsibilities they have when considering spend.

3.26 The Risk Register was reviewed to reflect recent changes to the Internal Audit process that now uses a risk-based approach.  The Register scores risk as high, medium and low in relation to activities currently undertaken and any new projects or activities being planned.  This allows those with responsibilities for budgets to assess potential threats and put in place actions to mitigate against any potential threats to the business in terms of VFM.

Links with the Procurement Strategy

3.27 Effective procurement is recognised as one of the most effective ways to deliver value for money and excellent services, and our Procurement Strategy has been developed to ensure a corporate ‘fit’ with our VFM Strategy and to support the delivery of the Business Plan.

3.28 PHP procures a wide range of works, goods and services on behalf of tenants and leaseholders and we are committed to ensuring that this activity is delivered efficiently and effectively in line VFM.  Both the Procurement and VFM Strategies take account of:
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The 2007 Comprehensive Spending Review.
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Agreed annual efficiency targets and statements.
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Key Line of Enquiry Indicators set by the Audit Commission relevant to procurement and spending.
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Energy reduction targets (within the properties we manage and the premises used to deliver our services).

3.29
We have developed a somewhat ambitious Procurement Strategy but have recognised that this is required to ensure our on-going commitment to VFM and year on year efficiency savings.  In order to achieve the key aims and objectives we have put in place extensive training and guidance for staff to enhance procurement expertise across the organisation, thereby improving opportunities for efficiency savings and VFM to be realised.  Headline targets to deliver our Procurement Strategy are: 
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Improve and expand existing training and advice available to staff on effective procurement.
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Identify opportunities for efficiency savings through the use of modern methods of procurement.
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Expand the use of resident and stakeholder scrutiny in the procurement of major projects by.

[image: image30.png]



Expand the use of tenants and leaseholders in contract monitoring.

3.30
We have also recently joined the procurement consortium, Procurement for Housing via Housemark.  This is a national procurement consortium that drives efficiency savings and improves procurement practice for over 650 housing providers.  PfH helps housing providers manage the purchase and supply of over £1m worth of goods and services every week, and to date has helped the sector save around £15m nationally.  As part of this group, we have made a 13% saving on the purchase of decorating vouchers, that in itself is a VFM saving for PHP.
Our Achievements So Far…
3.31
To date, our commitment to VFM has helped us to achieve efficiency saving across PHP, and we have highlighted below some examples:
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Our overall Housing Management costs are low in comparison with other, similar organisations.  In 2007/08 and 2008/09 the costs per property have averaged at £533, and we are committed to achieving further reductions in this area.
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We have released salary savings using joint systems administration with other local providers, and intend to build on the practice where possible in the future.
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Rent collection rates remain consistently high, despite the current economic climate. 
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Tenant satisfaction for VFM for weekly rent remains high.
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We are providing a quality repairs service at a lower cost.
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Service charge collection rates have improved and we have reviewed our recharge policy to enable us to recover costs form re-chargeable repairs more effectively.
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We have one of the lowest ALMO Payroll and Invoicing costs compared with our peers.
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Staff continue to provide excellent VFM ideas that contribute to improved performance and reduced costs.
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Ninety percent of our investment is now programmed and cyclical.
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Our decent homes contracts are all long term “partnership” contracts to reduce overheads and build in quality.
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We have improved our IT and delivery systems to make them more efficient.  Examples of where we have achieved VFM via the IT system are mobile working for surveyors and the use of SMS and email in the rent recovery process.
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Continual commitment to explore new technologies to identify where this can provide efficiency savings.
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Our commitment to national benchmarking has led to service improvements and cost savings.
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Our Financial Inclusion Service and Income Maximisation Service has led to major cost benefits for residents and improved income collection for PHP.
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We contributed £150,000 to the Housing Revenue Account as a result of VFM savings in 2008/09.

4.
Accountability

4.1
We recognise that effective monitoring is needed to ensure that the main aims and objectives contained within this strategy are met, and that we continue to adhere to the principles of VFM in service delivery.  To achieve this we have in place a number of mechanisms:


Performance Reporting

4.2
VFM is a key indicator that we report on in our quarterly Performance Monitoring reports across all rears of the business.  Each manager and the Performance and Improvement Team scrutinises the results to identify slippage in performance.  Where the performance monitoring report indicates changes in service delivery, this is acted on quickly to identify the causes of any changes and actions needed to address this.


The Board of Directors and Finance Sub-Group

4.3
The Board of Directors and Finance Sub Group meet quarterly and a standard item on the agenda is financial performance reports and updates, and as noted above, VFM is a key indicator that we need to report on at this level via our standard Performance Reports.


Housing Strategy Panel (HSP)

4.4
HSP is a strategic, resident led scrutiny groups that meets quarterly (usually following the Board meetings) to discuss and monitor PHP’s performance and planned actives.  As with the Board and Finance Sub-Group, financial performance is a standing agenda item, and the group regularly monitor and challenge spending and planned activities on behalf of residents.


Re-investment Panel

4.5
The Re-investment Panel is also a resident led group that plays a key role in assessing proposed neighbourhood improvements.  The Income Maximisation Officer works with staff to identifying how we can attract external funding, and all proposals are carefully scrutinised in relation to VFM.  

Audit Commission
4.6
As noted previously, VFM is a key criterion of the inspection framework used by the Audit Commission whereby VFM is audited across most service areas.  The recent three star excellence rating awarded to PHP clearly demonstrates our on-going commitment to VFM, as this was an area of noted strength in the organisation.  Since inspection, the Board and Management of PHP are keen that we do not get complacent, and have used the Audit Commission inspection framework to ensure we continually improve our services, including those rated as excellent.


Approved Auditors
4.7
PHP’s Internal Auditors (Mazars) are also responsible for investigating whether PHP achieves VFM for the business and for customers. The Internal Auditors spend part of their audit time analysing VFM and producing a report to PHP’s Finance & Audit Sub-Committee (made up of Board Members) with their findings and any recommendations for improvement. These are then acted upon as part of the audit plan.

4.8
PHP also has external auditors (Grant Thornton) that audit the accounts of PHP annually and they have access to all Internal Audit reports produced by the Internal Auditors. They can also challenge VFM as part of the annual audit if they so wish.[image: image46.png]



Value for Money





Efficiency





Effectiveness





Economy





Improved Quality of Services + More Services Delivered


=


Cash Savings





Board of Directors


Overall responsibility for ensuring VFM is integral to the strategic principles, objectives and culture of the organisation





Finance and Audit Sub-Committee


Responsible for monitoring the VFM strategy and reviewing the year on year savings





Senior Management Team


Responsible for implementing the VFM strategic aims and integrating VFM into the culture and processes of the organisation





Middle Managers


Ensure that VFM is implemented at team level and is a central focus of team plans and individual appraisals.





Front Line Staff


Empowering front line staff to build VFM into their day-to-day work that allows them to identify new ways of working to deliver better outcomes for less cost.
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