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REPORT OF

The Chair of the Scrutiny Commission on Financial Inclusion

TO

 Cabinet 

ON 

Tuesday 23rd August, 2011

TITLE:
  Scrutiny Commission Poverty and Financial Inclusion

RECOMMENDATION: 

That Cabinet is asked to review and accept the findings and recommendations within this report.

EXECUTIVE SUMMARY:


Child Poverty was raised as an issue of concern during a scrutiny work programme event and subsequently the Child Poverty Act 2010 placed a duty on all local authorities to produce a Child Poverty Strategy.
It was therefore decided that a cross party group of elected members from all scrutiny committees would be set up to look at the issues in more detail.  

Members of the commission group were:-

Councillor James Dawson – Sustainable Regeneration, Neighbourhoods and Budget scrutiny, acted as Chair of the commission group

Councillor Jillian Collinson – Children, Young People and Families Scrutiny Committee 

Councillor Karen Garrido – Budget Scrutiny Committee 

Councillor Anne Davies – Children, Young People and Families Scrutiny Committee 

Councillor Martin O’Neill – Member of the Independent Group 

Councillor Joe Kean - Community Health and Wellbeing Scrutiny Committee 

Work was already underway to develop the Family Poverty strategy for Salford and in order to avoid duplication it was agreed that the findings of the commission group would feed into the building block “Financial Support” and incorporated into the overall strategy.
The purpose of this report is to outline the interim findings and recommendations of the scrutiny commission following the review of financial inclusion and how these can be incorporated into the Family Poverty strategy within the financial support building block. 

BACKGROUND DOCUMENTS:


(Available for public inspection)

Child Poverty Act 2010

KEY DECISION:
NO 
DETAILS:

The overall aim of the scrutiny review was to gain an understanding of the key issues within financial inclusion and to evaluate both the Council’s and partners activities in place to help reduce problems faced by those affected.

KEY COUNCIL POLICIES: Links to a wide range of council policies and strategies.

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: - 

The work of the commission group recognised members of society that are at risk of poverty and aimed to make recommendations to address some of the issues faced by them.  

ASSESSMENT OF RISK:

Welfare reforms to be introduced, along with the ongoing recession will have an impact on the people in Salford. Therefore it is anticipated that the consequences of not accepting the recommendations within the report could potentially be high.  

SOURCE OF FUNDING:  No additional funding required.
LEGAL IMPLICATIONS: There are no significant legal implications arising from the report. 

FINANCIAL IMPLICATIONS: During the period the work was undertaken consideration was given to the current budget situation when making recommendations. With the assumption that there would be no additional funding available it is anticipated that the resources available could be realigned in order to provide the services required. 
OTHER DIRECTORATES CONSULTED: 
CONTACT OFFICER:
Carole Chapman
TEL. NO.
793 3316

WARD(S) TO WHICH REPORT RELATE(S): All

Joint Scrutiny Commission
Poverty / Financial Inclusion
Introduction 
Whilst there are many definitions of poverty, one thing is certain, it is a complex societal issue. Although it can be said that poverty is about not having enough money to meet basic needs including food, clothing and shelter, it is much more than just not having enough money.

In addition to a lack of money, poverty prohibits people participating in recreational activities, parents are unable to send their children on school trips, it affects educational attainment, prospects of gaining employment and it may lead to a higher incidence of illness, all of which lead to negative consequences for society as a whole. Increased costs to the health service, the justice system and other systems providing support to those living in poverty have an impact on the economy.   
Child Poverty was raised as an issue of concern during a scrutiny work programme event and subsequently the Child Poverty Act 2010 placed a duty on all local authorities to produce a Child Poverty Strategy.
It was therefore decided that a cross party group of elected members from all scrutiny committees would be set up to look at the issues in more detail.  Work was already underway to develop the Family Poverty strategy for Salford and within this there are four building blocks that described the range of causes of low income that require tackling to end child poverty, they are:-

· Life Chances 
· Place

· Employment and Skills

· Financial Support 

It was agreed that the findings of the commission group would feed into the building block “Financial Support” and incorporated into the Family Poverty strategy. 
As the commission was one element of the wider piece of work to develop the Family Poverty strategy the majority of the consultation work was undertaken by the Economic Development Team.    
Purpose of Report

The purpose of this report is to outline the interim findings and recommendations of the scrutiny commission following the review of financial inclusion and how these can be incorporated into the Family Poverty strategy within the financial support building block. 
Methodology
The overall aim of the scrutiny review was to gain an understanding of the key issues within financial inclusion and to evaluate both the Council’s and partners activities in place to help reduce problems faced by those affected.

The group of elected members was formed towards the end of 2010 and during a meeting held in October they agreed the terms of reference. These can be found at Appendix 1.
Some of the more specific objectives of the review included the following:-

· To determine whether SCC adopt a strategic cohesive approach to financial inclusion across all directorates and services including debt recovery, claims and advice services to ‘champion’ financial inclusion 

· To explore existing initiatives and determine if they are appropriately joined up 

· Support measures to maximise income through take up of in and out of work benefits, skills development, improved work opportunities

· To explore the impact of fuel poverty

· Debt advice – is there adequate benefits and debt advice provision to meet the needs of the city – supported with debt prevention advice

· Financial capability – is there an established life long learning approach to financial capability with specific interventions for a range of audiences

· To compare our policies for financial inclusion with other areas including those of a  Beacon authority and benchmark current service provision
The scope of the commission was identified before the budget cuts and the wide ranging changes to the welfare system. As a result this impacted upon the focus of the work and different priorities emerged.

As part of the commission work the members extended invitations to a variety of internal officers and partner organisations to participate in the process and evidence was gathered by various means including:
· Interviewing relevant officers from within the authority, including the Assistant Director and Head of Customer Services, Head of Service – Housing Choice, Principal Officer – Affordable Warmth and the Principal Officer (Welfare Rights and Debt Advice)  

· Visiting and speaking to officers involved with the Credit Union, Steady Readies Project the CAB and Money Line services operating in Salford 
· Meeting with local housing providers

· Meeting and speaking to the lead officer from the Economics Policy Team at Leeds Council, which has been recognised as a Beacon Authority for promoting financial inclusion and tackling over-indebtedness  

· Meeting and speaking to officers from the Illegal Money Lending Team from the Department for Business Innovation and Skills (BIS) 
· Light-touch research with schools in Salford 
Whilst considering the evidence provided by the various groups and organisations, the members also explored their views regarding the work carried out in Salford and in addition what they felt could be done to improve service provision. 

Members of the commission group were:-

Councillor James Dawson – Sustainable Regeneration, Neighbourhoods and Budget scrutiny, acted as Chair of the commission group
Councillor Jillian Collinson – Children, Young People and Families scrutiny
Councillor Karen Garrido – Budget scrutiny

Councillor Anne Davies – Children, Young People and Families scrutiny

Councillor Martin O’Neill attended a meeting on 7th December 2010 
Councillor Joe Kean attended a meeting on 25th October 2010 
Having gathered the evidence required the group met to consider its preliminary findings and recommendations, which are set out below.
Findings and Recommendations
Financial Inclusion 

Affordable credit

Obtaining affordable credit can be particularly difficult for people on low incomes and in order to find out more about work being undertaken to tackle this, members visited the River Valley Credit Union, Money Line and a number of the sub prime lenders situated within Salford City shopping centre. 
A credit union is a financial co-operative owned by its members. The members’ savings create a fund, which is used to make low cost loans to other members at a fair rate of interest. The River Valley Credit Union (RVCU) has been in operation for 22 years and currently there are 5,000 members. 
Members were impressed with the good work taking place within the credit union, however, they did feel that the service had limitations. Although there are feeder collection points located around the city, in places such as schools, and libraries there are issues around security and the ability to collect cash. Whilst the union covers the whole of Salford and parts of Manchester the main branch is based on Great Clowes Street in Salford. This is not easily accessible to residents of all areas of the city, particularly if they are reliant upon public transport. This was corroborated by individual focus group members from the Broughton Trust during a subsequent meeting, who stated that in their opinion the presence of a sub office located within Salford Shopping City would attract more members. 

It was suggested by members that options should be explored in order to expand credit union branches citywide, possibly within the Gateway centres and other appropriate existing council properties. The role of the credit union in helping people to manage their financial affairs and providing affordable credit should be recognised.  
Currently the credit union is not affiliated to the Association of British Credit Unions Ltd (ABCUL) and this was viewed as a further limitation. Membership of ABCUL would allow RVCU to participate in the Co-operative White Goods scheme, whereby white goods such as washing machines, cookers and other kitchen appliances are sourced through an arrangement with the Co-Operative group. Members of the credit union are then able to take out a low cost loan to purchase these goods.    
The provision of affordable white goods could also be seen as a social enterprise opportunity whereby white goods are reconditioned and sold on at affordable prices. This could be undertaken in partnership with Salford College as part of a training programme.

Money Line has been trading since 2000 and provides finance for local people. The objective is to provide long term benefit for the local community by providing affordable credit along with support and budgeting advice. Whilst Money Line cannot be called a bank it is thought of as a bank for people that have difficulties accessing the services of mainstream lenders. The average loan is £500 and over 85% of clients that apply are in receipt of tax credits.  In addition to loans Money Line offers a unique selling point which is a one to one relationship with clients offering financial and budgeting advice. To date the service has received 14,000 applications, approximately half of which have been approved. Clients encountering problems with debt may be referred to the Consumer Credit Counselling Service in order to get assistance with a debt management plan.  
Whilst on a walk around Salford Shopping City, members were made aware of the number of sub prime lenders present. These included a range of pawn brokers, cash converters and pay day loan establishments, which are becoming more prevalent in deprived communities. Whilst they may offer a quick short term solution for some families that are in need of cash immediately, they do not tackle the underlying need for improvements in financial capability within the community.     
Recommendations for the Lead Member Finance & Support Services 
· Disadvantaged communities would benefit from a wider presence and increased collection points across the City to enable them to become members of the credit union. Consideration should be given to utilising existing council buildings, such as the Gateway centres wherever possible

· The authority could support the expansion of the credit union by undertaking an initiative to promote membership to employees via the payroll system
· The operation of a white goods scheme within the City would allow low income communities to benefit by being able to purchase affordable goods and may deter them from the sub prime lenders. Membership of ABCUL would allow RVCU to participate in a white goods scheme. Members of staff within the Economic Development team with financial inclusion included in their remit should actively encourage this
· Money Line should be promoted as a source of affordable credit within the City. In order to help develop the new structure of the board, Money Line should approach the Council when appointing elected members to outside bodies, in order that consideration can be given to electing a councillor to become a member  of the Board
Illegal Money Lending 

Officers from the Department for Business Innovation and Skills (BIS) North West Illegal Money Lending Team, met with members during the commission process. 

During the meeting members were presented with some facts around the issue of illegal money lending and loan sharks and the impact it can have on the individual borrowers’ mental health status and more generally on local communities.  The most likely victims of loan sharks are female within the age range 30 – 40 year old, on welfare benefits and living in social housing.  
As the result of one particular initiative carried out in Salford the team was able to identify and successfully prosecute an operating loan shark. The investigation revealed that there were 900 victims across Greater Manchester with a high proportion coming from Salford. 
Evidence produced from research carried out both in Salford and Leeds Council shows the value of money lost to the local economy as a result of loan sharks operating within communities. Due to the threat of intimidation and possible violence, victims have stated that payment to lenders have to be prioritised before other spending, which will have an impact on their ability to repay other debts. As these other debts often include such things as rent and council tax this will affect the generation of income to the authority.

Recommendations for the Lead Member of Finance & Support Services and Children’s Services. 
· The close working relationship established with the Illegal Money Lending team should continue
· Whenever loan sharks are arrested the financial inclusion delivery services within the authority should be ready to step in and fill the void left by offering appropriate support and guidance to the victims. The Council could act as an enabler and possibly provide road shows in relevant areas that  sign post people to legitimate sources of affordable credit and advice
· Early pro-active interventions should be undertaken in order to prevent money being lost to sub prime lenders and keep it within the City. Such interventions could include initiatives within schools in Salford to help pupils become aware of how to identify illegal money lenders and the dangers of becoming involved with them. Additionally, effective use of available data and trends within that data, between the Council and Housing Providers could identify areas where illegal money lenders are operating, as members have been informed that this can be linked to an increase in tenants starting to default on rent and council tax payments   
· Training should be provided to front line staff in order to help them identify potential victims and to take appropriate action. The England Illegal Money Lending Team delivers a free session to groups of individuals who want to work with them to make a difference in their communities. The session aims to inform people of the tell tale signs of loan shark activity, the needs of victims and helps them to develop an action plan for their community. All Community Committees should be encouraged to promote the take up of such training within their particular area  
Debt / Financial Advice 
During the course of the review members met with various officers and partner organisations to discuss the issue of debt, what services the Council provides in respect of benefits, the provision of advice for people experiencing financial difficulties and housing options.  
Members were impressed with the good work already taking place and heard how the electronic claims form (e-benefits) has reduced the time needed to process claims, how targeting specific groups for benefit take up is undertaken and the work of the wider membership of the Financial Inclusion Partnership.  However, in terms of debts owed to the council, members felt that a more personalised approach could be taken and rather than looking at different debts in isolation a more collective approach for multiple debts could result in increased payments being received. 
Research carried out both in Salford and Leeds demonstrates that investment in Financial Inclusion Services helps to retain money within the City and prevents money being lost to sub prime lenders

Recommendations for the Lead Member Finance & Support Services
· A strategic review of corporate debts and the way in which they are dealt with should be undertaken in collaboration with key partners who have direct experience in dealing with debt problems. The result of which should help to formulate a Corporate Debt Policy for the Council.
· The policy should identify where responsibility for the collection of multiple debts lie along with the procedures in relation to contact, recovery and repayments. The policy should include the framework for a consistent and sensitive approach to collecting debt whilst at the same time ensuring that the Council continues to maximise collection performance

Recommendations for the Lead Member Neighbourhoods, Culture & Leisure (Asylum Seekers& Refugees) 

· It is anticipated that due to the current economic situation demand for such services is going to increase and whilst members of the commission group recognise the Council’s budgetary position, emphasis should be placed upon the importance of providing preventative services and the need to ‘invest to save’ in this area

Recommendation for the Leader of the Council
· Through discussions with the various officers and partners, members were made aware that a wide variety of services are provided. However, they are of the view that a more joined up approach with partners would be beneficial and the sharing of information where possible could enhance those services. Furthermore, members feel that the area of financial inclusion should be included in the portfolio of an appropriate lead member.  
Fuel Poverty
During the course of the review members met with the Principal Officer for Affordable Warmth and heard about the schemes open to residents of Salford. Many families on low incomes are reliant on high cost prepayment meters and are unable to source the best deals for fuel costs which places a financial burden on those least able to bear it. The scrutiny group spoke to members of a focus group who corroborated this and told of the financial difficulties they encounter. 

Recommendations for the Lead Member Planning & Town Twinning
· Targeted work should continue in order to identify and provide assistance to vulnerable groups within the City

· The implications of the Energy Bill (2011) and the Green Deal Scheme and the impact on fuel poverty should be considered and incorporated into future planning  
Financial Capability 
In order to enable the group to form an overall view of how financial capability is incorporated into the school curriculum members decided to carry out some light touch research. A questionnaire was issued to all Primary and High schools, a copy of which is attached, see Appendix 2 
From the information returned it appears that there is some excellent work ongoing within a number of schools. However, due to the low number of replies received it is not possible to form an overall assessment of the extent to which financial capability is incorporated into the school curriculum. 
Members strongly support the importance of education, particularly early intervention, as a means of providing a pathway out of poverty and commended the examples provided by a number of schools to raise educational standards in relation to financial capability. However, it was acknowledged that there is a gap in the knowledge they have about the work undertaken by all schools across the City. 
Recommendations for the Lead Member of Children’s Services 
· Financial capability should be incorporated into the curriculum within all schools from as early an age as possible in order to raise educational attainment and the aspirations of all Salford pupils as a pathway out of poverty 
· Elected members and Authority representatives acting as governors should promote the importance of financial capability within their individual school
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Appendix 1

Joint Scrutiny Commission

Poverty – Financial Exclusion
Terms of Reference

Background

Whilst there are many definitions of poverty, one thing is certain, it is a complex societal issue. Although it can be said that poverty is about not having enough money to meet basic needs including food, clothing and shelter, it is much more than just not having enough money.

In addition to a lack of money, poverty prohibits people participating in recreational activities, parents are unable to send their children on school trips, it affects educational attainment, prospects of gaining employment and it may lead to a higher incidence of illness, all of which lead to negative consequences for society as a whole. Increased costs to the health service, the justice system and other systems providing support to those living in poverty have an impact on the economy.   
The Child Poverty Act 2010 enshrined in law the commitment to eradicate child poverty by 2020

The bill places a duty on local authorities and other named delivery partners to:

·  Work together to develop a needs assessment

·  Work together to produce a child poverty strategy, and

·  Work together to reduce child poverty

Poverty results from a range of factors and ending child poverty needs all public services to play a role in breaking the cycle…

Four building blocks for the Child Poverty strategy describe the range of causes of low income that will require tackling to end child poverty :-

· Life Chances

· Place

· Employment and Skills

· Financial Support 

The results of the scrutiny commission work will feed directly into the building block “Financial Support” and incorporated into the Child Poverty strategy.

Members of the commission will review the services currently provided by the council and partner agencies and compare with best practice in other areas including Beacon authorities.

Key Objectives:

· Identify what we mean by poverty and which groups are affected

· To identify what work is currently being done and what the potential barriers are 

·  To determine whether SCC adopt a strategic cohesive approach to financial inclusion across all directorates and services including debt recovery, claims and advice services to ‘ champion’ financial inclusion 

·  To explore existing initiatives and determine if they are appropriately joined up 
· To consult with service users to determine the effectiveness of access and service delivery

·  Support measures to maximise income through take up of in and out of work benefits, skills development, improved work opportunities

· To explore the impact of fuel poverty

· To explore the impact on young adults (under 25) living independently

·  To determine whether there is adequate provision of free ATMs, affordable credit, across the city – is there adequate provision in areas which do not have mainstream services, banks, post office, supermarkets

·  Debt advice – is there adequate benefits and debt advice provision to meet the needs of the city – Supported with debt prevention advice
·  Financial capability – is there an established life long learning approach to financial capability with specific interventions for a range of audiences

·  To review performance indicators relating to financial exclusion  (if there are any) or establish local indicators

·  To compare our policies for financial exclusion with other areas including those of a  Beacon authority and benchmark current service provision

Scope of the work:

In order to support the objectives the following will be undertaken:-

· Establish a core group of members to undertake the work of the commission

· Enlist the services of an independent expert advisor 

· Undertake an analysis of the services currently provided 

· Consult decision makers to establish how poverty is considered when planning services and identify commissioning arrangements

· Meet with service providers to establish how and why we do what we do as an authority and as partner agencies 

· Engage with the community to establish need, access and outcomes 

· Compare best practice with other authorities / agencies

Information to be obtained by the following;

Interviews with the following: 

Lead officers from partner agencies, including Welfare Rights, CAB, Job Centre Plus, etc

Leader of the Council and lead members

Service deliverers  

Service users from the community

Representatives from other local authorities

This is not an exhaustive list and other officers and individuals may be identified during the course of the review. 

Key Documents / Background data / Research papers

	· Statistical data from relevant directorates 

	· Statistical data from partner agencies 

	· Government initiatives

	· National and local policy drivers

	· Website research into the topic 


Timescale 

Start
October 2010


Anticipated end date: to be determined

Reporting arrangements

Report To:

· The Chief Executive and Leader of the Council

· Scrutiny Committee

· Salford Strategic Partnership

· Strategic Directors 

· The Cabinet

· The community

Monitoring / Feedback Arrangements

To:

· All witnesses / contributors

· Updates to the relevant scrutiny committees

Appendix 2 

	                                                Topic
	How the topic is incorporated into lessons


	Additional Information

	
	                                          High School

	Primary School

	

	The importance of money and where do we get it from
	
	
	

	

	Managing and recording income and expenditure
	
	
	

	

	Planning a weekly / monthly budget
	
	
	

	

	Budgeting for the purchase of large items such as a car
	
	
	

	

	Budgeting for every day essentials, shopping and paying bills 
	
	
	

	
	

	Different methods of paying for goods and services, advantages & disadvantages
	
	
	

	

	Different types of saving/banking – Awareness of the best options / deals
	
	
	

	

	Finance management : opening a bank account, using debit and credit cards 
	
	
	

	

	Methods of borrowing for short, medium and long term loans
	
	
	

	

	Where / how  to obtain financial guidance
	
	
	

	

	Understanding your wage / salary slip: Income Tax, National Insurance, gross and net pay etc 
	
	
	

	

	Understanding the dilemmas of spending public money 
	
	
	

	

	National economy
	
	
	

	

	Consumer rights
	
	
	

	

	Enterprise Initiatives
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