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TITLE : COMMUNITY AND SOCIAL SERVICES BUDGET PRESSURES 2002-2004


RECOMMENDATIONS : Members are requested to 

a) Note the budget pressures highlighted in the report

b) Approve the budget strategy outlined in Table 2 Section 6 


EXECUTIVE SUMMARY :

This report is intended to 

· review the current Community and Social Services budget 

· outline a strategy to meet 2002/03 cost pressures

· identify the potential to realise savings for the 2003/04 financial year.

As reported previously to Cabinet on the 2nd April 2002, a number of function and funding changes introduced by central government resulted in a budget pressure of £1.4m. 

An updated projection of those pressures has quantified that pressure currently at £1.2m.

As preliminary work was undertaken for the 2003/04 budget a savings target of £2.2m was set for Community and Social Services. This together with the budget pressure from the function and funding changes resulted in an overall target of £3.4m.

Service Pressures are continuing around 

· Maintaining stability in the independent sector for Residential and Nursing Home care

· Achieving targets for delayed discharges of care from hospital (which will incur penalties of approximately £100 per day for Local Authorities from April 2003)

· Complex needs of children in care

· The volatility of demand for services.

The Directorate has formulated a strategy to meet the pressures by 

· reducing expenditure on outside placements for Children

· taking action to secure additional income 

· reducing further the use of high cost in-house domiciliary care

This has generated resources of £2.695m within the Directorate to meet the projected pressures of £2.769m.

Therefore the approval of the strategy for 2002/03 and 2003/04 (quantified in budget terms in Section 6, Table 2) would provide a balanced budget for 2002/03 and significantly move towards a balanced budget for 2003/04.

The strategy does not offer additional savings to be able to meet the original savings target of £2.2 million for 2003/04.


BACKGROUND DOCUMENTS : Various Budget Working Papers

(Available for public inspection)


ASSESSMENT OF RISK 

See Section 7



THE SOURCE OF FUNDING IS 

See Section 6 Table 2



LEGAL ADVICE OBTAINED 

Not applicable for the content of this report



FINANCIAL ADVICE OBTAINED 

Yes



CONTACT OFFICER :

Assistant Director Support Services

Community and Social Services

Keith Darragh 0161 793 3225


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


KEY COUNCIL POLICIES 

The report sets out a budget strategy to meet the pressures within the Community and Social Services Directorate.


Report Detail (Overleaf)

 Community and Social Services

Budget Pressures  2002/04

1.
Purpose of Report 

This report is intended to 

· review the current Community and Social Services budget 

· outline a strategy to meet 2002/03 cost pressures

· identify the potential to realise savings for the 2003/04 financial year.

2.
Background

The Community and Social Services net revenue budget for 2002/03 is £61.135 million. This is made up of £96.9 million gross expenditure and £35.8 million income / specific grants. 

The budget supports the Authority’s Personal Social Services and Community Services activities. The net revenue expenditure on Personal Social Services is £58.8 million (including capital charges) and expenditure on Community Services is £2.4 million.

When compared to Personal Social Services SSA funding from central government Salford spends £4.3 million (8%) above SSA. After adjusting for Capital Charges of   £2.6 million the revised net revenue budget is £1.7 million (3%) above SSA. 

This level of funding compares to a North West average of approximately 10.3% above SSA in 2001/2002.

3.
Community and Social Services – Budget Pressures 2002/03

During the Budget setting process for 2002/03 the Authority acknowledged that several function and funding changes introduced by central government in the area of Personal Social Services would lead to budget pressures for the Community and Social Services Directorate. 

On 2nd April 2002 Cabinet received a report on the pressures existing in the Community and Social Services budget for 2002/03. Specifically these budget pressures related to 

· Residential Allowances

· Residential care costs within the independent sector

· Charging Policy 

· Preserved rights.

An update on the projections is shown below
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-958
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Total

110
327
217





We have been working to identify a strategy to meet, where possible, the revised budget shortfall of £1.2 million. We have been pursuing a strategy of reducing expenditure on outside placements for Children, taken action to secure additional income and reduce further our use of high cost in-house domiciliary care.

4.
Savings Target 2003/04

Community and Social Services has been issued with a savings target of £2.2 million for 2003/04 (ie. 44% of the £5 million savings target for the Authority). 

However, before considering this target the Directorate has to first ensure that the current year’s budget is put on a firm platform by meeting the existing 2002/03 budget pressures of £1.2 million.

This means that altogether, over the two financial years, the Directorate is faced with a £3.4 million target.

5.
Service Pressures 2002/03

In addition there are several service pressures which Community and Social Services will have to overcome to maintain its 2 star good performance rating. Below are the main areas of concern 

· Pressures are building up in the residential and nursing care sector as the annual increases in fees fail to keep in line with additional requirement from the National Care Standards and minimum employment conditions.  In June 2002 national research by Laing and Buisson identified that to deliver a good quality care home  meeting all national minimum standards, £459 would be required for nursing care and £353 for residential care.  This compares with Salford's current rates of £236/£274 for residential and £353 for nursing care.

Increasingly homes are refusing to accept placements at the lower residential rates and are requiring a 'top up' from families, above the Salford standard rate.  Several homes have closed in the past 12 months.  In these circumstances, it is important that we increase the payment rate by £10 per week as a start to moving rates to a level which will sustain the market.  This is a key component in Salford’s strategy to meet its statutory obligations to provide care to vulnerable Salford people.

· A reduction in delayed discharges from Hospital is a key priority for the government. The City of Salford has received additional funding of £1m in 2002/03 through Building Care Capacity grant but only if it achieves a further reduction in delayed discharges of 20% (from the number of delayed discharges at 31/3/02 which were 33). Although the current delayed discharge figure is 24, it was as high as 70 in July. This area is subject to fluctuation and may be impacted adversely should we have a bad winter. The delayed discharge reduction will be a difficult target to achieve and is compounded from April 2003 by the prospect of the Council being charged a fine of £100 for each day a bed in hospital is “blocked”. 

· The Government is committed to the agenda for joined up services with Health, providing a single point of access to services. To achieve this the Authority has entered into a pooled budget for Learning Difficulties with Salford PCT. Further joint working around Mental Health services and Drugs and Alcohol is planned. One of the necessary foundations of a good partnership is the robustness of budget contributions from partners. Therefore, it is necessary to maintain funding levels in a number of service areas.

· There remains continued pressure on Children’s expenditure in terms of the complexity of need.

· Both placements for Adults/Older people and Children are demand led and volatile. A couple of placements of children with complex needs would cost hundreds of thousands of pounds and the demand for residential accommodation for older people could significantly increase during the winter period.

6.
Current Position in 2002/03

The current position for 2002/03 is that through the following actions a budget resource is being accumulated to meet the pressures for 2002/03 and 2003/04.

Outside Placements – reducing the number of children in Outside placements 

Overall, the number of children looked after in recent years has been increasing.  However in 2001/02 the numbers looked after seem to have peaked, with the total reducing to 574 by 31 July 2002.


Mar 1997
Mar 1998
Mar 1999
Mar 2000
Mar 2001
Mar

2002
July 2002

Children Looked After
411
447
480
579
607
580
574

A significant section of the overall population is the number of children in outside placements.

Outside placements relate to children looked after who are accommodated in children's homes outside the local authority's own provision.

The cost of each placement is high, ranging from £50,000 to £150,000 per child per year.

As at 31/03/01 the number of children in outside placements was 66 compared to 53 at 31/03/02.  This reduction has been achieved by increasing in-house provision and innovative arrangements for the older age group.
The expenditure in outside placements for 2001/02 was in line with the budget of £5.4m.

In anticipation of the reduction in the number of children in outside placements, a decision was taken to utilise part of the budget to restructure the payments to foster carers (to help bring the amount Salford pays closer to the levels recommended by the National Foster Carers Association (NFCA).  This reduced the outside placement budget to £5,150,000 for 2002/03.

In conjunction with the Assistant Director (Children's Services), a projection was made on the estimated cost of outside placements for 2002/03 taking into account plans for children entering or leaving care.  The plan assumes the following:


No.
£000

Children in placements as at 31.3.02
52
3806

Planned discharges (assuming 6 month cost in 2002/03)
(10)
(342)

Children entering outside placements
7
705

Further discharge (full year)
1
(114)

Provision for Respite Care

100



4155

Budget provision projected underspend 2002/03

5150



_995

The above projection is premised on:

a) a stable children's population

b) provider's fee rates being maintained within the 2.5% inflationary allowance built within the 2002/03 budget

c) all movements falling in line with the plan.

Maintaining the current level of vacancies in Home Care 

As part of the ongoing evaluation of the level of in-house resources required to provide Home Care, the service has not filled a number of vacancies.

This supports the Best Value Performance Action Plan target which has been set at 30%  of Home Care provision to be provided by in-house resources and 70% by agency.  The current position is 38% in-house; 62% by agency.

In view of the mounting pressures on residential and nursing care fees, it is appropriate to move the funding from the Home Care Service to help to stabilise the market for permanent accommodation.  A full year saving by reducing the in-house service permanently would enable £472,000 to be transferred to part meet residential and nursing home costs.

Utilising the budget provision for Physically Disabled day care (2002/03 only)

In 2001/02 the Willowbank residential and day care establishment was closed as part of the modernisation programme.  The residents were assessed and successfully placed in more appropriate provision.

At the same time the day care provision for adults across the City was reconfigured.

Proposals for day care are being considered to use the budget provision for physically disabled day care to provide a service which complements the reorganised day care provisions across the City.  This means that the budget provision can be earmarked to support the general Directorate budget for 2001/02.

Increasing income from supported tenancy transitional housing benefit claims 

To fulfil part of the Learning Difficulty Strategy, the Authority has promoted the service development of moving service users from registered care homes to supported tenancies.

This realises a number of benefits.  It

a) stimulates the independence of service users by providing services to help them live independently;

b) attracts a higher disposable income for individuals compared to the residential care model;

c) allows the Authority to claim income through transitional housing benefit to cover the average costs of tenancy related support provided by the care team.

Members will be aware that Central Government is in the process of implementing a major initiative known as "Supporting People".  This will remove tenancy related support from the Housing Benefit system.

As part of the Authority's work on collecting information to enable the Government to "size the pot" from supporting people, it was revealed that the Authority was not claiming as much as it was able under the transitional housing benefit scheme.

Work undertaken by the Housing Directorate Supporting People team identified an additional £1.1m (full year) of housing benefit that could be claimed by Community & Social Services for its dispersed housing networks.

In addition, the methodology was supported in partnership with independent sector providers and a further £283,000 (full year) has been secured.

Contributions from other funds

Additional funding has been secured from other funds.

The resource will go to meet the service pressure areas below

· Function / funding changes identified during 2002/03 budget preparation and reported to Cabinet 2nd April 2002.

· Children's cost pressures around Agency Foster Care, Adoption, and Section 17 (Children in need ) 

· Partnership Homes / Foster Care skills payments / Children’s Assessment team 

· Charging policy additional staffing requirement to meet new fairer charging guidance standards

· Additional £10 payment to care Homes planned from September 2002 – Further increases to be met from additional SSA funding announced in the  Spending Review 2002 ie. 6% additional funding for Personal Social Services.

The impact of potential resources for redistribution and pressures over 2002/03 and 2003/04 are summarised in Table 2 overleaf 


[image: image1.wmf]Table 2

Summary of Resources and Pressures

Comments

2002/03

2003/04

£000

£000

Potential resource available for redistribution

Children's Outside placements

995

995

Care Services 

Domiciliary

472

472

Day Care

128

0

2002/03 only - non recurrent funding

Additional Housing Benefit Income 2002/03

650

1100

Dispersed Housing/Supporting People report

Further Income from supported tenancies

100

283

Independent Sector 

Other contributions from balance sheet

350

0

2002/03 only - non recurrent funding

Total Resources available

2695

2850

Budget Pressures 

Adults /Older People

1222

1222

Recurrent pressures from Children's budget

519

519

Agency Foster Care

150

150

Partnership Homes - move to full operating cost

79

79

Foster Care - Skills payment

125

125

Children Assessment Team

80

80

Cost of additional payments NH/RCH

368

631

Charging Policy - additional staff 

136

194

Total Pressures

2679

3000

Overall Surplus / (Deficit)

16

-150


7.
Risk Assessment

The above represents a strategy to deliver a balanced budget for 2002/03, recognising as the first task the need to cover the £1.2million cost pressures highlighted at the beginning of 2002/03. It also enables growing service pressures to be covered.

The strategy carries a high degree of risk assuming that we are not faced with an increase in the demand for Children’s placements or that we do not have a severe winter that leads to more people needing to access permanent residential care.

We believe the strategy above actively manages the budget pressures and moves in the right direction to begin to stabilise the market. This will need to be enhanced in future years with rate increases to providers of permanent accommodation to ensure the City can meet its primary statutory obligation to provide appropriate care to those in need.  

This financial strategy also takes forward further the modernisation agenda set by the Council for Community and Social Services in February 2000.

8.
Potential for Further Savings 2003/04

The Directorate’s savings base is £72 million, against which there is a savings target of £2.2million (3%). The savings base includes contract payments of £27.7 million to external providers for the delivery of care to Salford people. Many of these payments relate to the payment of fees for individuals in residential accommodation and given the current volatility in the market do not present a realistic opportunity to identify savings. In fact upward cost pressures need to be met and the Government has allocated additional funding through the Spending Review 2002.

As external contractual payments do not present a viable area for savings the overall target of £2.2 million then becomes 5% of the remaining £44.3 million savings base.

A further £8.6 million of expenditure is already funded through Government grant, therefore any reduction in expenditure will result in a corresponding reduction in income. The target then becomes 6.2% of the remaining £35.7 million.

9.
Summary

We can, using the financial strategy set out above in Table 2, 

· balance the budget for 2002/03

· address service cost pressures

Additional income from transitional housing benefit / supporting people grant will cover existing pressures (eg stabilising the market for adults/older people, maintaining foster care capacity through reorganizing the fostering fees structure) but will not provide the City with additional income to set against savings targets for 2003/04.

There are significant cost pressures within the permanent residential / nursing home market which the strategy goes part way to meet in 2002/03. Further resources will have to be earmarked to maintain market stability and seek to ensure there is adequate provision of care for Salford people. 

It is expected that the additional 6% funding for Personal Social Services, announced in the Chancellors budget and confirmed in the government’s Spending Review 2002, will be targeted at further increases to the independent sector to support people at home and further reduce delays in discharges from hospitals.

The strategy is in line with these aims and will help to maintain the stable care network in Salford, which has been developed over a number of years.
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		Table 2		Summary of Resources and Pressures

												Comments

								2002/03		2003/04

								£000		£000

		Potential resource available for redistribution

		Children's Outside placements						995		995

		Care Services

				Domiciliary				472		472

				Day Care				128		0		2002/03 only - non recurrent funding

		Additional Housing Benefit Income 2002/03						650		1100		Dispersed Housing/Supporting People report

		Further Income from supported tenancies						100		283		Independent Sector

		Other contributions from balance sheet						350		0		2002/03 only - non recurrent funding

		Total Resources available						2695		2850

		Budget Pressures

		Adults /Older People						1222		1222

		Recurrent pressures from Children's budget						519		519

		Agency Foster Care						150		150

		Partnership Homes - move to full operating cost						79		79

		Foster Care - Skills payment						125		125

		Children Assessment Team						80		80

		Cost of additional payments NH/RCH						368		631

		Charging Policy - additional staff						136		194

		Total Pressures						2679		3000

		Overall Surplus / (Deficit)						16		(150)

		Surplus on resources								11






