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VALUE FOR MONEY (VFM) STRATEGY

Introduction

Value for money is of paramount importance to this organisation.  At a time of significant investment in housing it is essential that the available resources are used wisely and to maximum effect.  We know that resources are going to become increasingly tight and that year on year efficiency savings are essential to our success.  Previously through the Gershon review and now through the annual efficiency targets from the Comprehensive Spending Review in 2007, the Government expects the public sector to achieve efficiencies of 3% in cash terms.  Our focus is on improving services, year on year, and delivering more for less.

We aim to be one of the best service providers in the country, at the lowest cost possible, but without compromising on quality.  A focus on quality, and getting it right first time will help us to reduce ongoing revenue costs.

This strategy outlines how we do this.

Definition

Value for money is about:

· Reducing inputs for the same outputs

· Reducing costs for the same outputs

· Reducing costs for greater outputs

· Getting greater outputs








Economy is the price paid for providing a service e.g. the weekly wage paid to maintenance operatives or the rent per square metre for office accommodation

Efficiency is a measure of productivity, how much is received for what is put in and is associated with the process and delivery of procurement

Effectiveness is a measure of the impact achieved, can be quantitative or qualitative, and is associated with outcomes for customers.

VFM is high when there is an optimum balance between all three i.e. relatively low costs, high productivity and successful outcomes.

Build Value for Money into the mainstream of work

Whilst value for money runs through the whole organisation, the following table summarises the key areas of focus:

	Board of Directors
	Overall responsibility for value for money principles and objectives, and a value for money culture



	Finance and Audit 

Sub-Committee


	Overall monitoring of the strategy and review of year on year savings



	Management Team
	Implementation of the strategy and integrating value for money into organisational culture and processes



	Middle Mangers Team
	Implementation at team level, team plans and individual appraisal



	Front line staff
	Integration of value for money into day to day work.  Finding new ways of working that deliver better outcomes for less cost


Accountability

We report on value for money to residents, Council, Government and other stakeholders, on a regular basis.  We share benchmarking data and involve stakeholders in service reviews focussed on better outcomes for less cost.
Value For Money Goals & Objectives

The following have been lifted from our organisational objectives:

•
Maximise choice and value for money for all residents
•
Achieve year on year efficiencies

•
Benchmark against our peers

•
Identify opportunities for income through new business

•
Maximise income from existing sources

•
Achieve savings through smart procurement

•
Raise organisational focus on value for money

•
Work with all our partners to provide best value, quality solutions and continuous improvement across all services
Leadership

Value for money is a guiding principle that runs through the organisation from Board of Directors through to front line service delivery teams

It is built into the company objectives and as such, is a priority for all who work for PHP and who supply services to us.

The Finance and Audit Sub-Committee of the Board takes a lead in monitoring the effectiveness of the strategy.

Performance on value for money is shared with the Local Authority through the Annual Efficiency Statements, and through the regular monitoring meetings.

Value for Money Mainstreamed

Value for money objectives have become a core focus throughout the organisation and are dealt with in a number of ways.

Examples would include:

· Individual employee targets and appraisal

· Team Plans

· Strategic Plans

· Rewards for value for money innovation

· Invest to save scheme

· Reports to Board and Finance Sub

· Benchmarking of cost and performance

· Notice boards celebrating value for money achievements

Our own test is whether, at the same time as achieving significant value for money through procurement, our front line staff can also demonstrate value for money achievements in their own area of work.

Service Review and Value for Money

Achieving efficiencies is a core focus of our service review process.  This is carried out through our Service Review Board and also through internal and external audit.

These are based on a value for money risk assessment meaning that the highest cost, highest risk areas are covered most frequently.  We use process re-engineering and “customer journey mapping” to ensure all our systems and processes achieve high quality services delivered at the lowest possible cost.

Benchmarking (Comparing our costs)

We use HouseMark data to compare our costs with other organisations; this was last completed in October 2007. The results revealed that overall we compare very favourably with others. Housing Management costs, Responsive and void repairs spending and Tenancy related Housing Managements costs were low. There were two areas of mid to high cost on Capital Works spending and back office costs. As a result of this:-

· We have already set up a small team to review back office overheads and some costs have already reduced and further work will continue throughout 2008 to achieve reductions.

· Capital works spending although high is and has been targeted in the right areas to address the determined need under stock condition data and to meet the decent homes standard.

· A value for money series of performance indicators

· Monthly performance targets and achievements

· Working with partners and comparing performance

In addition to the main HouseMark annual benchmarking, we have also recently carried out Phase 1 of the HouseMark ALMO unit cost benchmarking of:

· Sheltered housing

· Estates Services

· Payroll, invoicing and anti social behaviour

The results of benchmarking are reported to the Board, Council and resident groups and action plans agreed on any areas where there are cost concerns or better value can be achieved.  We “cherry pick” good ideas from other benchmarking partners and implement them in our organisation.

Financial Performance

The Head of Finance takes a lead within the team on value for money.  This involves close contact with the management team and tight financial control.

· 2006/07 outturn against budget  - spend was well within 5% of budgeted spend for the year.

· 2007/08 outturn against budget – Actual expenditure was lower then the original approved budget excluding decisions during the financial year to defer some planned repairs as a result much more economic way of working. This should reduce the costs of planned Tower Block painting of £275,000.

· Introduction of zero based budgeting

· Medium term financial planning

· Review of back office and SLA costs

Links to Procurement

Our Procurement Strategy includes the following:

· Long term “Egan compliant” building contracts with value engineering built in

· Contracts managed in-house to reduce overheads

· Review of effectiveness of consortium procurement

· A focus on just in time replacement with long term components to reduce revenue expenditure

· A shift from responsive repairs to programmed and cyclical

· A high quality stock condition database with periodic independent validation

· Working with procurement consortia to offer bulk purchasing economies

· A focus on getting it right first time

Maximising Income and Financial Inclusion

Rent Income is an important revenue stream into the Borough of Poole.  Our income maximisation strategy is to have a specialist recovery team, with the emphasis on 'getting in early' to prevent arrears accumulating.  Encouraging payment by Direct Debit is Value for money and over 45% of our residents now use this payment method.  We run regular campaigns to encourage residents to change to Direct Debit.

We are seeking new ways to bring in additional income, particularly through grants.  Our Financial Inclusion strategy will be self financing through grant income and will help income maximisation to the organisation and to our residents.

Rob Ingleton

Head of Finance

May 2008
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