REPORT TO CORPORATE MANAGEMENT BOARD
ECONOMIC INCLUSION
Item for Decision

Recommendations

1. That outcomes of the LPSA2 income maximisation programme are noted and its extension into the LAA is supported by allocation from the LPSA2 reward grant and resolution of other resource issues (section 7)
2. That support in the form of a capital allocation to South West Pound is agreed (section 7). 
3. That CMB commissions further work to enhance our approach to addressing poverty and economic exclusion as part of our corporate project management approach.
4. That consideration is given to including this work as a key strand of improvement through the LGR process.
5. That further reports on progress are made to the Executive in line with minute xx (February 08)
Summary
This report summarises LPSA2 anti-poverty work and seeks corporate endorsement of the LAA15(a) work stream and approval for proposals to achieve a step change in our approach and report back to the Executive. 
1. Introduction

Tens of thousands of Devon residents experience barriers to work and financial stability due to incapacity, disability, caring responsibilities, chaotic lifestyles and related problems. The impact of poverty on health, life chances, fuel poverty, housing choice and financial instability, especially among Devon’s most disadvantaged communities, is serious. Critical life events are triggers of poverty and financial insecurity and can affect almost anyone. 
The council’s response has included benefit take-up initiatives, charging polices, regeneration projects and the LPSA2 programme to increase incomes of vulnerable older people (65+) and children with special needs.

The extent and nature of economic exclusion revealed the need for a wider range of affordable financial solutions.  This led to the formation of South West Pound and the growth of Credit Unions – encouraging access to banking, affordable credit, savings and financial literacy and capability.
The Government is currently negotiating the latest National Action Plan (NAP) through the EU as part of its drive to reduce poverty and exclusion and to “halve child poverty by 2010 and eradicate it in a generation”.
2010 is an important milestone in the campaign against poverty, not just for the government but for a range of NGOs. The economic climate makes it likely that the profile of anti-poverty work will increase further. 
In February 2008 an Executive minute stated that;
“ the success of the Council in meeting and exceeding its LPSA2targets for ‘entitlement take-up’ campaigns be welcomed and the potential for improved partnership working under the LAA for 2008/11 (to obtain yet further increases in take-up of benefits, acknowledging the impact upon the Council’s overall financial settlement as well as the benefit for both the individual and the economy of Devon) be noted and actively pursued; that a report on this issue and the scope for increasing this initiative be brought to a future Executive”

2. LPSA2 - performance
a) Older People

Target     - to help 4572 people and raise £9.144m.
Outcome - 6,929 people successfully claimed £16.671m through telephone and face to face support (nb last six months data estimated due to withdrawal of DWP systems to track claims).  
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Issues:

· Three year service cost above core CSC staffing was £245,000 (Age Concern home visiting contract plus one CSC advisor to co-ordinate work). Return on investment is 1:68 – more if cumulative totals and value of spend in the economy are added –as high as 1:100 (not including the economic multiplier, any increase to Revenue Support Grant and reduced dependency on our services).
· More sophisticated work is needed to assess performance against profiles of poverty among older people to target need effectively.

· There are problems tracking performance due to DWP decision to withdraw access to its computer systems.

· The Age Concern contract does not meet need and requires additional investment.  The cost to date (£65k per annum) has been met by the CSC but this commitment is not secure beyond 08/09.  
· CSC performance monitoring systems exclude benefit take-up.

b) Children with special needs
In Devon, there are approximately 2,500 such families. Scant evidence nationally suggested that 20% of families were not receiving their entitlement.  
Target - 500 families secure average entitlement of £834 (£417,000 in total).
Outcome - 600 families secured £2.6m – an average of £4,300 per family p.a., 32 of which gained in excess of £10,000.  60% of referrals were eligible.

The chart below shows distribution of value by numbers of families
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Issues:

· Total cost over 3 yrs, commissioned through DWRU, was approx. £170,000.  The cumulate value of gains was £2.85m, a return on investment of 1:16.  Whilst not as high as for older people, (reflecting greater complexity), this is still an excellent return. 
· The impact has been enormous – giving families choice, respite, support and improving life chances for children – changing lives.

· 1200 families (50%) approached the service so, even if the remaining 50% of families were receiving full entitlement, 30% of all target families would not be securing their entitlements.  

· In fact, families are continuing to refer into the LAA phase of the work (over 200 new families since April, with a further 120 unresolved cases carried over from the LPSA2 phase).
· Already this year a further £317,180 has been secured.

· I estimate that 50% of families have been missing out. 
· This work is highly significant locally and nationally and reports are currently being finalised to share findings. Interest is being shown by organisations such as CitA and CPAG in our work.
3. Wider economic inclusion work
This success is linked to the development of the Community Banking Partnership (CBP) , working with Credit Unions and South West Pound and long standing arrangements with the CABx (see app. 1 for LAA CBP targets). In its first year South West £ helped 1600+ people access affordable loans, budgeting support, financial literacy training and a savings gateway.  

· 520 affordable loans were made through Credit Unions (saving £411 interest per loan by reducing door step lending - over £220,000 in total)
· 420 loans customers joined a credit union and are saving c. £66k p.a (av. £3.30 per week per person), often for the first time in their lives.

· Credit Unions membership grew by around 90% in 18 months.

· D£VON POUND identified and introduced 240 people to money advice partners including CABx for intensive money advice where needed.
· Financial literacy programmes are also being developed with schools and in adult learning.
· Specialist outreach workers provided budgeting guidance to 390 people with debts of over £950,000. After budgeting support, lifestyle changes and negotiated debt reductions this reduced to £790,000.

· Changes in disposable incomes for those receiving budgeting support improved from an average of £2.30 per week to £7 per week.

The Community Banking Partnership has reached a point where: 

· The Devon credit unions are proposing to merge by end of 2009

· Agreement is being finalised for South West Pound to take operational responsibility for front line services to build in better robustness to systems and wider coverage.
· From 2010 South West Pound and Credit Unions will operate with a partnership arrangement, effectively establishing an integrated service.
Demand for CABx services has dramatically increased due to rising levels of personal debt. Some 2,000 Devon residents per annum seek help with £36 million of debt problems (average £18,000 excluding mortgage capital).

Since 2006, as part of the Financial Inclusion Fund (FIF), staff based at North Devon CAB have offered an additional advice service in rural areas of North and Mid Devon.  By May 08 money/debt advice services had been offered to 483 “financially excluded” people at various outreach locations (79% of clients had 3 or more of the Government’s 5 Financial Exclusion indicators). 

Citizens Advice is also working with the National Offender Management Service (NOMS) on a Finance, Benefits and Debt Strategic Pathway to offer debt advice to offenders (in prison and on probation) and their families.

4. The LAA Phase
LAA15(a) aims to consolidate and extend this work by 

“improving the quality of life of those most in need through improved access to high quality money advice and financial products and services.  In so doing, the project will seek links with all relevant LAA priorities to develop and mainstream an effective income maximisation programme that is among the best in the country.”  

The delivery strategy is ambitious and will extend over more than one LAA cycle.  Priorities and targets are set according to whether they:
· are clear and deliverable immediately (extending LPSA2 work and Community Banking Partnership);
· have strong likelihood of delivery, where development can be secured during 2008, usually in collaboration with other LAA programmes;
· are aspirational and require further significant discussions. 
The strategy sets out priorities for action including:
· Childbirth/low income families/children with special needs (LAA10;11;14; 29;30;33), with priority to support LAA 29 in Ilfracombe;
· Older people/ bereavement (LAA10;11;33), working with Care Direct/Link Age Plus and as part of the Strategic Framework for Health and Social Care;
· Movement in and out of work, especially for people with poor health and disabilities, low income lone parents, care leavers, carers and young people 16+ who are not in work, education or training (LAA10;11;14;17;24;29;30;33);
· Complex Needs and Chaotic lifestyles – people with drug and alcohol dependency, poor mental health and ex-offenders (LAA10;11;14;24;27;30;32; 34).
The programme aims to identify transformational opportunities to reduce duplication, improve efficiency and realign resources.  It is analysing performance and setting targets in each of the 28 towns plus Exeter. 
A delivery team is being established (on which Phil Norrey will represent DCC) and the team will be accountable through the stronger and inclusive communities strand to the Healthier and Stronger Communities Partnership. 

Issues:

· It is important to build understanding and commitment across DCC to ensure delivery meets service objectives

· Aspects of the programme could be better built into mainstream commissioning processes

· Resourcing issues need to be resolved

· National profile and approaches to central government (esp. with CSN) need to be owned by senior management and members.
6. Other issues and opportunities for DCC
Support from Devon County Council’s leadership has been unstinting and cross – party.  However, a number of issues need to be taken account of:

· There is a national indicator regarding increasing the take-up of child tax credits for low income families as part of the child poverty target.  Devon is below the national average in terms of take-up and some areas e.g. Torridge, are particularly low. There is a possibility that GOSW will be doing some promotion for specific areas in the south west to try and increase the take-up.  
· Services to residents are not always working as well as they might.  The LPSA2 projects demonstrate this but other examples (e.g. support to carers) reveal that significant improvements could be made.

· The impact of anti-poverty work is felt across the council’s operations but our commissioning approach could be seen as a bit piecemeal.  The LPSA2 work, the work of the CSC, the way we commission CABx and DWRU, economic policy and regeneration, ACS and CYPS work could be better integrated or connected.  A clearer anti-poverty strategy might be indicated.

· At a recent conference, a presentation by the FSA described a range of approaches to helping employers support their staff in financial planning and in promoting “financial capability”  – is this something DCC should be exploring?
· Economic inclusion not only helps victims of poverty but also provides positive routes for climbing out of it.  This includes access to micro-finance to enable small business start up where traditional business support is not available and to provide self –help and mutual aid to the self employed.  The New Economics Foundation recently published findings of a research study that included Devon, concluding that many self employed people lack access to a range of financial services.
7. Resources and sustainability

The extent of financial support at the LPSA2 phase has been described in section 2. In addition DCC has supported Credit Unions and South West Pound to a total of about £100,000 over the last few years to support developmental work and to assist with establishing the South West Pound organisation. Acknowledging that the LPSA2 work had earned £1.5m in reward grant, and that it is mostly third sector organisations undertaking the work who have no other available resources, it was agreed earlier this year by Brian Greenslade, Phil Norrey and John Mills that resources would continue to be allocated to continue this work into the LAA phase pending final decisions on the use of the LPSA2 reward grant and other financial planning.

a) Full Resource requirements (* denotes LPSA2 reward grant))
	Workstream
	08/09

£,000
	09/10

£,000
	10/11

£,000
	Comments

	CSN
	139*
	123*
	126*
	£105k paid this year

Average 60% FCR(1)

	Older People
	20*
	100*
	100*
	CSC paid Age Concern contract in full 08/09

Assumes no CSC budget 09/10 and 10/11 and includes 15k p.a. uplift(2) 

	Credit Unions

Revenue

Capital
	21*
	34*
150 - 500
	15*
	Part cost of CU manager, credit controller and customer service assistants

See note 3 below

	South West £
Revenue (1)
Revenue (2)

Capital
	75*
150
	60*
220
	40*
220
	08/09 £75k paid to meet LAA targets
To drive growth (note 4 and biv)
Bid to IID - note 5

	Total
	405
	687-1m
	501
	

	Potential sources of income

	LPSA2*
	255
	252 - 317
	216 - 281
	Total = £723k to £853k  subject to decision re note 2

	IID
	150
	
	
	Bid submitted (note 5)

	Other 1. 


	
	370-720
	220
	Costs understood, source of support not identified (biii and biv)

	Other 2
	New work areas – costs not known – could be new investment or recycling of current investment streams


Notes

1. CitA seeks 100% full cost recovery (for HR, ICT, Premises, Legal etc) but I have always argued that this was too high a % of project costs (approx. 25%).  During LPSA2 CitA waived 60% of this cost but needed to see an increase during the LAA phase.  Current negotiations reflect an average of 60% FCR across the three years. This seems a reasonable compromise bearing in mind the huge effort made by DWRU to achieve and exceed the target.

2. CSC decision needed on what contribution, if any, to costs of the Age Concern contract can be made over next two years. 
3.  Loan capital of 500k would be a major boost to CU sustainability.  I have had discussions with John Mills re: underwriting loans safeguard member deposits (FSA rules apply).  John’s advice is that a one-off capital grant would be more straightforward.  I had talked with John re £150,000 but £500,000 is the aspiration for South West Pound and the CUs.

4. South West Pound full operating costs are currently c £400,000 – majority made up by RSL contributions and service contracts.  There is a shortfall in operating costs which is met by the three year LAA support and will achieve LAA targets. Longer term growth is needed beyond the current level to achieve full sustainability. (see b iv below).
5.  As part of establishing an efficient and accessible service South West Pound, supported by Cllr Temperley, has made a bid for 150k to the IID economic fund to provide ICT systems to improve access, offer internet

money management, provide access points in rural shops and post offices (linked to our recent work on post office closures).
b) Sustainability issues:
i) CSN – if funded from LPSA2 to 10/11 steps need to be taken to assimilate this service into mainstream commissioning. CYPS happy to engage in this discussion but need the LPSA2 reward allocation in order to proceed. 
ii) Older People - does ACS need to be part of that debate?  How should such costs be met in future, especially beyond reward grant phase of this LAA?
iii) To be sustainable the CUs need to have £2m out on loan, generating enough interest to drive growth.  At present there is about £350,000 on loan with the potential of about £570,000 if all deposits were utilised. There is a need for “gifted” loan capital or underwriting to the value of about £500,000. 
iv) SW£ provides a key interface between residents and the CUs and other partners.  Currently it is restricted to seeing 2,800 customers per annum and needs ideally to grow to seeing about 7,000.  To achieve this would require 7 more outreach workers at a cost of £220.5k per annum.
v) Wider sustainability needs to be achieved by finding efficiencies and synergies in the partnership system.

8. Conclusion

A great deal has been achieved and the impact on lives, on the economy and on our reputation is significant.  As we move forward there is scope for developing the work, bringing it more into the mainstream and integrating it with a wide range of service imperatives.
The resources table above outlines the investment that is needed at this point in time but it is only a partial picture.  We are investing across a range of other functions and services, as are our partners.  This paper has not addressed, except in passing, the potential to realign a number of key processes and contracting arrangements. The potential of LGR to provide a catalyst for a dramatic renewal of our approach is clear – bringing together investment in services such as the CABx, the LAA 15a programme, integrating revenue and benefit collection and developing a more unified anti-poverty strategy within a new economic regeneration approach. 

I am confident that we will hit our LAA targets but the prize is much greater.  We have just embarked on a process of inviting 10 other LAA workstreams to join with LAA15a to seek new ways of integrating economic inclusion work with their primary objectives and, as we negotiate, it is inevitable that new opportunities will be revealed.  To give but one example, the Probation Service spends a great deal on supporting prisoners on release with accommodation grants – but these are not always effectively used – so we will be exploring whether the Community Banking Partnership could offer a more robust service – recycling existing spend to greater effect.

The Executive has proposed that there be a step change in our approach to economic inclusion.  I believe that we can achieve that objective if we give careful thought to how we proceed from here.  
Ian Hobbs

November 2008

Appendix 1 – CBP Targets and Actuals for the LAA
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				People target and performance

		Month		6		12		18		24		30		36

		Target		592		1384		2224		3064		3775		4572

		Actual		729		1703		2812		4161		5441		6929		nb est from sept 07
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