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Report Template for Senior Management Meetings/CMT

Meeting title Corporate Management Team

Meeting date 22 June 2016

Report title Edge of Care Social Impact Bond

Report author Simon McKenzie, Service Manager, Children & Families J
1 INTRODUCTION

Southampton has seen a significant increase in the numbers of children coming into
care, rising to a high of 637 in the Summer of 2015. This is significantly higher than
would be anticipated for a City of Southampton'’s size and demographics.
Management actions were taken at the time and this has resulted in a drop in
numbers however the number has hovered at around 600 since the beginning of
2016.

A decision was made to investigate the potential for developing a service to provide
a rapid and intensive service to prevent children and young people coming into care
and a successful bid for a development grant was made to the Big Lottery to
investigate the options in particular in relation to applying for a Social Impact Bond.

Following a tendering process a consultancy company, ATQ, was appointed and
have worked with the Children & Families Service over the last 5 months
undertaking a feasibility study.

This has now been completed and the view is that the introduction of a service to
prevent children coming into Local Authority care is both financial viable and in the
best interests of the child.

4 RECOMMENDATIONS

Corporate Management Team agree to:

e A bid to the Big Lottery for part funding of outcome payments linked to a
Social Impact Bond approach

e The subsequent development of an Edge of Care service using a Social
Impact Bond approach

3 DETAIL
Background

As part of The Big Lottery funding can be secured for projects to improve service
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provision. Both Essex and Greater Manchester have been successful with bids for
Edge of Care services using a Social Impact Bond approach. The Big Lottery acts
as a co-commissioner with Southampton as part of Social Impact Bond approach
and provides funding of up to 15% of the total cost.

A Social Impact Bond involves an Investor providing funding to a provider for the
service with payments by the Local Authority being made when successful. In our
case the Local Authority will using a payment by results approach paying the
Investor monies when a child they are working with is either prevented from coming
into care or returns home from care.

This approach has the advantage for Southampton City Council in that only when
savings are made does the Local Authority provide any funding. The Investor
normally receives around 6-8% return on their investment and the provider is
funded to provide the service. Due to the need for all parties to benefit the service is
more driven and robust as a business project.

The most risk financially to the Local Authority is funding the Edge of Care service
for children and young people who would not have come into care or would have
returned irrespective. Thus the decision as to whether a child is suitable for the
programme is critical and highlighted within the report. With the right systems and
senior management overview this can minimised.

4 PROPOSALS

The proposal is to initially bid for funding from the Big Lottery. As indicated they are
willing to support programmes by providing up to 15% of the cost. A detailed
financial analysis is included within the Feasibility Study in Appendix A. This bid
needs to be made by July 23" 2016.

If successful and concurrently with the Bid we will be engaging further with
Investors to ascertain their interest. Initial discussions would suggest that as this
approach for an Edge of Care service has been used before that this will not be an
issue.

We will also need to engage further with potential providers so they are aware that
we will be going out to tender for the service following the Council’s procurement
process. Again initial feedback is positive.

The procurement phase will provide the opportunity to refine the terms and
conditions and requirements informed by guidance from the Corporate
Management Team, Transformation Team, ICU and Procurement Team.

It is anticipated that the Edge of Care Service would be in place in the first few
months of 2017.
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RESOURCES/JOINT COMMISSIONING IMPLICATIONS

In order to contract the service there is the need for involvement from both ICU and
the Procurement Team. Monitoring the contract and ensuring its effective operation
will be required. £58,000 per annum is allocated to ensure this is achieved, this is
likely to part fund a manager with Children & Families Service and ICU.

The Feasibility Study identifies potential savings and is dependent on the success
of the provider in preventing and ensuring children move out of care. Following
close scrutiny to ensure a realistic cost saving is identified it is anticipated savings
are likely to be in the region of £2.6 million to £5.3 million over a period of seven
years. The base figure of £4 million is considered the most likely outcome based on
a 50% success rate. Section 5.2.8 of the Feasibility Study details financial
assumptions.

IMPACT ON OUTCOMES

The reduction in the numbers of children in care will have a significant financial
benefit directly through the reduction of care placement costs but also in terms of
the knock impact e.g. 20 less children open to Children & Families reduces the
need for one social worker and all associated costs.

As importantly it will have the impact of increasing the life chances of children in
Southampton with strong evidence that children at home are more likely to achieve
academically and find employment.

The input from the provider will ensure that families are more functional increasing
the quality of life for children and their families as well as breaking the cycle of
children coming into care on a generational basis. Potential benefits such as
reduction in crime, increase school attendance and reduction in domestic abuse are
all likely to be achieved.

Contact Details

Simon McKenzie

Email: Simon.mckenzie@southamton.gov.uk
Telephone: 02380 834501
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