Quality Relationships Delivering Quality Outcomes

The Preferred Supplier Scheme:

A Consultation Paper Briefing

Our focus on ensuring quality services and value for money has been absolutely right but we recognise that the emphasis on checking and auditing has concentrated our limited resources on those with whom we have quality and cost concerns, rather than on the firms and agencies providing a good quality, value for money service.

Our proposals are simple: we want to focus on the providers we know we can trust and to forge a new, more mutually beneficial relationship with them.

From providers, we will expect consistently good quality advice to clients that offers the taxpayer value for money.

In return, we will provide ‘Preferred Suppliers’ with greater autonomy, simpler processes and lower transaction costs.

Sir Michael Bichard, Chair, Legal Services Commission

Introduction

The consultation paper is primarily about the business relationship between the Legal Services Commission (LSC) and frontline providers of legal advice services: solicitors firms and advice agencies. It should be read in the context of other current reforms and initiatives, especially the Carter review on legal aid procurement
.

The proposals are intended to underpin the three phases of reform proposed in Lord Carter’s Interim Report on the Procurement of Criminal Defence Services
 (Carter’s report on Community Legal Service is likely to be along similar lines and is expected shortly):

· Fixed pricing for defence services where it does not already exist and rebalancing inequalities in current fixed price schemes;

· Promoting a managed market by guaranteeing access to volume for those preferred suppliers with sufficient capacity and quality, and providing support services to aid transition; and

· Introducing managed competition where a healthy market has developed based on quality, volume and price so that the most efficient, good quality providers can grow and thrive.

Through these proposals, the Commission aim to be working exclusively with legal aid service providers who meet the Preferred Supplier standard by the point at which Lord Carter’s proposals are fully implemented, and by 2009 at the latest.

A new relationship

The Commission state that they want to work in partnership with legal services providers to deliver a common goal, namely, access for clients to good quality, value for money legal services. It is acknowledged that the current relationship is not functioning as effectively as it could be. A key objective is to move away from a system with relatively low up-front entry criteria but relies heavily on intrusive checking and auditing. Essentially, to move away from a system that is set up to address problems caused by legal service providers who are not delivering good services.

Instead, the Commission want light-touch management and control as long as performance is strong, with sanctions only where identified problems have not been resolved. Thus, they say that they want the LSC to provide:

· simpler processes

· greater devolution of decision-making

· lower transaction costs

· more constructive and risk-based performance management

· improved customer service

· better and clearer information to facilitate service delivery and planning

· partnership working which is open, innovative and responsive.
In return, the LSC state that they need from legal service providers:

· consistently good quality and value for money services, which meet the needs of legally aided clients
· compliance with the rules and guidance governing the provision of services

· accuracy in the management and other information required by the Commission

· the ownership and effective management of the systems necessary to deliver these requirements

· an ability to work with the Commission through e-business

· partnership working which is open, innovative and responsive.
The proposals have arisen from the Preferred Supplier pilot, which began in 2004 with 24 solicitors’ firms and one not for profit agency across five LSC regions. An evaluation
 of this scheme produced findings that demonstrated positive outcomes for both the LSC and providers (although it has to be remarked upon that the Specialist Support Service was similarly subject to a very positive evaluation following a pilot scheme, before contract terminations being issued part way through a national roll-out of the service).

Key features and benefits

Initial requirements

In order to be awarded contracts and thus Preferred Supplier status, agencies applying must be able to demonstrate that they meet the following criteria:

· good history of compliance with existing legal aid requirements such as contract compliance, cost control, Specialist Quality Mark (SQM) compliance, etc;

· value for money, based on procurement regime established following Carter Review;

· soundly financed and sustainable business;

· good quality of legal advice as measured by Peer Review and File Assessment.

Once awarded, the Preferred Supplier quality standard will cover all legal aid work delivered by an agency. Monitoring will be through a light touch, though rigorous process, as set out below. Peer Review will be necessary at least every 3 years, although can be more frequent if there are concerns over quality.

Contracting with agencies

Preferred Supplier status, and therefore contracts, will only be awarded to individual organisations, not offices. This can include consortia or lead supplier models. It is expected that a greater use of commissioning of services will occur, through which specific legal services to client groups in specific geographical areas will be sought. Subject to further developments, there will be no restrictions on the number or location of offices, provided that common corporate governance and consistent quality management can be demonstrated across all offices.

Internal management systems

Preferred Suppliers will need to have in place key internal systems and controls that ensure the delivery of quality, value for money services to clients. The establishment and maintenance of management systems and procedures to achieve this will lie with the Preferred Supplier. LSC Relationship Managers will discuss these systems with providers to ensure their suitability, and to ensure that they operate in all seven quality areas of the current SQM.

Particular attention will be paid to providers’ arrangements for ensuring effective supervision, individual competence and file management, and internal quality control through file review.

The current SQM will be maintained for three main purposes:

· it will continue to be used and applied for non-Preferred Suppliers until the stage is reached whereby the LSC only work with Preferred Suppliers;

· it will be used as a standard against which the LSC will judge the extent to which new and existing providers have in place management systems and procedures to ensure quality and value for money services;

· as best practice guidance for Preferred Suppliers.

When the position is reached that all providers meet the Preferred Supplier status, the SQM will no longer be awarded – instead, there will be one standard, that of Preferred Supplier. At this stage, agencies will be able to decide whether to continue to comply with the SQM requirements, or whether to replace them with their own processes and procedures.

Relationship Management

The lead responsibility for relationship management between Preferred Suppliers and the LSC will rest with a Relationship Manager based in the appropriate regional office. The Relationship Manager will be responsible for contract management of all publicly funded work with that provider. They will act as a single point of contact in communicating the LSC’s plans and priorities to enable providers to plan and develop appropriate services.

The Commission want this to be an open and honest relationship to achieve the following points:

· work together to identify opportunities to develop and deliver services that meet clients’ needs whilst achieving economies of scale and reduced transaction costs;

· monitor Preferred Supplier performance and identify and agree any action needed to improve performance;

· work with the provider to identify operating efficiencies and best practice to improve the efficiency and reduce the transaction costs of both Preferred Suppliers and the Commission;

· communicate and advise on changes in the legal aid system and help providers implement the necessary changes;

· establish a more effective dialogue on the development of publicly funded services and facilitate Preferred Supplier involvement in these discussions;

· help providers to identify opportunities to develop their business in the provision of publicly funded services;

· help Preferred Suppliers to monitor their own systems, processes and outputs to ensure sustained quality and value for money;

· support other LSC units to ensure that all parts of the Commission deliver excellent customer service to legal service providers.
The Commission state they want to change relationships from inspections and audits to collaboration and partnership.

Devolved powers to providers

Preferred Suppliers will be able to exercise a greater range of devolved decision making, as well as benefiting from much quicker decision making by the LSC on non-devolved decisions. This includes issues such as when legally aided advice can be provided, when cases may be taken for individuals, and when, or whether, cases should be continued or specific steps taken.

An incremental approach will be taken to devolving additional powers once a provider demonstrates that it is able to manage existing powers competently. However, if a provider exercises powers inappropriately and does not take required corrective action, the LSC will apply a range of measures including requiring the provider to bear the financial consequences of the inappropriate decision, reducing or removing devolved powers, or terminating a contract where there is evidence of systematic misuse.

Simplified billing and claiming

Preferred Suppliers will be subject to more simplified billing and claiming procedures. The object is to reduce the administrative burden and transaction costs. Success will depend on all Preferred Suppliers taking responsibility for ensuring accuracy and compliance with the relevant rules.

Fixed fee systems, as proposed by Lord Carter for the Criminal Defence Service, are believed to be able to support his findings on civil legal aid. Exceptionally some work may, however, still be paid through different mechanisms which will be tightly managed, although the LSC state that they will work with providers to make such systems as simple as possible. 

Additionally, the payment process will be simplified for the great majority of claims. This will be managed internally using non-intrusive monitoring systems, and control exercised through the relationship between the Relationship Manager and the Preferred Supplier.

Monitoring performance

The primary responsibility for managing and maintaining the quality of advice and compliance with contractual arrangements will lie with the Preferred Suppliers. The LSC will be required to discharge its responsibilities as a public authority to be accountable and ensure propriety of legal aid expenditure, quality of advice to clients and value for money. They aim to discharge these functions with as little intervention as is consistent with meeting these obligations, and with the simplest processes and the lowest transaction costs, on both sides, as feasible.

In measuring quality and value for money, they will use File Assessment procedures to ensure compliance with the contract and Funding Code, especially case outcomes and case type. In civil non-family cases, they will look at success rates as part of the case outcomes, including looking at issues such as appropriate use of alternative dispute resolution.

Any further monitoring activity will be determined by the results and findings of File Assessment. Results will be discussed and performance improvement measures put in place – if more serious issues arise, Peer Review or Contract Compliance Audit may be undertaken. Changes to personnel or other evidence to suggest decline in a provider’s performance could also prompt action.

Relationship Managers will produce an annual Supplier Performance Evaluation, summarising key findings arising out of the managed relationship and from data reviewed in the 12 previous months, identifying positive trends and concerns. This will be both a historical review and a starting point for planning performance management with the provider for the coming year.

E-business

The LSC want all Preferred Suppliers to operate and report work conducted under their contract electronically. All contract holders will use current electronic facilities and commit to using more comprehensive e-business systems that will be implemented over the next few years.

All Preferred Suppliers will need to operate a case management system that enables them to collect data on the type and value of work undertaken. The LSC will not specify the system, but will specify the data they need and require it to be transmitted electronically. Access to case files for monitoring purposes may also be requested electronically.

Implementation of the new structures and relationships

The Commission are proposing a structured and progressive implementation of the Preferred Supplier strategy, over three rounds, with all suppliers having Preferred Supplier status no later than 2009. 

Initially, a level 3 Peer Review will be accepted as the minimum standard, but in due course, all suppliers will be expected to be Peer Reviewed at levels 1 or 2 only.

The Commission will be starting Peer Reviews immediately and hope to progress as quickly as possible to ensure that the maximum number of firms have been reviewed before the first wave of contracts are awarded. All firms awarded contracts will be Peer Reviewed at level 3 or higher. 

There will be three stages to the application process for becoming a Preferred Supplier:

1. basic eligibility criteria, based on historical performance

2. financial assessment of organisations

3. quality of advice delivered

1. Basic eligibility criteria – this will consider the following areas:

· Contract management 1 – performance targets, of 95% performance against contract for last 3 years;

· Contract management 2 – no contract termination notice been issued;

· Cost management/value for money – exact details depend on  Carter Review;

· Quality assurance – SQM in place;

· History – no adverse findings on audit in last 3 years;

· E-business capability – using SPAN and able to implement electronic reporting systems in future;

· Other criteria for some categories of law such as immigration and family.

2. Financial assessment, looking at whether the agency is a soundly financed, sustainable organisation – must be able to supply:

· Full final accounts across last 3 years;

· Comply with Charity Commission requirements and/or network requirements;

· Current annual budget and performance update against it;

· Current cash flow forecast;

· Working capital analysis;

· Current business plan;

· Borrowing commitments;

· Details of other sources of funding, including amounts of annual funding streams.

3. Quality of advice – suppliers working to contracts in excess of 1,100 hours will be subject to Peer Review, others will have a File Assessment, with all receiving a financial assessment re: cost per case.

Peer Review

Peer Review is an independent assessment of the quality of advice and legal work of an organisation. An experienced practitioner (who has had their own work Peer Reviewed and rated at level 1 or 2) carries out the Peer Review. Reviewers are trained and managed by the Institute of Advanced Legal Studies, which monitors consistency. 

Peer Reviewers examine a minimum of 15 randomly selected closed files, producing a report with a rating from 1 to 5
. Eventually, a rating of 1 or 2 will be required for confirmed Preferred Supplier status. Presently, a rating of 3 equates to the minimum standard in the current contract and will be the minimum required in the initial stages of transition to Preferred Supplier status. A rating of 4 or 5 identifies that the organisation is not meeting the current contract minimum requirement, and providers rated at this level need to improve, or contracts will be terminated.

Peer Review ratings are valid for up to three years providing there is no information to indicate an adverse change in performance (through monitoring of Quality Profiles or from File Assessment) or any significant change in personnel. 

Quality Profiles

The Quality Profile of a particular provider gives an indication of their performance on key category specific criteria set against the picture of performance for all providers nationally. It is also a mechanism to identify changes and trends in a provider’s behaviour or performance. It uses data supplied by the provider, or collected and held by the Commission. 

Data of particular significance is case matter type and end code i.e. the type of case and the result on completion. This covers the vast majority of crime and civil cases and should be non-intrusive for providers (i.e. it can be monitored remotely). The LSC will monitor the profile and attempt to understand the underlying causes of any significant changes, in conjunction with the firm or organisation. If concerns are not resolved, a File Assessment or a Peer Review may be undertaken.
File Assessment

File Assessment is a process to monitor or assess a number of key performance criteria using closed case files. The criteria are:

· contract compliance

· value for money

· data integrity

· quality of advice.

To undertake this process, a number of closed files from each provider are randomly selected and assessed. The aim is to do this alongside the proposed monitoring arrangements for sample bill assessment as many of the requirements can be completed in a selection of the same files as those sent to us for bill assessment purposes. Monitoring would therefore be a continuous process throughout the year.
Responding to consultation

The consultation paper contains a number of questions in relation to the proposals (p.27 of paper). For a pdf copy of the consultation paper and questions, see Quality Relationships Delivering Quality Outcomes
It is requested all responses to be sent in by 12 June 2006 at latest.

Email – preferred.supplier@legalservices.gov.uk 

� For more information on this review, see the website at � HYPERLINK "http://www.legalaidprocurementreview.gov.uk/index.htm" ��http://www.legalaidprocurementreview.gov.uk/index.htm� 


� Available in pdf format at � HYPERLINK "http://www.legalaidprocurementreview.gov.uk/docs/carter_review.pdf" ��http://www.legalaidprocurementreview.gov.uk/docs/carter_review.pdf� 


� For a pdf copy of the summary of findings from this evaluation, see � HYPERLINK "http://www.legalservices.gov.uk/docs/main/Preferred_Supplier_Pilot_Evaluation_Summary_Findings.pdf" ��http://www.legalservices.gov.uk/docs/main/Preferred_Supplier_Pilot_Evaluation_Summary_Findings.pdf� 


� Peer Reviews are scored as follows: Excellence (1); Competence Plus (2); Threshold Competence (3); Below Competence (4); and Failure in Performance (5)





