[image: ]


BRIEFING NOTE


Finance 

The changes proposed in the consultation do not in themselves deliver large financial savings, but they create a more sustainable clinical model that avoids significant cost increases in future. Our largest financial saving is planned to be through seamless and integrated pathways for patients – removing waste, duplication and ensuring patients get the right service, in the right place, at the right time – reducing inappropriate use of unsustainable resources. As a result of this approach, we foresee less need for our resources to be used for fixed building costs but more available for frontline care and we have profiled the above to take place over five years allowing time for safe and effective transition.

In west, north and east Cumbria the local NHS organisations are currently spending well beyond their means. In the financial year 2015/16 they had a combined overspend of around £71m on a total funding allocation of around £430m for the area (i.e. more than 15%). If we do nothing, this overspend is projected to rise to £163m a year by 2020. There are a number of reasons for this:

· The 2015/16 deficit was offset by a number of “one-off” savings that, by definition, are not going to happen again.

· Over the next few years it is expected that demand for healthcare locally will rise by around 2% per year. This will use the planned growth in local funding allocated by the government during this period.

· There will be additional costs relating to improvement of clinical standards (especially addressing paediatrics and maternity) and the introduction of more seven-day services.

· The anticipated growth in the costs of staff and consumables required to provide health care (both through inflation and the cost of new advances in health care).

We have therefore developed a plan to bring the system back into balance through a number of measures as shown in Figure 1.

Figure 1: Savings by source



These measures are described in the following paragraphs. It is again important to note that a significant part of the challenge is generated by the projected growth in costs owing to the demand for care. By introducing new ways of working it is expected that the health needs of the population can be addressed with similar numbers of staff to those currently working in the system. Figure 2 below shows how the challenges and proposed solutions are projected across the next five years.

Figure 2: Phasing of the financial challenge
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Hence, our analysis shows that the likely number of NHS staff (expressed as whole time equivalents) projected to be working across west, north and east Cumbria of just over 6,000 is not significantly different to the numbers today. However, in developing clear plans for the health services in west, north and east Cumbria and the subsequent staffing requirements, it is forecast that more staff can be recruited permanently rather than employed on a temporary basis from agencies, thus significantly reducing the current levels of premium costs associated with employing temporary staff. 

1. Efficiencies (including specific mitigations): £85m

Efficiencies are savings that can be generated by doing the same things as we do now at a lower cost. Our work identified efficiency opportunities over the next five years of c. £78m for across North Cumbria University Hospitals NHS Trust (NCUHT), Cumbria Partnership NHS Foundation Trust (CPFT) and NHS Cumbria Clinical Commissioning Group (CCCG) (apportioned for the WNE Cumbria area of CPFT and the CCCG). This was based on benchmarking information and the collective view of finance directors in the system. 

This comprises:

Provider efficiencies of c. £56.6m.

CCG efficiencies of c. £17.3m including the benefit from efficiencies for west, north and east Cumbria residents using services not provided locally.

Shared organisational arrangements and other specific work with other NHS providers outside Cumbria of c. £10m through the “Carter programme”.

Added to this is an overall reduction in estate related costs of around £1m per year generated by the proposed £20m investment for phase two of West Cumberland Hospital that significantly addresses the issue of backlog maintenance at the site.

A range of schemes have been identified to understand the achievability of these top-down estimates. These underpin the efficiencies related to the individual organisations, less the shared organisations’ arrangements proportion. On this basis, the top-down efficiency ask has been identified at the organisational level and these are considered below.

NHS Cumbria Clinical Commissioning Group

[bookmark: _Ref457303208]For NHS Cumbria CCG savings identified in Figure 3 relate to non-activity reducing schemes to avoid either any duplication with the out-of-hospital activity reductions in the main clinical strategy or any shift of financial challenge between commissioner and provider within Cumbria. The savings are focussed on areas such as mitigating significant cost growth, for example, in prescribing costs. In addition, there are savings related to providers outside Cumbria, thereby reducing the cost of these to Cumbria commissioners. 

Figure 3: CCCG (west, north and east) efficiencies

	CCCG (WNE) 2020/21 reduction
	Savings (£m)

	Running cost reductions
	£0.6

	Planned disinvestments & funding
	£2.8

	Continuing health care reduced growth
	£1.2

	Prescribing
	£4.6

	High cost drugs
	£1.2

	Pain management
	£0.4

	Impact of out-of-hospital schemes on ambulance activity
	£0.8

	Reduction in GP out-of-hours as a result of 7-day GP working
	£0.4

	Out-of-area benefit
	£5.4

	Total
	£17.4


Source: CCCG efficiency plan

Provider efficiency

Provider efficiencies are presented in Figure 4 and Figure 5 for NCUHT and CPFT respectively. These relate to the same clinical model but at a lower cost. 

[bookmark: _Ref457306533]For NCUHT, baseline budget reductions and 2016/17 Business Unit Cost Improvement Plans (CIPs) are being delivered and would be realised in 2018/19, accounting for c. 62% of the overall plan. The remaining benefits are planned to be realised through efficiency programmes around procurement, staffing and site rationalisation.
[bookmark: _Ref457557270]
Figure 4: NCUHT efficiencies (of which 99% cover west, north and east Cumbria)

	NCUHT 2020/21 reduction
	Savings (£m)

	Baseline budget reductions – delivery in progress
	£10.7

	2016/17 CIP (business units) – delivery in progress
	£16.3

	Staff resource programme
	£5.9

	Procurement efficiency
	£4.5

	Cumberland Infirmary in Carlisle - rates/availability payment/hard and soft facilities management
	£4.0

	West Cumberland Hospital - site rationalisation
	£0.4

	Business unit efficiency programme
	£1.6

	Total
	£43.4


Source: NCUHT CIP plan

For CPFT, c. 28% of the savings identified are in 2016/17, with the remaining savings then split fairly equally across the remaining four years. This represents a greater frontloading of savings compared to the Pre-Consultation Business Case.

Figure 5: CPFT efficiencies (assumed 67% of overall total relates to west, north and east Cumbria)

	CPFT 2020/21 reduction
	Savings, £m

	2016/17 Children’s and families efficiency schemes
	£0.1

	2016/17 Community efficiency schemes
	£0.6

	2016/17 Mental health efficiency schemes
	£0.5

	2016/17 Specialist services efficiency schemes.
	£0.2

	2016/17 Operational management
	£0.0

	2016/17 Support services efficiency schemes
	£0.8

	Contingency schemes
	£2.7

	Care group routine efficiency programmes
	£3.6

	Support services routine efficiency programmes
	£1.3

	Turnaround/transfer of loss-making services
	£0.7

	Core EPR efficiency benefits & programme decommissioning
	£0.5

	Core agile working efficiency benefits
	£0.1

	Procurement efficiencies delivered via shared purchasing
	£0.4

	Workforce reshaping as ICCs are implemented
	£1.0

	Reduced overtime and agency usage
	£0.3

	Targeted estates costs reductions programme (including impact of valuation changes)
	£0.9

	Trust wide waste reduction programme
	£0.3

	Total
	£13.9


Source: CPFT CIP plan

Further work will now be required to develop these plans in more detail over the coming months through the normal NHS planning process.


2. Out-of-hospital working

A significant part of the planned savings relate to the anticipated changes in costs generated from introducing new ways of working outside of the hospital sector. We have estimated that a saving of around £42m could be realised through this approach, of which the most significant (£23m) is through the development of Integrated Care Communities (ICCs), as illustrated in Figure 6 below. The “unlocked efficiencies” relate to hospital costs that can only be reduced when services move out into the community to an extent that further costs can be reduced, both in terms of overheads and premium staff costs. 

[bookmark: _Ref457232760]Figure 6: Savings from new ways of working

[image: ]


The services that could be provided through ICCs have been identified as follows in Figure 7.

[bookmark: _GoBack]Figure 7: Services to be offered by ICCs

	Service
	Population subgroup impacted

	Early diagnosis
	Cancer, long-term conditions

	Self-management
	Long-term conditions

	Use of assistive technology
	Frail elderly, long-term conditions, good health adults

	Remote access to a healthcare professional
	All (excluding maternity)

	Single point of contact
	All (excluding maternity)

	Rapid response team
	Frail elderly, long-term conditions, dementia, mental health

	Early supported discharge
	Frail elderly, long-term conditions, mental health, dementia, cancer, good health adults

	Case management
	Frail elderly, long-term conditions, dementia

	Step-change in dementia provision
	Dementia

	End of life care
	End of life

	Frailty unit*
	Frail elderly

	Paediatric short stay assessment unit*
	Children and young people

	
	


*Note that these services would be co-located at the acute site rather than provided by the local ICC.

Although these services are separated out in Figure 6, operationally these would represent the core functions of the ICC provided by a single workforce model. The services to be provided range from proactive prevention through to end of life care and would be targeted at specific subgroups of the population. By providing these services through the ICCs it is estimated the hospital costs would be reduced as a direct result by around £39m, with around £16m being reinvested to provide the necessary staff and resources in the ICCs (i.e. a £23m net benefit).

3.  Services Changes Subject to Consultation

The final assessment of savings generated subject to consultation equates to £2.1m in total being £1.2m from acute hospital consolidation and £0.9m from community services.  The overall cost reduction equates to just over 1% of the overall financial challenge and less than 0.5% of the current CCG funding allocation for WNE Cumbria.

4. New funding

NHS England has indicated that potentially a further £25m will be allocated to west, north and east Cumbria to support sustainability and transformation in 2020/21. The current assessment is that around £6.7m of this funding will be required to cover the costs of services outside the financial modelling undertaken (e.g. improving access and transformation of GP services, further developments in cancer and mental health services, etc.) with the balance of £18.3m  available to address challenges in the plans. We have therefore included the benefit of this income in our recovery profile.

5. Closing the residual gap in 2020/21

After taking all the previous issues into account, there remains a residual gap in 2020/21 of around £15m (9%) that could be reduced through a number of potential measures currently being developed, such as:

Greater clinical efficiencies including increased bed utilisation and delivering care closer to home.

Realising the benefits from information management and technology investment.

Benefits of improved population health, including decommissioning procedures of limited value.

Additional decommissioning of loss making services locally.

Further work is being undertaken to develop these and identify other opportunities during the consultation period to meet the commitment to achieve ongoing financial balance by 2021.
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