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NHS Brent

The Future of NHS Brent Provider Services 
1.
Context
The September Board received a paper setting out the policy context for the development of provider services as separate entities and the results of the PUK study on the 31 service lines that make up NHS Brent provider services.  This paper reports on the consultation that has been going on, both inside and outside the organisation about the options for the future management form for provider services and sets out a recommended way forward.

The 2009-10 operating framework is about to be published by the Department of Health.  It is expected to set out revised expectations on PCTs in creating autonomous provider organisations (APOs) from their directly provided services.  An autonomous provider organisation is one that can operate independently from its PCT, while still being hosted by the organisation.  The details in the operating plan are awaited but it is expected that a higher standard of separation will be set out than NHS London’s current policy.  

An APO would be expected to have distinct and dedicated corporate functions (finance, HR, information, clinical leadership) a separate balance sheet, and a distinct governance structure under a sub-committee of the main Board.  APO status is seen as a holding position until full externalisation is achieved, that is until provider services and staff move from the employment of the commissioning PCT, into another organisation.  The PCT then becomes a wholly commissioning organisation.  NHS London expects APOs to be created from April 2009, with externalisation to follow thereafter. 
The benefits of the APO/externalisation path are:

· enables PCTs to focus on their core function of being world class commissioning organisations;
· gives provider services autonomy to develop as organisations focussed on improving primary and community care services for the benefit of patients;
· enables the development of a transparent and contestable market for community services so as to drive up standards;
· removes the conflict of interest inherent in the current PCT CEO role.
NHS Brent wishes to develop as a commissioning organisation as rapidly and successfully as possible, but this does not mean that community services are not important to it.  High quality and efficient community services are a prerequisite to shifting care closer to home, and enabling primary care to play its full role.  Ultimately NHS Brent will influence community services as a commissioner rather than as a provider of services, but while it has responsibility for the provision of services it is important they are developed and improved.
2.
Size and Scope of Brent Provider Services

The PUK report identified the 31 services lines, employing about 500 wte staff, with a £40m budget that comprise Brent provider services.  In the short term some of these services are likely to be transferred to other providers, either because they are not viable in their current form, or provider services have given notice they do not wish to provide them, or there are strong service integration reasons.  After these reductions the budget for community services is likely to be about £35m, but, as services transfer from other settings into the community, there is significant scope for the expansion of community services if they are efficient and competitive, and if they have the business management capability to attract custom in a market that will be increasingly competitive.  
3.
Options for APO/Externalisation
A consultation on the future management of provider services has taken place over the last six weeks.  Five options were identified for consideration.  
Option 1: Brent APO
Under this option the services existing following any transfers would form an APO based on their current borough configuration.  NHS Brent would be formally split into provider and commissioner sides, including corporate functions.  This option does not achieve the objective of creating a wholly commissioning PCT.
Option 2:  3/4 Borough APO
NHS Brent joined with Harrow, Ealing and Hillingdon PCTs in a project to explore the viability of a larger APO.  Hillingdon has subsequently decided to form a borough based APO at this stage.  Brent’s proposal of an APO created under the business transfer model (that is the APO would be hosted by one the PCTs concerned, with the staff of the other PCTs transferring to a new employer under TUPE arrangements) is not favoured by all of the other PCTs at this stage.  The model that has emerged is a management alliance where there is a single management team across the boroughs, but employment remains with the existing PCTs.  
Option 3: Transfer to Large Adjacent Provider Service
Under this option community services would be transferred to another nearby provider service with greater capacity to manage a large community APO.
Under option 3 Brent provider staff would transfer to a new employing organisation under current terms and conditions.  NHS Brent would solely act as a commissioner of services, and would influence the delivery of community services through that route.
Option 4: Externalise Community Services as a Going Concern Through a Competitive Partnering Process
Under this option provider services would move directly to externalisation (employed by another body) through a process of finding a new partner through an open process to identify interested parties wishing to submit proposals to take over community services as a whole.

This would work by issuing a relatively brief description of community services (based on the PUK work) and inviting interested organisations to submit proposals to take services over.  The competitive process would aim to interest a wide number of organisations at first, and then reduce the number and choose an eventual partner by picking the best proposal against agreed criteria.  This process would be iterative and is known as competitive dialogue.

Proposals could come from a wide range of organisations including other PCTs, Foundation Trusts, local government and the third and independent sector.

Whichever organisation was chosen, TUPE rules would apply, and it would be important to delineate which corporate staff were in and out of the process.

Provider staff and wider stakeholder involvement and confidence in this process would be key to making it a success.  The aim would be to find the partner who could best manage the delivery of excellent and responsive community services.

There may be a sub-option involving the transfer of community services to more than one partner if, for example, a group of services sat better with one organisation rather than another.
Option 5: Externalise Community Services by transfer to a preferred provider
Under this option community services would be transferred to another organisation by agreement (e.g. an acute trust or local government).  This option would probably breach NHS competition rules and would risk referral to the NHS competition panel.

Options not Considered

The Next Steps Review said:

“We will also encourage and enable [community] staff to set up social enterprises by introducing a staff ‘right to request’ to set up social enterprises to deliver services. PCTs will be obliged to consider such requests, and if the PCT board approves the business case, support the development of the social enterprise and award it a contract to provide services for an initial period of up to three years.”
Staff have not expressed interest in a social enterprise at this stage, so it has not been included as an option here although that does not preclude it being considered at a further stage.

Consistency of these options with NHS Competition Policy
Commissioners are meant to act in fair and transparent ways, which do not give preference to any participant in the market.  While option 4 entails a transparent and competitive process, it could be argued that options 2 and 3 transfer a monopoly business to an existing NHS provider without a competitive process.  On the other hand it could be argued that the business transfer in simply maintaining the status quo; the same staff, providing the same service under the same terms and conditions with simply a change of management.  Option 5 is most likely in breach of competition rules as it would hand significant business to an existing player in the market.  
Except where specifically agreed to the contrary, a decision regarding provider futures will not preclude the PCT from undertaking planned systems reviews in the future which could include undertaking best value and procurement exercises on elements of the services commissioned. 

Estates Issues

Under any option a decision would need to be taken on ownership of assets and liabilities, particularly the large PFI at Willesden and our LIFT buildings.  Any external organisation asked to take on these responsibilities is likely to want considerable contractual reassurance.  These issues will be a factor under any option. 
4.
Criteria for Judging Options
Ultimately these changes are being made because patient interests need to be served better, through more responsive, accessible, sustainable and efficient community services.  As a proxy for patient interest the following criteria are suggested for assessing the options.

Criterion 1: Securing Viable Services
Defined as securing sufficient scale for viable infrastructure and resilience i.e: will the new body be able to attract general management, finance, clinical and information resources? Will it be resilient to potential loss of business?
`
Criterion 2: Quality and Responsiveness of services
Defined as likelihood of facilitating high quality services, and responsiveness to commissioner requirements. 
Criterion 3: Attractive to Staff
Good quality community staff are in short supply, and our provider arm already has difficulty recruiting key staff in some areas.  Any new provider organisation will need to create an attractive proposition for staff, and gain support from its employee base.
Criterion 4: Deliverability
Defined here as management effort and cost to achieve and likelihood of success within the defined timeline. 
Criterion 5: Clear Governance Arrangements

Any option must have governance and accountability arrangements which are at least as clear as those that apply currently.

5. The Consultation
A paper discussion these issues and asking for a response was circulated to:
· PEC 
· PBC Executive and Federation
· Brent Council
· Provider management team

· JSNC

· Provider Board

· Local NHS providers

· Patients’ Forum/LiNKS
In addition two open staff meetings were held, and managers within provider services held their own staff meetings.
Although each party to the consultation responded from their own perspective a number of themes emerged:

· A feeling that provider services had been neglected and had still not recovered from turnaround, and to bring them up to standard would require a significant amount of attention and resource.

· A need to establish a clear direction for provider services rather than allowing them to drift.

· A strong desire to maintain a strong Brent identity in any proposal that emerged.

· Recognition that linking with other boroughs would bring strength and resilience that was currently lacking.

The two options that emerged as favoured were 1 and 2.  3 was favoured by some respondents.  4 was not favoured at all as it was felt to create too much uncertainty and not felt to be practical.

More detail on responses is given as appendix 2.

6. Option Scoring

Following the consultation scores were assigned to the options by the EMT and endorsed by the provider sub-committee of the Board..
Option 4 scored fewest points.  This was an option that did not attract staff support and was not seen as deliverable because of the immaturity of the community care market.  It would also be technically complex and resource intensive.

Option 3 scored well on clarity of governance and securing viable services.  

Option 2 scored well on securing viable services and attractiveness to staff, but poorly on governance.  The reason for this is that under a management alliance the CEO of the host PCT remains the accountable officer even though services are operationally controlled by a chief operating officer reporting to a joint board sub-committee.  While this arrangement operates in some parts of London, Brent is a high risk area, and this arrangement could not be currently recommended to the Board.
Option 1, the creation of a Brent APO, scored highest.  The scores reflect that a Brent APO would be within our direct control and would enable us (subject to securing the right resources, relationships and staff) to focus on addressing quality, safety and efficiency concerns in Brent community services and developing community services as a vehicle for transforming the local health system.  The other advantage of this option is that options 2 and 3 would require a lot of attention to management form diverting attention from concentrating on addressing the quality of services. 
There does however remain a question as to whether a borough based APO is viable in the long term and it is recommended that we continue to work with surrounding boroughs with a view that eventually may need to find a partner to secure the long term future of services.
In order to provide flexibility and control of estates it is recommended that the estates function be transferred to the directorate of primary and community care commissioning.

Preferred Option Risks

Creating a Brent APO will have a number of risks:

Attracting a Chief Operating Officer and Team

An APO is not viable without a strong team to manage it.  Recent experience is that good quality candidates are attracted to COO posts in north London PCTs, if the job is seen as viable and exciting.  Given the right support and marketing, a COO post in Brent is likely to attract appointable candidates.  We are currently out to advert for a finance lead which is likely to be higher risk.  Appointing the right COO will generate momentum which will make it easier to form a high quality team.
Project Resources to Create an APO

Any of the chosen options would have a resource requirement to implement it.  Establishing an APO will have a one off and recurring cost to create the right systems and processes.  Initial estimates have been made of the cost but these will need to be further refined via the development of a detailed plan.

Overall these risks are seen as manageable, and no higher or less than other options.
Scoring of Options

	
	Securing Viable Services
	Quality and Responsiveness of services
	Attractive to Staff
	Deliverability
	Clear Governance Arrangements
	Total Score

	1) Brent APO


	3
	4
	4
	4
	5
	20

	2) 3 Borough Alliance


	4
	3
	4
	3
	2
	16

	3) Transfer to other provider


	4
	3
	3
	3
	4
	17

	4) Competitive Partnering Process


	3
	3
	1
	1
	4
	12


Score 1-5 where 5 is fully met and 1 is not met.
7.
Recommendation and Next Steps
It is recommended to the Board:

1. that we develop Brent provider services as a borough based APO and that managers, under the supervision of the provider sub-committee develop a plan to progress this, identifying the resources required.

2. That as the expectations in the operating framework are made clear, we commission external support to achieve the required degree of separation.

3. That the estates management function transfer to the Director of Primary and Community Care Commissioning so as to maintain flexibility and control in the use of our estate.
4. That we immediately advertise for a chief operating officer for the Brent APO in order to give stability and a sense of long term commitment to provider services.

5. That we continue to work with surrounding boroughs with a view that eventually may need to find a partner to secure the long term future of services.

Mark Easton

Chief Executive

4 December 2008

Appendix A
Options in More Detail

	Option 1
	Brent APO

	What does this option mean in detail
	The PCT formally splits into its provider and commissioner side.  Each side would have its own corporate services.  Provider services would be managed by a Chief Operating Officer who would have dedicated HR, finance, communications, clinical leadership and corporate staff.  The executive team of provider arm would report to a sub committee of the Board which would be charged with both supervising operations and provider strategy.  The chief executive would remain the accountable officer.  The provider arm would have to respond to the commissioning intentions of the PCT and develop new business where it saw opportunities.

	How would this option be developed
	An APO development programme would have to be launched, including:

· investment in a new structure to give corporate independence
· creation of a separate identity “Brent Community Services” distinct from NHS Brent

· initiation of project to create two separate balance sheets
· development of SLAs to define the relationship with Brent PCT HQ

· resolution of estates ownership and management issues

	How would this option develop in the longer term
	APO is a transitional state until full externalisation.  Longer term the APO would probably need to develop formal merger proposals with another provider arm to gain the size needed to be a viable independent business, or it would need to develop as a social enterprise body.

	What are the risks and benefits
	Risks:
· could it recruit and retain the management staff required

· significant recurrent and one off investment would be required- probably more than would be required for a multi-borough body.
· does not address externalisation question and conflict of interest in CEO role

· life span limited 

Benefits:

· supported by staff

· keeps control within Brent PCT

· clear governance

· enables focus on driving up quality of services in Brent




	Option 2
	3/4 Borough APO Management Alliance

	What does this option mean in detail
	The PCTs create a single management team management team across the boroughs, but employment remains with the existing PCTs.  A chief operating officer would be appointed who would be in operational control of services, reporting to a joint board of the constituent PCTs.  Existing PCT chief executive remain accountable officers.

	How would this option be developed
	A programme would have to be launched to achieve separation, including:

· splitting corporate functions into their commissioner and provider parts to identify the staff and functions that would transfer management but not employment

· initiation of project to separate balance sheets

· resolution of estates ownership and management issues

	How would this option develop in the longer term
	A management alliance would possibly develop into a business transfer model eventually.  From there it would need to develop as a community Foundation Trust or social enterprise, or some other alternative. 

	What are the risks and benefits
	Risks:

· potential for unclear governance and accountability arrangements

· an interim option that does not achieve full separation

· some recurrent and one off investment would be required

Benefits:

· operational control of provider services would be more arms length

· potential to create strong and large provider unit 




	Option 3
	Transfer to Large Adjacent Community Provider

	What does this option mean in detail
	There are three large community providers adjacent to Brent: Barnet, Camden and Ealing.  Each of these PCTs has community services that are larger and arguably better developed than Brent services are currently.  Under this option Brent community services would be transferred to another nearby provider service with greater capacity to manage a large community APO.  Staff would transfer under TUPE arrangements and would be the responsibility of the employing organisation making NHS Brent a purely commissioning organisation.


	How would this option be developed
	A due diligence process would have to be launched to confirm the suitability of the host organisation.

A programme would also have to be launched to achieve separation, including:

· splitting corporate functions into their commissioner and provider parts to identify the staff and functions that would transfer

· initiation of project to separate balance sheets

· resolution of estates ownership and management issues

	How would this option develop in the longer term
	For Brent this would be an end point as it would have fully externalised its provider arm.

	What are the risks and benefits
	Risks:

· PCTs may not come forward as partners or may withdraw after due dilligence
· some recurrent and one off investment would be required

Benefits:

· achieves end point of externalisation

· creates strong and large provider unit




	Option 4
	Competitive Process to find a partner

	What does this option mean in detail
	Under this option provider services would move directly to externalisation (employed by another body) through a process of finding a new partner through an open process to identify interested parties wishing to submit proposals to take over community services as a whole.

This would work by issuing a relatively brief description of community services (based on the PUK work) and inviting interested organisations to submit proposals to take services over.  The competitive process would aim to interest a wide number of organisations at first, and then reduce the number and choose an eventual partner by picking the best proposal against agreed criteria.  This process would be iterative and is known as competitive dialogue.

Proposals could come from a wide range of organisations including other PCTs, Foundation Trusts, local government and the third and independent sector.

Whichever organisation was chosen, TUPE rules would apply, and it would be important to delineate which corporate staff were in and out of the process.

Provider staff and wider stakeholder involvement and confidence in this process would be key to making it a success.  The aim would be to find the partner who could best manage the delivery of excellent and responsive community services.

There may be a sub-option involving the transfer of community services to more than one partner if, for example, a group of services sat better with one organisation rather than another.



	How would this option be developed
	The PCT would have to obtain specialist support to progress the procurement.  An invitation would be issued to the market following which there would be an iterative process with bidders from which criteria would be developed to choose the best partner.  There would need to be strong stakeholder involvement with bidders meeting and presenting to different groups (staff, partner organisations).  The final selection panel could have wide stakeholder representation.

	How would this option develop in the longer term
	For Brent this would be an end point as it would have fully externalised its provider arm.

	What are the risks and benefits
	Risks:

· may attract no suitable bids
· significant non-recurrent and one off  investment would be required

· this option does not command staff and stakeholder support
Benefits:

· potentially attracts new entrants into the market
· transparent and fair process
· achieve externalisation

· competitive process should find best partner




Appendix 2

Responses to consultation

PEC
“Option 2 and 3 stand out as the more practical in terms of decision and action although it may be ambitious that option 2 has four districts considering an APO.  The trick of an economy of scale is also keeping the `small is beautiful' and being accessible.  For partners such as GPs if local response is taken to management at a distance then there may well be future concerns.  However, the economy of scale may bring about improved clinical leadership and training and research opportunity and confidence to develop modernised services for the people we serve.”

To which the co-chair added.

My vote would be for either options 1 or 2.

“It is important to keep community services close to patients & other clincians (GPs) "small is beautiful" especially in terms of communications. 

However the demands on community services will increase with the move of care from 2o to 1o and  in terms of cost and feasibility of recruiting high class management and staff to a smaller local Brent APO I would have to vote in favour of Option 2.”

PbC Executive

The PbC leads felt that they would prefer not to have larger organisations but that option 1 was the preferred option.  It was suggested that a longer term solution might emerge over the next year with the development of alternative provider organisations.

North West London Hospitals NHST

Key Points:

“We appreciate the rationale for creating an organisation focused on commissioning services for the people of Brent and hence the need to find an alternative organisational home for your provider services.

We also agree that it would not be appropriate for an acute Trust to run most of your community services. ….we would like greater clarity over which services are included here. The Trust would not wish to be excluded from the possibility of running integrated services where these would be in the patient’s best interest, simply because of our acute focus.

We are aware that the Brent Integrated Care Organisation has submitted a bid for pilot status with PCT support since your paper was written and would welcome clarity about how a BICO pilot, if successful, would fit into your other proposals

Your paragraph 5 seeks comments on whether any other criteria should be considered in judging the options…. we consider that the financial impact of each option across the health economy should be a criterion. We are also concerned that the outcome of this process should not pre-empt any of the outcomes of the acute services review which started last week”

Central and North West London NHS FT

Supportive that the right options have been chosen.  Mental health trusts should be considered as a potential partner alongside acute and other providers.  Under the criteria “evidence of managing successful transfers” should be added as a criterion.

PCTs

Camden and Barnet PCTs expressed interest in principle in developing a longer-term relationship with us, potentially developing into a more formal relationship.

Staff Comments

Staff Side

Option 1 is going to be difficult to sustain a service that could be exposed to outside competition by the commissioners.

Option 2 and 3 are the favoured options, as they provide a more robust organisation to enable NHS employed staff to continue a service deliver for taxpayers, in a competitive climate examined by the commissioners.

Options 4 and 5 are opposed by the staff side as there is a greater threat that service deliver would be outside the NHS and staff would no longer be employed by the NHS.

Dietetics

Creation of a Brent APO.  Historically, Nutrition & Dietetics is a small service and we would therefore not share some of the concerns expressed regarding the size of the organisation under this option.  We have remained a small viable service throughout numerous reforms and reorganisations.

Creation of 4 Borough APO.  Would be some concern regarding different patient groups and priorities of the four organisations.  Would support this option as long as it would bring real benefits to the patient and to Brent services.  Important that decision-making remains as close to the patient as possible. Would not wish to see further flattening of AHP management within Brent.  Can see advantages for a 4-Borough professional consortium to drive forward quality initiatives for patient care.

Transfer services to large adjacent provider service. Some concern around the conflict between accountability and responsibility (as with option 2) – again, important that budget management remains close to the patient and that local people have influence on the decision-making processes.
Inpatient rehabilitation and district nursing

BRS have said that their preferred option would be option 4, and many District Nurses have expressed the preference of an alliance but have also stated that they would like the option to be Brent APO.

Some staff on the inpatient wards have suggested that they are encouraged by the recent investment from the PCT but above all at present favour the opportunity to settle down and get on with developing a high quality service. 

Business planning and risk

Given that Option 3 appears not to be achievable, the preference was to make ourselves ‘fit for purpose’ under Option 1 but with a strong focus on reviewing each service to see whether its patients would be better served by transferring the service to another provider (ie 4B).

That would leave, after a time, a smaller, fitter Provider Services which could then be a more attractive partner under Option 3 or could open the opportunity to join Option 2/2b once the governance issues are clear
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