Financial Savings Plan

1. Background

The source of the £16.5 million financial gap for the tPCT was outlined in the Financial Plan 2006/07 Board paper at the Board on 23rd March 2006.  That paper also identified a further £5.2m of overcommitments from 2005/06 and steps have been taken to manage this.   The Board approved the savings budgets outlined in the paper, but asked that  proposals on how this would be achieved be brought back to the May meeting.
This financial plan responds to that request and fits with the Sustaining Financial Health corporate objective referred to in agenda item 8.
John Bacon, as Transitional Lead for London, has written to all Chairs and Chief Executives on 28th April outlining the financial recovery regime for London for those organisations unable to produce a credible financial plan following peer review or which deviate from the plan agreed.  It is important that the Board is confident that this plan is credible and deliverable.
As well as the pressure on London’s overall financial position, within the local health economy, both Harrow PCT and North West London Hospitals Trust are in formal financial recovery.  This provides some further context regarding the challenge this plan presents.
Finally, with two months of the year already completed, it is now urgent that the Board agrees proposals to be implemented in order to achieve the £16.5m savings in 2006/07. 

2. Summary

The financial savings with specific proposals outlined in this Paper deliver £16.5m in 2006/07.  For 2007/08, the balance of non recurring savings and full year effects of recurring savings result in a slight reduction in savings.  (£0.6m less than 2006/07).  This shortfall will need plans to address.
There are further areas identified for savings of c£2-3m, but these have not yet been planned for delivery.

The Board is invited to:

· agree to the current specific savings proposals and the steps required to deliver them

· agree that work to identify further savings be finalised and that they should be completed once done so in order to help manage the risks in the specific savings programme

3. Process followed

· All Executive Directors working with their teams have come forward with savings plans and this has resulted in the specific proposals.

· These have been debated at Executive Management Team and the Forward Financial Planning Group and in draft form shared with the N W London SHA.
· Benchmarks of activity and expenditure breakdown have been used to identify some of the savings, but there is more to do (see below).

· The Executive Management Team has brainstormed and debated the further areas identified for savings from a corporate perspective. 

· There is further planned challenge about pace of implementation to ensure that savings are maximised this year.  Mike Hellier, the Project Director for Business Improvement will lead this work.

4. Specific proposals 

	Savings Area
	Proposal
	Savings

2006/07

	Provider
	· Estates review – closing 3 smaller clinics

· Management restructure

· Skill mix review

        

· Focusing care on patients in need of specialised services e.g. podiatry

· Integrated Services
	£1.9m

£0.4m

£0.3m

£0.2m

£0.7m

	Prescribing
	
	£1.7m

	Acute Commissioning
	· Emergency/urgent care
· Pathway redesign

· Outpatient follow up rates

· Excess Bed Days

· tertiary
	£2.7m
£2.4m
£1.4m

£0.6m

£0.1m

	Joint Commissioning
	· Mental health

· Focusing expenditure on core health needs(voluntary sector, learning disabilities, childrens services, drugs and alcohol, older people)

· Continuing care focus on health needs
	£1.5m

£0.8m

£1m

	Management Costs
	Establishment and non-pay reductions
	£0.8m

	Total
	
	£16.5m


Additional management controls have been brought in to manage down the 2005/06 overspend of £5.2 m.

Further information regarding these schemes will be contained in the presentation at the meeting.
5. Further Areas for Financial Savings

As there are inherent risks in the specific proposals outlined above, the tPCT has begun the process of looking at further areas of savings, currently with a value of up to £3 million across the following areas:
· Estates review across the PCT

· Independent contractors

· Further service changes.

· Further management cost reductions.

6. Proposed programmes 

Programmes are designed to deliver a transformed service with major benefits.  They bring together projects in order that they are all focused on the delivery of the overall goal.  They will require focus by the Board, PEC and Executive Management Team to ensure that they deliver the financial savings required.  The following programmes are proposed:

6.1 Unplanned care: To provide services for the people of Brent to ensure that only those that need to, attend or are admitted to acute hospitals for their urgent or emergency needs.  The aim is to significantly reduce these attendances and admissions.  There are many projects from BeCAD pathways (e.g. for heart failure) the Partnerships for Older People Project, the Ward in the Community for those with complex needs, and Emergency Care Practitioners within the London Ambulance Service to provide enhanced assessment to take fewer people to hospital.  The current arrangements will be reviewed.  Involvement will be needed from the public, GPs, community services, the local authority as well as the the project leads and support from Public Health.

6.2
Estates review:  The tPCT has invested in new facilities over the last few years.  This means that older facilities may no longer be required.  The specific proposals above will close 3 small clinics. This programme will investigate the potential for divestment or sales to produce both one off profits and long term reduction in rental and estate management costs.  This will involve planning clinic relocations and the planning and partner work required to realise the maximum benefit in 2006/07.  

7. Stakeholder impacts

The impacts on various stakeholder groups are outlined at Annex A.  Before the board meeting the major areas for savings have been shared with the Director of Housing & Adult Social Care, North West London Hospitals Trust, and local MPs.    Feedback from these contacts will be communicated at the Board meeting.

The Local Authority Overview and Scrutiny Committee, the Patient Forum and Staff Representatives are being timetabled in.

The estimated reduction in staff posts within the specific proposals is still being finalised.   However, there is a requirement nationally that staff posts should reduce by 5%. The aim is to manage this largely through agency posts and vacancies, so there should not be major redundancies of Brent tPCT employees.  However, the remaining staff will have to focus on their core roles in order that they can work within a reduced establishment.

As this savings programme is implemented, the tPCT’s efforts will need to be redoubled to keep stakeholders on board as the specific proposals are progressed.

8. Proposed structure for financial savings management.

Financial forward planning group should have the oversight of the savings programme and report to the Board.  The Executive Management Team will meet weekly and consider sustaining financial health as one of the corporate objectives.  Progress against the milestones to drive each savings project will be monitored along with the activity and financial benefits sought by the Project Director for Business Improvement and the Director of Finance.

9. Risk areas and management
The key risks for the financial savings with specific proposals are:

· Capacity for change, especially with other pressures on the PCT e.g. from Fitness for Purpose.  There needs to be a focus on a few objectives for delivery to create this capacity.

· Culture for financial savings.  The PCT has a good  innovative and personal accountability culture suitable for the growth in funds and services over the last 3 years.  However, this will need to become more focused and business like.

· Patient, public, staff or local authority resistance to the changes proposed – see stakeholder engagement proposals above.

· Clinical risk.  Clinical risk will be managed through clinical governance committee with linkage to the PEC.

· Inflationary pressures

· The impact of the combined reforms of Payment by Results and Practice Based Commissioning.  These will need to be actively managed to increase the chances of success rather than potentially adding more complexity.

Risk management and capture of further risks will be delivered in line with the PCT’s risk management policy.

10. Enablers to deliver the Proposals

The following will be key enablers to the deliver of the savings plan.

· Communications – Explain the savings programme to PCT staff, partners and the public.

· Financial and workforce planning and review tightened up to provide a solid baseline and tracking of the changes. 

· Organisational Development -   Further work following the current OD programme for Assistant Directors, in order to achieve a more focused delivery of change.  

11. Key next steps

The Board’s agreement to the specific proposals will result in the following actions being taken:

· Consultation on reducing staff posts. 

· Consultation on the service changes

· Further actions to engage stakeholders

12. Board decision

The Board is invited to:

1. Agree the savings specific proposals outlined above.

2. Agree the progress of the further savings areas identified.

Mahendra Patel

Director of Finance

Mike Hellier

Project Director Business Improvement.
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Annex A
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