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Outline Annual Business Plan 
 
Introduction 
The ‘Trust Strategy 2014/15 to 2017/18’ was considered at a Board Workshop on the 9th 
January 2014 and the Trust’s ‘Financial Planning Framework’ was approved by the Board in 
October 2013. 
 
This paper sets out the strategic context upon which the Annual Business Plan will be 
based, along with the proposed approach to finalising the Financial Plan for 2014/15 to 
2015/16.  
 
Strategic Context 
 
The next three years will be pivotal for the future of the NHS as currently configured.  The 
macro economic climate will continue the requirement to drive down public sector 
expenditure generally and the best the NHS may expect is flat real terms expenditure over 
the next three years.  Two out of three of our local commissioners remain relatively 
underfunded per head of population. 
 
The political drive to treat more patients in their own home or a setting closer to home is set 
to continue supported by the recently announced Better Care Fund which will see resources 
transferred from health to support social care from 2014/15.  The drive to seamlessly 
integrate services between organisations is likely to continue.  Safe staffing will continue to 
be centre stage along with the provision of safe services 7 days a week. 
 
We know that the tariff arrangements for emergency care are unlikely to change in the short 
term; the aging demographic will result in the hospital seeing an increasing number of more 
frail and elderly patients, many of them as emergencies.  Volumes in key specialties such as 
cancer are forecast to increase further and too many patients are still wait too long for 
treatment.  
 
All of the above means that the environment in which the hospital operates will continue to 
become more challenging.  In response we have developed an ambitious new strategy to 
accelerate the transformation of the organisation including building our clinical offering in 
some areas; changing the setting of existing clinical services to move more care outside of 
the hospital; remodelling our workforce to maximise productivity and flexibility; and changing 
the way we use our estate as we move the QAH site to a health campus shared with other 
key partners.  
 
These changes will not be easy.  We will be making these at a time of intense scrutiny in the 
run up to the general election in 2015 and this will require joint working with all our key 
stakeholders.  
 
Our overall vision is to be recognised as a world-class hospital, leading the field through 
innovative healthcare solutions focused on the best outcome for our patients delivered in a 
safe, caring and inspiring environment with quality at the heart of everything. We will 
incorporate research and innovation into all aspects of our services.  Put simply, the best 
hospital, the best care, with the best people.  
 
During the next three years we will transform our services in line with patient and population 
needs with a particular focus on unscheduled care, care of the frail and elderly and long term 
conditions. We will reposition the hospital as the hub of the local healthcare system providing 
expertise, leadership and governance across pathways as well as directly delivering 
complex aspects of medical care for the population.  
 
We will build on our existing areas of specialist expertise - including minimally invasive and 
robotic surgery and sub-specialist care in cardiology, diabetes, neonatal expertise, aspects 
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of orthopaedics and stroke.  We will grow our business in areas where we excel - further 
developing our existing tertiary referral units in renal medicine, kidney transplantation and 
cancer services.  We will seek to grow our market share for elective care and further develop 
the facilities for insured and self-pay patients who opt to be treated privately. 
 
Building on the aspirations of our clinicians and in line with national commissioning trends, 
we will offer a greatly enhanced consultant led service 7 days a week as well as an extended 
day service for a number of clinical specialties. 
 
Delivering this ambitious vision will require change in the way we work with quality always at 
the centre of every action, the way we interact and contract with our partners, the way we 
use technology to streamline our workflow, and the way we the way we use our facilities and 
estate.  
 
Our foremost focus will be to embed and improve quality in everything that we do. Whilst this 
strategy is about changing what we do and how we work the litmus test of our success is 
maintaining our existing quality, standardising the highest quality across everything we do 
and seeking to drive standards higher every single day. 
 
We have a great new facility but we need to use it more intensively.  Our business 
development strategy describes how we will retain our existing market share, attract patients 
from outside our natural catchment area, develop new services and revenue streams, 
develop further networks with neighbouring hospitals and repatriate NHS work from local 
private providers. Taken together we envisage a significant growth of activity on the QAH 
site.  
  
Our commissioning strategy describes how we will contract with commissioners for the 
above.  We will seek to become the most reliable partner in the local healthcare system, 
develop our skilled internal capacity to flex to meet demand, create value for commissioners 
through taking demand risk where we are best placed to manage the risk in return for being 
paid fairly for our contribution to the local health economy. 
 
To do this we will need to work smarter.  Our IM&T strategy describes how we will use 
technology to improve the quality of patient care and patient experience through a focused 
drive to mainstream technology to improve workflow which will increase productivity and 
create space for the expansion of our clinical services. 
Our workforce strategy describes how we will change the shape and size of our most 
important asset, our workforce.  To support delivery of the clinical strategy we will drive 
productivity through smarter ways of working and better use of technology to create 
additional capacity from the existing workforce.  We will introduce new models of 
employment to increase flexibility and cost competitiveness, particularly over 7 days.  To 
facilitate and support these changes we will invest heavily in training and development.    
 
The above will have an impact on our estate, both QAH and the off-site facilities we currently 
run.  Our estates and facilities strategy describes how we will create capacity at the QAH site 
through productivity improvement and the introduction of healthcare at home models.  As we 
create capacity we will accommodate the growth anticipated through the clinical strategy, 
repatriate off site services back on the QAH site where clinically appropriate, and selectively 
offer our partners co-location onto the QAH site where clinically appropriate. 
 
The above will need a shift in organisational capability.  Our leadership and skills strategy 
describes our values and how we will engage our staff, making the Trust a great place to 
work and develop a culture of continuous improvement where accountability for decision 
making is devolved to the most appropriate level.  The strategy lays out how we will keep 
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hold of our best people, develop a pool of future talent and develop a leadership brand to 
attract the best people. 
 
Finally our research, enterprise and innovation strategy underpins of all the above. It 
describes how we will deliver the highest quality, evidenced care for our patients, through 
embedding a culture of research and innovation driven by clinical leadership. 
 
Financial Plan  
 
The proposed approach to finalising the Trust’s Financial Plan for 2014/15 to 2015/16 is set 
out on pages 5 to 15 below. 
 
Recommendations  
 
The Board is asked to approve the approach as set out in the Strategic Context and the 
Financial Plan. 
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Introduction 
The Financial Plan 2014/15 to 2015/16, incorporating CSC Budget Setting, builds on the Budget Setting 
element of the Financial Planning Framework (approved by SMT/Board in September/October 2013).  It is 
aimed at ensuring robust 2014/15 CSC budgets are established to deliver the required levels of activity, 
service quality and development within available resources.  
 
The Service Change Model element of the Financial Planning Framework (which provides an aligned 
planning tool across activity, performance levels, beds, clinics, tests, theatre session, workforce and 
finance) is outside of the scope of this paper.  

Principles 
Budgets are an essential component of planning, control, coordination, communication, motivation and 
performance evaluation [ref].  The Trust’s Standing Financial Instructions (para. 8.12) require that: 

‘Prior to the start of the financial year the Director of Finance and Investment will, on behalf of 
the Chief Executive, prepare and submit budgets for approval by the Board.  Such budgets will: 

a) be in accordance with the aims and objectives set out in the Annual Business Plan, 
b) accord with workload and workforce  plans, 
c) be produced within the limits of available funds, 
d) identify potential risks.’ 

 
In line with the Financial Planning Framework principle of devolved CSC/Cluster financial responsibility, 
this paper allocates a ‘Quantum’ (a cash envelope reflecting a fair share of funds) to each CSC within 
which to establish budget proposals.  Against this Quantum, CSCs are required to set out a 2014/15 
forecast, incorporating cost pressures and opportunities in order to determine their distance from the 
approved funding level (i.e. their quantum).  Where the CSC forecast is greater than the Quantum, 
proposals to close the gap will be required from the CSC.  
 
Whilst the intention is to keep the Quantum for each CSC as stable as possible, it will inevitably change as 
more becomes known about the financial challenges and opportunities facing the Trust. 
In addition to this CSC accountability principle, the other key principles applied to the CSC budget setting 
process are as follows: 

� Transparency  – financial calculations will be fully disclosed and no provisions or reserves will be 
held outside of this disclosed position.  The outcome of this transparent process will be that CSCs 
can be confident that they have received a ‘fair share’ of all of the available Trust resources within 
which to establish their budgets. 

� CSC Devolved Accountability  – CSCs will be responsible for signing off their budgets, which will 
include responsibility for any centrally coordinated initiatives within their plans.  Any shortfall 
against centrally coordinated initiatives included within a CSC budget will remain the responsibility 
of the CSC to mitigate so as to ensure delivery of the required activity, service/quality specification 
within its approved budget. 

� Robustness  – Plans must be robust and be supported by Quality Impact Assessments (QIA) and 
defined key milestones.  The Programme Management Office (PMO) will ensure that QIAs and 
project milestones are set and approved. 

� Activity – Changes to CSC activity levels, beyond the 2013/14 forecast outturn position will require 
approval before it can be incorporated into 2014/15 CSC forecasts.  This approval will be 
considered as part of the overall plan to deliver activity targets, such as the RTT targets, and will 
be closely aligned to the Service Change Model work (GooRoo).  Costs associated with planned 
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and approved in year over-performance on activity will be funded, where there is sufficient 
confidence that the Trust will receive income for this activity.  CSCs should only anticipate using 
additional activity to achieve their ‘quantum’ where they are able to deliver approved additional 
activity at a lower marginal cost than included in current financial modelling.   
 

NB Integrated Income and Expenditure Budgets - It has been recognised that the 2013/14 standard 
reporting packs and CSC budgets do not adequately reflect the impact of approved activity over-
performance on the overall financial position of each CSC.  The Trust intends to address this though the 
introduction of ‘integrated service line reporting’, so that budgetary reporting better reflects full cost and 
income trading accounts.  Whilst this will not be available for 1st April 2014, it is the intention to implement 
this for go-live during the 2014/15 financial year. 

Assumptions 
Monitor, NHS England and the TDA working together have produced a system wide planning process for 
2014/15, along with assumptions and timetable.  This requires detailed plans for 2 years by 4th April 2014 
and for 5 years by 20th June 2014.   The planning assumptions are set out below: 

• Inflation  – as per national guidance  follows: 

Inflation Assumptions Uplift to 
SLA 

Income 
Base

Uplift to Cost 
Base

£'000 £'000

Pay Inflation Reserve (incl Incr drift) 1.0% 1.5%

Drugs Inflation Reserve (excl. passthrough/Chemo) 0.5% 7.2%

Non Pay Inflation Reserve 0.4% 2.1%

Non Pay Inflation Reserve - Unitary Payment 0.2% 3.8%

Friends & Family 0.1% 0.1%

Francis & Keogh 0.3% 0.3%

CNST 0.3%

Gross Uplift 2.8%
Tariff Deflation (efficiency requirement) -4.0%

Tariff Deflator -1.2%  

• Contingency  – the Trust will hold a minimum 0.5% contingency reserve to mitigate ‘down-side’ 
financial planning or to be released to pump-prime service developments if the ‘down-side’ is 
mitigated.    

• Income & Expenditure  – the Trust will plan to deliver a 1% surplus. 
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SLA Income  
The SLA Income assumptions with the current Quantum for each CSC is summarised below: 

SLA Income SLA 
Income

Expenditure 
Impact

'Margin'

£'000 £'000 £'000

Tariff Inflation 
CNST 1,143 (2,400) (1,257)
Pay Inflation Reserve (incl Incr drift) 3,810 (3,750) 59
Drugs Inflation Reserve (excl. passthrough 1,905 (2,362) (457)
Non Pay Inflation Reserve 1,524 (2,199) (675)
Non Pay Inflation Reserve - Unitary Payment 762 (1,516) (754)
Friends & Family 381 (381)  - 
Francis & Keogh 1,143 (1,143)  - 
Sub Total Inflation Reserves 10,667 (13,751) (3,084)

Cost Pressures & Other
Drugs Inflation Reserve - Passthrough 19,811 (19,811)  - 
Sub Total - Cost Pressures & Other 19,811 (19,811)  - 

Opportunities
Operational Productivity 
- 18 weeks 2,000 (1,000) 1,000
- Improving cancer 2,000 (1,000) 1,000
- General growth 1,000 (500) 500
Being the Hospital of Choice
- Targeted Growth 1,000 (500) 500
Driving Commercial Value
- Tariff Deflation Opportunity 6,500  - 6,500
- Local Prices  -  -  - 
- Chemotherapy  -  -  - 
- Diagnostics Risk Share  -  -  - 
Eliminating Cost of Quality
Eliminating Cost of Quality 1,000 (200) 800
Sub Total - Opportunities 13,500 (3,200) 10,300

Net I&E Impact 43,978 (36,762) 7,216
Baseline SLA Income (excl pass through) 380,964
Tariff Deflation (15,239)  - (15,239)
Total SLA Income 409,703 (36,762) (8,023)  

The above SLA income assumptions will be monitored and updated against Service Change Model 
refinement based on activity requirements to deliver 2014/15 patient targets.  
 
The Contracting Team will lead on the SLA income negotiations with Commissioners. 
 
Via the Service Change Model, CSCs will determine the cost of activity, above 2013/14 forecast, required 
to deliver targets (RTT etc.) and can apply for funding in relation to this from central reserves.  However, 
these cannot be included in CSC efficiency savings, as they have already been incorporated into the 
overall financial planning assumptions.  
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Reserves 
At this stage of the budget setting process the following reserves are held centrally: 

Budget Setting Reserves To Deploy To Find Net
£'000 £'000 £'000

2014/15 Baseline 303  - 303

Inflation Reserves
Pay Inflation Reserve (incl Incr drift) (3,750)  - (3,750)
Drugs Inflation Reserve (excl. passthrough/Chemo) (2,362)  - (2,362)
Non Pay Inflation Reserve (2,199)  - (2,199)
Non Pay Inflation Reserve - Unitary Payment (1,516)  - (1,516)
Friends & Family (381)  - (381)
Francis & Keogh (1,143)  - (1,143)
Sub Total Inflation Reserves (11,351)  - (11,351)

Cost Pressures & Other
Drugs Inflation Reserve - Passthrough (19,811)  - (19,811)
Contingency (2,436)  - (2,436)
Sub Total - Cost Pressures & Other (22,247)  - (22,24 7)

Opportunities
Operational Productivity
- 18 weeks (1,000)  - (1,000)
- Improving cancer (1,000)  - (1,000)
- General growth (500)  - (500)
Workforce Deployment
- Other (excl Med & Nursing)  - 2,500 2,500
- Cost of Change (non recurrent) (1,000)  - (1,000)
Optimising Physical Resources
–Relocating off site back on site  - 1,500 1,500
–Relocating Solent on site  - 500 500
Being the Hospital of Choice
- Private Patients (500) 1,000 500
- Targeted Growth (500) (500)
Eliminating Cost of Quality
Eliminating Cost of Quality (200)  - (200)
Procurem't, supply chain and pharmacy
Pharmacy  - 1,000 1,000
Procurement - Unidentified 800 800
Sub Total - Opportunities (4,700) 7,300 2,600

I&E (37,995) 7,300 (30,695)  

Reserves will be deployed to CSCs as part of the budget setting process.  For instance: 
• Inflation  –  

o Pay – will be released into CSCs based on central finance calculation of pay inflation (pay 
award and incremental drift). 

o Drugs – will be released, along with Drugs Pass Through Baseline & Growth and 
Pharmacy Procurement, following analysis by Jeremy Savage (Medicine Management & 
Pharmacy), supported by Finance and CSCs. 

o Non Pay – will be released into CSCs at early stage of budget setting where based on a 
contractual obligation (e.g PFI), otherwise limited release by exception during budget 
setting period. 

• Contingency  – CSCs to identify Unavoidable Cost Pressures, Other Cost Pressures, ‘Friends & 
Family’ and ‘Francis & Keogh’ and these will be considered against the available contingency 
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reserve.  Where approved funds will be released into the relevant CSC Quantum.  Release of any 
contingency reserves will be subject to Quality Impact Assessment coordinated via Deborah 
Burrows (PMO office) and signed off by Julie Dawes. 

• Operational Productivity  (18 weeks, improving cancer and general growth) – This reserve 
reflects the cost of delivering £5m of additional income.  CSCs to identify the additional income 
required (via the Service Change Model) along with the marginal cost of delivering this.  Subject to 
the overall income plan, the marginal cost of deliver will be funded from this reserve. 

• Workforce Deployment  – Reflects the ‘other’ pay savings not yet allocated to CSCs, as subject to 
proposals from Tim Powell, and a central provision for organisational change costs (e.g. 
Redundancy), to be managed centrally via Tim Powell (HR). 

• Optimising Physical Resources  – CSC allocation will be discussed at TRG on 27th January 
2014, led by Andy Burrows (Redevelopment). 

• Being Hospital of Choice  – The plan to grow private patient income by £1m and Targeted Growth 
income, also by £1m, will be presented to TRG on 3rd February, led by Peter Mellor.  

• Eliminating the Cost of Quality  – The plan to eliminate the cost of quality, for instance through 
the reduction in readmissions, will be presented to TRG on 3rd February, led by Simon Holmes and 
Julie Dawes.  Current assumptions are that £1m of income penalties could be avoided through the 
investment of £0.2m in avoidance/quality schemes. 

• Procurement - £1.2m of schemes, based on analysis by Neil Routledge, have been allocated to 
CSCs for their validation.  Neil is currently identifying opportunities to achieve a further £0.8m. 

Quantum – 2014/15 
The 2014/15 Quantum by CSC is set out in detail at Annex A. 
 
The CSC ‘baseline’ (2013/14 forecast adjusted for non-recurrent items) and the ‘Quantum’ (cash envelope 
‘fair share’ of available resources) along with the initial ‘CSC Forecast’ (before cost pressures and 
opportunities) is summarised below: 
 

CSC Quantum vs CSC Forecast
2014/15

Baseline Quantum CSC 
Forecast

£'000 £'000 £'000 £'000 %

Corporate Reserves 303 (30,695) (33,295) (2,600) -8.5%

Corporate (25,526) (27,836) (27,926) (90) -0.3%

Executive (11,260) (10,982) (11,260) (279) -2.5%

Facilities (51,799) (51,632) (51,799) (167) -0.3%

Trading Accounts 554 554 554  - 0.0%

Research and Development (126) 874 (126) (1,000) 114.4%

Corporate Total (87,854) (119,717) (123,852) (4,135)

CHAT (42,091) (40,359) (42,091) (1,732) -4.3%

Clinical Support (45,713) (44,692) (45,713) (1,021) -2.3%

Emergency Care (21,650) (20,919) (21,650) (731) -3.5%

Renal (23,534) (22,995) (23,534) (539) -2.3%

Head & Neck (17,381) (16,563) (17,381) (818) -4.9%

Surgery & Cancer (38,313) (37,020) (38,313) (1,293) -3.5%

MSK (16,550) (15,134) (16,550) (1,417) -9.4%

Internal Medicine (33,778) (31,886) (33,778) (1,892) -5.9%

MOPRS (25,666) (24,307) (25,666) (1,359) -5.6%

Womens & Childrens (32,400) (31,378) (32,400) (1,022) -3.3%

Gross Expenditure (384,931) (404,970) (420,929) (15,959)

SLA Income 380,964 409,703 396,203 (13,500) 3.3%

I&E (3,967) 4,734 (24,726) (29,459)

Gap

 
 
The above CSC Forecasts have not yet been adjusted for: 
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• Cost pressures (the quantum will also be adjusted to reflect cost pressures approved for funding).   
• Opportunities 

 
The above CSC Quantums have not yet been adjusted for: 

• Cost pressures (subject to approved for funding). 
• Savings targets for: 

o Other Workforce (£2.5m). 
o Optimising Physical Resources (£2m). 
o Private Patient Income (£1m). 
o Pharmacy (£1m). 
o Procurement (unidentified element) (£0.8m). 

 
The budget setting process will require detailed plans, along with key milestones and Quality Impact 
Assessments within the approved CSC Quantum. 
 
Quantum – 2015/16 
The Outline 2015/16 Quantum for each CSC is summarised below: 

CSC Quantum vs CSC Forecast
2015/16

Baseline Quantum

£'000 £'000 £'000 %

Corporate Reserves (30,695) (30,695)  - 0.0%

Corporate (27,836) (27,475) (361) -1.3%

Executive (10,982) (10,413) (569) -5.5%

Facilities (51,632) (50,963) (669) -1.3%

Trading Accounts 554 554  - 0.0%

Research and Development 874 874  - 0.0%

Corporate Total (119,717) (118,118) (1,599)

CHAT (40,359) (38,266) (2,092) -5.5%

Clinical Support (44,692) (42,375) (2,317) -5.5%

Emergency Care (20,919) (19,834) (1,085) -5.5%

Renal (22,995) (21,803) (1,192) -5.5%

Head & Neck (16,563) (15,704) (859) -5.5%

Surgery & Cancer (37,020) (35,101) (1,919) -5.5%

MSK (15,134) (14,349) (785) -5.5%

Internal Medicine (31,886) (30,233) (1,653) -5.5%

MOPRS (24,307) (23,046) (1,260) -5.5%

Womens & Childrens (31,378) (29,752) (1,627) -5.5%

Gross Expenditure (404,970) (388,582) (16,388)

SLA Income 409,703 393,315

I&E 4,734 4,734 (16,388)

Gap

 
 
CSCs will be required to submit outline 2015/16 Savings Plans for consideration by the TRG on 10th March 
2014. 

 
Timetable 
The CSC budget setting timetable is as follows:  
 

TRG  TRG Consider: Lead 

20th January 2014 ‘Financial Plan’, including 
CSC budget setting.  

Brian Maxton 

27th January 2014  ‘Optimising Physical 
Resources’ proposals. 

Andy Burrows 
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TRG  TRG Consider:  Lead 

3rd February 2014 CSC: 
• Unavoidable cost 

pressures (100%) 

• Other cost pressures 
(<100%) 

• Friends & Family 

• Francis & Keogh. 

Deborah Burrows  
(summary schedule from 
Finance, based on CSC 
analysis) 

 Workforce Deployment 
proposals. 

Tim Powell 

10th February 2014 CSC applications for activity 
funding above 2013/14 
outturn. 

Stuart Harris & Michael 
Martin 

 Operational Productivity CSCs/Deborah Burrows 

 CSC CIP Proposals Deborah Burrows  
(summary schedule from 
Finance, based on CSC 
analysis) 

 Being Hospital of Choice. Peter Mellor 

17th February 2014 Eliminating cost of quality 
proposals 

Simon Holmes & Julie 
Dawes 

24th February 2014 CSC Service Development 
proposals. 

CSCs 

 Drug budget deployment. Jeremy Savage & Steve 
Smith. 

 SLA income proposals (for 
finalisation on 28th February 
2014). 

Eddie Tuke & Ian Howe 

3rd March 2014 R&D proposals. Ben Lloyd 

5th March 2nd Cut two year plan 
submission to TDA 

 

10th March 2014  2015/16 CSC savings plans Deborah Burrows  
(summary schedule from 
Finance, based on CSC 
analysis) 

17th March 2014 tba  

24th March 2014 tba  

31st March 2014 tba  
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TRG  TRG Consider:  Lead 

4th April 2014  Final two year plan 
submission to TDA 
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Annex A – Detailed Quantum 
 

[available upon request] 

 


