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Purpose of paper For discussion. 

Key points for Trust Board 
members 

 

In its approach to Business Planning for 2015/16 and in the longer 
term (five year planning horizon required by the DoH), The Board is 
asked to consider the wider NHS planning context, our local Clinical 
Commissioning Group (CCG) priorities and the Trust’s 2014/15 
performance. 

Options and decisions 
required 

 

A range of key challenges and opportunities have been identified 
and The Board is asked to consider these in terms of its priorities 
and any other factors which should be brought into account.  

Next steps / future actions : 

 

A provisional planning and budget setting timetable, to 31st 
December 2014, is set out at Annex A. 

Consideration of legal 
issues (including Equality 
Impact Assessment)?     

Business planning decisions will be subject to the Trust’s normal 
Quality Impact Assessment procedures as appropriate. 

Consideration of Public and 
Patient Involvement and 
Communications 
Implications? 
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1 Introduction 
 
This paper considers the approach to business planning for 2015/16 within the context 
of the national and local health economy and early indications of the key issues to be 
faced during 2015/16 and beyond. 
 
2 Wider NHS Planning Context 
 
Trust business planning for 2015/16 (and its longer term five year planning) will take 
place within the wider context of developments across the overall NHS.  From 
published literature1, workshops, seminars etc. this wider context is becoming 
increasing apparent and includes a number of common challenges: 

A. Rising service demand  - NHS Trusts face rising demand for services without 
the prospect of significant increases in funding.  For example, in May 2014 the 
total number of people on NHS waiting lists exceeded three million for the first 
time since 2008. 

B. Minimum staffing level requirements  - The Francis Report has resulted in 
NHS trusts recruiting more clinical staff, creating additional cost pressures.  For 
example, the introduction of more robust minimum ward staffing level 
requirements has meant that the scope to find financial savings in these areas 
is far more constrained.  Additionally, hospital staffing costs are rising, 
particularly as hospitals compete for staff in order to meet clinical requirements 
and activity demand. 

C. Reducing pool of savings and income opportunities  - The level of savings 
is falling and are becoming increasingly temporary or one off and even non-
recurrent measures are becoming exhausted; following four years of savings 
requirements in excess of 4%. 

D. Deteriorating financial strength  - The financial strength of trusts is weak and 
declining, and commissioners are finding it harder to balance their budgets.  
CCGs also face activity pressures. 

E. Imbalance of services  - There is still an imbalance between hospital services 
and those outside the hospital setting.  Whilst there is some attempt to address 
this through, for instance, the Better Care Fund (see CCG Priorities, below), the 
likely success and pace of this is far from certain. 

 
According to Monitor2, the affordability challenge for the NHS over the next five years 
will be unprecedented as the population grows and ages, with more frail elderly and a 
greater incidence of chronic disease requiring different patterns of care.  Innovations 
in medicine continue to transform what it is possible for the NHS to provide beyond the 
expectations of previous generations.  The public rightly expects ever higher 
standards of safety, quality and access.  The Trust is absolutely committed to 
delivering this. 
 

                                                
1
 e.g. CIPFA, NHS Health, September 2014 

2
 Monitor, Guidance for Annual Planning Review, December 2013 



Work undertaken by Mckinsey3 identified the potential scope for efficiency 
improvements in individual providers to be 2% per annum.  It should be noted that this 
is significantly more than the 0.4% to 1.4% underlying productivity improvement that 
external research4 suggests that the NHS has traditionally delivered.  Monitor explain 
the gap between the efficiency required through tariff deflation (historically at 4%) and 
the efficiency actually achieved as ‘tariff leakage’.  This may represent a cost pressure 
on commissioners’ budgets since it is not real efficiency, often manifesting itself 
through non-tariff related payments or financial benefits from ‘technical’ accounting 
adjustments within providers.  Monitor recognise that reducing tariff leakage in the 
short term may be difficult but in the meantime providers and commissioners should 
plan for a tariff efficiency factor of 4%-4.5% and ensure this includes real efficiency 
improvement for individual providers of at least 2% per annum. 

 
3 Clinical Commissioning Group (CCG) Priorities 
 
In June 2014 NHS Portsmouth CCG published ’20/20 Vision’ setting out its five year 
plan to improve health and wellbeing in Portsmouth.  The plan identified four key 
priorities: 

1. Everyone able to access the right health services, in the right place, as and 
when they need them. 

2. Ensure that when people receive health services they are treated with 
compassion, respect and dignity and that health services are safe, effective and 
excellent quality. 

3. Health and social care to be joined up so that people only have to tell their story 
once.  People should not have unnecessary assessments of their needs, or go 
into hospital when they can be safely cared for at home or stay in hospital 
longer than they need to. 

4. With our partners, we will tackle the biggest causes of ill health and early death 
and promote well-being and positive mental health. 

 
The Better Care Fund (BCF) was announced by the Government in the June 2013 
Spending Round, to support transformation and integration of health and social care 
services to ensure local people receive better care. The BCF is a pooled budget that 
shifts resources into social care and community services for the benefit of the NHS 
and local government.   Following agreement by Ministers in June 2014, £1 billion of 
the NHS additional contribution to the BCF will now either be commissioned by the 
NHS on out of hospital services or be linked to a corresponding reduction in total 
emergency admissions. 
 
The Department of Health is finalising arrangements for the pay for performance 
element of the fund and, as part of that, putting in place a framework for local risk 
sharing: 
 

‘We know that unplanned admissions are by far the biggest driver of cost in 
the health service that the Better Care Fund can affect. We need the plans to 
demonstrate clearly how they will reduce emergency admissions, as a clear 
indicator of the effectiveness of local health and care services in working 

                                                
3
 Improvement opportunities in the NHS: Quantification and Evidence Collection, February 2013 (Commissioned by 

Monitor). 
4
 The ONS (0.4%) and Centre for Health Economics, York (1.4%). 



better together to support people’s health and independence in the 
community.  We are therefore asking each Health and Wellbeing Board to 
propose their own performance pot based on their level of ambition for 
reducing emergency admissions – with a guideline reduction of at least 3.5 
per cent. A proportion of your current performance allocation (i.e. your area’s 
share of the national £1bn performance element of the fund) will be paid for 
delivery of this target. That proportion will depend on the level of ambition of 
your target. Where local areas do not achieve their targets the money not 
released will be available to the CCGs, principally to pay for the unbudgeted 
acute activity.  The balance of your area’s current performance allocation (i.e. 
the amount not set against the target for reduced admissions) will be available 
upfront to areas and not dependent on performance. Under the new 
framework, it will need to be spent on out-of hospital NHS commissioned 
services, as agreed locally by Health and Wellbeing Boards.’ 5 

 

On the `15th September 2014, Portsmouth and South East Hampshire CCGs updated 
the Trust on the preparation of their BCF plans and, in particular, set out their 
assumptions regarding a 3.5% reduction in non-elective activity, required in order to 
access the BCF resources. 
 
4 Trust Context 
 
The Trust delivered a £0.8m financial surplus in 2013/14 and reduced its underlying 
financial deficit by £4.8m (from £13.8m to £9.0m).  During the final quarter of 2013/14 
and in quarters one and two of 2014/15 the Trust improved its cancer and referral to 
treat (RTT) performance and met the required standard in both these areas.  
However, unscheduled care continues to be of concern and remains one of the main 
challenges for the Trust both operationally and financially. 
 
The Trust’s business planning round for 2014/15 used an internally developed 
‘Service Change Model’ to provide an integrated planning tool across finance, 
workforce and activity, along with other resource areas such as beds, theatres and 
clinics.  This supported the development of a 2014/15 financial plan that was broadly 
aligned against demand and capacity and incorporated identified opportunities to 
improve capacity and efficiency; for instance by reductions in length of stay and 
increased theatre and outpatient clinic utilisation rates.  CSC and clinical involvement 
in business planning was significantly improved for 2014/15. 
 
The Trust Board approved the financial plan for 2014/15 delivering a £1.2m surplus 
along with £18m of cost improvements and a £18m capital programme (£5m of which 
related to the Trust’s PFI).  The plan included the investment of £10m of monies to 
secure the internal capacity required to deliver the planned growth in elective referrals.  
This growth reflected historical trends, assumptions regarding demographics and likely 
success of system wide measures to manage demand and treatment patterns (QIPP 
schemes). 
 
As at month 5 (31st August 2014), the financial position of the Trust remains extremely 
challenging; with a cumulative adverse variance against plan of £4.4m.  Furthermore, 
the continuation of the financial pressures faced in the early months of the financial 
year, compounded by the Trust’s service delivery pressures, particularly relating to 
                                                
5
 Extract from 11 July 2014 letter from Jon Rouse (Director-General, Department of Health) and Helen Edwards 

(Director-General, Department of Communities and Local Government). 



unscheduled care, has led to a re-appraisal by CSCs of their forecast year-end 
position.  Taking into account CSC forecast CIP shortfalls (of £3.9m) and an updated 
assessment of the Trust’s ‘risks and opportunities’, which includes elective income 
risks in quarters three and four and risks from ‘fines, penalties, CQUIN and MRET 
(Marginal Rate Non-Elective Tariff), the year-end forecast is an I&E deficit of £2.4m.  
The Executive Team is taking further action to achieve the planned surplus and the 
financial position continues to be kept under close and regular scrutiny.   However, the 
tightness of the financial position in 2014/15, coupled with the non-recurrent measures 
used in-year, will not improve the underlying position.  
 
Although the Trust has delivered at least financial break-even in each financial year 
following the deficit in 2009/10, relating to the opening of the PFI hospital, it has faced 
on-going liquidity issues compounded through the use of ‘non-cash backed’ measures 
to support I&E (e.g. extending asset lives, IFRIC12, stock counting). As set out above, 
delivering an I&E surplus to support cash in 2014/15 is becoming more challenging 
and there is also the risk of cash backed fines and penalties being applied by our 
commissioners.  Given these on-going liquidity issues, the Trust Finance Committee 
has approved the immediate application for temporary borrowing of £10m and will be 
considering the case for a permanent financing request to the DoH at its next meeting. 
 
In terms of 2015/16, the deteriorating financial position in 2014/15, although part of a 
national picture, raises particular concerns for the 2015/16 business planning round; to 
best provide high quality, safe and readily accessible services, the Trust will need to 
ensure that it: 

� Is in charge of the money. 
� Has a fit for purpose infrastructure. 
� Has fit for purpose information systems and decision support tools. 
� Is able to invest in areas where we wish to grow our business. 
� Focuses on the right efficiency opportunities. 
� Has resources to pump prime new services and developments. 
� Has the right leadership teams. 
� Is successful under whichever regulatory regime exists (TDA/FT etc.). 

 
5 2015/16 Financial Challenges 
 
In addition to continuing to address its underlying financial position (see ‘Trust 
Context’ above) and the implications arising from the Better Care Fund,  business 
planning for 2015/16 will need to address a range of other key factors, such as: 

• NHS required national efficiency requirement  - it is anticipated that a 4.5% 
efficiency requirement will be built into tariff, as a tariff deflator, that will need to 
be delivered in 2015/16. 

• Requirement to deliver minimum of 1% surplus  – the gap to achieving this 
will be dependent on the underlying financial position in 2014/15 and the scale 
of the improvement plan for 2015/16. 

• Contingency requirement  – it is anticipated that the Trust will be required to 
hold a 1% contingency reserve in mitigation of in-year financial risk. 

• Marginal rate for emergency admissions  (MRET) – 70% tariff reduction for 
activity above the 2008/09 threshold is likely to continue into 2015/16 in 
advance of a new payment regime for unscheduled care in 2016/17. 



• Commissioning QIPP & CQUIN – requirements are likely to continue.  
• The requirement to develop robust plans for seven d ay working. 
• Medical equipment/capital infrastructure – we need to refresh our 

infrastructure and invest in a new clinical information system.  
• Fines and penalties regime – likely to continue and potentially increase.  
• Inflation  - assumptions will be refined and tested as the budget setting process 

progresses, both in terms of the receipt of additional central guidance and from 
local testing. 

• Other tariff price changes and unfunded, but prescr iptive, changes – e.g. 
potential reduction in renal tariff, potential prescriptive restrictions on car 
parking charges. 

 
6 2015/16 Key Opportunities 
 
Whilst the financial landscape has deteriorated, there remain a range of opportunities 
to drive internal change.   These include: 

• Resolving unscheduled care & achieving patient ‘flow’ across organisation. 
• Older people’s pathway. 
• Outpatient configuration. 
• Modernise workforce to be more flexible. 
• Consistent best practice clinical - Job Planning. 
• Consistent best practice clinical - Productivity. 
• Business development. 
• Medicines management. 
• Workflow (e.g. administrative flow, technology). 
• Supply chain (procurement). 
• Estate rationalisation. 
• Getting paid appropriately for everything we do. 
• Local management systems and controls. 

 
However, these will not be sufficient to meet the financial planning challenge for 
2015/16, which will require a reappraisal of the Trust’s long term clinical strategy and 
estates strategy, underpinned by strengthened demand and capacity planning, 
workforce planning and financial & efficiency plans. 
 
The Trust will need to engage with its partners on opportunities for further integration, 
potentially under revised contractual arrangements, such as, prime contractor models 
and population based capitation contracts. 
 
7 Recommendations 
 
In its approach to Business Planning for 2015/16 and in the longer term (five year 
planning horizon required by the DoH), The Board is asked to consider the wider NHS 
planning context, our local Clinical Commissioning Group (CCG) priorities and the 
Trust’s 2014/15 performance.  
 



A range of key challenges and opportunities have been identified and The Board is 
asked to consider these in terms of its priorities and any other factors which should be 
brought into account.  
 
A provisional planning and budget setting timetable, to 31st December 2014, is set out 
at Annex A.



Annex A: Provisional Timetable  
It is anticipated that, as in 2014/15, Monitor, NHS England and the TDA will be 
producing a system wide planning process for 2015/16, along with assumptions and 
timetable.   Once this has been received by the Trust a local timetable will be set out 
incorporated the milestones in setting a robust plan and supporting budgets for 
2015/16 by 31st March 2014. 
 
In the meantime, an provisional planning and budget setting timetable, to 31st 
December 2014, is set out below.  It is envisaged that this work will be coordinated 
through the Trust’s Operational Delivery Group’ (ODG), which meet fortnightly. 
 

Date (2014) Task Lead 

17
th

 September  Establish Trust ‘Capacity and Demand’ Group 

(done).  To meet fortnightly.  

Head of Transformation 

25
th

 September  Trust Board consider context and agreed local 

approach to 2015/16 business planning.  

Director of Finance 

September- November  Trust Long Term Financial Plan (LTFM) refreshed. Deputy Director of Finance 

October Executive/ODG develop outline 2015/16 business 

plan, reflecting broad strategic approach agreed 

by Board (25
th

 September).  

CEO 

31
st

 October 2015/16 Business Planning Packs issued to CSCs: 

• Finance (Quantum & Forecast) 

• Medical Workforce 

• Non-Medical Workforce 

• Activity – Demand 

 

• Capacity Metrics: 

o Beds 

o Theatres 

o Clinics 

o Diagnostics 

• Corporate CIP Themes 

• Capital 

Director of Finance 

 

Deputy Director of Finance 

 

Medical Director 

HR Director 

Head of Fin. Planning & Inc. 

/ Head of Performance 

Head of Transformation 

 

 

 

 

Head of Transformation 

Director of Redevelopment 

 

30
th

 November CSC first cut business plan CSCs 

5
th

 December Impact assessment of CSC first cut business plans Director of Finance 

5
th

 December Cash & Liquidity Head of Financial 

Accounting 

24
th

 December CSC second cut business plan CSCs 

The Trust’s internal Quality Impact Assessment (QIA) arrangements, coordinated via 
the Trust’s Programme Management Office, will be used as appropriate throughout 
the planning process.  


