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Recommendation 
 
The Board is asked to note the position regarding funding for 2016/17, to approve a 
rollover of existing budgets into 2016/17 and to receive an updated 2016/17 budget for 
approval at the Board meeting on 23 May 2016. 
 

 

Summary 
 
In December 2015 the Finance Secretary announced that the Health budget would 
increase by 5.5%.  As a result the Board allocation will increase by £33.6 million in 
2016/17.  There are two main elements of how the allocation will be used, as described in 
the key messages. 
  
Key Messages: 

 An allocation uplift of £10.86 million is available to fund health cost pressures. 

 £19.33 million will be transferred to the Integration Joint Boards in accordance with the 
agreement between Scottish Government and Local Government to support social 
care. 

 It should also be noted that a first charge against the general allocation uplift of 
£10.86 million will be £1.1 million resulting from a change in Scottish Government 
funding of Alcohol and Drug Partnerships. 

 A number of previously earmarked allocations valuing £170 million will be issued as 
part of an outcomes bundle.  The value of this bundle is 7.5% less than 2015/16 
funding. 

 

 

Glossary of Terms  
IJBs 
NRAC 
SGHSCD 

Integration Joint Boards 
National Resource Allocation Committee 
Scottish Government Health and Social Care Directorates 
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1. Situation 

1.1 The Board baseline allocation will increase by £33.6 million in 2016/17 to 
£669 million.  £3.4 million of this is not new money as it has been received for a 
number of years.  £10.86 million of the uplift is available to fund health cost 
pressures due to two thirds of the uplift being earmarked by Scottish Government 
for social care. 
 

2. Background 

2.1 The draft Scottish budget was published on 16 December 2015 and announced that 
in 2016/17 the Scottish Government would pass on to health boards the full Barnett 
consequentials of the health settlement in England.  These amount to £397 million 
and in addition, Scottish Government will supplement this by transferring £50 million 
of capital to revenue and releasing savings from central budgets.  Part of this 
“central saving” is achieved by taking off at source 7.5% saving from £170 million of 
earmarked allocations to Boards. 
 

2.2 The baseline allocation increase for territorial boards in 2016/17 is £476 million, 
which equates to 5.5% of their budget.  It should be noted that 0.5% (£49 million) of 
this is not new money to boards and related to including in the baseline allocation 
money given for the last seven years for specialist children’s service and more 
recent allocations for delayed discharge.  £30 million of the uplift is also dedicated to 
moving Boards toward NRAC parity and NHS Ayrshire & Arran do not receive a 
share of this as our population is reducing therefore we are above NRAC parity. 
 

2.3 The allocation increase in 2016/17 for NHS Ayrshire and Arran has two components 
as shown below: 
 

 General allocation uplift in line with inflation (1.7%) = £10.86 million 

 Amount to be passed to IJBs for social care = £19.33 million. 
 

In addition to the two main components of the 2016/17 allocation the Board should 
be aware  of two further elements of the 2016/17 allocation: 
 

 The draft Scottish budget saw responsibility for funding alcohol and drug 
partnerships fully passed to the SGHSCD.  The funding allocated is less than 
previous years and Health Boards are required to meet the difference from 
the core allocation. This will mean that £1.1 million will need to be taken from 
the £10.86 million. 

 A number of previously earmarked allocations will be issued as part of an 
outcomes bundle.  The value of this bundle will be 7.5% less than 2015/16. 
For NHS Ayrshire & Arran we will receive £170 million which is approximately 
£1 million less than 2015/16. 

 
3. Assessment 

3.1 Health cost pressures for 2016/17 include over £15 million of pay cost pressures 
(half arising due to changes in national insurance), over £15 million in medicines 
cost increases and £4.6 million of prior commitments such as new build facilities at 
Ayr and Crosshouse.  In addition, there are unavoidable clinical cost pressures, 
medical staffing overspends which require funding and inflationary pressures on 
private finance initiatives, rates, maintenance agreements etc. 
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3.2 Most of the health cost pressures will require to be met from cash releasing 

efficiency savings.  The Corporate Management Team have been working through  
a risk impact approach to support decision making which builds on the Board’s risk 
appetite statements.  This will inform the revenue recommendations that will be 
brought to the Board.  This is a detailed process and therefore has not been able to 
be completed by the March Board meeting.  
 
 

4. Recommendation 

4.1 The Board is asked to note the position regarding funding for 2016/17, to approve a 
rollover of existing budgets into 2016/17 and to receive an updated 2016/17 budget 
for approval at the Board meeting on 23 May 2016. 
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Monitoring Form 
 

Policy/Strategy Implications 
 

Outcomes Framework and Local Delivery Plan targets 
to deliver. 

Workforce Implications 
 
 

Workforce cost reductions are likely to be a part of 
cash releasing efficiency savings. 

Financial Implications 
 

A balanced budget cannot currently be set for 2016/17. 

Consultation (including 
Professional Committees) 
 

Paper has been considered at the Performance 
Governance Committee and Corporate Management 
Team. 

Risk Assessment 
 

Risk impact statements prepared for efficiency savings. 

Best Value 
- Vision and leadership 
- Effective partnerships 
- Governance and 

accountability 
- Use of resources 
- Performance management 

 

Governance and accountability. 

Compliance with Corporate  
Objectives 

Deliver efficient and effective services within budget 
and to develop a culture of continuous improvement. 

Single Outcome Agreement 
(SOA) 
 

Alcohol and Drug Partnership targets. 

Impact Assessment 

Not applicable at this stage. 

 


