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Recommendation 
 
At the 23 May 2016 meeting, the Board approved over £260 million of budgets 
delegated to Integration Joint Boards and £10.9 million for Outcome Frameworks were 
approved. 
 
The Board is asked to consider and approve the balance of the 2016/17 budget. 
 
 

 

Summary and Key Messages: 
 
To note the demographic and deprivation impact on service demand. 
 
The Chief Executive and Director of Finance have fully discussed the 2016/17 revenue 
plan with the Director of Health Finance and have agreed that the 2016/17 budget 
should be considered in the context of the three year transformational plan which will 
ensure best value.  We will be agreeing a package of tailored support with Scottish 
Government (additional skills and resources) to the Board, which will also require an 
agreed action plan by the end of September, and regular reporting on progress against 
agreed actions. 
 
In order to set a balanced budget for 2016/17, cash releasing efficiency savings of 
5.75% would be required, equating to £38.2 million.  A detailed review of budgets and 
services have identified efficiencies of around £25 million as being possible (including 
£2 million from national initiatives), however this still leaves a £13.2 million shortfall.  
Through a combination of tailored support and further work on national savings, we 
would expect to have a plan that will return the Board to Financial Balance.  This plan 
may include an element of financial brokerage from Scottish Government which, if 
required, would be repayable in future years. 
 

 

Glossary of Terms  
 

EVAR 
HEPMA 

Endovascular aneurysm repair 
Hospital electronic prescribing and medicines administration 
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1. Demographic and deprivation 

 
1.1 All service planning and demand management is informed by the demographic 

and deprivation profile of our population.  The current profile results in high 
demand for health and social care and is seen in the number of unscheduled care 
attendance 
 

1.2 
 
 

Our three year transformation plan informs our revenue planning in achieving a 
balanced health and social care system. 
 

2. Quality of Care Ambition  
 

2.1 Through our organisational purpose NHS Ayrshire and Arran has embraced this 
ambition with the firm commitment of “working together to achieve the healthiest 
life possible for everyone in Ayrshire and Arran”. The quality of health and care 
services is at the core of this commitment. 
 

2.2 Every programme of work within the organisation is underpinned by our Quality 
Ambition ensuring all patients and their families receive person centred health and 
care every time they use our services. 
 

3. Allocation and Funding Available for 2016/17 
 

3.1 At the Board meeting on 23 May 2016, the Board approved the budgets delegated 
to the Integration Joint Boards, amounting to £260 million.  These budgets include 
a requirement for 5% cash releasing efficiency savings.  The Board also approved 
on 23 May 2016 the budget of £10.9 million against the outcomes framework, 
which had 7.5% taken off at source by Scottish Government.  The Board has not 
yet been asked to approve a budget for acute services, or support services. 
 

3.2 In December 2015, the Cabinet Secretary for Finance and Local Government 
announced that the Health Budget would increase by 5.5%.  As a result, the NHS 
Ayrshire & Arran allocation will increase by £33.6 million, taking the baseline 
allocation to £669 million in 2016/17.  Out of the £33.6 million increase, it should 
be noted that £3.4 million is not new money and has been received for a number of 
years, leaving £30.2 million of new funding in 2016/17.   
 

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

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

 Amount to be passed to the Integration Joint Boards for social care = 
£19.33 million. 

 
3.4 The Scottish budget saw responsibility for funding alcohol and drug partnerships 

fully passed to the Scottish Government Health and Social Care Directorate.  The 
funding allocated to Boards for alcohol and drug partnerships is around £15 million 
less than previous years and Health Boards are required to meet the difference 
from the core allocation.  This will mean that £1 million will be a first charge against 
the £10.86 million uplift.  This leaves funding available for health cost pressures of 
around £9.86 million. 
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4. Spend profile 
 

4.1 The Board budget for 2016/17 (excluding family health services, GP fees and other 
ring-fenced allocations) is around £669 million.  Based on 2015/16 spend including 
ring fenced budget such as those in the outcomes framework, the pie chart below 
shows the main components:  

 

Staffing
55%

Drugs
18%

Supplies
7%

Property
5%

Externals
15%

2015/16 spend

 
 
  55% staffing pay costs (£377 million) – of this over £10 million is agency staff; 

 18% drugs prescribed in primary care and hospitals (£121 million); 

 15% externals (eg service level agreements, resource transfer) (£102 million); 

 7% other supplies (£46 million) eg surgical supplies (£24 million), diagnostic 
and labs (£4.4 million), equipment and IT maintenance (£2 million); and 

 5% property (£37 million) eg PFI (£5.1 million), capital charges (£16 million), 
rates (£3.7 million), energy (£5.9 million), backlog maintenance (£3 million). 
 

5. Pay cost pressures 
 

5.1 Around 55% of total costs in 2015/16 are staffing costs and for 2016/17 there is a 
wage rise of 1% for staff, a higher increase for low paid workers and, in addition, 
incremental drift as people progress up their pay scale.  A greater cost pressure 
than this is the abolition of the state second pension which increases the Board’s 
national insurance contributions by 3.4% as the Board is no longer “contracted 
out” and therefore the wage bill increases by around 2% in 2016/17 for national 
insurance cost pressures. 
 

5.2 Table 1: Summary of Pay  
 

Pay cost pressure £000

1% pay increase 4,400

National Insurance 7,000

Incremental drift 2,000

Band 1 170

Discretionary points 300

Health & Social Care Management Costs 303

TOTAL 14,173  
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6. Medicines cost pressures 
 

6.1 Over the last three years expenditure on primary care prescribed medicines has 
risen by around 3.5% per annum while the cost of new drugs prescribed in 
secondary care have been rising by 12% per annum.  In 2015/16 the availability 
of over £6 million from the New Medicines Fund assisted non-recurringly, 
however this funding source reduces in 2016/17 and will be fully utilised by new 
expensive drugs approved for rare conditions and end of life treatment.  There 
are two main drivers behind the primary care prescribing increase:  
 

 Volume and price increase anticipated to be 6.8% in 2016/17 

 2015/16 cost pressures which were able to be met non-recurringly from 
the New Medicines Fund in that year. 

 
6.2 Table 2: Summary of Funds Required for Medicines 

 

Medicines cost pressure £000 

Primary Care Prescribing 9,783 

Hepatitis C 157 

Multiple Sclerosis 1,600 

Anticoagulants 600 

Anti-TNFs 500 

Other drugs 800 

Total 13,440 
 

 
7. 

 
Prior commitments 
 

7.1 A key focus and priority has been to take forward a redesign of unscheduled 
care.  In 2016/17, £2.45 million of  investment (in table 3) supports the staffing 
and facilities costs of the assessment unit at University Hospital Crosshouse, 
which opened in May 2016 and the new A&E department at Ayr, which opened in 
February 2016. This supplements the investment in 2014/15 and 2015/16 of 
some £2.5 million recurringly in Local Unscheduled Care (LUCAP) capacity, and 
Building for Better Care to address increasing demand. 
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7.2  Table 3: Summary of Prior Commitments  
 

2016/17

£000

Local Developments

LUCAP 552

Building for Better Care – facilities costs 830

Building for Better Care – additional nursing 640

A&E nursing 217

Assessment unit reception 25

Pharmacists in assessment unit 169

Aseptic Dispensing 17

Surgical admissions unit facilities cost 35

Full year cost of medical posts last year 131

Rota Administrator and Manager 60

Meningitis B Vaccine 112

Automated Lone Worker System 15

Local Developments SubTotal 2,803

Regional Developments

Glasgow costing model – increasing referrals 236

Radiotherapy 61

Optimal reperfusion 350

Robotic surgery 259

Regional Developments Sub Total 906

National Developments 

Children’s hospice 25

Musculoskeletal advice and triage service – NHS24 27

Cancer Treatment Helpline 16

National Services 784

National Developments Sub Total 852

TOTAL 4,561

Issue

 
  
8. Clinical cost pressures 

 
8.1 The Board meets the cost of treatments to Ayrshire and Arran residents by other 

Health Boards, which in 2015/16 amounted to around £55 million.  Around £36 
million of what used to be called resource transfer is transferred to Integration 
Joint Boards for care in the community. 
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 Table 4: Summary of Unavoidable Clinical Cost Pressures 
 

External service level agreements 3,953

Resource transfer 1,876

Primary care premises 125

Endovascular aneurysm repair (EVAR) 123

Hospital electronic prescribing and 

medicines administration (HEPMA) 66

Hospital Eye Service 47

Audiology 80

Audiology Implants 137

Lymphoedema products 52

Ward based Supplies 400

General supplies inflation 1,220

Other Acute Supplies 310

Ayrshire Hospice 56

Opiate replacement therapy 230

Podiatry single use instruments 40

Community equipment bank 150

TOTAL 8,865  
  
9. Unavoidable non clinical cost pressures 

 
9.1 Inflationary pressures on contracts such as maintenance agreements, private 

finance initiative leases and computer software licences are unavoidable. 
 

 Issue £000

Energy related 54

Private Finance Initiative inflation 77

Rates, Water, Council Tax etc 166

Insurance Premium 15

Specific supplies inflation 120

Clinical Waste cost increase 79

Postage increase 16

Maintenance agreements inflation 143

Laundry 39

Computer licences 153

Loss of income – Brooksby 24

TOTAL 886  
 
10. 

 
Workforce 
 

10.1 The Board has received papers in 2015/16 regarding workforce challenges and 
these are reflected in the revenue budget.  Medical workforce requires additional 
doctors in training and middle grade doctors to be able to provide safe rotas and 
extra programmed activities for consultants.  A specific area for investment is 
radiology where increased demand required redesign but also investment of £1.5 
million. 
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10.2 Table 3 above shows £857,000 of nursing workforce expansion to staff the new 

assessment units; however the nursing workforce tool and professional 
judgement would indicate a need to invest a further £3.1 million in nursing for 
high dependency wards and maternity.  This investment is proposed in principle, 
but is subject to further discussion. 

  
 Pressure £000

Workforce costs 

Doctors in training 909

Middle grade doctors 187

Consutant extra programmed activities 197

Radiology 1,500

Public Health – Health Protection Team 174

Continence nurse to continue Kidney Kids service 25

Nursing 3,100

Family Nurse Partnership (30% reduction in funding 

from Scottish Government)

41

Total 6,133  
  
11. Summary 

 
11.1 Cost Pressure £000

Pay 14,173

Medicines 13,440

Prior commitments 4,561

Clinical 8,865

Non-clinical 886

Workforce 6,133

Total 48,058  
  
11.2 The additional allocation available to meet these cost pressures of £48.06 million 

amounts to £9.86 million.  Efficiency savings of £25 million (around double that 
achieved in 2015/16) are targeted, however this leaves a deficit of around £13.2 
million in 2016/17.  Scottish Government have offered tailored support (skills and 
people) to assist the Board in the identification of further savings in 2016/17.  To 
the extent that the agreed action plan cannot meet the deficit, Scottish 
Government will discuss the need for brokerage which will be repaid in future 
years. 
 

12. Transformational Change 
 

12.1 NHS Ayrshire and Arran is committed to working with the three Health and Social 
Care Partnerships as a whole health and social care system to ensure the 
delivery of sustainable, high quality services as well as achieving financial 
balance.    
 

12.2 To achieve the aims set out in the National Clinical Strategy and Working 
Towards 2020 Vision we are currently reviewing how all services are delivered to 
meet the needs of the population. Transformational change programmes are 
underway which will inform the three year service and revenue plan. 
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13. Risks 
  
13.1 Details of the efficiency savings by directorate are shown in Appendix 1 along 

with a risk assessment.  A significant proportion of the efficiency savings 
deducted from the budget of the three Health and Social Care Partnerships are 
yet unidentified. 
  

13.2 
 
 
 
 
 
 
13.3 

As well as the recurring cost pressures identified above, a further £10 million of 
non-recurring cost pressures in 2016/17 have been identified.  £4.5 million of this 
is in relation to overspend against medical staffing budget due to the use of 
medical locums and a further £1.7 million relates to non-recurring mental health 
costs associated with the move of patients to Woodland View.  Discussions are 
ongoing with Scottish Government on financial flexibility to assist with these.   
 
No financial provision has been made for additional unscheduled beds (which 
would require to be commissioned through the Integration Joint Board strategic 
plans) or for recurring investment in planned care capacity. 
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Monitoring Form 
 

Policy/Strategy Implications 
 

The Financial Plan supports the Local Delivery Plan 
(NHS Ayrshire and Arran’s contract with the Scottish 
Government).  It will have implications throughout the 
organisation.   

Workforce Implications 
 
 

The Workforce Plan is due to be submitted to Scottish 
Government by the end of June 2016 and will reflect 
efficiency saving requirements.   

Financial Implications 
 
 

A risk-based approach has been adopted for both 
cost pressures and efficiency savings.  Certain cost 
pressures are unavoidable and these exceed the 
additional funding available.   
 

Consultation (including 
Professional Committees) 
 

Corporate Management Team, Performance 
Governance Committee, NHS Board. 

Risk Assessment 
 
 

Significant risk related to delivery of high amount of 
efficiency savings and further required to get back to 
recurring balance. 

Best Value 
 

Best value themes are considered throughout the 
paper. 

 
- Vision and leadership 

 

- Effective partnerships  
- Governance and 

accountability 
 

- Use of resources  
- Performance management  

Compliance with Corporate  
Objectives 

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

Single Outcome Agreement 
(SOA) 

Partnership working with local authority colleagues is 
woven throughout the revenue plan 

Impact Assessment 
Risk assessments are carried out on the efficiency plans. 
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Appendix 1 
 
 

 
 

Low risk Medium risk High risk

Unidentified 

saving Total

    £     £     £     £      £
Chief Executive (incl PP&P) 110 110

Acute (incl drugs, procurement, supplies, external SLAs) 8,446 520 8,966

East 460 1,254 1,714

North 480 2,871 3,351

South 682 603 222 742 2,249

Primary care Prescribing 2,631 2,631

Pharmacy Directorate 0

Medical Director 60 60

Nurse Director 50 50 126 226

Finance Director 101 76 177

Director of P&ORD 93 93

Information and clinical support 204 61 265

Public Health 180 180

Energy 708 708

Blood products 300 300

Capital charges 2,000 2,000

LOCAL TOTAL 16,505 1,310 348 4,867 23,030

National initiatives 2,000 2,000

2016/17 EFFICIENCY SAVINGS BASE

 
 
 


