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Sutton and Merton Primary Care Trust 

120 The Broadway 
Wimbledon
London 
SW19 1RH

Tel: 020 3458 5501
Email: chief.executive@smpct.nhs.uk 

16 July 2010
Dear Better Healthcare Closer to Home partners
NHS Sutton and Merton:  Better Value programme
As you know, the UK public sector faces considerable financial challenges in the current economic climate, and whilst health spending has been ring-fenced by the Government, levels of growth will be considerably lower in future years.  As a result, the NHS as a whole needs to make £20 billion in efficiency savings over the next four years.  I have received a number of queries about what this means for NHS Sutton and Merton, and am writing to update you on the work we are doing locally to ensure that we manage the pressures we are facing and get best value for tax payers’ money.
As you may have read in the White Paper on Health published this week, Primary Care Trusts (PCTs) will have an important task in supporting GP consortia to take the lead on commissioning.  NHS Sutton and Merton faces significant and complex financial challenges due to an increase in the number of people being admitted into our acute hospitals in South West London, an ageing population and the rising costs of drugs and treatments.  To manage our budget, we are developing a £33 million ‘Better Value’ programme this year, which involves action in three main areas:
1. We are working with GPs to manage the demand for expensive hospital treatment, so that more people are treated effectively outside of hospital.  This is better for patients and makes our resources go further.  

2. When patients do go into hospital, we need to do more to manage their admission, treatment and discharge more effectively.

3. We are working with local hospitals to better manage and monitor our contracts for patient volumes and activity.

We are also reducing our management costs and in the current year we have already released £2.5 million in this area.  
We are conscious that public service partners are also facing financial constraints and we are committed to working in partnership with them to ensure that our plans make sense as whole.  
Within the current economic climate, we also need to work with local GPs to carry out a stocktake of the planned expenditure across all aspects of the organisation’s work, including the local care centres planned through the Better Healthcare Closer to Home (BHCH) programme.  The Terms of Reference for the BHCH stocktake are attached.  Over the next few months, we will be looking at whether we can reduce costs or deliver greater savings on the programme, while continuing to deliver quality services which provide greater productivity and efficiency.  It is essential we ensure the proposals improve patient outcomes, consider patient choice, and are based on sound clinical evidence.

The review is not looking at the phase one re-development of St Helier.  We recognise this is a priority, which is widely supported by local people, GPs and other clinicians.  Government approval for the outline business case has recently been given.  We are therefore working closely with Epsom and St Helier University Hospitals NHS Trust to ensure that the full business case for the development is delivered as quickly as possible.  I would also like to stress that construction of the £13 million Wallington Local Care Centre, which will open its doors to patients in 2011, is already underway, and will continue as planned.

We expect the review to take around three months, and further engagement will be undertaken with public and patient representatives during this time.  We will keep you updated with progress of the stocktake, and I will send you more details on the Better Value programme over the next few weeks.  In the meantime, if you have any queries, please do not hesitate to contact our Communications team (communications@smpct.nhs.uk or 020 8251 0458).
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Yours sincerely

Bill Gillespie

Chief Executive
Distributed to:

PCT Commissioning Board

PEC
CEO – ESH, 
Sam Jones 

CEO – SWLSG, Judy Wilson

Paul Burstow MP
Tom Brake MP
Stephen Hammond MP
Siobhain McDonagh MP
Merton Council Chief Exec, Ged Curran

Sutton Council Chief Exec, Paul Martin

Chair of Merton OSC, Cllr. Gilli Lewis-Lavendar

Chair of Sutton OSC, Cllr. Myfanwy Wallace

Merton Council Leader, Cllr. Stephen Alambritis

Sutton Council Leader, Cllr. Sean Brennan 

Sutton Health portfolio holders

· Neil Talbot

· Dr. Adi Cooper

· Cllr. Stuart Gordon - Bullock

· Cllr. Colin Stears

Merton health portfolio holders
· Cllr. Linda Kirby 

· Simon Williams

LINks chairs
Chairs of local area committees
Chair of Nelson Reference Group
Chair of Mitcham Cricket Green Community Heritage Group
Chairs of PBC groups/ICOs
PPE reference group
Merton Local Committees
· Colliers Wood Community Forum
· Mitcham Community Forum
· Morden Community Forum
· Wimbledon Community Forum
· Raynes Park Community Forum
Sutton Community Forums
· Carshalton and Clockhouse Local Committee
· Beddington and Wallington Local Committee
· Sutton Local Committee
· St Helier, The Wrythe and Wandle Valley Local Committee
· Cheam North and Worcester Park Local Committee
· South Sutton, Cheam and Belmont
Better Healthcare Closer to Home - Local Care Centres: Programme Stocktake

Issue

1. The NHS as a whole faces significant financial challenges, with constraints on health spending for the foreseeable future.  With NHS Sutton and Merton facing major financial pressures, the time is right to take stock of planned expenditure across all aspects of the organisation’s work, including the local care elements of the Better Healthcare Closer to Home (BHCH) programme.  The PCT is committed to working with Epsom and St Helier University Hospitals NHS Trust (ESH) to take forward the development of the full business case for the St Helier development, following the Ministerial announcement in March that the St Helier outline business case had been approved and confirmation by the Chief Secretary to the Treasury on 17 June that the scheme would go ahead.

2. This document sets out the scope of a piece of work to take stock of the local care elements of the BHCH programme to provide assurance that it is affordable and provides best value for money for NHS Sutton and Merton.  This will include:

· Undertaking work to confirm the robustness of the original BHCH financial models; and
· Testing the current shape and scale of the programme to establish whether changes to the programme could reduce its cost or deliver greater savings.

Background
3. The UK public sector faces considerable financial pressures in the current economic climate, and the NHS as a whole needs to make between £15 billion and £20 billion in efficiency savings over three years from 2011 to 2014.  NHS Sutton and Merton faces significant and complex financial challenges, and has a cost improvement programme (CIP) in the region of £33M, with overall financial risks exceeding £40M. In light of this, NHS Sutton and Merton is taking urgent and radical steps to ensure that strategic spending plans, such as BHCH, will support the requirement to achieve financial balance in forthcoming years. 
4. The BHCH programme is an ambitious programme with a long history.  Extensive work has been undertaken over the last two years to build a genuine consensus for change around the proposals set out in the business cases.  However, the economic environment means it is right that NHS Sutton and Merton should look carefully at the implications of this major capital expenditure programme.  It is anticipated that searching questions will be asked by NHS London before approval of LIFT Stage 1 business cases can be given. 
Approach
5. It is proposed that a stocktake is undertaken, with the support of local GP commissioners.  BHCH has had extensive GP input throughout its history and, with the new policy emphasis on GP commissioner support and leadership, this will be key to the stocktake.  Further engagement will be undertaken with public and patient representatives and groups across Sutton and Merton to test and refine the approach and proposals. 

6. The stocktake will take close account of the four key areas identified by the Secretary of State as critical in the development of service reconfiguration plans.  These areas, described by Sir David Nicholson in his letter to all NHS Chief Executives in May are that:
· Support from GP commissioners will be essential;

· Arrangements for public and patient engagement, including local authorities, should be further strengthened;

· There should be greater clarity about the clinical evidence underpinning proposals; and

· Proposals should take into account the need to develop and support patient choice.

7. Progress and findings of the stocktake will be considered by the PCT Board and informed by the views of the PCT Commissioning Board, which is made up of the clinical and managerial leads of all the Sutton and Merton practice-based commissioning groups, together with PCT commissioners, LINks and other representatives.
8. It is also recognised that Epsom and St Helier Hospitals Trust, South West London & St George’s Mental Health Trust, and the South West London Sector have an interest in proposed changes to the programme, and that progress and findings will need to shared with both Trusts and the sector.
Scope
Confirming robustness of the original financial models
9. The scope of work to confirm the robustness of the original financial models includes:
· Refresh and validate financial model prepared for OBC submission in 2008/09;

· Financial models to be updated to reflect latest data and any changes to assumptions e.g. rebase to 2010/11, use latest activity shift assumptions from 2010 clinical workshops;
· Additional scrutiny of refreshed financial model to double-check that all variables that could affect the financial modelling are fully and appropriately captured e.g. PBC groups moving to fair-shares commissioning allocations.

10. Given the work ongoing in the PCT to develop a financial recovery plan, it is also essential that a parallel piece of work is undertaken with ESH to establish the impact that this has on their modelling assumptions. Similar work will also have to be done with South West London and St George’s Mental Health Trust.
Testing the shape and scale of the programme

11. A range of changes to the shape of the BHCH programme should be considered to identify if those changes could reduce the cost of the programme or increase the savings it delivers.  The existing proposal for four local care centres (LCCs) and an Intermediate Care Centre (ICC) will be considered to be the ‘no-change’ option, and the starting point for any change.  Specific changes to be modelled may include:
a) Three Local Care Centres (LCCs) instead of four.  Under this scenario it is assumed that the Wallington and St Helier LCC would proceed.  The options under review would be either: 

i. Not proceeding with Nelson LCC, or

ii. Not proceeding with Wilson LCC.

b) Two LCCs. Under this scenario it is assumed the Wallington LCC would proceed.  The options under review would be: 

i. Not proceeding with Nelson LCC,

ii. Not proceeding with Wilson LCC, or

iii. Not proceeding with St Helier LCC.
c) Intermediate Care Centre (ICC) – in this scenario intermediate care would be commissioned directly from a provider who would also have responsibility for providing appropriate intermediate care accommodation to deliver the proposed model of care, rather than building an intermediate care centre on the Wilson site.

d) Refurbishment – it is possible for any of the proposed LCCs to be developed in refurbished accommodation (in the existing buildings at St Helier Hospital, Nelson Hospital or Wilson Hospital) and the financial impact of refurbishment rather than new build should be explored for every scenario.

e) Other ways to improve cost effectiveness delivered by the programme e.g. phasing the proposed developments, more aggressive shift out of acute, delivery at significantly less than tariff in many services, using LCCs more intensively(e.g. 12/7 working, reducing space requirements further), maximising disposals (e.g. the Green Wrythe Lane portacabin site), and generating income from the developments in other ways. 

12. In considering which options to review the following assumptions have been made:
a) Wallington LCC will proceed in any scenario as it is already under construction.

b) When considering not to proceed with an LCC, the review will explore how existing primary care estate could be used or developed to provide some of the LCC

services and to maximise the amount of activity undertaken closer to people’s own homes.

c) St Helier LCC would proceed in a three-LCC scenario – this would make sense given the geography of the patch (resulting in LCCs in the north, south and centre of the patch) and given the fact that St Helier LCC will have the largest flow-through of activity, and that the outline business case has had approval for Public Dividend Capital from the Treasury.  In a two-LCC scenario Wallington will proceed and the merits of proceeding with one of: Nelson, Wilson and St Helier would be considered.

13 The wider financial implications of change should be included in the analysis e.g. other expenditure that could be required in primary care estate, other opportunities for primary care development, additional programme costs generated by delay to the programme, and consistency with commissioner support for the St Helier phase 1 business case.  

14 The procurement route for the schemes has already undergone rigorous testing.  If the PCT continues to lead the procurement process then the approved route is considered the most cost-effective and is therefore excluded from the scope of this review.  This does not, however, necessarily exclude other innovative procurement solutions (where the PCT is not the lead) being considered.

15 Subject to the outcome of the stocktake, consideration will be give to the need for any further formal public consultation on the proposals.

Timing
16 It is proposed that the stocktake is completed within a three month timeframe.  A timetable for completion of the stocktake is being developed.
