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Disclaimer

The productivity improvement and cost reduction cases described
in this document are examples for each PCT, Trust or other health
body to explore according to their local context and situation

In no case does this documents reflect a set of imposed
directions/actions which the SHA is "telling you to take"
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HfL identified a number of areas where the current healthcare system
could be improved

1. Health and healthcare are not as good as they could be in London

2. As a result, the NHS is not meeting Londoners' expectations

3. Across London there are big inequalities in care

4. There are opportunities to explore different delivery models, i.e., the hospital is not
always the answer

5. There is a need for concentrating specialised care

6. London should be at the cutting edge of medicine

7. The existing workforce and estate are not being used effectively

8. There is an obligation to make the best use of taxpayers' money

^SoyTp6£ ij-HL 1^^j^^\N^iQ^^d^fj:3!^&/ life
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Proposed changes in clinical care pathways

Birth

Staying
healthy

LTC

Acute

Planned

care

End of

life^

(3) Women should be offered choice of home birth, midwife-led or obs-led care
® Obstetrics units with at least 96 hrs/week consultant cover
@ Every obstetrics unit should have a co-located midwifery unit
@ 1:1 midwife-led care should be provided in labor within existing resources
©Antenatal and some postnatal care should be provided in local dedicated hubs

(eh More should be invested in proven health improvement programs
m The NHS should play a greater role in improving the health of its employees
® All health professionals should be incented to improve health at each interaction
(9) Need for more partnership working to help people stay healthy

© Integration of community and secondary care services
(0) Pro-active primary care to reduce emergency admissions

Develop London-wide best practice Care Pathways for different LTCs
Routine diagnostics provided in a community setting

© Improve access through local 24/7 urgent care centers with doctors on-site
@ A single point of contact (by telephone) for urgent care
d| Centralization and networks for Major trauma, Ml, and Stroke
@ Dispatch and retrieval protocols for LAS need to be aligned with centralization
@ More specialized inpatient care should be centralized into major acute hospital
(f§ Shift less complex surgery, diagnostics, and outpatients out of acute hospitals

Better use of the day case setting for many procedures
Improve community-based services (e.g., community nursing)

Commission end-of-life service providers to co-ordinate end-of-life care
People have an end-of-life care plan, including preferences on place of death
All organizations should meet good practice (e.g., gold standards framework)
Greater investment to support people to die at home
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6 delivery models to improve the quality of care in London

Home

There is increasingly
potential to provide care in
people's homes, including
specialist care, rehab and
support for long term
conditions

Polyclinic/polysystem

Polyclinics provide the
infrastructure for a

polysystem to shift hospital-
based care into a more local

setting, and improve existing
GP and community care and
social services

Local hospital

Local hospitals provide non-
complex inpatient and day
case care in the local setting,
ensuring patient access and
convenience without

sacrificing quality
of care

Elective centres

Elective centres focus on

specific types of activity and
exclude emergency work to
be more productive and
produce better clinical
outcomes

Major acute hospital

Major acute hospitals enable
co-location and critical mass

of specialist services to
maximise clinical quality and
efficiency, some being a hub
for teaching and R&D

Specialist hospital

Specialist hospitals retain
established infrastructure,
expertise and focus to
deliver leading-edge
complex services in a
specific area

I 6



Polysystems were seen as core to out of hospital care delivery - different
options for location and organisation

2 locations for polysystem

Collocate with every
hospital

Front door to ATE

Free standing location
community

Additional locations

than existing

3 options for organisation

Federated model,
providing common
services to existing
practices

Co-located model

multiple practices
collocate to access

services

Merger model, multiple
practices combine into 1
large practice
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Eight enablers were identified as critical to delivering HfL

1. Commissioners need to be better able to commission high-quality services based on their
population's needs, mainly by developing strengthened commissioning structures, roles
and arrangements, with robust performance management

2. Strong individual and organisational incentives need to be developed through both the
provider and commissioner angles to ensure delivery of high-quality and efficient care

3. Better communications are needed to better engage the public and other key stakeholders

4. Clinical leadership needs to be improved, by identifying the best leaders and ensuring they
are properly developed, supported and incentivised

5. Better information and IT related to service performance and patient care will improve care
quality and efficiency

6. The workforce needs to adapt to the new delivery model by shifting to the local setting and
changing their roles, skills and contractual arrangements, and promoting greater mobility

7. London needs to manage estates better, by understanding the skills needed and partnering
with appropriate experts, and better accessing capital

8. A diverse range of potential ownership models (including those involving non-traditional
providers such as the third sector and private sector) to improve risk, innovation, flexibility
and productivity needs to be examined

;fIF



The core proposals of HfL were expected to improve quality of care AND
reduce the costs of care

Core proposals of HfL to improve
quality

Improved access to urgent care services in
the community to reduce use of A&E and
admission to hospital

Improved management of long term
conditions through better coordination of
primary and community care services

Consolidated model for provision of
primary and community care over
population of- 50Kto provide more
integrated care

Integration of primary and community and
secondary care and shifts of care out of
hospital closer to home

Centralisation of complex services onto
major acute sites

Source: Hfl_"A Frameworkfor Action",2007

Levers to reduce costs of care

Reduced "double running costs" through single
point of access to urgent care (merged MIUAA/IC,
GP out of hours, GP in hours)

Reduced costs of clinical staff through improved
utilisation and role substitution from doctors to

nurses/AHPs - underpinned by management of
care across larger populations

Reduced costs of overheads (receptionists.,
premises) through improved utilisation
Shift of care out of acute sector into non acute

sector where appropriate

De-commissioning of some services

Increased scale, efficiency and quality from
centralisation contributes to expected tariff
reductions



ORIGINAL HFL

The economic analysis of HfL concluded that it was more affordable than
the status quo...

Funding

2016/17

Resource

allocation

Projected funding
Match of target
capitated allocation
2.4% real growth
from 2005TJ6to

2016/17

* All igures in real terms, 2005/06

Source: Outcomes of PCT allocation projections & activity and spend forecasts

Spend under low growth scenario Baseline scenario

£11.6bn

2016/17 Spend
- Status quo

£10.9bn

r~~£0.4bn '

£10.5bn

2016/17 Spend
-Alternative

model

Low growth scenario
Growth in line with Demographics +
impact of changing Prevalence rates
for selected long-term conditions

£14.5bn

2016/17 Spend
- Status quo

£13.6bn
I or, r-i 1

£13.1bn

2016/17 Spend
-Alternative

model

Baseline scenario

Historical growth rates over and above
demographics exceptf or A&E

,50% Implementation
!.__' of shifts in care to

new setting

High growth scenario

High growth scenario
Growth rates higher than historical due to
improved access and pace of
technological development

| 10



ORIGINAL HFL

...with the projected savings primarily driven by improved care out of
hospital supported by implementation of polysystems

Driver of savings

Area

Savings, Decomm- Improved
£m issioning efficiency'

Inpatients 415

Regular attenders 10

Outpatients 193

A&E 110

Community 330

Primary 415

Total (£m) 1,473

S

y

s

s

^

Shift out Improve m'ent
of acute ofLTC**
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V
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<*1!

Over the |^f months significant progress has been made on HfL
implementation

1 \
Successful consultation, Consulting the Capital, which validated

Ythe Healthcare for London vision

Established central support team and high profile and highly
<Ssuccessful Clinical Advisory Group

Proposals for designation of major trauma and stroke
Vcentres out to consultation

Detailed plans for the imminent opening of seven new
polyclinics V^

Initial projects included unscheduled care, diabetes, local
hospitals V

New projects kicked offon maternity, mental health,
children's and young people, end of life •

— - . . -^^^m^^^^^^^^^^ZZ

Source: Team analysis; Interviews 12
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However, interviews carried out during the HfL implementation review
identified a number of key challenges moving forward

The tipping point towards transformation has not
yet been reached

While some polyclinics have opened, the
current moderate shifts of care out of acute

have not yet transformed out-of-hospital care

Current projects (e.g., stroke, trauma) have not
^yet been 'cash-releasing' and instead appear to

be leading to 'additive' costs rather than
reconfigurations

Similarly, although hospital admissions have
started to stabilise they have not dropped to the
extent expected under HfL implementation

Some other HfL projects - including the original
projects on local hospitals, unscheduled care
and diabetes - have had more limited traction

and 'pull' from the system

There is some mismatch in ambitions - as

evidenced by PCTs' CSPs which are
incremental rather than radical in their approach

The capabilities to support large scale change
are not yet fully in place

Source:Team analysis; Interviews

With a number of barriers having been
identified

There is frustration with the overall pace of
change and frustration at large number of
small initiatives rather than fewer

transformational initiatives

You recognise that elements of the original
vision have been diluted and the change has
not been as dramatic as outlined in HfL

Significantly, the core principles (and
expected savings) of polysystems have
proven difficult to achieve with more focus on
the buildings rather than the changes to care
and behaviours.

Limited progress has been made on the key
enablers, which are widely-perceived as .
barriers to progress

Frontline lacks key capabilities and capacity
for implementation when set against
competing priorities and operational
challenges

I 15



For example, the rate of hospital admissions has not fallen to the extent
expected under HfL implementation

Total hospital admissions in London SHA region, 2004/5 to 2007/8

1,495,567
1,608,597

1,722,457 1,737,865

2004/2005 2005/2006 2006/2007 2007/2008

Source:The Information Centre (England), HES data 2004/5-2007/8 I 16



CAG identified the current barriers to progress

/ / /
•>

#

////f/4*V//4?'^°

Demographics &
Health Needs

NHS Next Stage
Review

System-level levers

Provider

Structures

Commissioning
Organisational

Change

Resources

Productivity -
Employment
Olympics
Expectations

Mental health

Poverty

Quality
Tariff& CQUIN —

National strategies
Evidence base

NICE changes

Competition
Workforce

Information

ICOs

GP-led health

centres

AHSCs

Mergers
bjito^s
Hub

SROs

WCC

PBC

Source: Healthcare for London Clinical Advisory Group; Team analysis
•CD *

-> CD
-• 1

>

Changes
outside

the NHS

largely
negative

>

9 NHS Next
5

3

Stage
Review

14

6

helpful

GDI Lack of

?»• progress

on

addressin

g system-

2 level

levers

1

CD
8

Positive

impact of
changes
yet to be
proven
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There is a recognition that the context of HfL has changed over
the last 18 months

Trends and developments affecting
London

@ Economy - The current economic
situation will put greater pressure on
the system, and London needs to
respond

(2) NHS Next Stage Review-
Opportunity not to be missed for
commissioners, providing new levers
for change

(3) Commissioning changes -
In London as an opportunity to address
capability and capacity issues

$%r$lS
Wm



In addition, the macroeconomic context has dramatically worsened in the
last 12 months

Bad news is everywhere ...

•Hi

SOURCE: BEA, team analysis

... and the numbers confirm the crisis in

the real economy

Real GDP growth
%

2006 2007 2008 2009

11
i i

| 19



The next spending review period from 2011/12 will be much tougHfeftWftlT'aE
potential funding gap of £10-15bn
£b. NHS England allocations and expenditure, 1999/2000
to 2013/14 estimated (nominal terms) - Allocations growth 1.5% p.a. (CAGR1)

•• Allocations growth 0% p.a. (CAGR1)

99/00 01/02 03/04 05/06 07/08

_ — — Spend:

Assuming funding allocation
grows between 0%- 1.5% from
2011/12 and current levels of

productivity and underlying
activity growth

09/10 11/12 13/14

Potential

gap of £10-15
bn by 2013/14

1 CAGR: Compounded Annual Growth Rate
2 2.5% inflation, except fordrugs 5.5%; activity growth based on 98-06 trend. Assumes spend and allocations balanced in 2009/10 and 2010/11
Note: Excludes NHS pensions (£14bn), Capital Expenditure (£4.5bn) and Excludes Personal Social Services (£1.5bn)

SOURCE: Department of Health Annual Reports, Operating Framework 2009/10 and 2010/11, team analysis 20



Declines in health care spend are typically observed
after a crisis across European countries Negative year-on-year

health care growth
within 2 years

%

Share of European countries experiencing negative year-on
health care growth within 2 years of negative GDP growth

Oil crisis

(1980-83)
Post-Soviet destabilization2

(1988-93)

41

"

\ / 59/

^V/ >—-- ^r

^^^^^^^mm^^^^^^^^

1 Austria, Belgium, Denmark, Germany, Iceland, Ireland, Luxembourg, Netherlands, Portugal, Spain, Sweden, Switzerland and UK
2 Belgium, Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Iceland, Italy, Norway, Poland, Portugal, Spain, Sweden,

Switzerland, UK

SOUR(3E:^)EdD^: m^



In the UK, after the private sector recession comes the public sector one
growth in public spend in real terms in the UK

Percentage increase after economy-wide inflation
%

LJ Total government spending

LJ Total government spending less social
security and debt interest

15 r

1973-74-Oil crisis

10
Early 1990s

-5 "

-10 L

Public spend substantially
squeezed after recession years

T-MCO'flfiCDSCOroO'rCMCO^lfiCDNcOfflOT-CNIcO^mCDNcoroOT-CNCOI-lfitDNcO
r^-_ h-_ r^-_ r*"-, r^-_ r^-_ r*-_ r^-_ r^_ oo_ oo_ oo_ oo_ oo_ co_ oo_ oo_ co_ oo_ o_ od_ cd_ cn_ cn_ a>_ cn_ cn_ cn_ cn_ o_ o_ o_ o_ o_ o_ o_ o_ o_
OT-(\|CO^lO(DNCOO)0^-C\l0^inCONCO©O^CNCOxrmCDNCOC5)0
NNNNNNNNNNCOCOCOCOcOCOCOcOCOCOO)roC3)0)0)0)0)00)CnOO
0)00)0)QC3)0)0)0)0)0)0)05C3)©0)0)0)0)0)0)0)0)0)0)C3)0)050)C3)00

C\J CO •*• LO CD h-
CD CD o o o O
O o o o o o

CNJOJOJCNJCNJCMCNCN

Financial year

SOURCE: Institute for fiscal studies 22
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Pan-London model - structure

Base activity

Base spend

Underlying activity
forecasts

Allocation and

tariff projections

Status quo activity
spend in 2016/17

ation of the

s and

mentation

Operating efficiencies
in acute sector

Operating efficiencies
in non-acute sector

Shift to lower cost

settings

LTCand case

management

Prevention

Decommissioning

-

Changes to activity
allocation by setting
and cost indices

Changes to spend per
activity

Associated capital and
non-recurrent costs

>-

Moderate scenario

activity and spend by
specialty/setting to
2106/17

Radical scenario

activity and spend by
specialty/setting to
2016/17

Capital and non
recurrent costs

24



What we are building

Costt

® Fast

2011

Baseline

Cost saving

Core target

Cost saving

Aggressive
target

2017

• 4 different cost scenarios to calculate with model

O Core target 2017 Q Aggressive target 2017

?> Core 'Fast' target 2011 ^ Aggressive 'Fast' 2011

\~2 Additional saving

Time

25



Pan-London model - inputs

Base activity

Base spend

Underlying activity
forecasts

Allocation and

tariff projections

Updated HfL
assumptions

HES/HAS

Q research

PCT CSFs

Status quo activity
spend in 2016/17

Pan-London

Original HfL
assumptions
Latest Iearnings
from cross-

London and

beyond (e.g.,
national

productivity
work)

GLA projections (low)
Updated London
residual growth
factors

Application of the
savings levers and
pace of implementation

A

Operating efficiencies
in acute sector

Operating efficiencies
in non-acute sector

Shift to lower cost

settings

LTCand case

management

Prevention

Decommissioning

-

Top 20 HRG (HRG 3.5) and
allocation shifts (original
HfL, latest pan-London
thinking, NELinput)

Changes to activity
allocation by setting
and cost indices

Bottom-up polyclinic
model (updated with
latest Pan-London

thinking)
Productivity/efficiency
assumptions for acute
sector and

primary/community
care outside polyclinic
setting

Associated capital and
non-recurrent costs

Moderate scenario

activity and spend by
specialty/setting to
2106/17

Radical scenario

activity and spend by
specialty/setting to
2016/17

Capital assumptions for
polyclinics (space
derived)

Setup and double-
running assumptions for
polyclinics

Capital and non
recurrent costs

26



For acute, the pan-London HfL model reconciles top down spend with
bottom up activity to derive the starting point for 2007/8 • Top-down expenditure

] Bottom-up spend

Original HFL approach, used
again in the refresh for pan-
London and in sector model

- Uses ASF-reported PCT
spend as top-down
expenditure

— Uses region-level
(London or NEL) provided
activity to create bottom-
up activity

Acute

Top-down PCTs'
spend on acute

Non-HRG items

Critical care and direct

access

Bottom-up pan-London
provided acute activity

and tariffs

Reconciliation by allocating
non-accounted for spend
amongst service lines

Non-acute

Top-down PCTs'
spend on primary,

community etc

Bottom-up pan-
London non-acute

activity

Top-down spend from ASF's
divided by bottom-up pan-
London activity (e.g., primary
care - Q research, community
care derived from CSPs) to
determine average spend

27



£11.3bn spent on healthcare in London*, 2007/8

Total spend on purchasing healthcare across 31 Primary Care Trust in London, £bn

Total healthcare spend: £11.3bn Hospital activity (est.)

Community care

£1.4bn

Mental Health

£5.8bn

£1.8bn Medicine

£2.0bn

_£0.2bn_

Primary Care

£1.3bn

Surgery

I Obstetrics
Paediatrics

*Regular attendances

Outpatients

£CL3bn A&E

Hospital Activity

* Total spend by London commissioners for care provided both in and out of London. Exdudes capital projects
High level figuiesfrom PCT finandal returns. Hospital spend broken down pro rata based on national tariffs applied to 2007/08
activity, plus additional costs for critical care and other non-tariff based services apportioned by activity.

Source: PCT financial returns ASF08 2007/08, HES/HAS 2007/08, Reference Cost 2005/06
| 28



Current healthcare activity by service Ym6, 2007/8

9

Jr^^'
Service lines

Elective medicine

Activity 000's
(Spells/attendances) Examples

Complex 41

Non complex 342

Long-term conditions 65

Under17s 17

* PCI, hepato-biliary procedures

Neuropathies, sleep disorders, scoping, renal, haem

Planned admission for asthma, diabetes

m gVfllw^ Non elective

medicine

Complex 61

Non complex 242

Long-term conditions 39

Under17s 7

• Acute Ml, stroke

"2 <>r"^1 ft^1* DVT, pneumonia, pulmonary embolus
I • Emergency admission for asthma, diabetes

CO<)

^VacV-rr

II 006

Elective surgery

Non elective surgery

Complex

High throughput

Minorprocedures

Under17s

Complex

Non complex

Minorprocedures

Under17s

164

364

76

52

30

142

3

13

• Major Gl procedures, transplants, neurosurgery

/<f •tffo Cataracts, arthroscopy, hernia
Vasectomy, skin lesions

• Trauma, majorGI procedures, bums

C\ <? ,Aj^ ENT, fractures
Minor skin procedures

Obstetrics > 231
• Normal delivery, assisted delivery, caesarian section,

neonatal discharge

Paediatrics >
•

•

Paediatrics

Neonatology

72

0

•

•

Cystic fibrosis, neoplasms, epilepsy

Neonates with major/minor diagnoses

Outpatient > 9,025 • New and follow up outpatient consultations

A&E >
•

•

•

Major
Standard

Minor

1,423 j
575J

1,820"*"
l\jW3

•

•

•

Emergency admissions, trauma
Fractures

Minorillnessand injury

Community care ^>

Primary care y

8,889 Health visitors, podiatrists, district nurses etc.

GP and Nurse consultations

29
Soiree: HES 2007/8; PCT CSPs 2007/8; Q resea-ch 2008; GLA; Team analysis ^s-ss^ .w*
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The HfL affordability model is structured around four key areas for
scenarios and sensitivities
External factors Radicalness with which HfL is implemented

«hFuture revenue/

funding

Future allocations of

resources (to PCTs)
- 2009/10 & 2010/11

as per those
communicated

- 2012+(e.g., flat-
line, continued
reductions,

increase back to

LR trend)

Future funding
streams

Future underlying
growth and activity

Population shifts (incl.
demographic,
ethnicity, geographic)

Underlying
prevalence shifts

Other factors (e.g.,
expectations,
technology)

Future underlying
activity
projections

Capture of sources of ^Pace of
savings implementation

Operating efficiency
in acute

Operating efficiency
in non-acute

Shift to lower cost

setting

Long term condition
and case

management

Prevention

Decommissioning

Degree to which
savings can be
achieved

Speed of
implementation,
particularly in shifts of
activity by care
setting (e.g., straight-
line, 'quicker-ramp'
up)

Pace of

implementation

© Enablers for change (e.g., financial system, enabling processes)



With the tightening economic context, there is uncertainty over future
funding, with the base case forecast at 0% real growth from 2010/11

Healthcare

Budget, £bn1

14

13

12

11

^2009/10 PCTs
begin administering
MFF, creating steep
increase in both

income and costs

0*

High case
(0.75% real growth
post 2010/11)

Baseline

(0% real growth
post 2010/11)

Low case

(-2.3% real growth
from 2010/11 to

2013/14; 0.5% real
growth
subsequently)2

2005/0 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16 2016/1

1 At 2007/08 prices (inflation assumed to be 2.5% p.a.); taHng latest FIMs data as base until 2010/11
2 Assuming 0% nominal growth in next spending review assumed from 2011/12 to 2013/14
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(^ In our HfL model we have forecast activity growing overall by c. 4%
CAGR in the base case

Outcomes of activity forecast and sensitivities
% CAGR from 2007/8 to 2016/17 (combined impact from demographics and residual growth)

Hospital admissions

Medicine

Surgery

Obstetrics

Paediatrics

Attendances,

consultations, etc.

Regular attendances

Outpatients

A&E

Community care

Primary care

Overall

Base case"

1.8

1.3

1.9

1.6

3
08

0.6

3.9

5.1

Lower end sensitivity2

08l

0.4

B
0.6

i
1.8

m
1 Using GLA low demographic projections, and new base case residual grovtfh projections
2 Using GLAlow demographic projections and newlower end residual growth projection sensitivity
3 Using GI_A high demographic projections and new higher end residual growth projection sensitivity

Upper end sensitivity1

3.7

iB
2.2

2.2

3.1

4.9

5.2

6.3

SOURCE:

Health St

: HES online 2000/1 to 2007/8, all England; Outpatient HAS 2000/1 to 2007/8; Primarycare QResearch 2008; consultation rates 2001-2008; Office for National Statistics 2009, «o
Statistics Quarterly 33, Population: age and sex, 1981 onwards, GLA population projections 2007 &2008; PCTCSPs 2008 '



(£) Which leads to total activity increasing 42% by 2016/17 in the base case
Outcomes of activity forecasts and sensitivities, spells/attendances, (k)

Hospital admissions

Medicine

Surgery

Obstetrics

Paediatrics

Attendances,
consultations, etc.

Regular attendances

Outpatients

A&E

Community care

Primary care

Overall

Current

2007/08

747

843

231

tr
72

1

194

9,026

3,820

8,890

34,555 I

Base case1

in 2016/17

879

945

274

IT
83

I

206

9,738

4,038

12,505 |

54,1771
82,845

/

1 Using GLA low demographic projections, and new base case residual growth projections
2 Using GLAlow demographic projections and newlower end residual growth projection sensitivity
3 Using GLA high demographic projections and new higher end residual growth projection sensitivity

Total growth 2007/08-
2016/17,%

IE

6^

6

41

57

Contribution to total

growth, %

0.5

0.4

0.2

0

0

I

J2.9

0.9

J14.8

IP 80.2

SOURCE: HES online 2000/1 to 2007/8, all England; Outpatient HAS 2000/1 to 2007/8; Primary careQResearch 2008; consultation rates 2001-2008; Office for National Statistics 2009, 04
Health Statistics Quarterly 33, Population: age and sex, 1981 onwards, GLA population projections 2007 &2008; PCT CSPs 2008



$k We have based these on updating the original HfL modelling
which showed activity growth in 2000/1 to 2005/6 was
considerably higher than demographics alone

|ORlGINALHFL

[ J Historic trends
[i I Demographic component
ji jj Residual growih

Hospital activity

Medicine

Surgery

Obstetrics

Paediatrics

Attendances,

consultations, etc.

Regular attendances

Outpatients

A&E

Community care

Primary care

Observed compound annual
growth 2000/01 to 2005/06*

D

3.1%

1.1%

2.1%

NA

NA

]0.7%

2.8%

8.6%

Component due to
demographics (CAGR%)

-0.4%

0.5%

J 0.7%
|Jo.6%
NA

NA

0.6%

0.6%

]
]

]0.7%

Residual growth
(CAGR%)

i

2.7%

0.5%

1.5%

NA

NA

0.1%

3.2%

3.0%

8.0%

* Analysis covers the period 2000/01 to 2005/06 where data is available. Commuiitycare rates calcUated onsamde PCT data 2004-06. Primary care analysis provided by LHO (2001-05)
Source: HES Online 00/01-05/06, all England; Outpatient HAS 00X31-05/06, London providers; Primary care QResearch 2006,consultaion rates 2001-05,

Office for National StaJslcs 2007; Health Statistics Quarterly 33, Population: age and sex, 1981 onwards. GLA popiiaticn projections, 2006
35



©
|UPDAT1NGHFL

Using the latest actuals from 2000/1-2007/8 shows the
population component has slightly increased while the

-•I, * i r II • i r ~j'Higher' than orig HfL i I using GLA high for 2008
residual element has fallen in a number of areas rfyVsm•^anorigHfL fJusingeiALowforaoo?

Hospital activity

Medicine

Surgery

Obstetrics (excl.
midwife episodes)
Obstetrics (ind.
midwife episodes)

Paediatrics

Attendances,
consultations, etc.

Regular attendances

Outpatients

A&EV

Community care1

Primary care

Observed CAGR 2000/01 to

2007/8*

3.0%

4.3%

NA

0.8%

5.9-6.1%

NA

2.7%

Component due to
demographics (CAGR%)

0.9%

1.0%

0.7%

0.7%

NA

0.6%

0.4%

Residual growth
(CAGR%)

2.1%

]

0.7%

0.6%

NA

3.5%

• Analysis coversthe period 2000/01 to 20078wheredata is avatable. Community care rates for 2000/1calcUated onsample PCTdata 2004-06and in2007/8 from PCTCSP submissions. Primary care based on scaleup of Q
research data to London population levels

" 5.9% if walk-in is excluded. 6.1% if walk-in is included
** Nocomparable data sets aval able for 2000/1 to 2007/8 (original based on extrapolation of 2004-2006 data from sample PCT data)

HES Ortine 00/01-07/08. all England; Outpatient HAS 00/01-07/08. London providers; Primary care QResearch 2008. cons litat ion rates 2001-08,
Office for NationalStatistics 2009, Hearth Statistics Quarterly 33, Population; age and sex, 1981 onwards. GLA population projections, 2008
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Taking these together, we have adjusted the baseline in
medicine, A&E and paediatrics

|UPDAT1NGHFL

Hospital activity

Medicine

Surgery

Obstetrics

Paediatrics

Attendances,

consultations, etc.

Regular attendances

Outpatients

A&E

Community care

Primary care***

Orig HfL residual
forecast (CAGR%)

Low Base High

1% 2.7% 3.7%

0% 0.5%o 0.5%o

0% 1.5% 1.5%

0% 0% 0%

0% 0% 0%

0% 0.1% 2.1%

1% 4% 5%

0% 3.2% 4.2%

1% 4.3%o 5.3%

New residual base

forecast (CAGR%) Rationale

a 1.0%

0.5%

1.5%

I 1.0%

0%

0.1%

0%

3.2%

4.3%o

Lower actual than originally
antitipated; continues to be higher
than surgery given technology shifts

Assume recent higher rates are
temporary effect of 18 weeks

No significant change

Increased based on input
from NEL CRGs

No significant change

No significant change

Reflecting 'flatline' growth in
last two years

No significant change

Assume expected improved access
will increase residual growth (as
assumed in original HfL)

Sensitivity range
(CAGR%)

Low High

0.5% 2.7%

0% 0.5%

0% 1.5%

0%

0%

0%

0%

0%

1%

1%

0%

2.1%

4%

4.2%

5.3%

* Analysis covers the period 2005/6 to 2007/8 where data is available. Community care rates use original HfLnumbers for 2004 to 2006; Primary care based on scale up of Q research data to London popJ ation levels
•* Lower number if walk-incentres are excluded, higher number if they are included

— Pan-London numumber available for 2005/7 from PCT CSP's-HfL used a range for 2005/6 from 2.1 milionto8.1 miion
Source: HESOrtine 05/06-07/08. all England; Outpatient HAS 05/06-07/08, Londonproviders; Primarycare QResearch 2008, consiitatbn rates 2001-08.

Office for NationalStatistics 2009; Health Statistics Quarterly 33, Population: age and sex. 1981 onwards. GLA popiiation projections. 2008

\7



© The HfL proposals will support lower costs of delivery and enable
capture of the savings required to affordably improve health outcomes

Core proposals of HfL

Improved access to urgent care
services in the community to reduce
use of A&E

Consolidated model for provision of
primary and community care over
population of ~ 50K

Centralisation of complex services onto
major acute sites

Increased rate of day case surgery

Integration of primary and community
and secondary care

Shift of planned care services out of
hospitals

Improved management of long term
conditions through enhanced primary/
and community care services

Savings sources and role in supporting HfL affordably

A. Operating efficiency in the acute sector: Drive productivity
improvements in acute through more efficient deployment of
staff, increased utilisation of asset base, improved purchasing,
rationalisation of estate and operating services at scale

B. Operating efficiency in the non-acute sector: Drive
productivity improvements through more efficient deployment of
staff, increased utilisation of asset base, improved purchasing,
rationalisation of estate and operating services at scale;
eliminate unnecessary and costly service overlaps (e.g., out-of-
hours, extended hours, urgent care, A&E)

C. Shift to lower cost settings: Shift services that can be safely
and more cost effectively provided out of the hospital closer to
home

D. LTC / case management: Provide care for people outside of
hospital to prevent emergency admissions

E. Prevention: Increase communications on present and future _
"risics to promote health &well-being

F. Decommissioning: Stop paying for low value added
interventions (e.g., grommets, some joint replacements, some
OP follow-ups)

I 38



©Original HfL activity settings and decommissioning
M aj or ac ute/ Not done
specialist hospital Elective centre Local hospital Polyclinic Home (decommissioned)
o/. 0/ °/ <V 0/ 0//o /o /o /o /o /o

Elective medicine

Complex 93 7
Non-complex 29 4 43 23
LTC1 50 50

_ J^lT-lTi _66 _9 15 JO
Non-elective medicine

Complex 88 12
Non-complex 16 73 11
LTC1 17 63 20

_ JJnderJ7s 83_ 13 4
Elective surgery

Complex 52 40 7
High-throughput 10 85 5
Minorprocedures 32 59 8

__yid£ri72_ j7._ _3j? _ _8_
Non-elective surgery

Complex 100
Non-complex 55 45
Minorprocedures 100

_ _yndir±7± _ _ _§!_ J?_^ _4_
Paediatrics

Paediatrics 72 22 7

_Neonatolog_y _ _88_ J 2
Obstetrics_ _60 _34 6

Regulaj^attejiders _ .Jl7_. _ J?j •& _,^
Outpatients_ _13_ 13 _13_ (jW) *• __ • QqJ"
A&E_ J0_ __??.. _S5^^=^=^^^^^^-1$-"
Community care 50 50

Primarycare 70

1 Long-term condition, e.g., diabetes
2 Assumes other 30% takes place in GP practices outside of, but linked into, polyclinics

SOURCE: HfLfeasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT 39



© Rationale for activity distribution (1/3)

Service lines

Elective medicine

NQn^el^ctive^
medicine

Rationale

• Complex

Non complex

Long-term conditions

Majority of care delivered in major acute/specialist centres of excellence; where some
HRGs allocated to the service line contain a mixture of complex and non-complex
work (e.g., "Other non-viral infections), ICD10 codes were used to agree proportion of
activity in local setting

Starting assumption is that majority of care should be delivered in local hospital
setting but with some cases (e.g., comorbidities, patients receiving novel therapeutic
agents, other complicating factors) requiring majoracute hospital; final distribution
reflects fact that a large proportion of the service line is chemotherapy and red blood
cell disorders for which a proportion is assumed to be able to be delivered in
polysystem

Hospital-based planned interventions for long-term conditions assumed to require
local hospital setting except for patients with rarer chronic conditions or with
comorbidities which require major acute setting

Majority of care assumed to require major acute or specialist hospital; some
opportunity to provide diagnostic procedures or minor interventions in local setting

Under17s

• Complex

• Non complex

• Long-term conditions

UhderlJs-

Vast majority of emergency complex medicine will require major acute infrastructure;
some cases will be appropriate for local setting (e.g., stroke > 3 hrs since onset of
symptoms, non-complex portion of some HRGs allocated to the service line which
contain a mixture of complex and non-com piex work)

Majority of care expected to be delivered at local hospital with escalation of a few
more complex cases to majoracute setting; some patients currently requiring hospital
admission could be dealt with in ppjysystems with good diagnostic and community
infrastructure

Majority of care assumed to require local hospital setting; shift to polyclinic driven by
clinical evidence where available, or expert opinions; some conditions or patients with
comorbidities assumed to require major acute hospital setting

Similar rationaJeto-elective.medicine

ts&



© Rationale for activity distribution (2/3)

Service lines

Elective surgery

Non elective surgery

Complex

• High throughput

• Minorprocedures

Under17s

• Complex

* Non complex

• Minorprocedures

• Under17s

Rationale

Majority of care delivered in major acute/specialist centres of excellence; where
HRGs allocated to the service line contain a mixture of complex and non-complex
work (e.g., Intermediate breast surgery), procedure codes were used to agree
proportion of activity in elective centre; where published evidence exists that some
procedures are not clinically indicated, this was used to determine level of demand
management
Majority of procedures allocated to elective centre; where published evidence exists
that some procedures are not dinically indicated, this was used to determine level of
demand management; 10% of cases assumed to be more complex patients and
require infrastructure of major acute hospital

Activity allocated to polysystem where appropriate based on review of procedures
within each HRG (e.g. minor skin procedures); where casesare not appropriate for
polysystem they are allocated to elective centre; where published evidence exists that
some procedures are not clinically indicated, this was used to determine level of
demand management

Less complex procedures can take place in dedicated paediatric wards at elective
centre; more complex assumed to goto major acute or specialist; where published
evidence exists that some procedures are not clinically indicated, this was used to
determine level of demand management; majority of casesare intermediate mouth or
throat procedures

All patients will be channelled to majoracute setting

Local hospitals will serve their local catchment population for minor trauma (major
trauma goes to majoracute hospitals); majority of other emergency surgery cases go
to majoracute hospitals if surgical intervention is indicated

All emergency minor procedures would be dealt with in local hospitals

Majority of patients would be treated at major acute or specialist hospital; a few less
complex cases would be managed in paediatric assessment units at local hospitals or
in dedicated paediatric urgent care facilities
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© Rationale for activity distribution (3/3)

Service lines Rationale

Obstetrics
Deliveries

Antenatal admissions

Roughly half of obstetric units would be collocated with major acute hospitals; in
addition, high riskcases or cases with major com plications would be treated at major
acute hospital; 10% of normal deliveries would take place at home

Antenatal admission would be distributed among hospitals with a greater number
going to major acutes to represent that fact that they would be higher risk patients;
some antenatal admissions could be avoided by use of the polyclinic and improved
community infrastructure

Paediatrics > Paediatrics

Neonatology

Outpatients J> "1 {^UaXJL
os/siXe-*

Regularattendances y

A&E >

Community care ^> f (v^V^^^ \

Primary care >

There is a dinical evidence base for consolidating the majority of paediatric "P-code"
HRGs; however a proportion of less complex cases could be treated at local hospitals
(e.g., mild asthma) oreven in polysystems where admissions could be prevented
through use of improved diagnostic and community infrastructure

Majoracute hospitals will provide a level 2 or level 3 NICU; local hospitals would
have a level 1 NICU when there is a collocated obstetric unit

A numberof follow-up outpatient appointments are not necessary; of the remainder, it
is assumed that half could be devolved to a local setting and half would remain in the
hospital setting for efficiency reasons and need for access to infrastructure

The vast majority of these are renal dialysis of which the bulk could be delivered in a
polysystem or local hospital; there is also a high volume of chemotherapy which
could also be delivered in the polysystem orlocal hospital but some will require the
majoracute infrastructure (e.g., novel therapeutic agents, patients not tolerating
treatment well)

60% of A&E activity is typically minor illness or minor injury and can be dealt with
eitherby telephone advice or within the polysystem; half of the remainder is likely to
require step up to local hospital infrastructure (e.g., pneumonia) with the other half
requiring majoracute hospital infrastructure (e.g., acute stroke, major trauma)

50% of community care assumed to be delivered within polysystems and 50% at
home; the polysystem would howeverform a base for all of these services

It is assumed that 70.%^ GPs workout of polyclinic facilitieswith the remainder
working in large practices networked to polyclinics
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(% Operational efficiencies in the acute sector are modelled via the net
tariff

Real tariff change (against RPI1)

2008/9 - 2010/11 2011/12 - 13/14 2014/15 - 17/18

Healthcare cost

inflation above RPI

NHS efficiency
requirement

Real tariff change

1 Assumed to be2.7% p.a.
2 Increases over period from 2.4% to 3.5%

Source: Monitor guidance March 2009; intervews

2.4%

3.0%

-0.4%

1.0% 1.0%

4.0% 4.0%

-3.0% -3.0%

Driver of assumptions

Original Monitor guidance
used until 2010/11

Cost inflation then assumed

to fall from 2011/12 given
economic environment and

increasing workforce supply

As per original Monitor
guidance to 2013/14 and
assumed at 4%

subsequently

As per original Monitor
guidance to 2013/14 and
assumed at 4%

subsequently

I 43



(& Removing duplication will be modelled through changes in primary
care payments

24 hour period

Paid activities 8 am 10 am 12 pm 2 pm 4 pm 6 pm 8 pm 10 pm 12 am 2 am 4 am 6 am Payment type

A&E

,

Fee for service

GMS/PMS
Ext.

hours
Capitation

GP tariffs "S
Out of h ours Capitation

Enhanced service/

Walk-in centre Pay per use

Urgent care centre Fee for service

'Radicalness' of lever pull

Core

scenario
Stop paying duplication of extended hours and outof hour fees between 6-8pm, with total savings of
~£20m across London1

Aggressive GPs paid a fee for service at £50/consultation2, with total savings of~£25-40m across London
scenario

Pace of implementation

Front-end All levers reach 50% implementation by2011/12 and 100% by2016-17

1 Based on £2.95/registered patient extended hours annual fees across c. 7 million registered population (87% of 8 million population)
2 Based on £6-8/registered patient out of hourannual fees across c. 7 million registered population with 5% registered population attending out of hours

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT | 44



© Many operational efficiency parameters will be adapted
according to latest learnings

'Radicalness' of lever pull

Service line Efficiency parameter Core

Home base

community
care

•>?

More efficient GP

utilisation

Gains implied by zero real
terms tariff increase

(original HfL assumption)1

More efficient nurse Gains implied by zero real
utilisation terms tariff increase

(original HfL assumption)2

Aggressive

6-11% increase in

efficiency (patient-facing
time) + 15% reduction
prescribing costs

10-15% increase in

efficiency (patient-facing
time)

Detailed facts'

assumptions
provided

Pace of implementation

Straight-line
Implementation
follows the pace of
shift to lower care

setting

Front-end:

Same as straight-line

1 Reflecting leamingsfrom interviews with polydinics manager (TH), detailed dinical specification outcomes workshops (SM PCT) and leamingsfrom
other PCTs(Redbridge, NEL)

2 Based on current spend or best knowledge

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT 45



^Primary care - Low-performing GPs can spend less than 30
their contracted hours actually seeing patients

Numberof hours

37.5

Contract Admin CPD

ed hours

1 Not including patients seen whilst on-call

Source interviews with PCT and practices; team analysis

2.2

AllocatedAppts.
to appts lost to

DNAs

ruj_
run

Appts. Urgent Covered Time
lost to slot, by spent
tea brks not used locum on

direct

patient
care1 46



Aj^ t
-e>

less staff, if district nurses achieved median productivity or 10% above

Average number of daily visits by nurse in specified
period in a PCT, 2008
%

24 24

20

12

1

Average
daily
visits

1-2 2-3 3-4 4-5 5-6 6-7 1-i

1 District nurses

1

9-1010- 11-

11 12

'

|PCT EXAMPLE.

Impact of reducing variability of district nurses
productivity

Median number Required number of
of daily visits by nurses for current
nurse level of activity
Visits/day N.ofFTEs

Current

situation

Potential if under-

performing DNs1
achieve the median

Potential if under-

performing DNs1
achieve 10% above

the median

5.6

6.

6

100-

89«-

85«

Source: 3-month sample of district nurses in provider arm of a PCT; team analysis
47
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HI Community care - One PCT has identified a set of initiatives to increase
efficiencies of service line services by c. 15%

PCT EXAMPLE

Share of savings
Efficiency improvement initiatives % of budget 08

(V) Adjust skill-mix of Service line staff O-.tQ

(2} Reduce administrative time by employing more admin, staff Q3.3
^^ and intro of lean processes

(3) Reduce management time of lower band staffs (j^q^)

(4) Streamline travel routes of clinical staff Cj^^

\5J Reduce data entry team once EMIS Web is fully functional CP-'O

(5) Replace night sitting agency staff with permanent staff Cp^O

Total ^14,6

48



Q Many operational efficiency parameters will be adapted
according to latest learnings

'Radicalness' of lever pull

Efficiency parameter

Medical workforce

— Staff utilisation

- Level of role

substitution

— Time required
per case

Supplies/diagnostics

— Prescribing
costs

— Supplies
— Diagnostics

Admin overheads

(receptionists,...)

Core

54% for PC and 64% for

other medical staff

Original HfL assumptions
amended for increased

consultant/GP ratio in OP1

Original HfL assumptions
across all activities1

Original HfL assumptions1

Original HfL assumptions2
Updated HfL assumptions

1 A&C + 2 receptionists in
consolidated; 5 A&C +6

receptionists in hub &
spoke

Aggressive

64% for all medical staff

More role substitution from

consultant/GP to nurses1

Reduction of consultation

time by 33% in primary care

10% reduction for secondary
care, 15% for primary care

Original HfL assumptions2
Updated HfL assumptions

1 A&C + 2 receptionists in
consolidated; 5 A&C + 6

receptionists in hub & spoke

Detailed facts/

assumptions
provided

Pace of implementation

Straight-line
Implementation
follows the pace of
shift to lower care

setting

Front-end:

Same as straight-line

1 Reflecting learnings frominteryews with polyclinics manager (TH), detailed clinicalspecification outcomes workshops (SMPCT) and learnings from other PCTs (Redbridge, NEL)
2 Based on current spent or best of knowledge

SOURCE: HfLfeasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT 49



© Polysystem - Estimated time per consultation and proportion of
consultations• managed by type of

Time required percare GP

staff 1 1 r.h anges rom original HfL

Consultant

Nurse

practitioner/AHP1 Staff nurse

Hours % % % 0/
70

HfL Core Aggr. HfL Core Aggr HfL Core Aggr. HfL Core Aggr. All scenarios2

0.50 Same 0.50 10 85 Same Same 5 SameComplex Same 5 10 60

Non-complex 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 60

LTC1 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 60

Under17s 0.50 Same 0.50 80 Same 75 15 Same Same 5 Same 10 60

Non-elective medicine

Complex 0.50 Same 0.50 10 Same 5 85 Same Same 5 Same 10 60

Non-complex 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 60

LTC1 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 60

Under17s 0.50 Same 0.50 80 Same 75 15 Same Same 5 Same 10 60

Elective surgery
Complex 0.50 Same 0.50 10 Same 5 85 Same Same 5 Same 10 60

High-throughput 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 90

Minorprocedures 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 75

Under17s 0.50 Same 0.50 80 Same 75 15 Same Same 5 Same 10 60

Non-elective surgery
Complex 0.50 Same 0.50 10 Same 5 85 Same Same 5 Same 10 60

Non-complex 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 60

Minorprocedures 0.50 Same 0.50 70 Same 60 10 Same Same 20 Same 30 75

Under17s 0.50 Same 0.50 80 Same 75 15 Same Same 5 Same 10 60

Paediatrics

Paediatrics 0.50

0.50

Same

Same

0.50

0.50

80 Same 70 15 Same Same 5 Same 10 60

Neonatology - - - -

Obstetrics

Regular attendences

0.50

0.50

0.50

0.25

0.50

0.25

Same 0.50
- - - -

Same

Same

Same

Same

0.50

0.25

0.33

0.17 |

1U

32

Same oarnc 1U

33

bame

55

Same 1U

37

40

67

40

Same

Same

Same

Same

Same

Outpatients 10 10 40 50

50

60

60

60

50

HU |

A&E Same

-

60

Community care - - Same

50

33

Primary care Same 50 -

1 Allied health professional e.g., physiotherapist
2 HfL core and aggressive
SOURCE HfLfeasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT | 50



©
©

Drug spend - Potential reduction of 11 -16% spend for primary care
and 8-12% for activities shifted from hospital through pulling
different price and volume levers
Emillion, 2008/09. Drugs spend across England

Secondary
care

Primary
care

11,800
Potential savings

£b % of spendTZ450=]__r
^-L-i=I=i - •
360-600 17noon " '— • -170-280 110-210 60-160

10,000-10,600 1.2-1.8 10-15

60-110 I I
2,200-2,300 0.2-0.3 8-12

/

Current Reduce Reduce Increase Optimise Increase Reduce Spend in
spend in branded variability generics hospital clawback whole- drugs
drug drug price in prescri- penetra- drugs to salers' after

- PPRS bing tion procure- pharmacy revenues efficiency
scheme practices ment pro-

(GPs) gramme

1.0-1.5 11-16

SOURCE: Office of FairTrade- Financial Rows Relevant to Medicines; DH- PPRS 2009; Laing& Buisson NHS
Financial Report, Espicom; Euro Observer 2008; DHL website
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@ Recent polysystem and PCT studies have confirmed the possibility
to shift to lower cost settings, with variations by service lines astlX^

provided
^

Radicalness of lever pull (% shift to polysystems)

Service line

Elective

medicine

Non-elective

medicine

Outpatients

A&E

Primary care

Core

23% of non-complex, 10% of under
17 and 0% of long term conditions

11 % of non-complex, 20% of LTC's
and 4% of under 17's

40%

50%

100%

Aggressive

As per original HfL

As per original HfL (not including LTC
management)

55% (Redbridge, SMPCT)

60%

100%

Elective surgery, non-elective surgery, regular attendances, obstetrics, community care (due to
no new evidence post HfL) and paediatrics (confirmation of HfL assumptions) will be modelled as
per original HfL in both core and aggressive scenarios

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT

-Q

Pace of implementation

Straight-line
19 polyclinics per
year up to 2015/16 to
allow full savings
implementation by
2016/17

— 38 polyclinics by
2011/12

- 130by2016/17

Front-end:

50% of remaining
polyclinics
implemented by
2011/12

— 65 polyclinics by
2011/12

- 130by2016/17
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© Outpatients - Much outpatient activity could be conducted in the local
care setting

Medicine

Surgery

% outpatient activity that could be shifted out of
acute setting

Clinicians

DH guidelines workshop

70

80 \

Trauma & orthopaedics 40

100

100

90

Ophthalmology

Gynaecology

Dermatology

ENT

GUM

Paediatrics

50

60

75

50

60

50

80 (non-surgical)

90 (except oncological gynae)

100 (including Moh's surgery)

80

100

60-80% of total

London outpatients
could be removed or

devolved from

hospital outpatients,
leaving only 20-40%
in the traditional

outpatients setting

Source: DH 2002, HAS 2005, SMPCT clinical specification outcomes workshops, clinicians interviews, team analysis

C^tA-^5 <^aM^ .
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©Outpatients -Sources of radiology imaging requests suggest
much could be delivered in the community as well

Breakdown by source of referral, all modalities1, %

Other2

GP referral

Outpatients

A&E

Inpatient

141

16

36

26

18

Total non-

> acute = 56%
of referrals

Total acute

> = 44%of
referrals

1 Data from Bedfordshire and Hertfordshire SHA

2 Otherindudes 3000 MRIs purchased from Lodestone, dental sources for X-rays

SOURCE: Investing in Your Health, diagnostic imaging

There is a large potential to deliver
radiology services in the community

56% of referrals are non-acute, all of

which can be delivered in out-of-

hospital settings

Of the 26% referred from A&E, the
majority are for plain films, which
can also be delivered via

community-based urgent care
centres

This above leaves only a minority
of volume tied to acute hospitals

1
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^Outpatients -Asignificant shift has occurred already in the US from
inpatient to outpatient, and from hospital to community

Community hospital revenue
$ Billions, percent

100%= $103

Outpatient
13

Inpatient
87

1980

$516

35

65

2003

Outpatient surgeries by facility type
Percent

Physician
offices

Freestanding
facilities

Hospital-owned
facilities

1981 2003

Source: American Hospital Statistics; CSFB; AHA TrendWatch Chartbook; CMS, Office of theActuary
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@ A&E - Analysis of A&E attendances in London shows a large
proportion could be dealt with in primary care

Only a quarter of patients attending A&E
require admission

A&E visit outcomes

%

Outpatient Other

Demand can be better managed at point of call

Emergency demand
I.3QQOO0

No follow-up 1,200,000 Potential for over the

phone management
I.GQQ.OOC <*=

300.000

•500,000

400.000

Potential for treatment

at site other than A&E

(e.g. local urgent care
J centre)

Community

Admitted

200.00C

2GD0JO1 2G01JQ2 2002(03 2003/04 2004.05 20j5.CE

Q Em;nq«icyc3l!= o Errergencyindden:; CategoryA incidents

• LAS estimates that in 2013, 200,000 fewer patients will be taken to A&E through an improved
operational model that is better able to deliver appropriate definitive care first time to more patients

• This will require a greater range of care options such as telephone advice, treatment at home,
emergency care from a single responder or direct referral to alternative providers such as walk-in
centres, minor injuries units, community psychiatric services or inter mediate care teams

1 Based on HRG coding

SOURCE: Large London teaching hospital, LAS Annual Report, 2005/2006 | 56



(y Investing for the future in LTC and case management
contributes to shifting more care to lower cost settings

Detailed facts/

assumptions
provided

'Radicalness' of lever pull

Core (original HfL
assumptions)

20% of total emergency
hospital cases for long-
term conditions could be

prevented through better
care in a polyclinic (each
initial hospital admission
was replaced by 4
consultations in the

polyclinic)

Aggressive (new considerations)

Analyses from Redbridge PCT, Tower
Hamlet PCT, SMPCT as well as the
'Achieving World Class Productivity
studysuggest30-40% of total (all)
emergency admission costs could be
saved through improved management
of people with long term
condition/complex health needs

This is modelled by increasing non-
elective medicine shift to polyclinics
as follows: 10% complex, 30% non-
complex and 40% LTC

Pace of implementation

Straight-line
All levers implemented
gradually up to 2016-17

Front-end:

All levers reach 50%

implementation by2011/12
100% implementation by

2016/17

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT

iSL^^
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© With good disease management at primary care level, hospital actiyj
for long term conditions can be significantly reduced

Reduction in acute

unscheduled activity

Condition Intervention Adm LOS

Congestive
heart

failure

Asthma

COPD

Diabetes

Multi-disciplinary
managed care2

Specialist nurse
interventions

Discharge planning
and post discharge
support

o/„323-85%

58%

25%

Active case 36%

management4
Specialist asthma 10-38%
nurses

Early discharge
planning and
hospital-at-home
Multi-disciplinary
pulmonary rehab
for 6-12 weeks

Active disease

management
Specialist primary
care (GPwSIs)

10-30%

10-30%

25%

54%

50%

50%

40%

Increase in PC

consultations

required to deliver
LTC in London

x2.5

x1.7

\l
x1.8 I

x2.4

Oi/k

Core reference!

Heart.2005,91,899-906 (74 trials);
JGenlnternMed.1999,14 (2), 130-4 (7 trials
Chest, 2005,127;2042-8 (4yr study)
BMJ,2001;323;715-8 (1 RCT)
JAMA.2004,291,11 (18RCTs)
CHDNSF Chapter 6
Euro Heart Journal, Guidelines for the
diagnosis and treatment of CHF, 2005

Cochrane,2003(1) (36 trials); BTS
Asthma Guideline, 2004 (25 trials)
DH Compendium of CDM citing
BMJ.2 004,328,144 ;Thorax,2001,56,687-
90;Pub Health Med,2002;25;258-60

Thorax(NICE),2004,59,39-130 (2 RCTs;
1 for each intervention)
NHS Institute Directory of Ambulatory
Emergency Care for Adults (citing NICE
guidance)

DH CDM Compendium citing Cochrane
(41 RCTs) & 3 RCTs
Diabetes Med, 2003(1 ),32-8 (1 study)

1 Hospital readmission (inpatient); 2 Best evidence for programmes of 3m including education, lifestyle advice, exercise, home visits, nurse case
managers and regularmonitoring; 3 Weighted average =27%; 4 Including written care plan, supported self-monitoring and regular practitioner reviews

SOURCE: Disease prevalence numbers from QOF data for 2005/6 (applied to GP registered populations for percentage
prevalence), NHS Information Centre; Decision Resources Patient Base for CHF prevalence and severity breakdowns | 58
between conditions; Department of Health (forGP registered populations)
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© Investing for the future in prevention has potential to bring some
savings, limited given time frame

'Radicalness' of lever pull1

Core (original HfL
assumptions)

None given timeframe

Aggressive (new considerations)

An overarching theme of vascular prevention
was identified for London, which could deliver
significant improvements in obesity, smoking
and vascular diseases prevalence

Although many studies exist to prove the clinical
impact of such prevention programs, exact costs
financial benefits and implementation timelines
remain unclear-but early work suggests that
detection, monitoring and social marketing for
prevention could save ~£2.4b p.a. nationwide
once all healthy behaviour initiatives are
implemented

In our scenarios, we assume (conservatively)
that an additional 10% complex, 10% non-
complex and 10% LTC non-elective medicine
can be prevented through early detection and
counselling1, as suggested by early studies on
identifiable morbidity and hospital activities

Pace of implementation

Straight-line
All levers implemented
gradually up to 2016-17

Front-end:

All levers reach 50%

implementation by
2011/12

100% implementation by
2016/17

1 Each initial hospital admission (at £3,164 current unit cost) is replaced by 4 consultations in the polysystem (at £85-105 unit cost)

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton &Merton PCT 59



@ An approach to quantifying impact of prevention
London Mortality

prevalence Morbidity absolute Mortality avoidable Wider impact

Smoking 1.325.0001 CHD prevalence5- 193,000 None - all Early deaths from Passive

Cancer prevalence5- avoidable smoking-29.6808 smoking
58,000 (with hospital activity
due to respiratory
chemotherapies > 4,500)

Diet 3,610,0004 "> Obesity adults7-1,105,000 None -all More fruits & Cost of obesity
(5 a day) (less than Obesity children7- 291,000 avoidable vegetables - 5.00011 at~£6bnfor

5-a-day) Co-morbidities: diabetes, Reduction of salt- NHS11

Physical 2.170.0004 > hypertension, duslipodaemia, 2.80011

activity (less than
30 min acti

vity/ week) j

breath less ness, sleep
apnoea, gall bladder
disease...

CHD 193.0002 Hospital activity3 due to
hypertension69-13,250
Hospital activity3due to
CHD9'10-91,100

17.30012 Early deaths due to
heart disease and

stroke -5.15013
(deaths before age 75)

Absolute

number of early
deaths

Current identified hospital activity related to smoking and CHD represents at least 10% of non-elective medicine, which
could be prevented by applying new care pathways and taking charge of patients through poly-setting
Although the impact of obesity is substantial in terms of co-morbidity and costs (potentially £6bn annually nationwide),
more studies are required to identify exact costs, impact and mechanism of preventive measures, which need alignment of
a broader set of public networks (health, transportation, city planning,...)

1General Household survey 2005, population data 2007; 2QOF 2006-2007; 3Inpatient, day case, regular attendances at NHS trust; 4 Health Survey for
England 2006,The Information Centre, population 2007; 5 QOF 2006-07; 6 NHS Londo; 7Health Survey for England 2006, population 2007; 8 ERPHO,
2003-05;
Strategy

£.\JtJ\J, I lie III ivjiiI lauui I uci lilt;, pupuiauui i £-\j\j i , v<\^i c\j\j\j \j i , hi ru i_«-m iuw, i uui u i «_>« i » v. jr iwi i_i ijjiui • w »-w ww, ^w^uiuvi^i i *-w w. , •_• »• ••>-»,

5; 9NHSLondon, HRG E04, 11-15, 22-23, 2005-2006; 10NHS London, HRGD39-40, 2005-2006; 11 "Food-An analysis of the issues", Government l 60
' Unit (2008);12 ONS, 2006;13 Deaths < 75 years, deaths due to diseases ofthe circulatory system, ONS 2006;



e
©

Activity estimated to be provided in polysystem - original HfL model
and new learnings

9 Original
HfL (core)

Other rr odels
e
Aggressive
(without LTC)

0
Aggr
(with

e
Agg.
prevS&M Redbridge NEL2 LTC) ention)

Elective medicine

Complex 0 0 0 1 0 0 0

Non-complex 23 11 27 14 23 23 23

LTC1 0 0 36 3 0 0 0

Under17s 10 17 X X 10 10 10

Non-elective medicine

Complex 0 0 0 3 \ ° 10 20

Non-complex 11 0 0 2 \ 11 30 40

LTC1 20 0 0 6 \ 20 40 50

Under17s 4 0 x X 1 4 4 4

Elective surgery
Complex 0 0 0 9 \ ° 0 0

High-throughput 0 0 0 7 \ ° 0 0

Minorprocedures 59 60 42 43 \ 59 59 59

Under17s 0 0 X X \ 0 0 0

Non-elective surgery
Complex 0 0 0 2 / ° 0 0

Non-complex 0 0 0 3 / ° 10 10

Minorprocedures 100 0 80 27 / 100 100 100

Under17s 4 0 x X / 4 4 4

Paediatrics

Paediatrics 7 7 17 X / 7 7 7

Neonatology 0 0 X x / ° 0 0

Obstetrics 0 0 37 0 / 0 0 0

Regular attendances 32 5 0 20 32 32 32

Outpatients 40 67 55 38 55-703 55 -703 55 -703

A&E 50 0 0 57 60-703 60-703 6C -703

Community care 1004 X 41 X 100 100 100

Primary care 1004 x X x 100 100 100

1 Long term condition -e.g., diabetes; 2 Preliminary; 3 High range if less activity is decommissioned; 4 Was only 50% in original HfL assumptions but
increased to 100% to reflect hub and spoke model l g^

SOURCE: HfLfeasibility; Polyclinic plans; Redbridge PCT; Kingston PCT; Tower Hamlets PCT; Sutton & Merton PCT



Q The amount of unnecessary elective procedures and
duplication in A&E will be modelled in different scenarios

Detailed facts/

assumptions
provided

'Radicalness' of lever pull

Service line

Bective

surgery

Outpatients

A&E

Diagnostics

Core

% activity de
commissioning Rationale

7% 'complex', 5% Published
'high throughput', 8% evidence that
'minor procedures' some procedures

and 8% 'under 17' are not clinically
(original HfL indicated
assumption)

20% of total activity1
(original HfL
assumption)

5% (reduced from
10% in H/L)

0%

Est. proportion of
unnecessary first
and follow-up
patient visits

Est. proportion of

minor illness/injury
that can be dealt

with by sef care

Aggressive

% activity de
commissioning

7% of overall

procedures w ith
no or limited

clinical benefit

30% of total

activity2

10%o (original HfL
assumptions)

10-15%

Rationale

More ambitious

assumptions likely to
be reviewed natio

nally based on need
to improve productivity

More ambitious

reduction in number of

follow-up
appointments

Same

Reduction of GP

referrals' variability in
diagnostics (to
national median)

Services for which the original HfL assumptions will be used in both core and aggressive scenarios:
elective medicine, non-elective medicine, non-elective surgery, paediatrics, obstetrics, regular
attendances, community care and primary care

Pace of im plementation

Straight-line
All levers implemented
gradually up to 2016-17

Front-end:

All levers reach 50%

implementation by
2011/12

100%o implementation
by 2016/17

Additionally, prioritizing
the most cost-effective

intervention (without any
change in the life years
of the population) could
bring additional savings
of 2.5-3.5% of total

budget

1 Roughly equivalent to decommissioning 15% of first appointments with a follow-up to first ratio of 2.2 (between national median and top quartile)
2 Equivalent to decommissioning 15% of first appointments with a follow-up to first ratio of 1.90 (national top quartile)

SOURCE: HfLfeasibility Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton & Merton PCT 62



Q Elective surgery - Procedures with limited clinical benefit represent 3-
10% of activity and could save £25-65 millions1 across London (1/2)

Relatively
ineffective

interventions

Potentially
cosmetic

interventions

Reduction, % Potential savings. £m

Minimum Maximum Minimum Maximum

Tonsillectomy

Spinal cord stimulation

Back pain - injection and fusion

Grommels (surgery for glue ear)

Knee washouts

Trigger finger

Dilation can curettage for women <40

Jaw replacement

10

0

20

10

20

10

10

5

Minor skin surgery for non-cancer lesions 10

Inguinal, Umbilical and Femoral Hernias 25

Incisional and Ventral Hernias 10

Aesthetic surgery- Breast 50

Varicose Veins 20

Aesthetic surgery-ENT 20

Other Hernia procedures 10

Aesthetic surgery-Plastics 20

Aesthetic surgery-Ophthalmology 20

Orthodontics 5

90

50

90

90

90

33

70

10

25

50

75

80

80

60

30

95

30

80

0.7

0

0.5

0.3

0.5

0.2

<0.1

<0.1

3.7

3.1

0.3

1.2

1.1

0.4

0.2

0.1

0.2

<0.1

6.6

<0.1

2.4

2.3

2.2

0.6

<0.1

0.1

9.3

6.2

2.4

1.9

4.5

1.2

0.6

0.5

0.3

<0.1

1 Assumes that only 80% of the maximum potential is achieved
Note: Cancelled procedures not included in ana^ss

Source: LHO - Save to invest: Developing criteria-based commissioning for planned health care in London; HES 2007/08; team analysis

£2-11m1

£10-22m1

| 63



Q Elective surgery - Procedures with limited clinical benefit represent 3
10% of activity and could save £25-65 millions1 across London (2/2)

% iffective

interventions with a

close benefit/risk

balance in mild

cases

% iffective interven

tions where cost

effective

alternatives should

be tried first

Reduction, % Potential savings. £m

Minimum Maximum Minimum Maximum

Knee joint surgery 15

Primary hip replacement 15

Hip and knee joint revisions 15

Cataract surgery 5

Female genital prolapse/stress 10
incontinence (surgical)

Wisdom teeth extraction 0

Dupuytren's contracture 10

Cochlear implants (inner ear surgery) 0

Other joint prosthetics/ replacements 15

Female genital pro laps eatress
incontinence (non-surgical)

30

30

30

25

25

24

33

25

30

25

70

4.7

2.8

2.7

1.3

0.5

0

0.1

0

0.2

<0.1

1.1

9.4

5.6

5.4

6.5

1.3

1.0

0.4

0.4

0.5

<0.1

7.6Hysterectomy for non-cancerous heavy 10
menstrual bleeding

Carpal tunnel surgery

Elective cardiac ablation

Anal procedures

Bilateral hip surgery

10 33 0.4 1.2

on 5 50 0.1 1.1

5 15 0.1 0.4

15 30 <0.1 <0.1

Total of elective procedures

1 Assumes that only 80% of the maximum potential is achieved
Note: Cancelled procedures not included in anatysis

Source: LHO - Save to invest: Developing criteria-based commissioning for planned health care in London; HES 2007/08; team ana^s's

;

£12-24m1

£2-8m1

| 64



^Outpatients -PCTs could decommission 6-14% of first outpatient
appointments by bringing London referrals to high national standards

Relative level of first outpatient appointments referrals

Bringing the bottom 40%
London PCTs to national

average could reduce
outpatient referrals by 4-8%
Bringing 80% of London
PCTs to the national top
quartile could reduce
outpatient referrals by 12-
16%

Harrow PCT
Bexley Care Trust
Brentleaching PCT
Waltham Forest PCT
Havering PCT
Tower Hamlets PCT
National top quartile
Hammersmith and Fulham PCT
Lambeth PCT
Newham PCT
Greenwich Teaching PCT
Enfield PCT
Barking and dagenham PCT
Croydon PCT
Hillingdon PCT
Haringeyteaching PCT
Barnet PCT
Lewisham PCT
Cityand Hackney Teaching PCT
National average
Ealing PCT
Redbridge PCT
Westminster PCT
Hounslow PCT
Richmond and Twickenham PCT
Bromley PCT
Camden PCT
Islington PCT
Kingston PCT
Wandsworth PCT
Sutton and Merton PCT
Southwark PCT
Kensington and Chelsea PCT

Lj^SS" #XG2Xf

LtA*I

yu^s 9

J 135

SOURCE: NHS Better Care, BetterValue Indicators 65



{p Outpatients - Follow-up appointments could be reduced 20% by
stepping down to national top quartile benchmark

Outpatient follow-up to new appointment ratio for London acute trusts, 2008-09

Bromley Hospital NHS Trust
Kingston Hospital NHS Trust
West Middlesex University Hospital NHS Trust
St George's Healthcare NHS Trust
The Lewisham Hospital NHS Trust
Mayday Healthcare NHS Trust
Top national quartile
Queen Mary's Sidcup NHS Trust
Queen Elizabeth Hospital NHS Trust
The Hillingdon Hospital NHS Trust
Whipps Cross University Hospital NHS Trust
Barnetand Chase Farm Hospitals NHS
North West London Hospitals NHS Trust
Barking, Havering and Redbridge Hospitals NHS
National average
The Whittington Hospital NHS Trust
Royal Free Hampstead NHS Trust
Current London average
Epsom and St Helier University Hospitals
North Middlesex University Hospital NHS Trust
Newham University Hospital NHS Trust
Ealing Hospital NHS Trust
Imperial College Healthcare NHS Trust
Barts and The London NHS Trust

Royal National Orthopaedic Hospital NHS Trust
Great Ormond Street Hospital For Children NHS

SOURCE: NHS Better Care, BetterValue Indicators

4.13
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© A&E - Rapid interventions team assessment service refuses acute
admission by 8%
Case study

Rapid interventions
team

I^^^MHBHHBIK&

Proactive branch

Supports GPs in community with one phone call
facility

Assesses suitability to remain at home safely
when no medical problem identified

Follow-up calls to elderly patients to identify other
areas of support needed, in order to prevent
further admission

Reactive branch

Based in A&E with direct access for A&E staff

Provides assessment to direct patient to most
appropriate place, such as nursing, residential,
rehabilitatbn placement, or return home with
support

Sources: NHS Modernisation Agency. 2002, Improvement in Emergency Care: Case Studies I.
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f^ Diagnostics - Bringing London diagnostics referrals 50-75% closer to
England average could reduce diagnostics volume by 7-15% ^ ^j <o\ ^Z*\

Number of diagnostics per 1,000 weighted population

CT scans

East Midlands

East of England

South Central

West Midlands

North East

Yorkshire & Humber

England average

North West

South East

South West

London

% improvement if
London reaches

national average

% improvement if
London reaches

50-75% of

national average

44

50

54

14%

55

57

58

59

59

66

66

I69

MRI scans

East Midlands

East of England

Yorkshire & Humber

North West

South East

England average

West Midlands

South Central

South West

North East

London

SOURCE: DH imaging and diagnostics statistics, DH exposition book 09/10

| Ion
IOA

l9fi

bl
l?R

7] 29
l?9

A30
• sn

|31

36

19%

Ultrasounds

East Midlands

East of England

South West

South Central

West Midlands

South East

England average

North East

Yorkshire & Humber

North West

London

20%

| 68



O For each given scenario on the extent of implementation, we are
developing two trajectories - 'straight-line' and 'front-loaded' (faster)

&-;

•jssSs-;^..

Costt

® Fast

2011

Baseline

Cost saving

Core target

Cost saving

Aggressive
targets ;!

2017

• 4 different cost scenarios to calculate with model

O Core target 2017 © Aggressive target 2017

(£> Core 'Fast' target 2011 ^ Aggressive 'Fast' 2011

F^l Additional saving

Time

:^0mMm^W$



SavingsmadebyHfLimplementationincoreandaggressivescenarios
—•Savingsstraight

Core-SavingsperyearSavingsfront-ended

10/1111/1212/13

Aggressive-Savingsperyear
£bn

3.5

^Ipif^EJ^itt^l^ilya^

13/1414/1515/1616/17

7dr
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Bottom-up costing methodology - Polysystem

— Pay

ETotal spend

'— Non-pay —

Clinical

Administrative

Support (?)
I— (cleaners,

securities, etc.)

Clinical

supplies

i— Consultant

GP

1— Nurse

I— Receptionists

• Manager

• Other (?)

-T
No. Cases

£/activity

Number

®
Salary

-f;
Similar

logicfor
all staff

types

NumberI— Nurr

H_ ®•— Salary

NumberI— i\urr

-\ <8
l— Salary

NumberI— !\urr

-T ®
•— Salary

i— No. rooms

I—Required hoursp.a. —
i— No. Cases

— % interaction

— Clinical hoursp.a.

i— No. per shift
®

WTE hoursp.a.
9

— Hours/interaction

Contracted hoursp.a.
®

Utilisation

I— Contra

i— i miicoi

1—Clinicopen hoursp.a.

i— No. Cases

• Hours/activity

1—Available hoursp.a. —
I— Hoursp.a.

®
1— Utilisationi—Clinic rooms —

— Site overheads —

1— £/room

I— Clinicm2
-Circulation — 0

1— Circulation/room

1— Other (admin, \Aaiting area, etc.)

-r%
L-E/m2

72
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Activities covered in the polysystem model

Included in space calculation

Elective medicine activity shifted from acute
Non-elective medicine activity shifted from acute
Elective surgery activity shifted from acute
Non-elective surgery activity shifted from acute
Paediatrics shifted from acute

Obstetrics shifted from acute

Regular attendances shifted from acute
Outpatients
A&E shifted from acute

Primary care
Community care

SOURCE: Team analysis

Excluded from space calculations

Mental health

Learning disabilities
Dental

Optical
Pharmacy
Extended physiotherapy facilities (e.g. pool)
Parking space
Cafe/ restaurant

I 73



i otai size or f)oiysystem ccalculation I I Detailed further

Core Agg. Comments

r— Nu mber of rooms

Average size of

53.0

15.8

38.0

15.8

Drivpn hv Hiniral antivitv

i— Consultation — 70% of 14m2 rooms, 30%

rooms (m2) of 20m2 rooms

Clinical space — 835 599

^— Diagnostics — 10% of consultation

space (m2)
84 60

Circulation & 60% of consultation 501 359

dead space space (m2)

Non-clinical -Office IT —
50% of consultation 418 300

space space (m2)

Waiting area
1.5 m2/case/hour 193 200 Driven by clinical activity

Total 2031 1518

SOURCE: Team analysis 74



Numbers of room needed for clinical activity calculation

Number of

rooms needed

for clinical

activity

-0

SOURCE: Team analysis

Total consultation

room time needed

to cover all activity
(hours)

Time available per
consultation room

per year

Total consultation

room time needed

to cover activity 1
(e.g. outpatient)

Total consultation

room time needed

to cover activity 2
(e.g. primary care)

Etc...

Opening hours per
year

Consultation room

utilisation rate

Number of cases per
year for activity 1

Average time in
consultation room per
activity 1 case

Nu mber of cases per
year for activity 2

Average time in
consultation room per
activity 2 case

75



Polysystem bottom-up model (1/6)
Cost Model - Polyclinic bottom up costing
LEGEND AND STYLES

1. Legend and sljles

[Legend: [Legend:
Shouldnot yarju Wllvary
Inputs tothis model __ „.I!i3!HJ f??m..?.5Ji':!!?S.n?.9S!?L..

2. High level model settings
London Population 2016M7 S.133.040

Set catchment population per Polyclinic 63.024

Number of Polyclinics in London 130

3. Outputs of Cost Model

X?Hlc..a.?..t.?...^i?.l[fo!li.?I'.nJc.?.P.e.F.Sla.r.
Cases_pef.R|oIycIinicCentrepery©a»_ _

Cost per P.:i ' iop ,• •lear (£J
Unit cost o( Polyclinic activity f£)

73,133.353.
562.'566

i"'pieiiepre"
i""' 3Bi5i'l.359 '
"t 6&30"

3. Activitj provid

Elective Medicine

Non elective

Medicine

Elective Surgery

Non elective Surgery

ed in Polyclinic setting, and cases" per Polyclinic centre per jear

Service line

Total London j % Activitj" Total
Activitj" ! provided in jActivitj" at all
2016117 : Polyclinics i Polyclinics

Activitj to
PC-Cases"

conversion

factor

Total PC-

Cases' at all

Poljclinics
per jear

PC-Cases"

per Poljclinic
Centre per

jear

U.itrt t>ti\trit\\x. «t.nJtr.< -AAtu«»/»»ll#.*«»r. Jani-C<u»<- 1««»(»«ctivit» PC-C«m" PC-C«»»r-

- Complex 49.G77 - 1.0

- Non complex 403.379 var/. 93.124 1.0 93.124 7:6

- Lonq term conditions 7.010 1.0

- Under 17 19.172 v$v. 1,884 1.0 1.684 14

- Complex 60.991 4.0

- Non complex 284.235 11% 31,266 2.0 62.582 431

- Lonq term conditions 46.355 20V". 37.806 4.0 151.224 1.163

-Under 17 8.428 IV. 363 2.0 726 6

• Complex 185.340 1.0

- Highthrouqhput 40S.553 1.0

- Minor procedures 85.434 59% 50.406 1.0 50.406 338

•Under 17 57.380 - 1.0

- Complex 34.057 - 1.0

-Non complex 157.463 2.0

-Minor procedures 2.737 mz 2.737 1.0 2,737 21

-Under 17 14,004 \V. 543 2.0 1.086 8

- Paediatrics 75,673 7% 5.001 2.0 Km",' 77

- Neonatology 71 - 1.0

Obstetrics 273.571 1.0

SUBTOTAL - SPELLS

(includes ALL service lines) 2.123.853 1 11%! 223.131 1.7 373.722 2.875

Regular attendances
rinmitients

205.993 32% 66.132 1.0 66.132 509

9.739.051 '.~: 3.332.601 1.0 3.332.601 30.712

A&E 4.037.811 50% 2.018.906 1.0 2.018.906 15.530

Community care 12.505,079 100% 12.505.079 1.0 12.505.078 86.133

Primary care 54.176.919 ttOz 54.176,319 1.0 416.747

s-

Total 82.837.382 ' 88%; 72.982.768 ' 1.0 73.133.359 5G2.566

Afctes

"ActMtjt'refers to equivalentactivitj/ at currentsetting
equivalent activity in Polyclinic Centres

te.fi acuteinpatientspetsl PC-Case•:'refers to

76



Polysystem bottom-up model (2/6)
4. Areraqe clinical tine per case, and percentage of that ti»e that staff aid facilities are reqaired 01 areraqe

Elective Medicine

Non elective

Medicine

ElectiveSurgery

Non elective

Surgery

5. Areraqe cli

Elective Medicine

Non elective

Medicine

ElectiveSurgery

Non elective

Surgery

SO

Serrice liac

- Complex

- Non complex

- Lonq term conditions
-Under IT

- Complex

- Non complex
- Lonq term conditions
- Under 17

- Complex

- Hiqh throughput

- Minor procedures
- Under 17

- Complex

- Non complex

- Minor procedures
- Under IT

- Paediatrics

- Neonatology

Obstetrics

Regular attendances

Outpatients

A&E

.itV care

Primary care

/Votes

Staff - X of total clinical ti»e staff are reqaired. on arera Facilities t Supplies

clinical time

per case

f>o«rsl

50*

50*

50*

50*

50*

50*

50*

50*

25*

70*

TO*

TO*

TO*

to:

60*

Coasnltaat

85*

10*

10*

15*

10*

10*

10*

0*

Narse

Practitioner

/Therapist

5*

20*

20*

5*

20*

20*

20*

20*

5*

40*

Staff Narses

60*

60:

75*

60*

60*

Tine in

coasaltatioi

root m

100*

100*

100*

100*

100*

100*

100*

Tots! time per esse ss-ers-qe-Jover si!esses: \'sts/ftime required: tots!sts/ttime required / number o/esses

cliacal

supplies tc

100*

100*

100*

100*

100*

100;

100*

(place he
in

calcalati

cal tinic per case ba staff tap e and facilities

Staff - arerqe clinical tiae per case fhoars Facilities & Supplies

Serrice line GP Coi^.lliit

Narse

Practitioner

/ Therapist Staff Harse

Tine in 1Coasaatption
consultation j of clinical

roont per sappla &
case fhoarsl inaqiiq anits

OTerheads

(place holder
in

calcalatioasl

•.:•.: u.... H.... «.... Dm H....: U.W.I.... H..„

- Complex

- Non complex

- Lonq term conditions
- Under IT

0.1 0.4 0.0 0.3 0.5 36.6 0.5

0.4 0.1 0.1 0.3 0.5 25.3 0.5

0.4 0.1 0.1 0.3 0.5 28.6 0.5

0.4 0.1 0.0 0.3 0.5 25.3 0.5

- Complex

- Non complex

- Lonq term conditions
-Under IT

0.1 0.4 0.0 n -, 0.5 13.6 0.5

0.4 0.1 0.1 0.3 0.5 15.6 0.5

0.4 0.1 0.1 0:3 0.5 \ 11.6 0.5

0.4 0.1 0.0 0.3 0.5 15.6 0.5

- Complex

- Hiqh throuqhput
- Minor procedures
-Under IT

0.1 0.4 0.0 0.3 0.5 36.6 0.5

0.4 0.1 0.1 0.5 0.5 28.5 0.5

0.4 0.1 0.1 0.4 0.5 23.5 0.5

0.4 0.1 0.0 0.3 0.5 28.5 0.5

- Complex

- Non complex

- Minor procedures
-Under IT

0.1 0.4 0.0 nri 0.5 36.6 0.5

0.4 0.1 0.1 0 3 0.5 15.6 0.5

04 0.1 0.1 04 0.5 T- 26.3 0.5

0.4 0.1 0.0 0.3 0.5 15.6 0.5

- Paediatrics Od 0 1 n o .-, -. 0.5 ' 12.5 0.5

- Neonatology 0.5 ' 1.2 0.5

Obstetrics 0.5 22.3 0.5

Rcqular attendances 0.1 0.1 0.1 0.4 05 ' 65.1 0.5

Outpatients 0.1 0.J 0 2 i"i Ti 0.5 18.9 0 5

A&E 0 2 0.1 i"i2 0.3 12.4 0.3

Community care 0.8 0.2 0.5 34.0 0.5

Primary care 0.2 0 1 0.3 32.1 0.3

dirties/timeper t sse by sts//snd/.xiHties si'erspeo'o i-er sitesses; ffe/x/iv consumption o/eimksisupplies - eost ofsupplies

>ns1

100*

100*

100*

100*

100*

100*

100*

100*

100*

100*

100*

100*

100*



Polysystem bottom-up model (3/6)
6. Total clinical time per jear for all cases

Elective Medicine

Won elective

Medicine

Elective Surgery

Won elective

Surgery

Service line

- Complex
• Non complex
- Long term conditions
- Under 17

- Complex
- Won complex
- Long term conditions
- Under 17

- Complex
- High throughput
- Minor procedures
- Under 17

- Complex
-Won complex
- Minor procedures
-Under 17

-Paediatrics

- Weonatoloqy
Obstetrics

Regular attendances
Outpatients
A&E

Community care

Primary care
Total

Alotes

7. Clinical hours per jear

Staff, facilities & clinical
supplies

GP
Consultant

^f.??.Ef.?^!.li.?.n.:.[.!l..f£e.l!.,?P.!.^.
Staff Nurses

ConsujuUon rooms

£.'.ln.!.?.?.!.?.yp.p.!!?s.
Overheads

Alotes

Staff - total clinical time per jeat (hours) Facilities & Supplies

GP I Consultant

H.

251 36

407 58

136

25

1.536 8,446

2.330

62.512

67,414 S. 613

Nurse

Practitioner

I Therapist j Staff Nurse

215

ns 349

39

25

5.632 3,214

1,553 2.330

31.744 15.672

41.675
. n h'-; 26.466

Time in

consultation

room per

35S

241

254

15.356

3,662

48,037

104.137

173,214

Contracted hours per jeat. FTEs (hours)

X Clinical

hours /

contracted

Clinical

hours per
jear

H-

40 j

"40|"
"io'i"
40

84

l"
"168"

40

40
"40"

FTEs - Fulltime equivalents

1.600

"le'oo
1.600

1,600
4.368

i
"8766

<C1ii

56*;

56*

""56*'
"75x"j

100*

"ioti*"

"39S
896

396
"37276

\

consumption

of clinical

supplj &
imaging

units

16,565

376

7,461

13.435

87

11.036

-65

130

3.037

580.754

132.423
3,274.314

13.368.793

17,502.104

r

Overheads

(place holder
in

calculations)

356

582

194

15.356

3.663

46,097
104.137

173.214

8. Total number of staff, facilities 8c supplies requied per jear

sou

Resource unit

FTEs.facjjities-unrounded
Smallest possible unit
FTEs. facilities- rounded up
"Cases /"FTETracilitTes1""

Alotes

Staff FTEs

GP Consultant

Nurse

Practitioner

I Therapist jStaff Nurses

75.24 j
olid"!"

75.30'T
7.471 I

3.62 ;

""5.10 i
9.70 i

57.997 i

30 >6 -

aid"!'"
30.40

6.223 !

31.73

""ffiffi
31.30

17,691

Facilities a Supplies
Clinical

supplies &
imaging

Consultation;
rooms"

52.87 !
Too"]"

53700"! 17.502.105.00 |
T0.614 i 0 j

i M '2 104 14 :

i'.odT

Overheads

13.76
.............

13.76

w.
FTEs - Fulltime equivalents- 'Cases/FTE, facilities 'calculatedfor affcases andservicelhes ^respectiveofwhethera
particularstafl tjpe orfadUti/isrequired'for ant/serviceime; 'Consultationroomsroundedat thisstage, assuming

A'r'rr

.Q$?$?$f£.-.'¥!£nt*f^^nua/

..^^fftJ^^fty* unitTor thep,

"fota/''numher'ofPC-Casesper

78



Polysystem bottom-up model (4/6)
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Polysystem bottom-up model (5/6)
10d. Overhead costs per gear

i) Kej values repeated from above

5p.?n.'.n.9..h°.u.[?..i!.y^.r..(b.ours)
Cases? year
Alotes

4.368

W9SSS:
Figures arerepeatedhere auditing -arereferredtoit\ A&C Staff

f^oeptionsist

Hub h. spoke integrated

ii) Paj costs - Support and administrative staff
Staff Contracted hours per jeat. FTEs (hours) Staff I shift FTE annual salarj Total cost

A&C Staff

Receptionsist
OthefJZ
OtheS
0thef3
Total

Alotes

40 1

"35 |
40

'40";'
l.f.m,

1.400

Addsupport andadministrativestafftypes asrequired

5 :

6 ["
14 j £

"i9 I' £"

iii) Additional Non clinical areas

Consultation

room area

% of

Consultation!
room area i

Circulation j
area i Cost / sqm Total cost

U.itXI S,m y\ S,rr,j ilSam i

Circulation area 835 60*1 501 r£ 315 £ 157.843

U-itr: S«m y\ s<,mi Cost / sqm Total cost

Other non clinical area (office
space, IT.etc.) 835 60*1

r

501 | £ 315 t 15i',o4o

Cases per
opening hour

Area per
case per Area (Sqm) 1 Cost / Sqm Total cost

U.iOz C«rM*ho<ir: Sqmlcir.(Ka«r: Sqir.! </S^m <

Waiting area 123 | 1.5 I 133 j £ 315 £ 60,883

Alotes

60.000
Taboo

42.727 £

S40.000

570.000

1.410.000

iv) Additional overhead costs dependent on number of cases, opening hours and per qear
Cost per unit 1 Total cost Alotes

U.itr: Hir,h\ i

per case £ 1.72 i £ 967.614 Adjustment tomatchbenchmark £4'/case totaloverheadcost[L&'CiPPractice)
per openinghour
per year

- j

1
Total j £ 987.614

Alotes Add/onal'overhead'{ana'facilities}costson top ofcostsfor consolationrooms, non clinicalareas andnon-cMcalpaii

v) Total annual overhead cost
ITotal annualoverhead cost \~i 2,754,183

10e. Total annual cost of Polyclinic centre
Staff Facilities & Supplies

Annual costs GP Consultant

Nurse

Practitioner j
1 Therapist i Staff Nurses

Consultation; Clinical

rooms" supplies Overheads Total

UaJtr: «,r.«: Or**' ilr<-"-: «y»« «,•»«: «J«r «r»« «y»«f

Tnt^l annua! cost? £ 3.036,000 ! £ 1,164,000 2 4.520.600 i L 1.2.72.000 j i 263,071 j £ 17.OU2.104 t 2,, 54,163 £ 36.511,303

Alotes

SOURCE: Team analysis 80



Polysystem bottom-up model (6/6)
11. Total annual costs atributed to service lines

Elective Medicine

Staff Facilities & Supplies

Total Annual costs GP Consultant

Nurse

Practitioner ;
r Therapist i Staff Nurses

Consultation! Clinical

rooms' supplies Overheads Total
U.itr: </,'•' a,.*. <h..t\ il„„ il,.f\ </r»«' thtn «THI

- Complex
• Non complex
- Long term conditions
- Under 17 i ii l i 147 i 20 i 134 • 11 L 376 115 £ 1.640

Won elective

Medicine

Elective Surgery

Non elective

Surgery

- Complex
- Non complex
- Long term conditions
- Under 17

. ':'••• 3.243 I 2.636 6.444 £ 365 • 7.4-1 : 3.824 £ 46.614
•- 54,572 t 7.356 £ 6.435 i 15.583 i 585 £ 18.435 1 3.248 t 108.152

i 293 £ 57 £ 8 £ 75 £ 4 £ 87 : 44 ; 574
- Complex
- High throughput
- Minor procedures
- Under 17

i 13.190 i 2,613 i 2,165 i 6.493 £ 284 £ 11.036 i 3.033 i 43,830

• Complex
- Non complex
- Minor procedures
- Under 17

£ 938 £ 142 • 113 t
'•;:; ; £ 16 £ 565 i 167 i 2,343

443 i
oc

12 112 £ 6 £ 180 £ 66 859
- Paediatrics 4.125 i 779 £ 107 i '.031 £ 53 l 362 £ 612 ; 7.675
- Neonatology
Obstetrics

Regular attendances £ 3.403 i 3.436 £ 1.420 ,•. 7.350 £ 386 £ 33.097 £ 4.044 £ 53.743
Outpatients 205.831 £ 1.140,734 £ 317.222 • 411.421 £ 23.323 • 580,754 244.171 £ 2,323,515
A&E £ 312.212 £ 36.706 L 104.020 £ 5.S37 £ 132.423 • 61,734 i 1 U2 :

Community care £ 1.772.234 • 708.723 £ 73,048 £ 3.274.81-J • 764.753 £ 6.593.143
Primary care 8.373.347 i 2.326.743 £ 153,235 £ 13.368.793 • 1,656,613 • 25.889.343
Total : '.•;.:!, ;- i;ij:j £ 1.164.000 £ 4.520.000 I 1,272.000 ^..::-ji\ £ 17,502,104 t 2.754,133 £ 36.511.858

Alotes tH 48X SX

12. Unit costs bj service line
Staff Facilities & Supplies

Total Annual costs GP Consultant

Nurse

Practitioner \
1 Therapist 1Staff Nurses

Consultation! Clinical

rooms" supplies Overheads Total
U*ilr: iUtit «««• time: ileal. (Icu.i </:„. \l--.;. dim

Elective Medicine - Complex
- Non complex
- Long term conditions
- Under 17

t 46.31 £ 6.75 l 5.58 t 13.40 £ 0.76 £ 2534 £ 7.95 ( 107 30

£ 53.61 :- 10.13 :•. 14U i 13 40 £ 0.76 £ 25 34 • 7 35 : 113.W
Non elective - Complex

- Non complex
- Long term conditions
- Under 17

Medicine t 46.91 i 6.75 £ n 53 £ 13.40 £ 0.76 £ 15.55 I 7.95 • 36.31
£ 46.31 £ 6.75 £ 5.58 £ 13.40 i 076 £ 11 KM £ :••••• c 52 8>-

53.61 £. 10.13 £ 1.40 £ 13.40 £ 0.76 £ 15 55 I 7.95 • :02 6ii

Elective Surgery • Complex
- High throughput
- Minor procedures
- Under 17

t 46.31 £ 6.75 £ 5 53 t 16.74 £ 0.76 £ 23.46 £ 7.95 • 113.1T

Non elective - Complex
- Non complex
- Minor procedures
- Under 17

Surgery
£ 46.91 £ 6.75 £ 5.58 L 16.74 £ 0.76 £ 26.65 i 7.35 ; 111.5b

£ 53.61 £ 10.13 £ 1.40 13.40 £ 0.76 £ 15.55 £ 7 35 £ 102.80
- Paediatrics • 53.61 £ 10.13 £ 1.40 £ 13.40 £ 0.76 £ 12.50 • 7.35 £ 93.75
- Neonatology

Obstetrics

ReT-'h: y:.-r.i-.?.zzz • 6 75 £ 65 06

Outpatients
A&E

i 6.70 £ 37.14 £ '0 33 1 13.40 £ 0.76 £ 13.31 7.35 •_ 55 • -,

; 20.11 £ 5 58 £ 6.70 £ 0.88 £ 'J 58 i 3 38 • 4 5 • 5

Communitij care £ 1842 I 7 3,: :• 0.76 34.04 £ 7.35 : 6854
Primary care £ 20.11 £ 5.58 £ 0.38 £ 32.03 • 3.98 - 62 12
Total ; 16.06 i 2.07 £ 8.03 i 2.26 £ 0.47 £ 3111 £ 4.30 £ K4.80

SO Percentage of total costs 25X y/. \2V. 3-.: o .'.-'•. it :.<••: ISA iui.iv: I 81



Inpatients unit costs in base case and in polysystems

Top-down
based

on tariff

Bottom-up
costing

07/08

16/17

GP

Consultant

Nurse Practitioner

Staff Nurses

Consultation rooms

Clinical supplies

Overheads

Total unit cost

?e
7

7

113
J14

11

1 Assumes base case acute tariffs make 3.6% efficiency gains

SOURCE: Team analysis

Lm.
43

122.
336

I I Unit cost under
aggressive scenario

jj | Unit costunder
core scenario

2,005

1,648

Lea.
1114

82



Outpatients unit costs in base case and in polysystems

Top-down
based

on tariff

Bottom-up
costing

GP

Consultant

07/08

16/17

Nurse Practitioner

Staff Nurses

Consultation rooms

Clinical supplies

Overheads

Total unit cost

8

ZI13
JlO

13
13

]11
id

1 Assumes base case acute tariffs make 3.6% efficiency gains

SOURCE: Team analysis

l2fi.

22
22

36

^J Unit cost under
aggressive scenario

n Unit cost under
core scenario

141

115

1_Q2
197

83



A&E unit costs in base case and in polysystems

Top-down

based

on tariff

Bottom-up
costing

GP

Consultant

07/08

16/17

Nurse Practitioner

Staff Nurses

Consultation rooms

Clinical supplies

Overheads

Total unit cost

ha

0
0

|7
5

6
6

If

0
0

14
14

-16
4

1 Assumes base case acute tariffs make 3.6% effidency gains

SOURCE: Team analysis

]23

I I Unit cost under

aggressive scenario

J Unit cost under
core scenario

75

61

ka
]54

84



Commun ity unit costs in base case and in polysystems 1 1 Unitcostunder
aggressive scenario

,'H Unitcostunder
core scenario

Top-down
based

on tariff

(pre-
efficiency
savings

outside of

polyclinic)

07/08

16/17

116

132

Bottom-up
costing

GP

Consultant

Nurse Practitioner

Staff Nurses

Consultation rooms

Clinical supplies

Overheads

Total unit cost

0
0

0
0

h9
— , 118

Tlfi
—I7

h
134

|7
•19

lfiR
17^

1 Assumes no effidency gains in base case moderate and radical

SOURCE: Team analysis 85



Primary unit costs in base case and in polysystems

Top-down
based

on tariff

(pre-
efficiency
savings

outside of

polyclinic)

Bottom-up
costing

07/08

16/17

GP

Consultant

Nurse Practitioner

Staff Nurses

Consultation rooms

Clinical supplies

Overheads

Total unit cost

0
0

0
0

43

111
]23

132.
J 37

1 Radical case assume net tariff uplift 0%, moderate assumes 3.6% effidency gain, no effidency gain in base case

SOURCE: Team analysis

I I Unitcostunder
aggressive scenario

I I Unitcostunder

core scenario

63

71

151
]70

86



Modeling transition, setup costs and capital
2010/11 year example

Transition costs

Setup costs

Capital costs1

©

T

No. new polysystems
-\ created at end of

2009/10

Transition cost per
uj polysystem in 1st

year of operation •i
1st year savings from new poly
clinics opened by end of 2009/10

% of saving not captured in open
ing year from "double running"

Number of new

-| polysystems created
at end of 2010/11

Setup cost per
polysystem

No. polysystems
f—i created at end of

2010/11

if

r~ Consultation room space

o

- Circulation area

_ Space per
polysystem 6

- Waiting rooms

© <t Other non-clinical area

_ Capital/m2 *
% new build; refurb; reuse

Cost/m2 for new build; refurb; reuse

SOURCE: Team analysis

r Number of rooms

©
L Space/room

m

ti

®

Consultation room area

% of drculation time/

consulting room

Cases/hour

Area/case/hour

Consultation room area

% space/consultation room

I

Time in consul

tation room/year

Clinical hours/

room/year

N
Time/

case

Number

of cases
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Assumptions for capital expenditure, transition and set-up costs

Base assumptions for capex, transition and double running costs

Capital efficiency
parameters

Space utilisation

Capex
— New-built

— Refurbish

— Reuse

Type of polysystem

Hub & spokes

£<
75%

£3250/0^

£2100/012

£200/m2

Annual cost of space1
- New-built £380/m2

- Refurbish £260/m2

- Reuse £85/m2

Consolidated

75% (original HfL)

£3500 /m2

£2300/m2

£200/m2

£400 /m2

£290/ m2

£84/m2

Set-up costs ~£1.0mper polysystem ~£1.0mper polysystem

Transition costs

Pace of im plementation

20% effidency loss for 1
year + 30% residual
acute adivityfor1/2 year

20% effidency loss for 1
year + 30% residual acute
activity for 1/2 year

Detailed fads' as

sumptions provided

'Radicalness' of lever pull

Core

scenario

Aggressive
scenario

Assume 100% 'hub and spoke'with
[15:75:10] new-built to refurbish to
reuse ratio with base assumptions as
listed in table

Assume 100% 'hub and spoke'with
[0:75:25] new-built to refurbish to
reuse ratio

Uses base assumptions with the
following changes
— 80% space utilisation,
— Set up costs transitioning from

£1.0m today to £0.5m
— Transition costs 20% efficiency

loss for 1/2 year + 15% residual
acute activity for 1/2 year

Straight line

Front-end

Acute: Included in tariff shifts

Polysystems: 1) constant balance of new build to leasing, implemented as per shift to lower cost settings; 2) set-up
costs and transition costs transition achieved by 2016/17 in aggressive scenario

Acute: Included in tariff shifts

Polysystems: 1) all new builds completed first, then refurbishments, as per shift to lower cost settings; 2) set-up costs
and transition costs transition achieved by 2011/12 in aggressive scenario

1 including costs of fadlities management, heating and lighting

SOURCE: HfL feasibility; Polyclinic plans, Redbridge PCT, Kingston PCT, Tower Hamlets PCT, Sutton &Merton PCT



Set-up costs are in the region of £1m per polysystem, with additional
transition costs to be managed

£ million

Future Redbridge Future SMPCT
polysystems

Legal costs

Project costs

PCT staff time

TOTAL

Loxford polysystems
Av. Cost per
polysystem

86 86 N/A 90

1,136 q N/A 400

830

I

413 N/A

800

500

2,052 712 990

In addition to the above transition costs, most PCTs will need to manage double running costs and
ramp down at acute providers as they transfer over activity. For example, BHCH assumes that only
50% of OP activity will shift over in the first year. The acute provider and PCT will need to manage
the cost base so no double running costs occur

1 Two years at £2m/year total or £400k/site

Source: Redbridge PCT, Sutton and Merton PCT, BHCH Annex V | 89



Transition costs: commissioners will only cover initial inefficiencies in the
polysystems as well as residual activities from the acute system

Costs assumed carried by the commissioner

O

0

Lack of efficiency in polysystem at the start compared to expectations
— 20% efficiency loss (modelled as 20% increase in polysystem unit cost) for 1

year in core scenario
— Same inefficiency but for 6 months in aggressive scenario

Residual activity in acute setting due to patient self direction to hospital, wrong
referral pathway (GP unaware of new polysystem pathway) or patient choice
(prefer to go to hospital when some activity still provided there)
Occurs simultaneously to a lack of volume observed by the polysystem provider
Total effect modelled as:

— 30% residual activity in acute cost setting for 6 months in core scenario
— 15% residual activity in acute cost setting for 6 months in aggressive

scenario

Set up costs of £1m per polysystem in core scenario, transitioning from £1m to
£0.5m per polysystem in aggressive scenario

Total pan-London costs
carried by commissioners
(£m)4

Core Aggressive

© £ 1,040m £420m

©£165m1 £150m1

©£130m £95-110m

£ 1,335m £665-680m

Other cos Is2,3 in acute and primarycare should primarily be carried by providers; but a portion of those costs
might be paid by commissioners to providers as an incentive to initiate change and increase productivity

1 The residual actK/ity costs aresimilarfor the aggressive scenario than forthe core scenario as a larger proportion of activity shifts from the acute setting intothe
polysystem delivery model in the aggressive case

2 Costs assumed carried by acute trust: Residual costs in admin (15% of total acute trusts costs), non-clinical costs (4%) and space (11%) that do not scale down
completely as activity moves -estimates of those costs are £210m for admin (assuming 75% admin residual cost), £75m for non-clinical costs (assuming 100%
residual costs) and £210mforspace (assuming 100% residual costs), for a total of £0.5bn Those costs are part of the semi-fixed costs the Trusts needs to elrninafe
(as coveieu in the implications for the acute sector section)

3 Additional costs in pr'mary/ccmmunity care: Residual costs due tofailure to dispose of estate for those practices moving into a poysystem hub or consolidating into a
larger polysystem spoke-assuming 50% of pr'rnary care practices can not dspose of their previous estates, those costs amount to ~£140m

4 In real terms (net of inflation Le., excluding inflation), 2007/8 numbers
SOURCE team analysis I 90



Transition costs: Moving to affordability will cumulatively require £0.7-
1.3bn depending on implementation strategy (excluding capital costs)

Core scenario

£m1

Bystaf£2011/j2 .^-"V

^S^polyrsystern cpmpr^^lirgrori^nd€^-^l^ .si- -__
^r:SavJng^nto^^

Total transition (double-running^set-up costs?) (straight)

Total transition (double-running/set-up oosts) (front-ended)

500 •

400 "

300 "

200 "

100 •

09/10 10/11

Aggressive scenario
£m1

300

250

200

150

100

50

09/10 10/11

11/12 12/13

11/12 12/13

13/14

By start 2016/17
- 130 potysystems rolled out in total

14/15 15/16

In aggressiyoscenario: _-:Wl: %^ :^_ ^M
g^SarT»et^&e^
i||!-^sufi^ poj^
^^iduaj^V^aiie^lofc^i^f^^elup^co^^ifrom;

2011/12 onee^petfe^^ ; ^S^

D
Total costs

£1.3bn

(78% from efficiency
losses, 12% from

—J double running and
16/17 1°%from ** up

costs)

13/14 14/15 15/16 16/17

Total costs

£665-680m

(63% from efficiency
losses, 22% from
double running and
15% from set up
costs)

1 In real terms (net of hflafon ije., excludnginflafon), 2007/8 numbers
~2 Transition costs modeled based on %of cosfe thatwil be dupfcated and night need reimbursements by commissioner to compensate. Forexample, in acute in yearpolysystem is opened, 50% of savings are foregone
3 (20%due to admin. 10%tospace and 20%toclinical staff) in Corecase, fding to 25%in Aggressivecase (which assumes faster transferofstaff withless doublerunning). See backup formore detail.
:j3Set-up costs assumed to be£1mfcolysystem fcore), falBng to£500kafter2011/12 (aggressive) ^ _ ^_4__

jSOURCE: GLAdemographic forecast, HESdate. HASdata, referencecosts, HfL growth assumptions; Q research; Monitor tariffguidance; currentpdycinc plans; acute / non-acuteprovider cost breakdowns for20078
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^^^^^^ |lLLUSTRATIVE
Saving £2.4bn in acute productivity is possible but challenging m Aggressi^

Acute spend
category1

Nurses

^% Doctors

^^ Drugs and
devices

^M Inpatient
beds3

O OP

{% Overheads5

Example source of savings

Moving to best-in-dass nurse productivity and spend levels

Moving to best-in-dass Doctor productivity and spend levels

Reducing drugs cost to best-in-class
— Reduction in branded drug price
— Variability in prescribing
— Increase in generic prescribing

Reduction in excess beddays, case-mix adjusted ALOS and
increase in daycase rate to best in dass relative to peers

Reduction of DNA rates to release appointments for new
activity/cap a dty reduction

Benchmarking suggests significant savings potential in
corporate overheads (e.g. premises, depredation,
establishment, supplies & services, admin/managers/
maintenance staff)

Acute costs, Saving3
16/17 £bn2 %

1.9 21-37

1.6 9-43

1.3 22-35

Savings captured in
nurse and overhead

costs

1.6 0.5-4

2.7 34-42

-18-32%

1 Not at exhaustive list. Additional savings may be made fromimaging, pathologyand theatres.
2Adjusted for underlying basecase activity growth and cost inflation to 2016/17
3 Potential savings incorporate studies from a range of sources, from individual acute London Trusts to National benchmarking of London as a whole
4 Assumed at £200savings/bed day and 75% bed utilisation
5 Even in absence of activity shifts, realising all overhead savings would require site rationalisation

SOURCE: Laing and Buisson 2007/8, NHSHandbook2007/8, National NHS productivity study, productivity analysis of an acute London provider

• Core

Potential acute saving
£m

688

455

£1.6bn

996

£2.9bn

Some savings wiii be netted
against losses from excess
bed day income
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Benchmarking of an acute London provider identified potential acute
savings from moving to best in class
Full year impact
£m (recurring, no inflation adjustments)

5.5-6.6% of

acute savings

54.0

Nurse prod.

0.7-1.6% of

acute savings

132

-Z4-

Doctor prod.

3.1-4.9% of

acute savings

40.4

8.4-9.4% of

acute savings

77.0

Drugs and Devices Costs Overhead Costs

] Additional gain from
Best in dass
Additional gain from
top dedle

AHSC average

17-22% of

acute savings

184.6

Total

| 94



Q Acute providers - nurses spend only 41 %of their time on jnational
patient care

% of time spent by nurses on acute and general medicine wards r

100
Non-patient care time

Available

time /

14

— k12 W6
' J l D *

7 *•—•— m i

15

Motion Paper
/ work

tration

Hand-

over

and and

adminis- coordi-

nation /

Discus- Medication Others

sion adminis-

with tration

other (away from
nurses the patients)

Source: Wards observation

Direct patient
care

Patient care time

41

Patient

care

16

Psycho
social

care of

patients

25

Physical
care of

patients
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O Nurse productivity: An acute provider could save between £12.6m
and £54m by reviewing nursing levels

Acute provider Nurse staffing versus benchmarks
WTE nurses per bed

Lowest acute performer in benchmark group

Trust 2

Acute provider

Trust 3

Trust 4

Trust 5

Trust 6

Trust 7

Trust 8

Trust 9

Trust 10

Trust 11

Trust 12

Trust 13

Trust 14

Trust 15

Trust 16

Topdedle

Benchmark group average

1.7

1.7

1.7

1.5

1.7

2.6

2.5

2.5

2.3

2.3

2.3

2.1

2.0

2.0

1.9

1.9

1.8

1.8

2.2

Nurse headcount

— Best in class (1.5
nurses /bed) would
lead to 1,233 fewer

nurses

— Top decile (1.7)
would lead to 1,033
fewer nurses

— Benchmark group
average (2.2) would
lead to 287 fewer

nurses

Cost savings

- Best in class: £54m

- Top decile: £45.2m
- Group benchmark:

£12.6m

| 96



A Within London, nurse utilisation KPIs imply below average
performance compared to rest of UK

Nurse FTE / Bed, 2007-08, #

2.7

Nurse salary/ Nurse FTE, 2007-08, £000

H 45.1
44-° 43.6

• Lond
• National

on

Lower Decile Lower Quartile Average Upper Quartile Upper Decile

1 Across 31 acute and foundation acute trusts

SOURCE: NHS Trusts and Foundation Trusts 97



Q Doctor productivity - 9-14% of acute doctor spend can be saved if 50
80% of the potential improvement of stepping up to the median is
achieved

Percentile

Top decile

Top quartile

Median

Bottom quartile

Bottom decile

Current productivity levels,
FCE/staff member

Doctors

159

46

231

204

264

9-14%1

opportunity to
improve

productivity

1Top of range: bottom performers stepping up to 80% of the median (e.g., for doctors from 159 to 195). Bottom of the
range: bottom performers step up to 50% of the median (e.g., for doctors from 159 to 182)

Source: HES data, National Audit Office, team analysis
| 98



^Consultant productivity: Benchmarking income per consultant can
identify further productivity enhancements

Income net of drug costs per consultant WTE

2007/08 £m

Trust 1

Trust 2

Trust 3

Acute provider

Trust 5

Trust 6

Trust 7

Trust 8

Trust 9

Trust 10

Trust 11

Trust 12

Trust 13

Trust 14

Trust 15

Trust 16

Trust 17

Topdedle

Group benchmark average

1,752

1,582

1,559

I 1,439

1,436

1,421

1,416

1,367

1,366

1,358

] 1,282

]1.270

1,230

1,210

I 1,197

1,181

1,086

1,568

1,432

Consultant headcount

— Best in class (£1.75m
income net of drugs
per consultant) would
allow for 93 fewer

consultants

— Top decile (£1.57m)
would allow for 43

fewer consultants

Cost savings

- Best in class: £13.2m

— Top decile: £6.1m
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(fc Although London acute providers on average generate more income
per FTE, there is still scope to improve • London

Income / Nurse FTE, £'000, 2007-08
• Natio nal

258.8

Income (less drug costs) / Consultant FTE, 2007-08, £'000

1,788.1

1,644.0

1,513.0

1,405.4

1,310.6

Lower Decile Lower Quartile Average Upper Quartile Upper Decile

1 Across 31 acute and foundation acute trusts

SOURCE: NHS Trusts and Foundation Trusts 100



($ Acute providers - Variability of sickness rate highlights
opportunities for increase staff productivity
Sickness rate1 2005, Percent

JNATIONAL

By organisation type

Ambulance trust

Mental health and

community trust

Special health
authority

Acute trusts

PCT

SHA

England

By strategic health authority

North East

North West

East Midlands

West Midlands

South West

East of England

Yorkshire and

the Humber

London

South East

5.3

5.1

|4.8
4.6

4.5

J4.4
Ji

]4-3
ki

4.1
1

©
1 Time lost through absence as percent of total staff type excludes maternity leaves, carers leave and periods of absence agreed

Note: GPsand their staff not induded in these figures
Source: NHS Sickness Absence Survey 2005
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Q Drugs and Devices: Three levers have helped others to reduce drugs
spend by ~10%

Drugs: Detailed procurement savings levers

Levers

Purchasing
power

Demand

changes

Process

changes

Competitive tenders and
price negotiations
Purchasing consortia

Parallel imports

Control of therapeutic creep
Therapeutic substitution

Generic substitution

IV to oral sw itches

Enforcement of policies for
TTA* and outpatient drugs

Income control for drugs with
special reimbursement
Waste reduction

Optimised distribution
channels

Improve order-to-payment
process

Description

Need to audit current

Acute provider
procurement practices

Run tender exercises on drug classes with several
therapeutic or generic alternatives
Leverage increased buying power of purchasing
consortia

Capture the lowest possible prices from cross border
drug trade while guaranteeing supply and quality

Ensure that drugs are used w ithin guidelines
Switch to most cost-effective product in drug classes
with several therapeutic alternatives
Switch to most cost-effective generic alternative
Optimise intravenous vs. oral delivery routes
Enforce compliance w ith policies for TTA* and
outpatient prescriptions

Ensure full reimbursement for drugs that can be
specifically charged for (e.g., improved coding)
Optimise use of patients' drugs and avoid waste
Optimise use of home-delivery options and
dispensing of drugs in community pharmacies
Ensure full contract compliance and avoid
overpayment for drugs

Potential savings
im pact, %

> Up to 3-5

} Up to 3-5

} Up to 1-3

savings achievable
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Q Drugs and Devices: Reducing drugs costs to best in class
could yield savings of £17-40m

I I Drugs

I I Clinical supplies

Drugs and clinical supplies cost, as a % of income, 2007/08

Drug costs present a
significant opportunity
— Moving to best in

class, i.e., 5% of

income, could yield
annual savings of
~£40.4m

— Moving to top decile
drug cosIs, i.e., 7%
of income, could
yield annual savings
of~£25.5m

— Achieving the group
benchmark average
of 8% could yield
£16.6m in savings

— N.B., It is important
to understand if

Acute provider
clinical mixis

materiallydifferent
to peers

Trust 1 10 14

Trust 2 12 10

Trust 3 13 9

Trust 4 12 10

Trust 5 11 11 I

Trust 6 11 10 |

Acute provider 10 10 B

Trust 8 12 7 H

Trust 9 9 10 '• •

Trust 10 9 10 W

Trust 11 9 10 B

Trust 12 10 9 •

Trust 13 9 9 V

Trust 14 11 7 1

Trust 15 8 8 '

Trust 16 11 5

Topdedle 9 7 16

Group benchmark average 8 12 20
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|% Within London, acute providers proportionally spend more on drugs
^* and clinical supplies than their rest of UK counterparts • London

I I National
Drug and clinical supplies as share of total income, 2007-08, %

30.2

Drug cost as share of total expenditure, 2007-08, m:

15.7

9.8
n n

7.4 7.7
O.O

5.2 5.0
H./L 4.2

Lower Decile Lower Quartile Average Upper Quartile Upper Decile

1 Across 31 acute and foundation acute trusts

SOURCE: NHS Trusts and Foundation Trusts 104



Q Drug spend - Potential savings of£1.2-1,8b nationally through Inational
pulling different price and volume levers
Emillion, 2008/09. Drugs spend

Potential savings

£b % of spend

Secondary
care

Primary
care

11,800 r-^QT^
—I

360-600

Current /Reduce j Reduce Increase Optimise Increase Reduce Spend in
spend in /branded variability generics hospital clawback whole- drugs
drug [ drug price in prescri- penetra- drugs to salers' after

- PPRS/ bing tion procure- pharmacy revenues efficiency
schem^ practices ment pro-

(GPs) gramme

:___ 10,000-10,600 1.2-1.8 10-15

170-280 110:210 60-160 "^vfo'l I
2,200-2,300 0.2-0.3 8-12

7,800-8,300 1.0-1.5 11-16

M^^^lillpiiiKn^liii WWm
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JNATIONAL

Drug spend - After the recently negotiated PPRS scheme, the U.K.
branded drugs prices would be more aligned with the rest of Europe
Bilateral comparisons of ex-manufacturer prices, 2005
UK= 100 in 2005

108

103
101

Germany Ireland Finland

100
96

UK before France

2009

PPRS

scheme

96

Austria

Source: OFT Report on PPRS February 2007, team analysis

95

Nether

lands

PPRS scheme recently agreed with the
industry with a

• 3.9% reduction in 2009/10

1.9% additional reduction in 2010/11

95

Belgium

95

84

Estimated Italy
UK after

the 2009

PPRS

scheme

84

Spain

107



Q PCTs' prescribing costs - Potential savings of £0.4-0.6bn nationally, if
PCTs achieve the median or 80% of the potential of stepping down to
bottom quartile

Prescribing cost per age need weighted population* by PCT
£/capita, 2007/08

Median:_£15l/pop^

Bottom quartile^
£140/pop1

1 Age need weighted population
Source: Laing & Buisson NHS Financial Reports; DH Exposition book; team analysis

192

NATIONAL

Typical sources of
inefficiencies

< *

• Unexploited
switches to

cheaper
alternatives with

identical outcomes

• Avoidable

specialist and
restricted drug
spend

• Waste reduction

• Lack of formulary

• Supply chain
inefficiencies
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© Acute providers - potential to increase CT throughput by 50-100%
Number of CT scans per machine per hour of operation. 2006 NATIONAL

3.8
4.0

3.3

1.8 1.9
2.2

1.4

Hospital X Hospital Y Hospital Z Canadian U.S. AMC High volume Theoretical
capacity

Key levers to increase throughput

Reduce downtime e.g., scheduling, patient ready

Reduce rework

Standardize process e.g., consistent protocols

b

v-4^

hospital example example capacity <^^ftj^~'
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©Pathology: Moving to a 24 hr shift pattern could release £2.6m annually

Considerations defining
assessment of opportunity

• Demand for out of hours

services currently met by
existing staff

Replacing existing out of hours
arrangements with 24 staffing
cycle unlikely to require
employment of new scientists or
to free capacity

Under Agenda for Change
guidelines, staff working night
shifts would still be entitled to

33% premium pay

Optimal delivery of 24 hour
service would require
employment of sample reception
staff to maximise productivity of
scientists

Source: Team analysis

SANITISED EXAMPLEl!

Maximum opportunity of £ 2.6 m, p.a.

£000's

3,036

327
2,627

Total out of Agenda for
hours pay change

offset

Cost of

additional

sample
reception
staff

Total potential
opportunity
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©Pathology: The potential financial opportunity for Autolab utilisation is
£1m |SANITISED EXAMPLE

£ (000)

750
30 1,230 20

450

Alter Reduce Revenue from Volume Total Transport
staff mix1 capacity at new business Driven potential Costs4

other sites (15% growth) Discounts3 savings

150

1,060

Costs of Total

processing estimated
new business5 savings

1 Assumes xx of band 7 dinical chemists could be replaced by band 4 staff, and XXof band 8 haematologists replaced by band 6 staff
2 Assumed that 24 hour service could be effectively provided with addition of 1 additional sample receptionist at C&W, SMH and HH; 3 at Cx
3 Assumes x% increase in monthly auto transport (not applied to bike couriers)
4 Assumes X new staff (band 4 cc, band 6 haem) and reagent charge calculated by applying a\^rage reagent cost per order to incremental orders

with X% markup to capture plastics, processing and otherexpenses

Source: Team analysis 111



© Imaging: Absorbing outsourced MRI scans would save £1
1SANITISED EXAMPLE

Average number of outsourced MRI scans
per month

Paid private scans

Free private scans

Mobile scans (PCT)

Total scans per
month

180

50

200

Average number of outsourced MRI scans
per month

Paid private scans 300

430

Mobile scans (PCT)

Total scans per
month

E|

1 Assumes £100-200 peroutsourced scan

Source: Team analysis

390

£1 m could be saved by
bringing the activity back in
house

This assumes that

improvements in efficiency will
free up capacity for the activity
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© Imaging: potential savings of £95-140m by reducing variation in three
types of imaging referrals Rational

Potential improvement if PCTs step down to median or 80% of the top
quartile in the number of diagnostics per 1,000 weighted population

Number of diagnostics per 1,000
weighted population

Percentile CT scans

Top decile

Top quartile

Median

Bottom quartile

Bottom decile

%

improvement

Potential

savings, £m

35.7

39.8

46.6

52.9

64.4

MRI scans

20.1

23.3

25.9

29.3

34.3

Ultrasounds

58.1

67.1

80.0

93.1

103.0

Source: Department of Health Diagnostic Waiting List Returns; DH Exposition book 07/08

f 9-16% potential
improvement in

these three

investigations

X

8m. diagnostics

X

£70-295 per
diagnostics

£95 - 140m

savings
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o Inpatient beds

Operations
effectiveness

Objective

Increase number

of patients p.a.

Reduce time per

patient

Action

i— Reduce unutilised beds by ward

Maintain a proportion of flexible opening
beds to meet demand

Reduce length of stay
Ensure low complication rates by eliminating
-hospital infections, falls, bed ulcers, drug
errors and line infections

Implement proactive discharge planning
Reduce LOS for long stay patients

Analysis

A LOS peer
comparison

ALOS/specialty

Peer comparison
of day case rates
Peer comparison
of excess bed

days

Key levers

Rationale

Increase available

capacity

Reduces bed

turnaround and free

capacity
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Q ALOS has improved significantly in London and NEL
but is not yet at Upper quartile levels

8.5

8.0

7.5

7.0

6.5

6.0

5.5

5.0

4.5

*» _

ALOS - NEL

ALOS - UQ

ALOS - London

7\BS % change

0 "*—
2004/05 2005/06 2006/07

SOURCE: HES online 115
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£} Although London acute provider DOSA is broadly in line with national
figures, EBD's are higher • London

^J NationalDay of surgery admission (DOSA), %

Excess bed days (EBD) as share of total bed days, %

22.3 22.3

Lower Decile Lower Quartile

1 Across 26 acute provider trusts

SOURCE: Dr Foster Intelligence

97.1 97.1

Average Upper Quartile Upper Decile
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© Achieving productivity gains in ALOS and implementing HfL wil
substantially change capacity requirements in the acute sector

Change in number of beds from 2007/8 to 20016/17 across London, versus 2007/8 current bed numbers1
#

Current

ALOS

Current UQ

ALOS

improvements
2.3%_p_.a.^

3% p.a.

4% p.a.

Base case

2016/17

-1,211

-2,275

-3,692

% reduction in beds

from 2007/8 numbers
1 Total number beds provided in acute setting 07/08 in London: 18,193. Includes acute (14,538), geiiatrip (2148),x|maternity (1458) and some mental

illness (19) beds provided by acute trusts

13-20%

2,744

Core HfL

2016/17

-2,470

-3,455

19-26%.

SOURCE: DH guidance, NEL submission, Hospital Activity Statistics

1,193

Aggressive
HfL 2016/17

-1,186

-4,398

-5,263

-6,414

Aggressive ALOS reduction
3-4% p.a.

By 2016/17 upper quartile
performance is expected to
improve from 2.3% p.a.
and ALOS reduction will

need to increase to keep
pace

In the aggressive scenario,
this could mean up to 30-
35% reduction in beds

from today's levels
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O Theatres

Operations
effectiveness

Objective

Increase

i-l number of
patients p.a.

Reduce time

per patient

Reduce cost

per time unit

Source: Team analysis

Action

Ensure all theatre slots are booked and reduce

cancellations and DNAs

Increase number of operating sessions per day
and extend operating days

Increase session time utilisation

Start sessions on time

Avoid early finishes

Reduce clinical staff costs

Improve clinical staff mix
Reduce number of staff

Shift procedures from day care
to procedure rooms

Analysis

Overall theatre

efficiency and
cancellations

Minutes wasted

during sessions

Peer comparison
of emergency
readmissions

Key levers

Rationale

Additional capacity
could bring in
additional income

Especially with
specialties with a
short time per case

Key quality indicator
used by
commissioners
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o Theatres: Improving utilisation across sites could release 4.5-6.5 theatre
equivalents |san.tised example

Session Theatre Cost savings
Hours equivalents3 equivalents3 Costs4 opportunity, £m

Late starts

Early
finishes

Overruns

60001

30002

7000

6000

3000

TBD

1500

750

1800

1500

N/A

3.0

1.5

3.5

3.0

N/A

Paycost per
session: 2402

Paycost per
session: 2402

Nurse pay cost
hour: 252

Anaesthetist pay
cost per overrun
session: 1128

3.6

1.8

4.2

3.6

0.9-1.3

turnoyerv
Mrne^lS

Total opportunity: 4.5-6.5
theatre equivalents or

£6.3-9.1 m

1 Assumes start t'me is knife to skin

2 Assumes start tine is anaesthetic conduction

3 Assimes 4 hour session length, 2 sessions per.theatre per day, 5days per week, 50 weeks peryear. Each theatre's capacty is roughy 500 sessions
4 Pay costs are for anaesthetists, nuises, assistants, admin ony. Nosurgeon costs are included. No non-pay costs are included (eg., supplies). For overruns; assumes

anaesthetists receive session compensation for overruns > 2 hours

Source: Team anaJysjs iila



© Outpatients

Operations
effectiveness

Source: Team analysis

Objective

Increase

number of

patients p.a.

Reduce time

per patient

Reduce out

patient cost
per time unit

Action

r- Optimise use of clinic room and space

Reduce cancellations

Extend hours and days of operation

- Reduce DNAs

Increase session time utilisation

Start sessions on time

Avoid early finishes
Reduce mid-session w asted time

r- Reduce new to follow-up ratio

Reduce clinical staff costs

Improve clinical staff mix
Reduce number of staff

Implement alternating telephone consultations
for long term conditions

Analysis

Cancellation

rate

DNA rate

New to follow-

up ratio

| ] Key levers

Rationale

Wasted capacity
Patient experience
Administrative costs

Wasted capacity

First visits generate
more revenue

Financial risk if PCTs

cap payments for follow
up visits
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A Potential savings of £0.2-0.3b, if PCTs achieve the median follow-ups to
new OP ratio or 80% of the potential of stepping down to bottom quartile

JNATIONAL
Impact of reducing ratio of OP follow-ups to new to the median or
80% of the potential of stepping down to the bottom quartile

Percentile

Bottom decile

Bottom quartile

Median

Upper quartile

Upper decile

Follow-up to new ratio - All acute
hospitals in England. 2006-07

1.50

1.91

2.16

2.46

3.27

\| 9-13%1 reduction

in OP follow-up
attendances

29m. OP follow-up
attendances

£79 average price
per OP follow-up

£200-300m

1 Top of range: underperformers achieve 80% of the potential rnprovement of stepping down to bottom quartile. Bottom of the range: underperfoimers step
down to the median I -|22

Source: HES data 2006/07, team analysis



JOUTPATIENTS
©Outpatients: Reducing DNA rates could release appointments for new

. „ . ., ICAMITICCnCVftMir

activity or capacity reduction
Outpatient appointment cancellations overview, 2007/08

Number of outpatient \ appointments, 000s

1.000

100

100

100

Appointments Patient Hospital DNAs
Acute cancellations cancellations
provider
% of total

Best

Top decile

SOURCE: Dr. Foster 2007-08, team analysis

700

/

Attendances l\

SANITISED EXAMPLE

Cancellations lead to

unnecessary rework for
administrative and clerical

staff, and to unused
consultant and space
capacity

Reducing DNA rate from
12% to the top decile and
best in class, could provide
additional income assuming
these slots were refilled.

In addition, reducing
cancellation rates and DNA

rates could have a cost

saving for administrative and
clerical staff

123
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^^ |NATIONAL
Q Acute providers - Potential to increase usage of the clinical rooms in

80%1 of the potential slots ^""" >80%
Clinical room usage

<

E
o
o
j-

o

"E

o

m

E
o
o
s_

O

"E

o

o

E
o
o
i-

o

"5

o

Morning

Afternoon

Evening

Morning

Afternoon

Evening

Morning

Afternoon

Evening

Monday Tuesday

75% 35%

80% 60%

80% 60%

75%

80% 60%

80% 60%

75% 35%

80% 60%

80% 60%

1 Assumes target utilisation 80% ormore

SOURCE: Team analysis

Wednesday Thursday

53% 91%

85%

65%

53% 91%

85% 45%

65% 45%

53% 91%

85% 45%

65% 45%

Friday

34%

56%

56%

34%

56%

56%

34%

56%

56%

Saturday

45%

\5%

45%

45%

45%

\5%

45%

45%

50 - 80%

< 50%

Sunday

10°/

15%

5%

15%

5%

10%

15%

5%

"

124



NATIONALQ Supply chain/procurement: although significant savings already (
captured, there is still an opportunity estimated at £1.1-1.9b
Emillion. 2008/09. Clinical and non clinical supplies spend, excl. drugs and estates

Clinical

and non

clinical

supplies,
excl. drugs
& estates

costs

GP spend in supplies

Central budgets

Capital
expenditure

PCTs - Opex

NHS Trust - Opex

10-15% savings on
GP supplies
7-12% for the rest

15.3-16.1

Clinical and Savings on Savings on Clinical and

non-clinical

supplies
spend, excl
drugs and
estates, after

efficiency

non-clinical

supplies
spend, excl
drugs and
estates

purchases
under PASA

managed
contracts

purchases
not under

PASA

managed
contracts

SOURCE: National Audit Office-Summarised Accounts; NHS Purchasing and Supply Annual Report 2007/08, DH -
Departmental Report 2008, team analysis

Key opportunities

Extend the national

procurement contracts
to other categories,
including central
budgets and capital
expenditure

Accelerate

implementation of
collaborative hubs

Enforce PCTs/Trusts

to buy through PASA
contracts/frameworks

Improve inventory
managements
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ft 10% to 15% savings on external spend can be typically achieved i
through a comprehensive procurement project
Percent savings based on 75 projects since 1997

50

savings

%

Microfilming c^;.;,:^.,:,;,:;K.;_.;f:. -,_m-.: •-••1T::- ••':•[•;.! -iiiir •,• -;>_.i

Waste removal -:•"•"• """•" -[-••;-=••••--——---" .--- . --yrr

— 43

Employee food discounts 40

35

34

a

Filters

Elevator service

IT maintenance I 30
Weiahl

Printing I 29( verage s;

Clinical engineering j 29 = 131

Cardiology products ! 27

Office supplies I " 26

Business forms I 22

ITprogramming I 22

Blood products I 21
Electrical/electronic parte [•-.21
Paint [ 20
Plumbing supplies 1.20

Food services 1 . 20

Source: teamansilysis1 PSMdatabase

Cleaning supplies

Office equipment

Travel

Laboratory services

Computer equipment

Capital equipment

Telecommunications

Consultants

Facility maintenance

Postage

Medical and surgical
supplies

Miscellaneous hardware

Contract labor

Linen and laundry

Laboratory supplies

Orthopedics I

NATIONAL

]

]l9
]l9

J18

]17
]l5
||l5
|l4

jl6

]9
]8
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© The Supply Chain Excellence Programme aimed and captured £0.5bn
savings out of £15bn spend, equivalent to 3% of the spend inational

National

Contracts

Procurement1

Collaborative

fils:ff«f

Total

Initial savings
estimate - 2004

240

270

1 Includes expected savings from Wave 1 and Wave 2

New targeted
savings - 2005

407

326

Final savings
achieved - 2007/08

240

270

«M



Q Estates costs -Trusts' asset utilisation varies sixfold
Revenue to fixed asset by trust1, average 2002/3 - 2004/5. Percent

450%

400%

350%

300%

250%

200%

150%

100%

50%

0|/o

Least

efficient trust

50

If all trusts step up to
the average or the top
quartile£3.3-8.3bn.
in assets could be

freed up

100 150

1 Acute and mental health trusts

Source: Laing & Buisson financials; National Asset Register 2007; Team analysis

200

|NATl ONAL

Most efficient

trust

I 128



Q Estates optimisation - Potential savings of£0.4b if PCTs and |national
trusts optimise utilisation of their estates
Emillion. 2007/08. Estates costs

PCT

IH&C

Providers

3.340

'160-1901"

585

Current PCTs

estates costs,

excluding —^—
central Savings from estates optimisation1
agencies

:95-105=l

290^05

Mental Health Acute

& community providers

2,740-2,795

10 10

PCT MH&C

j -J-** r

Acute

providers

Additional estates costs from upgrading
facilities2

£165m.

1 Calculated as trusts below median reaching median or 80% of topquartile value in sq.m. per bedorsq.m per WTE. Same assumption applied to
capture savings from vacating currently unused space

2 Calculated to reach Condition B ("the asset is sound, operationallysafe and e>hibits only minor deterioration") and associated annual estates costs

2,905-2,960

Estates costs

after

optimization
and upgrading
of facilities

| 129



@Potential savings of £130-160*m from vacating current unoccupied
space at providers' and PCTs estates... |national

Opportunity to optimize space use if providers and PCTs vacate between 80-
100% of the unoccupied space

Vacant space as proportion of total space, %

Acute

providers

0

0

1.6

4.6

Mental health

and community PCTs

0 0

0 0

1 3.0 ] 2.3

7.7 7.5

Percentile

Top decile

Top quartile

Median

Bottom quartile

Bottom decile 8.5 11.8 14.3

Potential

savings from
release, £m

72-90. 28-35.

* Range assumes 80% of maximum to maximum possible vacant space is disposed of
** Extremely conservative as costs generally taken to be £300-4007sq.m.
Source: NHS Information Centre: Estates Returns Information Collection 07/08; team analysis

Current vacant space
725,000 sq.m. (providers)

and

190,000 sq.m. (PCTs)

£172/sq.m.** (providers)
and

£183/sq.m.**(PCTs)

£100-125 m (providers)
and

£28-35 m (PCTs)

7
130



NATIONAL@... and additional potential savings of £0.4bn from better use of
providers' and PCTs' estates

Opportunity to optimize space use if all providers step down to median or 80% of top
quartile in use of sq.m./bed or sq.m/ WTE

Occupied space per ~}Occupied space per bed,
Sq.m./bed WTE, Sq.m./WTE

Percentile

Top decile

Top quartile

Median

Bottom quartile

Bottom decile

Acute

providers
Mental health

and community PCTs

Potential

savings from
optimization,
£bn

47

61

70

85

109

1 56

74

93

120

* Extremely conservative as costs generally taten to be £300-400/sq.ra
Source: NHS Information Centre: Estates Returns Information Collection 07/08; team analysis

5.9

I
]
]
1

9.1

14.4

22.6

43.0

15-16% potential
Improvement in provider

space utilization
and

31-39%improvement in
PCT space utilization

10.5m sq.m. (providers)
and

2.1m sq.m. (PCTs)

£172/sq.m.* (providers)
and

£183/sq.m.*(PCTs)

£0.26-0.28 bn (providers)
and

£0.13-0.15 bn (PCTs)

/
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o PFI restructuring - renegotiating the interest charges of 80% of the PFI
schemes by 2-3bp1 could reduce financing cost by £0.1-0.2b. i,
nationally
£ billion. 2008/09-2013/14

-9.5

Total average
book value of

PFI schemes

(2009-13)

#

1 Basic points

SOURCE: Treasury; team analysis

1.3

Average
annual

payments for
PFI schemes

(2009-13)

0.1-0.2

Potential

reduction on

interest

charges
(2-3b.p.i)

1.1-1.2

Average
annual PFI

payments after
re-negotiation

NATIONAL

Key opportunities

Renegotiate interest
rates charges taking
advantage of

— Reduction in interest

rates (from 5.5% in
2008 to 0,5% in
March'09)

— Government

guarantee to borrow

— Limited ability of the
PFI holders to

borrow and need of

some for cash

/
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© PFI restructuring - in the new context of low interest rates, worth
exploring renegotiating the PFIs to lower the £1.3bn annual payments

|national

Majority of PFI schemes negotiated in times of
high interest rates, typically paying 6-8% interest
rate, and everybody could borrow money

Bank of England official bank rate, 2001-2009.%

6

2001 2009

Source: Bank of England, Treasury

Worth exploring the possibility of using the
government guarantee to renegotiate the interest
charges, given the large size of annual payment

PFI forecast unitary payments 2008-2013, £m

% of unitary charge
over PFI book value

1,515

1,384

1 227
l,ZO^

*

1,082

2009/10 2010/11 2011/12 2012/13 2013/14

"i2%J i I47o )) '! I4Vc >) C14% )) : 14%

I 135
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Productivity improvements in the non-acute sector will come primary from
staf productivity, the effects of scale and drug-related spend

Spend category Example source of sav ing

A

B

Staff producti- GPsand nurse practitioners increase time spent perpatient to reach 25h
vity and scale patient-facing time per week

Primary care staff adjusts ski11-mix so that 50% of appointments are attended
by nurse or nurse practitioner (from 33% today)

Nurses increase median numberof visits perday so as to achieve 10%
above the median productivity (increase in efficiency of 15%)

Community service line staff adjusts skill-mix (e.g. ensuring 70% of the
current mix of activities is earned out by the minimum staff band required)

Consolidation of GPs in polysystem reduces admin from 1.6 admin/ GP
average to 0.2 admin/ GP in average

Average patient facing time decreases by 20% across primary and
community care

Space and Consolidation of GPs and community services in polyclinic networkenables
scheduling increased use of space, from 50% up to 80%

Drug spend
Reduction in drug branded price (PPRS 2009 agreement expected to deliver
average savings of 5% from 2010 onwards

Reduction in prescribing variability by bringing London average prescribing
cost from £153/pop1 to national top quartile of £140/pop1

Total

SOURCE: Teamanalysis, details in back-up

Potential savings for London, 2016/17
(from efficiency improvements) £m

615

65

150

225

n
140

U

570

55
U

90

n
120
U

This will only happen if
Incentives are aligned
to consolidate care in

the polysystem
Community tariffs are
put in place to drive
community care
efficiency
GP contracts are

renegotiated to
remove duplication
and drive productivity

2,030



A
Primary care providers - A low-performing GP can spend less than
30% of their contracted hours actually seeing patients

Number of hours

37.5

5.0

:0.5=*—i

5.0
18.5

2.2

Contract Admin CPD GP On-call Allocated Appts.
ed hours Forum to appts lost to

DNAs

1 Not including patients seen whilst on-call

Source: Interviews with PCT and practices; team analysis

111.71
TZ1.7IL

ri.9n„_LL2

Appts. Urgent Covered Time
lost to slot, by spent on
tea brks not used locum direct

patient
care1
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A
Potential GP productivity improvement could be worth £0.4bn to
£0.6bn, enabled through the polyclinic setting
Number of hours sent on direct patient care1

By achieving current standard performance, GP
productivity improvement could be worth £ 94-175m

18.5

'

11.0

Very weak Typical weak Standard
performer performer

Assuming that:

10% GPs are 25% GPs are 13% potential
v. weak + weak = productivity

performers performers increase

X

7090 projected FTE GPs in London in 2016/17
with 2.2 practice staff per practitioner2

£175m

By consolidating into a polysystem, additional GP
productivity improvements could be worth up to ~£420m

Enabled by
cutting 30%
admin time

Standard

Enabled by
cutting 75%
admin time

Improved
(core)

Improved
(aggressive)

In a consolidated poly-system, additional GP
productivity increase of 14% (core) or 35% (aggressive)
could save an additional £175m in the core scenario

and £440m in the aggressive scenario

1 Not including patients seen whilst on-call; 2 Assumes current ratio of 17 admin staff per GP and 0.5 Nurse practitioner per GP; 3 Assumes average
annual salaries in 2016/17 of £119kfor GPs, 55kfornurse practitioners and 25kforadmin

Source: Interviews with PCT and practices; Royal college of general practitioners; team analysis

/
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A Current poor performance in patient facing time is also evidenced by
performance in access

Number of GP practices. 2007/08

8% of the GP practices perform 20%
worse or more than the median

41 50 51

21 28 29r^lI34
121433335336 6 6 6

25% of the GP practices
perform 5-20% worse pia
than the median ^a
t A Jl

244249

141 133
132 129

112|
ion

74 73^71
"58

214

2on „,
r-i 193

151

361
357354r3K

409 408 407
—1398-1

38! 383

329

308

137

30 3338 40414243 44 4546 4748 4950 5152 5354 55 5657 5859 60 61 6263 6465 66 6768 6970 71 72 7374 7576 77 7879 8081 82 83 8485 8687 88 8990 9192 9394 9596 97 98 99 10
0

%able to make an appointment within 48 hours

KSB?!^^
Wh



A In addition, changing the current skill-mix could save an additional
£64-84m • core

Staff WTE | Aggressive

Ratio of

GPto NP

4,654

2,327

GP NP

2007

2:1

7.090

3.545

GP NP

2016/17

'do nothing scenario'

2:1

5.305

2.650

GP NP

2016/17

After productivity
improvements

2:1

1 Assumes average annual salaries in 2016/17 of £119kfor GPs, 55kfor nurse practitioners

Source:lnterviews with PCT and practices; Royal college of general practitioners; team analysis

Results in

additional savings
of£64-84m on

Primary Care

4.000 4.000

GP NP

2016/17

After skill-mix

adjustment

1:1
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A
In Community care, there could be the potential to deliver same level of
activity with 11-15% less staff

Average number of daily visits by nurse in specified
period in a PCT, 2008
%

Average
daily
visits

24 24

20

12

1 1

1-2 2-3 3-4 4-5 5-6 6-7 7-8 9-1010- 11-

11 12

|PCT EXAMPLE

Impact of reducing variability of district nurses
productivity

Median number Required number of
of daily visits by nurses for current
nurse level of activity
Visits/day N.ofFTEs

Current

situation

Potential if under-

performing DNs1
achieve the median

Potential if under-

performing DNs1
achieve 10% above

the median

5.6

6.3

6.6

100-

89«-

85«-

Assuming that Staff pay represents 60% of community care costs2,
a 15%staff reduction would represent £150m savings

1 District nurses

2 £1.65 bn in the 'do nothing' scenario by 2016/17

Source: 3-month sample of district nurses in provider arm of a PCT; team analysis
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A And specifically in community care, one PCT has identified a set of
initiatives to increase efficiencies of service line services by c.

PCTEXAMPLE

Efficiency improvement initiatives

(+) Adjust skill-mix of Service line staff

^2) Reduce administrative time by employing more admin, staff
^-^ and intra of lean processes

ffi) Reduce management time of lower band staffs

(g) Streamline travel routes of clinical staff

\§y Reduce data entry team once EMIS Web is fully functional

|gj) Replace night sitting agency staff with permanent staff

Total

tnll^rt?^re£0n£^

i~ ^ferie^^ni^illip^:

Share of savings
% of budget 08

1*6

.ypW^i



A
Consolidating GPs in polyclinics should enable a lower use of admin
staff and savings of £145-195m
Staff WTE

/
7.912

6,981

GP + NP Admin

2007

Ratio of GP+

NP to Admin
0.9:1

9.330

8.230

GP+NP Admin

2016/17

After skill-mix

adjustment

0.9:1

8.230

1.645

GP+ NP Admin

2016/17

After Admin

reduction

0.2:1

1 Assumes average annual salaries in 2016/17 of £119k for GPs, 55k for nurse practitioners and 25k for admin staff

Source interviews with PCT and practices; Royal college of general practitioners; team analysis

Core

Aggressive



A Reducing appointment times by 30% would provide an additional
£570m savings

Additional 30%reduction in

appointment time impact on

Primary care staff
Community service staff
Overheads

Total

Savings
(£m)

£250 m

£300 m

£20 m

£570m
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B Increasing space utilisation reduces the unit cost of attendance in
primary and community care

Unit cost/ attendance

£

64.0 r

60.5 -

60.0

40 50 60

y^grjp^R^iyt$^

70 80

With a base population of 60,000,
increasing space utilisation from 50% to
80% could save 1 % of total costs

90

Space
utilisation rate

100

Population served
'000

*P&l:!



c Within drug spend, the PPRS 2009 agreement expected to deliver
savings of 450m p.a. from 2010-11 onwards

Total expenditure on prescription medicines in
England - Branded drugs
Ebillion. 2005/06

5.5

I Historical growth ]j
lof6% p.a. \

Primary care spend
represents 77% of
total branded drug

^s^ spend

7.1

Primary care- Secondary care Total spend in
Bx spend - Bx spend branded drugs

Pharmaceutical Price Regulation Scheme 2009
agreed price reductions/increases
%. 2009-2013

-3.9

a1 Lj«0.1"-

2009 2010 2011

C0.2!

2012

CS0.2:

2013

-5.3

Total

2009-13

Source:Office of FairTrading: PPRS-An OFT evaluation survey; DH PPRS 2009; team analysis
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c With potential savings of £0.4-0.6bn in PCT's prescribing costs, if PCTs
achieve the median or 80% of the potential of stepping down to bottom
quartile

Prescribing cost per age need weighted population1 by PCT
£/capita, 2007/08

London average
£153/pop1
Median:

£151/pop1

Bottom quartile
£140/pop1

85

1 Age need weighted population
Source: Laing & Buisson NHS Financial Reports; DH Exposition book; team analysis

192

Typical sources of
inefficiencies

• *

• Unexploited
switches to

cheaper
alternatives with

identical outcomes

• Avoidable

specialist and
restricted drug
spend

• Waste reduction

• Lack of formulary

• Supply chain
inefficiencies
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The main sensitivities as a commissioner are how the acute H
tariff will be set externally, growth, and primary/community rotentia,HTrditureJtnt201!i1IJ * *J ' • J J (aggressive HfL; base case activity grovvth)

integration into polysystems

Increase in spend
Decrease in spend

Factors affecting
cost savings

Aggressive case But if it
assumes was...

Potentially because.

(aggressive HfL; base case activity grovvth)

£12.1bn
(vs £12.7bn funding lowcase)

Change in expenditure

£m %

Overall growth in
activity

4% CAGR,
£12.1bn cost

5.5% CAGR, £13.1bn
or 1.4% CAGR, £11.Obn

Supply-led demand increases
plus demographic growth I -1,119 968 I -9.3 8,01

„

I"

Acute growth rate c. 0.9% CAGR

growth
c. 3.5% CAGR Higher demand for IP-related

services, particularly A&E, OP
655 :

Non-acute growth
rate

c. 4.9% CAGR

growth
c. 6.1% CAGR Higher latent demand as access

improves
682 -

Reduction in acute

tariff

3.7% overall CAGR

efficiency requirement
1.8% overall

CAGR

Future efficiency targets are
reduced

1.1122 7.22

IP shift to lower

cost settings
17% shift 8.5% Only half activity shifts (e.g., rollout of

only 1/2polysystems^
J 295 F.5

7

I

OP shift to lower

cost settings
55% shift 27.5% Only half activity shifts (e.g., rollout of

only 1/2 polysystems)
87 0.

A&Eto lower cost

settings
60% shift 30% Onlyhalf activity shifts (e.g., rollout of

only 1/2 polysystems)
19 0.

1° integration into
polysystem

100% integration 50% Onlyhalf of 1° integrates with lower
unit cost of polysystem

590 J 4.9

4.1

I

CHS integration
into polysystem

100% integration 50% Onlyhalf of CHS integrates with lower
unit cost of polysystem 490 ]

Removing duplication
of services

EH, OH.MIU
duplication removed

None Inability to renegotiate contracts/
incentivise GPs to remove duplication 30 0.

LTCs 40% of acute LTC, 10%
complex, 30% non-
complex prevented

Only half is prevented
Poor targeting or ineffective
interventions for proportion of patients 103 0.9

Prevention 10% emergency
medicine prevented

5% of emergency
medicine prevented

Poor targeting or ineffective
interventions for proportion of patients

58 0.5

Decommissioning 7% all elective procedures
30% OP, 10%A&E, 10-
15% diagnostbs

ity levds before activity shift in onie

Onlyhalfis Lack of strict adherence to protocols ! I225 11.9
1 In 2007/8 prices
2 Calculated base on acute activ

SOURCE: Team analysis
to be comparable to £2.1 bn tariff saving. If calculated folowing shift increase in spend is £620m (5.2%) due tolower acfvity levels inacute s£ttin!g50



Key sensitivities behind the savings in non-acute setting |back-up
are time/case, admin support levels and drug costs Potential spend inmm

Factors affecting
cost savings

Aggressive case But if it
assumes was...

Due to.

(aggressive HfL)£11.6bn
(vs£12.1bn funding low case)

Change in spend1
£m %

Time/casein

polysystem
Acute/1 °/Comm/A&E

30/10/20/15 mins

Acute/1 °/Comm/A&E

40/15/25/20 mins

Staff spend 5-10 more
minutes/case than estimated

625

0.3 FTE/dinical staff

(inc. GPs, nurses,
consultants)

0.8 FTE/dinical staff

(inc. GPs, nurses,
consultants)

More admin staff are required despite
consolidation of activity

Admin staff
356 3.1

Drug costs 15% reduction in

new setting
0% reduction in

new setting
Gains from switch to generics,
prescribing less and new tariff not made

323 b.8

Staff mix GP:ConsultantNurse

OP (0%:40%:50%)
Primary (50%:0%:50%)

GP:ConsultantNurse

OP (10%:80%:10%)
Primary (80%:0%:20%)

Nurses take on a lower proportion of
work from dodorsinthe new

settings
286 >

66% 50% GPs do not reach upper-quartile
utilisation rates

^^^^

GP utilisation
220 j„

Nurse utilisation 66% 50% Nurses do not reach upper
quartile utilisation rates

205 I1.8

Diagnostics Weighted a v.
unit cost £13

Weighted av. unit cost
£45 (current tariff)

Polyclinic does not improve unit
costs from current tariff 159 ],.

Supply costs in
polyclinic

20% more

expensive
Supply costs in 2016/17 are
20%higherin real terms

64 10.6

Space utilisation 80% 50% Ineffident scheduling reduces 24
utilisation

0.2

Polyclinic size 1,520m2 2,030m2 Average size of polydinic is larger
than estimated _

15 0.1

5.4

1 In 2007/8 prices
2 Includes savings generated from actrv ty shiftingfrcm acute to non-acute setting as well as prrnary and community productivity savings
SOURCE: Team analysis
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Summary: the funding gap at 2016/17 for the different growth and PCT
funding allocating assumptions (straight-line implementation)

##/##/## = "Status Quo"/ Core HfL scenario / Aggressive HfL scenario

Associated cumulative capital and
transition costs 2007/8-2016/17

£m

Total capital Total transition
costs costs

0/430/260 0/950/520

0/560/330 0/1,200/610

0/620/370 0/1,350/700

Gap between expenditure and PCT funding allocation
(includes capitalised operation/transition/setup costs)
£b (positive number = funding surplus1; negative number =
funding gap2), 2016/201734

Lower range
growth

Lower case Base case

PCT funding PCT funding
allocation allocation

-1.0/0.2/1.7 -0.3/1.0/2.4

Higher case
PCTfundind

allocation

0.3/1.6/3.0

Base case

growth
-2.7/-1.2/0.5 -2.0/-0.5/1.3 -1.3/0.1/1.9

Higher range -4.1/-2.4/-0.4
growth

-3.4/-1.7/0.3 -2.8/-0.9/0.9

1 i.e., PCTs funding allocation > PCT's expenditure
2 i.e., PCTs funding allocation < PCT's expenditure
3 In real terms (net of inflation i.e, excluding inflation), 2007/8 nimbers
4 Fifteen polysystems rolled out in year IS'17 straight-line rnplementation scenario (130 total)

SOURCE: GLA demographic forecast, HES data, HAS data, reference costs, HfL growth assumptions; Q research; Monitor tariff
guidance; Laing & Buisson trust income and costs data for2007/8; team analysis
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Summary: the funding gap at 2016/17 for the different growth and PCT
funding allocating assumptions (front-ended implementation)

##/##/## = "Status Quo"/ Core HfL scenario / Aggressive HfL scenario

Gap between expenditure and PCT funding allocation
(includes capitalised operation/transition/setup costs)
£b (positive number = funding surplus1; negative number =
funding gap2), 2016/201734

Lower range
growth

Lower case Base case

PCT funding PCT funding
allocation allocation

-1.0/0.3/1.7 -0.3/1.0/2.4

Higher case

PCTfundind
allocation

0.3/1.7/3.1

Base case

growth
-2.7/-1.1/0.6 -2.0/-0.4/1.3 -1.3/0.2/1.9

Higher range -4.1/-2.3/-0.4
growth

-3.4/-1.6/0.3 -2.8/-0.9/1.0

Associated cumulative capital and
transition costs 2007/8-2016/17

£m

Total capital
costs

0/430/260

0/560/330

0/620/370

Total transition

costs

0/950/520

0/1,200/610

0/1,350/700

1 i.e., PCTs funding allocation > PCT's expenditure
2 i.e., PCTs funding allocation < PCT's expenditure
3 In real terms (net of inflation i.e, excluding inflation), 2007/8 numbers
4 Two polysystems rolled out in year 16/17 front-ended rnplementation scenario (130 total)

SOURCE: GLA demographic forecast, HES data, HAS data, reference costs, HfL growth assumptions; Q research; Monitor tariff
guidance; Laing & Buisson trust income and costs data for2007/8; team analysis

In front-ended scenario less

transition costs incurred in year
16/17 due to fewer polysystem
launches toward end of period
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Summary: the funding gap at 2011/12 for the different growth and PCT
funding allocating assumptions (straight-line implementation)

##/##/## = "Status Quo"/ Core HfL scenario / Aggressive HfL scenario

Gap between expenditure and PCT funding allocation
(includes capitalised operation/transition/setup costs)
£b (positive number = funding surplus1; negative number =
funding gap2), 2011/201234

Lower range
growth

Base case

growth

Higher range
growth

Lower case Base case

PCT funding PCT funding
allocation allocation

-0.3/0.0/0.5 0.0/0.3/0.8

-0.7/-0.4/0.1 -0.4/-01/0.5

Higher case
PCTfundind
allocation

0.1/0.4/0.9

-0.3/0.0/0.6

-1.1/-0.8/-0.2 -0.7/-0.5/0.2 -0.6/-0.2/0.3

Associated cumulative capital and
transition costs 2007/8-2011/12

£m

Total capital
costs

0/130/80

0/170/100

0/190/110

Total transition

costs

0/285/155

0/360/180

0/400/210

1 i.e., PCTsfunding allocation > PCT's expenditure
2 i.e., PCTsfunding allocation < PCT's expenditure
3 In real terms (net of inflation i.e, excluding inflation), 2007/8 nunbers
4 Nineteen polysystems rolled out inyear 11/12 straight-line implementation scenario (thirty-nine in total by 2011/12)

SOURCE: GLA demographic forecast, HES data, HAS data, reference costs, HfL growth assumptions; Q research; Monitor tariff
guidance; Laing & Buisson trust income and costs data for2007/8; team analysis
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Summary: the funding gap at 2011/12 for the different growth and PCT
funding allocating assumptions (front-ended implementation)

##/##/## = "Status Quo"/ Core HfL scenario / Aggressive HfL scenario

Gap between expenditure and PCT funding allocation
(includes capitalised operation/transition/setup costs)
£b (positive number = funding surplus1; negative number =
funding gap2), 2011/201234

Lower range
growth

Base case

growth

Higher range
growth

Lower case Base case

PCT funding PCT funding
allocation allocation

-0.3/-0.2/0.4 0.0/0.1/0.7

Higher case

PCTfundind
allocation

0.1/0.2/0.8

-0.7/-0.7/0.0 -0.4/-0.4/0.3 -0.3/-0.3/0.4

-1.1/-1.0/-0.3 -0.7/-0.7/0.0 -0.6/-0.2/0.1

Associated cumulative capital and
transition costs 2007/8-2011/12

£m

Total capital
costs

0/220/130

0/280/165

0/310/190

Total transition

costs

0/480/260

0/600/300

0/680/350

1 i.e., PCTsfunding allocation > PCT's expenditure
2 i.e., PCTsfunding allocation < PCT's expenditure
3 In real terms (net of inflation i.a, excluding inflation), 2007/8 nunbers
4 Forty-five pol/systems rolled out in year 11/12 front-ended implementation scenario (sixty-fh/e in total by 2011/12)

SOURCE: GLA demographic forecast, HES data, HAS data, reference costs, HfL growth assumptions; Q research; Monitor tariff
guidance; Laing & Buisson trust income and costs data for2007/8; team analysis

In front-ended scenario more

transition costs incurred in-year
11/12 due to more polysystem
launches
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London commissioner expenditure from 2007/8 to 2016/17 including
inflation, activity growth and HfL implementation

Total 2016/17

Impact of expenditure Impact from
2007/08 activity growth from activity incremental
Expenditure only growth only cost inflation

-4-ApjiJa, |....._JLL
EltoLary.ca.ro j 2JL

-t-Community ....: 1H.

H7. I
..U
.9A

I &5
3.4
14

4- Hi
i HJ5

,_L H2
Other Non-acute (acute

§MfMi9.R9iy3JSlsra), } HP—.
Mental Health I _U3_
Lpimim!<Ssa^Dli£2ZZl'.'.'.Y.'.'.'.'.ZH2 ~
Ei&§p.i!JMjfl ! HP_
Phjarrnacy____ ..i....._Hfi,_.

0.4 _
._ p,vQ„

2'.0
'.ZZsaZZ'.

0,0,
i _ 0.3
Z-ZIU.

fisnial.
SpJicaJ.

j Hi..
} HL.

Tertian/ and specialist

s»jnrai§.$tenlaa.
AdjustmentASF vs RRL and j
IWFF change 09/10 [
Total

JUL.

0.2

11.6

.9,9. fiwQ
HP. _L fi.fi
HI -p P-5
HP. 1 fil

_ h.q

.HI.
.S H.Q
i

Hft_.

0.0

.PH i -H.Q.

02
i

1.2

3.0 14.5 3.2

Total 2016/17

expenditure
from incremental Impact from
inflation and tariff

activity growth changes

Total 2016/17

expenditure from

activity
growth.increment
al inflation and

tariff reduction

L H
j. 3A

2016/17

Radical HfL

expenditure

2016/17

Moderate HfL

expenditure

I
{ H£ 1

J HA I

J zZl 1 5x2. 1
nn I io I

5x2.

1*1
_j2A 1.

.Hi

.22. -I Al
| *L7.

1L.

PJL
2.3

a.§.,
T"

QH...
.H.Q J 01 , Hfi

I .0.5. 2 HP.
I QJ } Jl.fi

A3.

1.4

17.8

I 0.4

zzni
HP.

.4 .fi.fi

0.0

-2.4

JUL
1.9

'.IE
JLJL
.St±
.JL5.

JLL
ZSL5.Z'.ZZ'.\

JLL.

1.4
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.HZ H.§

.H7.
1.9

'.HI
.Hfi
.HI
.H5.
.HI

.HI

1.4

12.0

AJS
1.9

P,.Q
-ILL-
HJ5.._

u

t—

I—
J

I— .ftl

1.4

13.8

Activity Growth
Overall activity acute and non-acute: 1.4% (low), 4% (Base), 5.5% (high) CAGR
Acute: 0.9% CAGR

Non-Acute: 4.9% CAGR

Cost inflation

1.45% CAGR cost inflation assumed from 2007/8 to 2016/17 across all services and average of 3.65% CAGR efficiency requirement assumed
from 2007/8 to 2016/17 in acute (2.4% 2008/09,3% 2009/10, 3.5% 2010/11,4% 2011 /12 year-on-yearto 201 #17)
Average of 3.65% CAGR efficiency requirement assumed from 2007/8 to 2016/17 in acute (2.4% 2008/09,3% 2009/10,3.5% 2010/11,4%
2011/12 year-on-year to 2016/17)

Forecasting
Mental health and Other costs are not modeled vwthdetailed growth assumptions,
Mental health is scaled according to overall increase in acute and non-acute expenditure and is subject to efficiency requirements of reduced
tariff, Other costs are scaled to overall increase in acute and non-acute expenditure but not subject to efficiency requirements of reduced tariff

jrbwtha^mptiohs: (^research:,M
m&



Savings required by 2017/18 and 2010/11 in different scenarios

2016/17

Core savngs
Radical savings

2010/11 straight-
line

implementation

Core savngs
Radical savings

Shift of acute

Net a cute tariff activity to lower
reduction costsetting

.2.4.
2.4

I

"T
.QA.
6.5

Shift of acute

Netacute tariff activity to lower
reduction costsetting

LTC, Prevention,

Decommissioning

.0.3.
6.8

LTC, Prevention,

Decommissioning

Non -acute reduced

unit costs in

polysystem
I

t
.0*8.
2.6

Non -acute reduced

unit costs in

polysystem

Total

.3,9

5.7

Total

.D..7_
0.7 "6.2 ! "0.2" !

- <L2 I 1,2.
0.6 1 1.7

2010/11 front- Shift of acute Non -acute reduced

ended Netacute tariff activity to lower LTC, Prevention, unit costs in

implementation reduction costsetting Decommissioning polysystem Total

Core savngs

Radical savings
1.2 i 0.2 .4 0.2 i 0.4

: 1.0

i 2.0
: 2.91.2 ! 0.3 ! 0.4

SOURCE: AfFordability model | 157



Polyclinics cost reconciliation

Item

Initial HfL polysystem

Number of polysystems

Increased primary care
activity

Increased community
care activity

Decreased staff

efficiency

SOURCE: Affordability model

Change

From 150 to 130, which implies larger
catchment area and larger activity:
+15% costs

From 75% to 100% of primary care
activity included in polysystem
+£ 6 million per polysystem

From 50% to 100% of community care
activity included in polysystem
+£ 4 million per polysystem

From 75% to 55-75%

+£ 3 million per polysystem

Operating costs

~£20m

~£23m

~£29m

~£33m

~£36m
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