


 What is a budget?

 Why is a budget set/ what is it used for in the NHS?

 What you have to consider in a budget

 Planning

 How do budgets effect quality of care



 Covers both Capital & Revenue items

 An agreed financial plan of resources (Income and Expenditure) to deliver a 
service or activity

 For a defined period of time

 With the NHS under such financial pressure strict budget management is 
essential in ensuring all patients are seen within the organisation's financial 
envelope
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Presentation Notes
Total health spending in England was around £129 billion in 2018/19 and is expected to rise to nearly £134 billion by 2019/20, taking inflation into account.In 2018/19 around £115 billion was spent on the NHS England budget. The rest was spent by the Department of Health on things like public health initiatives, education, training, and infrastructure (including IT and building new hospitals).Last year the government announced that an additional £20.5 billion in real terms will be made available for the NHS in England by 2023/24—though it’s unclear how much money will be spent on health overall.



 Critical part of organisational planning, so that the Trust can identify its 
expenditure against its expected income for the forthcoming year

 In order to control expenditure and ensure the Trust gets value for money

 Authorisation - a budget holder will ensure costs incurred are valid by 
authorising expenditure to their budget

 Performance and Accountability, budgets are critical to organisational success, 
they monitor expenditure against the plan throughout the year.
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Cash flow forecastingMonitor annual planningMonthly variance analysisInforming those charged with governance of the financial performance of the organisationBusiness planningSign off by Board



 Historical
Role over of last years budget

 Incremental
Last year plus specific changes e.g. inflation

 Zero Based
Full "bottom up” approach calculating what a service costs

 Activity Based
Budget varies dependant on levels of activity
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(Baseline budget may be calculated based on any of above methods)Must get budget holder/operational/clinical buy in and engagement – ownership
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 Tariff Changes

 CIP

 Activity plans

 Incremental drift

 Demand

 Performance targets

 Inflation

 Internal developments

 Cost pressures

 DH / Government guidance

 Workforce availability

 Changing allocations
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(Baseline budget may be calculated based on any of above methods)Must get budget holder/operational/clinical buy in and engagement – ownership



 An NHS Cost Improvement Programme (CIP) is the identification of schemes to increase efficiency/ 
or reduce expenditure

 CIPs can include both recurrent (year on year) and non-recurrent (one-off) savings.

 Providers delivered £3.2 billion of CIPs in 2018/19 

 Trend of underperformance against recurrent CIPs, compensated by overperformance of non-
recurrent CIPs

 The quality, innovation, productivity and prevention (QIPP) challenge is an opportunity to prepare 
the NHS to deliver high quality care in a tighter economic climate

 The Carter Review – identified £5 billion in efficiency savings in acute trusts by 2020

 For 2018/19, the cost improvement schemes (both recurrent and non-recurrent) linked to 
operational productivity programme areas are estimated to be £1.8 billion, up on the £1.5 billion 
achieved in 2017/18
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We know that these challenges will intensify over the coming years as our older population increases and the number of people with multiple and complex health and care needs grows. We recognise that most organisations are in a similar position, struggling to balance their short term financial, safety, quality, performance and regulatory requirements with the need to achieve sustainable high quality services for the long term.The scale of the challenges faced vary by locality and organisation, but the themes are common across the health and social care environment. In response to the Five Year Forward View, new models and of care and the prevention agenda are at the forefront of development, but for many organisations these in isolation will not deliver savings and quality improvement at the scale and pace required to meet the timescale available.Consequently Cost Improvement Programmes (CIP) and Quality, Innovation, Productivity and Prevention (QIPP) and other efficiency scheme initiatives will still form a part of core business across health and social care for the short to medium term.  The level of opportunity for transactional savings and improvements has been eroded year on year by the changes already delivered, and many organisations are now looking to deliver larger scale transformational schemes in tandem with traditional in year ‘transactional’ schemes to address the current system challenges and create a longer term sustainable future in parallel.QIPP is an attempt to avoid slash and burn cuts, by focusing on ‘quality’ and the other components. It is intended to ensure that the economic climate does not change the focus (as outlined in High Quality Care for All by Lord Darzi) to put quality (defined as clinical effectiveness, safety and patient experience) at the heart of the NHS.



• Following the publication of NHS Long-term plan was published in January 
2019, the full operational planning and contracting guidance has been 
published.

• The guidance states that a single operational planning process for 
commissioners and providers will be in place for 2019/20, with an 
expectation of clear accountabilities and roles at all levels. This means that all 
sustainability and transformation partnerships/ integrated care systems 
(STPs/ ICSs) will produce a plan aggregating local data to provide a system 
overview. The plan will include agreed collective priorities, with realistic 
assumptions around capacity and activity to provide the framework for 
organisational plans. 
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The Government announced a five-year funding settlement for the NHS in June 2018. The new settlement provides for an additional £20.5 billion a year in real terms by 2023/24. In response, the NHS has published a Long Term Plan on 7 January and 2019/20 will be the foundation year which will see significant changes to the architecture of the NHS, laying the groundwork for implementation of the Long Term Plan.This full Planning Guidance replaces the Preparatory Guidance published in December 2018 and covers system planning, the financial settlement, full operational plan requirements, and the process and timescales around the submission of plans. It is being published along with five-year indicative CCG allocations.



 A clear, formalised requirement for organisations to deliver a minimum level of  financial performance.  

 Introduced in 2016/17.

 Boards and Chief Executives will be held directly accountable for delivery.

 95% of Providers signed up to their 2016/17 control totals, earning access to the Sustainability and 
Transformation Fund (STF).  Receipt of the non recurrent STF monies is dependent on delivery of the 
financial control total.

 Introduced new provider control totals in 2018/19, detailing the minimum improvement we expect in 
financial positions for the year.

 The PSF of £2.45 billion replaced STF and is linked to providers achieving control totals

 Agency spend ceilings to ensure focus remains on reducing the temporary pay bill and application of 
capped rates.

 System control totals will be set for each STP or ICS, based upon the sum of the individual organisational 
control totals. 
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Entry into the STF means the standard contractual fines and penalties for operational performance are largely suspended to avoid double jeopardy.  What if we don’t deliver the control total or performance trajectories?No access to STF monies NHSI Single Oversight FrameworkFinancial Special Measures



 Ensures all available resource is spent effectively, identifies inefficiencies

 Informed decision making

 Speed up recruitment decisions

 Reduces likelihood of short-term interventions to limit spend

 Helps develop and quantify business cases



Future-Focused Finance is a national programme designed to engage everyone in improving NHS Finance to support the delivery of quality services for patients. We want to bring finance staff at all levels of the profession together with the 
teams we work with in our own organisations and make sure that everyone has access to skills, knowledge, methods and opportunities to influence the decisions affecting our services. We believe by working together in this way we can 
harness our diverse and talented NHS workforce to produce high quality services and reduce waste in NHS spending.

The programme consists of national and regional events, networks, resources and talent development programmes – all designed to advance the understanding of finance in the NHS. Underpinning all of our work are commitments to value 
the diversity within NHS finance teams and to challenge behaviours that contribute to inequality in access to development and opportunities for some. 
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