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Summary

The financial sustainability of health and social care is a serious and ongoing concern of
the Committee. The Department of Health and Social Care’s 2017-18 Annual Reportand
Accounts suggests an improvement in fortunes when taken as a whole. But this masks
the underlying deficits at a local level and the continued use of short term measures to
reduce individual deficits, such as use of the sustainability and transformation fund and
money to help with winter pressures. This overall figure also fails to show the regional
variations and balancing act between the different health bodies. In 2017-18, 101 of
234 of NHS Providers were in deficit but this was largely off-set by a surplus in NHS
England’s finances. NHS England achieved this surplus despite 75 of the 207 Clinical
Commissioning Groups (CCGs) reporting an overspend. Recent reports that around
a fifth of hospital trusts and health boards across the UK have missed their A&E,
cancer treatment, and non-emergency surgery waiting time targets, hammer home the
concerns we hold about the reality of the financial pressures on trusts at local level.

Aspartofitslong-term plan for the NHS, the Department intends to ensure that finances
balance at the individual NHS Provider and Clinical Commissioning Group level, as
well as the system overall, but this is still some way off. In addition, the continuing
uncertainties surrounding the long term funding of social care, the funding of NHS
staff pay awards and the UK’s arrangements after leaving the European Union, with
issues around workforce and medical supplies, highlight the challenges the Department
continues to face. The 10 year plan must set out how these challenges will be met.
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Introduction

The Department of Health and Social Care (the Department) is responsible for overseeing
the health and care system in England. In 2017-18 the Department’s budget for day to
day running costs (resource departmental expenditure limit) was £121.3 billion of which
it spent £120.7 billion, it had a separate capital budget (capital departmental expenditure
limit) of £5.6 billion of which it spent £5.2 billion. Its Annual Report and Accounts
bring together the financial results for the Department and the national and local bodies
which form part of the Departmental group. The group includes around 500 individual
bodies including England’s 207 Clinical Commissioning Groups (CCGs), 154 National
Health Service (NHS) Foundation Trusts and 80 NHS Trusts. In 2017-18 the Department
reported that the NHS had achieved a broadly balanced position overall. However, 101 of
the 234 NHS Providers (NHS Trusts and Foundation Trusts) were in deficit at the end of
the financial year and in aggregate NHS Providers reported a deficit of £991 million. This
was largely offset by a surplus of £970 million within NHS England’s (NHSE) finances.

The Comptroller and Auditor General did not qualify his opinion on the 2017-18 accounts
but, as in previous years, included an emphasis of matter paragraph to draw attention to
the uncertainties inherent in the amount of money the Department has estimated it may
need to pay out in the future for clinical negligence claims against NHS Providers.



Department of Health and Social Care accounts 5

Conclusions and recommendations

L.

The Department’s focus on health spending at a national level fails to take into
account regional variations in funding and the impact this has on patient care.
In 2017-18, 101 of the 234 NHS Providers (NHS Trust and Foundation Trusts) were
in deficit at the end of the financial year and NHS Providers reported a total deficit
of £991 million. This deficit was largely offset by a surplus of £970 million within
NHS England’s (NHSE’s) finances. NHSE achieved this surplus despite 75 of the
207 Clinical Commissioning Groups (CCGs) reporting an overspend, totalling
£0.2 billion. At present the Department focuses on ensuring the whole NHS is in
balance, but there is significant regional variation in the finances of individual
organisations which we are concerned could pose a risk to patient care in areas with
large deficits. The Department told us that it plans to address the regional imbalance
in the finances of the NHS to ensure that all NHS Providers and CCGs balance their
finances or achieve a surplus, but that it would be at least two to three years before
this could be achieved and there is no certainty that this will be achieved.

Recommendation: The Department should, by 31 January 2019, write to the
Committee to outline its assessment of the impact regional funding variations
have on patient care.

The Department’s lack of a clear plan for recruiting staff after Brexit risks
exacerbating existing staff shortages in the health and social care workforce. At
the end of June 2018 there were 108,000 vacant posts in the NHS, which represents
approximately 10% of the 1.1 million whole time equivalent staff employed by NHS
Providers in England. The Department currently considers vacancy rates within the
NHS at a national level. This hides underlying disparities in specific specialisms and
local areas and does not allow them to fully understand the impact of staft shortages.
We are concerned that existing shortages of staff could worsen depending on the
UK’s immigration policy following Brexit. We are not reassured by the Department’s
assertion that it has not seen a large exodus of staff since the referendum and that the
number of people from the EU working in the NHS has increased. The Department
told us it is committed to expanding the British workforce in the NHS both by
training more staff and continuing to ensure that the NHS is somewhere that people
want to come to work. It told us that it is working with the Home Office to ensure
that the future immigration policy takes into account the need to recruit more
permanent staff for the NHS.

Recommendation: The Department should, by 31 January 2019, write to the
Committee to outline how it will address the workforce issues affecting specific
specialisms and geographical regions.

Recommendation: The Department should, as soon as the Home Office’s
immigration white paper has been published, write to the Committee setting out
how it will respond to any changes in immigration policy arising from Brexit.

The Department has failed to assess the risk Brexit poses to the supply of
medical equipment, risking patient care. The NHS procures 56% of medical
consumables, such as gloves, dressings and syringes from, or via, the European
Union. The Department aims to build up a six-week stockpile of these goods, along
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with medicines, to mitigate potential supply issues during the weeks immediately
following 29 March 2019. It told us that potential disruption to the supply of large
medical equipment, such as X-ray machines, was not on its radar. The Department
similarly told us that it had not communicated with NHS Providers to establish
the impact this potential disruption could have on patient care. The Department
informed us that it had however, at the start of October, issued advice to NHS Trusts
to perform a review of contracts held with the aim of identifying the potential
consequences of Brexit. The Department was unable to tell us what level of risk
this poses to NHS Providers, services or patient care and has since written to us
confirming that it is not putting specific contingency measures in place in relating
to the stockpiling of equipment.

Recommendation: The Department should write to the Committee by 31 January
2019 with details of its assessment of the impact of Brexit on the supply of medical
equipment and, where necessary, what contingencies it has put in place.

We are concerned that the Department’s decision to fund pay awards through
the National Tariff risks the funding not being distributed to the intended NHS
Providers. For 2018-19, the Department has decided to fund the Agenda for Change
pay award, covering NHS staff on standard terms and conditions, using one oft
payments separate to the National Tariff as this had already been agreed. However,
the Department did not provide any detail as to how it had allocated the one-off
payments to ensure they were only made to cover Agenda for Change employees
rather than private healthcare providers or those not on standard NHS pay terms.
The Department told us that it plans for the 2019-20 pay award to be incorporated
into the National Tarift. The National Tariff includes adjustments to account for the
cost of operating in different geographical locations. We are therefore concerned that
some NHS Providers in affluent areas will receive a disproportionately higher share
of funding even though there is a national pay system in place for NHS staff. Funding
through the tariff will also increase payments made to private healthcare providers,
whose employees are not on Agenda for Change terms. We are similarly concerned
that NHS Providers using wholly-owned subsidiaries, who employ non-clinical staff
outside of the Agenda for Change terms, could also benefit disproportionally when
pay awards are funded through the tariff.

Recommendation: The Department should, by 31 January 2019, write to the
Committee to explain how funding for the pay award has been allocated.

The recently launched consultation on the NHS’ regulation of wholly-owned
subsidiaries and pause of existing proposals is welcome but must address
concerns about the use of these companies. We have previously raised concerns
about the NHS’ use of wholly-owned subsidiaries and that trusts were increasingly
looking to form subsidiary companies, partly to remove NHS contractual terms
and conditions from any new non-clinical staft and thus make savings from lower
salaries and pension contributions. We also raised concerns that these subsidiaries
may benefit from reduced tax liabilities. The Department and NHS Improvement
previously told us that it had not been tracking these arrangements, and neither the
Department nor NHS Improvement appeared aware of this trend. NHS Improvement
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committed to us that it would review its regulatory oversight of these subsidiaries
and we will be interested in the results of the recently launched consultation on
regulating the use of these bodies.

Recommendation: The Department should update the Committee on the timeline
for and outcome of NHS I's consultation on the oversight and use of wholly-owned
subsidiaries by the NHS.

We are concerned that the Department’s preparations for winter, and the
decision to allocate additional winter funding solely to social care services, may
not be sufficient to meet demand. The Department has a record of implementing
annual short-term fixes to deal with the additional demand placed on NHS services
during the winter, for example cancelling elective procedures in January 2018. The
Department told us that it plans to reduce the need to make cancelations at short
notice this winter by scheduling fewer elective procedures. Despite this, it would
not provide a guarantee to us that a blanket postponement would not occur again.
The Department has provided an additional £240 million of social care funding to
local authorities to help reduce delayed transfers of care and increase the availability
of hospital beds during the winter. However, if this amount were divided equally
between local authorities this would only be equivalent to £1.6 million per authority,
despite them suffering significantly larger funding cuts. In addition, the Department
told us that it does not plan to seek any assurances that the £240 million has been
spent as intended, putting accountability for taxpayers’ money at risk.

Recommendation: The Department should put in place long term solutions for
winter through the integration of health and social care. This should be achieved
by the time of its Government’s costed 10-year social care plan, due in April 2019.

The Department’s current estimate of fraud within the NHS isn’t yet robust
enough to enable it to target specific areas to prevent loss. The Department created
the NHS Counter Fraud Authority (NHS CFA), which is responsible for identifying,
investigating and preventing fraud within the NHS and the wider health service, on
1 November 2017. NHS CFA subsequently published its 2018 Strategic Intelligence
Assessment (SIA) which estimated that the level of fraud within the NHS was £1.29
billion during 2016-17. The Department explained that elements of the estimate
are based on dated and non-specific information. It confirmed, however, that the
estimate nonetheless provides a starting point for estimating fraud to help identify
areas where targeted intervention would be beneficial. As part of its work to combat
patient prescription charge fraud the Department issued 1 million Penalty Charge
Notices (PCNs) in 2017-18. However, these notices are often overturned on appeal
as large numbers are issued as a result of patient administrative error as opposed to
patient ineligibility to receive free prescriptions.

Recommendation: The Department should, by January 2019, provide the
Committee with details of how it will improve its ability to target interventions
at specific areas and better prevent loss. The Department must ensure that it
distinguishes between what is fraud and what is error.

The Department’s inability to accurately forecast its exposure to clinical
negligence costs in advance of the end of the financial year resulted in a £14.8
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billion underspend. The Department gained approval from Parliament to increase
its Annually Managed Expenditure (AME) budget by £13.6 billion from £14.7 billion
to £27.9 billion in February 2018. This budget relates almost entirely to the amount
the Department may pay out in the future when setting clinical negligence cases
and could not be spent on the day to day running of the NHS. However, in its 2017-
18 accounts, the Department reported that it had underspent this budget by £14.8
billion, more than 50% of the money available. The Department’s estimate of how
much these cases might cost relies on an assessment by actuaries that is performed
at the end of the financial year. While we recognise that it is difficult to reliably
estimate it earlier, we are nonetheless concerned that the extent of the Department’s
underestimate suggests it is unaware of its exposure to clinical negligence cases
when setting its budget. The Department told us it had taken a cautious and prudent
approach to avoid it exceeding the amount agreed by Parliament, but stated that it
was not happy with this level of underspend.

Recommendation: The Department should create a more accurate forecast of
its exposure to future clinical negligence costs. The Committee expects this to be
in place in time for the supplementary estimate to avoid a similar underspend
against the Department’s budget in 2018-19.
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1 National Health Service finances

1. We took evidence from the Department of Health and Social Care (the Department)
on its 2017-18 Annual Report and Accounts, audited by the Comptroller and Auditor
General.

2. The Department is responsible for overseeing the health and care system in England
and funding the bodies responsible for commissioning healthcare. The Department’s
spending is financed through a combination of funding voted on by Parliament and a share
of national insurance contributions (non-voted) collected by HM Revenue and Customs.
The Department is expected to contain its expenditure within these limits. In 2017-18,
total funding for the Department’s day to day running costs (resource departmental
expenditure limit) was budgeted at £121.3 billion, this included a transfer of £1 billion
from the capital budget made part way through the year. The Department spent £120.7
billion of the available budget. The Department’s capital budget, following the transfer,
(capital departmental expenditure limit) was set at £5.6 billion for 2017-18, of which it
spent £5.2 billion.

3. The Department’s Annual Report and Accounts bring together the financial results
of the Department and the national and local bodies which form part of the Departmental
group. The group includes around 500 individual bodies including England’s 207 Clinical
Commissioning Groups (CCGs), 154 NHS Foundation Trusts and 80 NHS Trusts. The
majority of the Department’s resource departmental expenditure limit funding provided
to NHS England (NHSE), who, via CCGs, commission healthcare from both NHS and
private providers.?

Regional variations in financial performance

4. In 2017-18 the Department reported that the NHS had achieved a broadly balanced
position overall. However, 101 of the 234 NHS Providers (NHS Foundation Trusts and
NHS Trusts) were in deficit at the end of the financial year and all together NHS Providers
reported a total deficit of £991 million. This deficit was largely offset by a surplus of
£970 million within NHSE’s overall finances. NHSE achieved this surplus despite CCGs
collectively reporting an overspend, totalling £0.2 billion, with 75 of the 207 individual
CCG?s in deficit.® It also told us that the 31 CCG’s with an overspend of over 2% have
developed financial recovery plans which will be scrutinised by NHS England before
implementation.*

5. 'The Department told us that, since 2016, it has focused on the finances of the
health system as a whole to ensure the Department remained within its budget voted by
Parliament. However, it admitted that to achieve this it had created perverse incentives
at a local level. For example, providers in financial special measures as well as those who
have not agreed their budget are charged higher interest rates on the loans they have with
the Department. In addition, in 201617 the Department, via NHS Improvement (NHSI),
introduced the Sustainability and Transformation Fund (STF) which aimed to incentivise

Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 107

2 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 67

3 Qg21, 23, Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, pp 1, 5, 35,
198, 200

4 Letter from Sir Chris Wormald, Permanent Secretary, Department of Health and Social Care, 30 October 2018
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NHS Providers to improve their financial position and give the NHS the financial stability
needed to improve and transform services. NHSI determined the eligibility criteria for
accessing this fund, and the amount each NHS Provider received if they met the criteria. In
2017-18, access to the fund was dependent on NHS Providers accepting, and subsequently
achieving, a set budget. Therefore, the majority of the fund was distributed to those NHS
Providers who were already performing well, rather than those in significant financial
difficulty.” The Department told us that the current application of funding encouraged the
best to do better rather than helping the most financially challenged NHS Providers gain
a more sustainable position.°

6. The Department told us that it judged whether a NHS Provider was financially well
managed against the NHS Provider’s control total (the budget agreed with the NHSI)
rather than whether the NHS Provider broke even at the end of the financial year. The
budgets agreed for some NHS Providers mean that they are expected to be in deficit at
the end of the year, rather than it being a sign of poor financial management during the
year or a lack of financial controls. The Department told us that it wanted to return to a
position where the two measures are the same and all NHS Providers would be expected
to break even at the end of the financial year.” The Department explained two incentives
it is using this year to encourage NHS Providers to improve their financial position. The
first will make available additional sustainability funding for NHS Providers who commit
now to improving how they manage their finances, with a view to either reducing their
deficit or achieving a balanced financial position. The second encourages NHS Providers
to sell their assets by allowing them to retain the profits from the sale on disposal. We are
concerned that these incentives are based on a short-term view as opposed to addressing
the long term financial sustainability of the NHS.®

7. Weraised concerns over the significant level of variation in the financial performance
of NHS Providers across the country and the impact it could have on the quality of patient
care in regions with the highest deficits. The Department told us that NHSE and NHSI
have launched a consultation on the National Tariff for 2019-20, which sets the amount of
money NHS Providers receive from CCGs based on agreed prices for performing health
care activities and delivering services. The Department’s intention is that going forward
NHS Providers are able to generate, through their activities, the income that they need to
cover the cost of delivering those activities. It admitted, however, that it would be at least
two to three years before this could be achieved.’

Funding pay awards for NHS staff

8. NHS staff are paid based on Agenda for Change (AfC), the national pay system for
all NHS staff, with the exception of doctors, dentists and most senior managers. AfC sets
the pay bands for staff based on agreed national job profiles. In 2018-19, the Department
decided to fund pay increases for staff included in AfC using one-off payments which
were separate to the National Tariff. The Department told us that it made this decision
so that the prices set within the tarift did not need to be re-calculated as the pay award
was agreed part-way through the financial year. We asked the Department how it had

Qq 25, 27-28
Q140

Q22
Qq146-153
Qq26, 28
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gained assurance that the one-oftf payments made only covered AfC employees, rather
than funding NHS staff not covered by the AfC, or private providers, but the Department
did not provide any detail to explain this.'®

9. The Department informed us that it intends to incorporate the AfC pay award
for 2019-20 into the National Tariff so in future NHS Providers would not receive any
additional one-oft payments to fund pay awards. We raised concerns that, given the nature
of the National Tariff, which uses a Market Forces Factor (MFF) to account for variation
in the cost of providing activities and services across the country, this would mean the
more affluent areas would receive a disproportionately higher share of the funding.'* The
Department informed us that NHSE and NHSI are reviewing the MFF as part of their
long-term plan but expect geographical adjustments to remain in place."

10. Funding the pay award through the National Tarift could also mean that private
healthcare providers and NHS Providers who use wholly-owned subsidiaries to employ
staff outside of the AfC terms and conditions will receive additional funding. Since 2006,
NHS Foundation Trusts have been able to establish subsidiary companies. Wholly-
owned subsidiary companies have been set up across the country, most notably to
generate additional income to support the clinical work of hospitals. When we examined
Sustainability and Transformation in the NHS in March 2018, we were concerned that
wholly-owned subsidiaries were being used to reduce salaries and pension contributions
by removing NHS contractual terms and conditions from new non-clinical staff. We
also raised concerns that wholly-owned subsidiary companies were set up to reduce tax
liabilities. The Department told us that it was not aware of these concerns, and that it had
not looked into the tax status of wholly-owned subsidiaries.'> NHS Improvement wrote to
us after our evidence session to confirm that there were 42 subsidiary companies included
in the 2016-17 accounts of foundation trusts, but that it did not hold information on the
number subsidiary companies in the trust sector as a whole. It told us that there was no
requirement for trusts to notify NHS Improvement when they establish subsidiaries. It
accepted that it had no oversight over this area and committed to ensuring that it had
greater visibility of subsidiary companies.’* We will be interested in the results of the
recently launched NHSI consultation on regulating the use of these bodies.

Preventing fraud within the NHS

11. The Department created the NHS Counter Fraud Authority (NHS CFA), an arms
length body (ALB) responsible for identifying, investigating and preventing fraud within
the NHS and the wider health service, on 1 November 2017. The NHS CFA published its
2018 Strategic Intelligence Assessment (SIA) in July 2018 which estimated that the NHS
had lost £1.29 billion to fraud in 2016-17, an increase on its estimate of £1.25 billion for
2015-16. For the purpose of this assessment the word ‘fraud’ is used to include fraud,
bribery, corruption and other relevant unlawful activity. The CFA’s estimate assesses 13

10 Qg58, 63, 66

1 Qq59, 64

12 Letter from Sir Chris Wormald, Permanent Secretary, Department of Health and Social Care, 30 October 2018

13 Q1; Committee of Public Accounts, Twenty-Ninth Report of Session 2017-19: Sustainability and transformation in
the NHS, HC 793, Q129-136

14 Correspondence with NHS Improvement: subsidiary companies in the NHS, 15 March 2018; Correspondence with
NHS Improvement: subsidiary companies in the NHS, 27 April 2018
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thematic areas, including prescription, contractor and procurement fraud. It uses both
specific information provided by those working locally in the NHS to tackle fraud, and
non-specific information from outside the health service."

12. We asked the Department how much of the £1.29 billion estimated fraud loss could
have been prevented. The Department explained that elements of the estimate are based
on dated and non-specific information. For example, the SIA calculates loss due to payroll
and identity fraud using an assessment made by the National Fraud Authority in 2013
which suggested to the Department that 0.2% was a reasonable proxy for fraud within
payroll. The Department told us that this assessment did not focus on the public sector and
that it was published at the start of the decade. The Department asserted that the estimate
was therefore a starting point for identifying where fraud prevention programmes should
be targeted, rather than an accurate description of fraud.'®

13. As part of combating fraud in health and social care, the NHS Business Services
Authority (NHS BSA), on behalf of the Department, undertake detailed checking of
prescription and dental exemptions. Where potentially fraudulent claims are detected
by NHS BSA, Penalty Charge Notices (PCNs) are issued. Since the inception of this
checking service, NHS BSA has issued 2.71 million PCNs (of which 1 million were issued
in 2017-18)."” We raised concerns over the level of PCNs issued which are subsequently
overturned on appeal due to patient administrative error rather than patient ineligibility.
For example, when a patient is eligible to receive their prescription free of charge but
ticks the incorrect eligibility criteria on the form. The Department told us that the roll-
out of electronic prescriptions would allow it to use modern data analytics to address
prescription fraud in the future.'®

15 The 2018 Strategic Intelligence Assessment, Period: 2016-17, pp 5-6

16 Qq154-155; NHS Counter Fraud Authority, The 2018 Strategic Intelligence Assessment, Period: 2016-17, pages
5-6, 11

17 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, pages 82-83

18 Qq156-158
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2 Planning for the future

The Department’s exposure to clinical negligence claims

14. The Department is responsible for paying the costs of damages for the effects of
clinical negligence where it is the defendant in legal proceedings brought by claimants
where it is the defendant. The Department states how much it estimates these cases might
cost in its Annual Report and Accounts, which reflects the likely value of future costs
of known reported claims. This was £77 billion at 31 March 2018. The Department also
identified a further £46 billion of potential expenditure which related to cases with greater
uncertainty over the Department’s liability."

15. The Comptroller and Auditor General did not qualify his opinion on the Department’s
2017-18 accounts but, as in previous years, included an emphasis of matter paragraph to
draw attention to the uncertainties inherent in the amount of money the Department has
estimated it may need to pay out in the future for clinical negligence claims against NHS
Providers.?® The Department gained approval from Parliament to increase its Annually
Managed Expenditure (AME) budget by £13.6 billion from £14.7 billion to £27.9 billion in
February 2018.*" This budget relates almost entirely to the amount the Department may
pay out in the future when setting clinical negligence cases and could not be spent on the
day to day running of the NHS. Although the estimate in its Annual Report and Accounts
is sufficiently accurate, the Department has in recent years been unable to accurately
forecast its exposure to clinical negligence costs in advance of the end of the financial
year. In 2017-18 this resulted in a £14.8 billion underspend, (2016-17 £6.6 billion*?) which
was more than 50% of the available budget.*

16. The Department told us that estimating its exposure to the costs of clinical negligence
cases is particularly difficult due to the long-term nature of the Department’s liabilities
and the sensitivity of the assumptions on which the estimate is based. As a result, the
Department relies on an assessment performed at the end of the financial year by the
Government Actuary’s Department (GAD) to estimate how much clinical negligence
cases might cost to settle in the future. Whilst we recognise that it is difficult to reliably
estimate it earlier, we are nonetheless concerned that the extent of the Department’s
underestimate suggests it is unaware of its exposure to clinical negligence cases when
setting its budget. The Department told us it had taken a cautious and prudent approach
to avoid exceeding the amount agreed by Parliament, but stated that it wanted its estimate
to be more accurate. The Department told us that it is committed to exploring ways to
improve forecasting in this area.**

19 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, pp 178, 184

20 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 118

21 Central Government Supply Estimates 2017-18: Supplementary Estimates, HC 808, 2017-18, HM Treasury, 7
February 2018, p 145

22 Department of Health Annual Report and Accounts 201617, 18 July 2017, p 84

23 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 107, Q13

24 Qq13-15; Letter from Sir Chris Wormald, Permanent Secretary, Department of Health and Social Care, 30
October 2018
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Preparations for winter

17. Demand for NHS services increases significantly with the onset of cold weather and
outbreak of flu, respiratory and gastrointestinal illnesses. The British Medical Association
(BMA) described the winter of 2017-18 as the most pressurised in recent history for
the NHS with 81,000 trolley waits in January 2018, the most ever recorded in a single
month.?® When we examined the Department’s Annual Report and Accounts for 2016-17,
the Department told us that it thought its plan was very strong and that the NHS was
better prepared for winter than it had been before.”® However, the Department’s National
Emergency Pressures Panel recommended hospitals defer all non-urgent inpatient elective
care in January 2018, with the exception of cancer operations and time-critical procedures,
to ease ‘winter pressures’. This resulted in 22,800 fewer elective admissions to hospital in
January 2018 compared to January 2017. The Department estimated that these deferred
elective cases freed up the equivalent of 1,400 beds in January 2018.>” The Department
told us that it plans to reduce the need to make cancellations at short notice this winter
by scheduling fewer elective procedures. Despite this, it would not provide a guarantee
to us that a blanket postponement would not occur again.?® The BMA told us that it is
deeply concerned that the NHS will experience high rates of admissions, bed shortages
and cancelled operations this winter.*

18. In September 2018, the Government announced that the Department has provided an
additional £240 million of social care funding to local authorities to help reduce delayed
transfers of care and increase the availability of hospital beds during winter. However, if
this amount were divided equally between local authorities in England this would only be
equivalent to £1.6 million per authority, despite them facing significantly larger funding
cuts.’® We examined the pressures on local authority funding in May 2018. We found
that after seven years of government funding reductions totalling nearly 50% and rising
demand for services, local authorities are under real strain putting key services under
enormous pressure.” The Department told us that no additional funding is going directly
to NHS Providers to manage winter pressures. It also told us that it does not plan to seek
any specific assurances that the £240 million given to local authorities has been spent as
intended increasing their capacity to deliver social care services during the winter rather
than plug existing gaps in funding.*?

19. When we examined the interface between health and adult social care in July 2018,
we found that the government still lacks an effective overall strategy or plan to achieve
its long-held aim to integrate health and social care. We recognise that the renaming of
the Department to the Department of Health and Social Care in January 2018 was a sign
of intent to integrate health and social care provision, but with local authorities squeezed
financially progress in achieving this integration has been limited. However, without
progress, people are at risk of not getting the joined-up, co-ordinated care they need,

25 British Medical Association (PDH0001)

26 Q1
27 NHS review of winter 2017-18, NHS Improvement, 7 September 2018, p 15
28 Q132

29 British Medical Association (PDH0001)

30 Qq119-120

31 Committee of Public Accounts, Fiftieth Report of Session 2017-19, Financial Sustainability of Local Authorities,
HC 970, p 3

32 Qql17, 121
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which could lead to poorer outcomes. The Department has set out a high-level vision for
what integrated health and social care should look like, secured additional NHS funding
and committed to a 10-year plan for the NHS.*

33 Committee of Public Accounts, Sixty-Third Report of Session 2017-19, Interface between health and adult social
care, HC 1376, pp 3, 5
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3 Impact of Exiting the European Union

20. The Department has established an EU Exit Programme which aims to deliver a
smooth and orderly exit from the European Union so that the delivery of healthcare to
UK citizens is maintained and that the health and social care system continues to focus on
improving outcomes and achieving efficiencies.’* In evidence to the Exiting the European
Union Committee in October 2018, the Department confirmed that the three main issues
it faces as a result of Brexit are; securing the supply of medicines, workforce capacity and
reciprocal healthcare arrangements.*

The NHS workforce

21. Atthe end of June 2018 there were 108,000 vacant posts in the NHS, which represents
approximately 10% of the 1.1 million whole time equivalent staff employed by NHS
Providers in England.’® We asked what impact the vacancy level was having on the
Department’s use of temporary staff. The Department assured us that its use of expensive
agency staft had continued to decline as it works towards having vacancies covered by
more cost-effective bank staff. Despite this, we were concerned by the increased use of
bank staff as it often results in the Department asking the same NHS employees to do more
work, which is unsustainable. We also asked the Department about the differing vacancy
rates in particular specialisms and regions. The Department told us that it currently
considers vacancy rates within the NHS at a national level, but that it was planning to
review geographical areas and specialisms to identify where the impact of vacancies may
be greater. We were concerned that this might not be sufficient given that the issues in
geographical areas are long-standing and the time needed to ensure an adequate pipeline
for some specialisms.?”

22. The Department told us that it would prefer to fill posts with more permanent staff
rather than using flexible staffing models, and that where it did need flexibility, for these
posts to be covered by bank staff rather than agency staff. The Department told us that
its long-term plan would include a workforce strategy to try to address these issues. It
recognised that this would need to include training (and retraining) more staff, introducing
different routes into the health profession and addressing some of the reasons why people
leave the NHS, while ensuring those members of staff who want to work flexibly are still
able to.>®

23. We asked the Department how much more difficult it was to manage the NHS
workforce and staft vacancies in the light of uncertainty over staffing that arises from
Brexit. There are currently over 155,000 staff from EU27 countries making an important
and valued contribution to the health and care system. The Department stated in its
Annual Report and Accounts that securing their position has been made a priority in
negotiations on exiting the European Union.*” The Department told us that it had not seen

34 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, pp 12-13

35 Exiting the European Union Committee, Oral evidence: The progress of the UK’s negotiations on EU withdrawal,
HC 372, 17 October 2018, Q 28, 48

36 NHS Improvement, Performance of the NHS provider sector for the quarter ended 30 June 2018, 11 September
2018, 2.5 NHS Provider Vacancies

37 Qq67-68, 73-75

38 Q68

39 Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 25, para 104
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a large exodus of staft since the EU referendum and that the number of people from the
EU employed by the NHS had gone up. The Department recognised that in the number
of nurses registered with the Nursing and Midwifery Council had fallen substantially
since the referendum.*® It told us, however, that this was as a result of the new language
test implemented at the same time as the referendum and that it had seen the same results
when the language test had been changed for doctors. The Department asserted that
the risk to the NHS in relation to staff from overseas going forward is more about the
future immigration policy than about Brexit specifically as it expects to continue to have
more staff from non-EU countries than from EU-countries. It told us that it was in close
discussions with the Home Office about its forthcoming immigration White Paper and
the impact this may have on various medical workforces.*!

24. The Department told us that it wanted the NHS to continue to be somewhere that staff
from overseas wanted to work, but that it was also committed to expanding the British
workforce so that it was not so reliant on overseas staff. In March 2018, the Secretary
of State announced 1,000 new undergraduate medical school places, including places at
five brand new medical schools, in addition to the 500 new places already allocated to
existing schools.*? Since our evidence session, the Department has written to us outlining
the current schemes to recruit nurses post Brexit. These include a 25% increase in the
number of nurse training places available during 2018 (equivalent to 5,170 extra places)
as well as incentives worth £10,000 to postgraduate students to take up nursing in certain
disciplines (learning and stability, mental health and district) once they finish university.**

Procurement of medicines, consumables and equipment

25. We asked the Department what capital investment or other spending had been
required so far in advance of the UK’s exit from the European Union, and what potential
costs might arise in the event of a no deal. The Department told the only money that it had
spent so far had been on the supply of non-medicine supplies, the specific cost of which
was commercially confidential but was in the region of tens of millions. The Department
told us that it was currently building up a six-week stockpile of medical consumables, such
as gloves, syringes and dressings. It told us that the NHS currently procures around 56
per cent of its medical consumables, either from or through the EU. The Department is
aiming to build up a six-week stockpile of these goods, along with medicines, to mitigate
potential supply issues during the weeks immediately following 29 March 2019.**

26. We asked whether the Department intended to stockpile any bigger items of medical
equipment, for example X-ray machines. The Department confirmed that the purchase of
such items was not on its radar. The Department was unable to answer further questions
on the level of risk any disruption to the supply of such big ticket medical equipment posed
to NHS Providers, services or patient care.*”> The Department told us that they had written
to NHS Trusts on 12 October 2018 requesting that they review the contracts for goods
and services they hold to consider the Brexit consequences associated with each, with
high impact areas to be reported back to the Department by 30 November 2018. However,

40 QQq69-70

41 Qq70-72

42 Q72; Department of Health and Social Care Annual Report and Accounts 2017-18, 12 July 2018, p 25, para 105
43 Letter from Sir Chris Wormald, Permanent Secretary, Department of Health and Social Care, 30 October 2018
a4 Qq 37-39, 41

45 Qq46-47
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this communication did not specifically cover the supply of medical equipment. The
Department has since written to us confirming that it is not putting specific contingency
measures in place in relating to the stockpiling of equipment.*®

46 Q43; Letter from Sir Chris Wormald, Permanent Secretary, Department of Health and Social Care, 30 October
2018
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Formal Minutes

Monday 10 December 2018
Members present:
Meg Hillier, in the Chair

Douglas Chapman Nigel Mills
Sir Geoftrey Clifton-Brown Bridget Phillipson

Draft Report (Department of Health and Social Care accounts), proposed by the Chair,
brought up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 26 read and agreed to.

Introduction agreed to.

Conclusions and recommendations agreed to.

Summary agreed to.

Resolved, That the Report be the Seventy-First of the Committee to the House.
Ordered, That the Chair make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of Standing Order No. 134.

[Adjourned till Wednesday 12 December at 2:00pm
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Wednesday 17 October 2018

Sir Chris Wormald, Permanent Secretary, Department of Health and Social
Care, and David Williams, Director General Finance, Department of Health
and Social Care Q1-158
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