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RE: Managing the transition of the NHS in London

DearColleagues,

ThePCTsinLondon,theSHAandsharedcommissioningserviceswillfaceincreasing
challengesoverthenexttwoyears.Whilecontinuingtodeliveragainstourobligationsin
termsofquality,safety,performanceandfinance,wemustalsoreducemanagement
costsby54%.Atthesametime,wemustensurewearefittomovetowardsthenew
statewhichemergesfromtheconsultationontheJuly2010WhitePaper‘Liberatingthe
NHS’.ThisshiftislikelytoincludereleasingfurtherresourcetoGPconsortia.

Weknowthatwecannotsucceedinmeetingallthreeofthesechallengesatonce
unlessweworkcloselywithourLocalAuthoritypartners.Thisletteristherefore
intendedtokeepyouinformedofrecentdevelopments,andtoencourageanopen
dialoguebetweentheNHSandlocalgovernmentinLondonsothatwecanbegintoco-
designresponsestothesechallenges.

Current challenges faced by London PCTs
PCTshavemadesignificanteffortstodevelopandstrengthentheircommissioning
capabilitiesinrecentyears,butcontinuetostrugglewiththeiroperationalandfinancial
performance.Inrecentmonthsanincreasingnumberofpatientshavehadtowait
longerthan4hourstobeseeninA&E,adeteriorationwhichhasnotbeenseeninthe
restofEngland.Aswintersetsin,thissituationislikelytoworsen.Meanwhile,MRSA
rateshaveincreasedthisyear,andthreetrustshavealreadybreachedtheirfullyear
2010/11MRSAthreshold.Thefinancialsituationisalsodeteriorating.TwelveLondon
PCTshaveacumulativein-yeardeficitof£34.4million,andthelatest(Month5)
financialreturnsrevealeda£36.5millionadversevarianceagainstplanamongstPCTs
andtrusts.

Inpart,thesegapsareduetothefragmentednatureofLondon’scommissioning
system,whichhassignificantlysmallerPCTsthanelsewhereinthecountry.Historically,
manyPCTshaveunderperformedinnationalcapabilityassessments,struggledto
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recruithighqualityleadership,andhaveconsistentlyhadhighnumbersofvacanciesat
aseniorlevel.SincethepublicationoftheWhitePaper,leadershiphasbecomeeven
moredifficulttorecruitandretain.Moreover,thefocusofexistingleadershiphas
becomesplitbetweentheneedtomaintaingripandperformancetoday,theneedto
supporttheemergenceofthenewsystemandunderstandableworriesaboutpersonal
futures.

PCTs’abilitytocopewiththesechallengesislikelytodecreaseincomingyearsas
PCTsandtheSHAlosestaff.Inparticular,achievingtheLondon-widetargetofa54%
managementcostreductionwillrequireLondonPCTsloseapproximately3000oftheir
6350employees.Asaresult,somePCTswillendupasonlyafractionoftheircurrent
size.By2012/13,London’ssmallestPCTwouldbefunctioningwithabout65staff.Itis
veryunlikelythatsuchaPCTcouldmaintainfirmcontroloffinanceandperformanceas
itpreparestohandoveritslegacytolocalconsortia.

Emerging local solutions
Localsolutionstothesechallengesarealreadyemerging.TwosectorsofLondon–
NorthWest(NWL)andInnerNorthEast(INEL)–havecometotheconclusionthatthey
mustmergetheirmanagementandstaffteamstostrengthentheircommissioning
capabilities,conserveleadershipandachieveeconomiesofscale.INEL’sPCTBoards
willtakeafinaldecisiononthisinearlyNovember.Ifthenagreed,bothsectorswill
maintainindividualChairsandBoards;INELwillhaveasingleaccountableofficerand
NWLwillbecomeacentralbodywiththreeaccountableofficerseachrepresentinga
clusterofPCTs.Bothsectorshavereceivedinitialsupportforthesemovesfromtheir
localauthoritiesandarenowworkingupmoredetailedplanswiththem andother
partners.

NWLandINELidentifiedseveraladvantagesofmergedmanagementteams:
 Strengtheningcommissioningcapabilities-thecreationofstrong,sustainable

teamsstrengthenscommissioningcapabilitythroughthetransitionandensures
qualityismaintained

 Conservinghighqualityleadershipandstaff-integratingmanagementteams
reducesthenumberofexecutivesrequired.Thishelpsretainexistinghigh-
qualityleaderswithinthesystemandmaintaingriponfinanceandperformance

 Lessexpenditureonexecutiveofficers-mergingmanagementteamsmeansthat
severalPCTsshareasingleCEO,FinanceDirectorandotherexecutiveofficers
whichsavesonpayspend.AcrossLondon,sharingexecutiveofficersinthisway
couldrepresentannualsavingsofmorethan£16million(assumingsixexecutive
teamsserving31PCTs)

 Increasingfinancialcontrol-thisimprovestheabilitytomaintainfinancialcontrol
andpassonastrongfinanciallegacytoGPconsortia

Wehaveaskedtheotherfoursectorstodevelopproposalsonhowtheywilladdressthe
challengesofmaintainingfinancialandoperationalperformance,whilealsomaking
managementcostsavings,supportingstaff,workingwithlocalauthoritiestodevelop
futurehealthandwellbeingarrangements,and(wherepossible)offeringresourcesto
emergingconsortia.Indoingso,weexpecttheywilllearnfromtheconclusionsofNWL
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andINELthatitisverydifficulttoachievethesegoalswhilemaintainingthecurrent
fragmentedcommissioningstructure.Thesectorshaveagreedtosubmittheirindividual
transitionplansby29October2010.

Inmakingthechangesoutlinedinthisletter,wearekeenthatalltransitionalstructures
areflexibleenoughtosupportthedevelopmentofGPconsortia.Wearecurrently
investigatingthepossibilitythatLondonmayhaveatleastone‘pathfinder’consortium
already,whichmighthaveadifferentrelationshiptoitsconsolidatedPCTstructurefrom
thestart.Thispotential‘pathfinder’inBexley,hasahistoryofstrongGPengagement
whichhasenabledrapidprogressindiscussionsaboutGP-ledcommissioning.

AsdemonstratedbythedifferencesbetweenthemodelsinNWL,INELandBexley-all
ofwhichwesupport-wedonotintendtoimposeatop-downsolutionorrequireasingle
approachtoarrangementsduringthisperiodoftransition.Rather,indesigningany
temporarymodel,localneedsshouldbeconsideredandvariancebeexpected.We
thereforedorequirethatineachareatheNHSworkscloselywithLocalAuthoritiesand
localGPs.Inthisspirit,weencourageyoutoengagewithyourlocalcommissioners
(sectorandPCT)toopenthedialogueifitisnotalreadyoccurring.Wealsoencourage
youtobegintalkingtoyourlocalGPsnowabouthowjointworkingwithemergingGP
consortiacouldhappenduringandaftertransition.

InsomeareasthismayalsobeausefulopportunitytobeginadialoguewithPCTs
aboutjointworkingduringtransition,includingwhethertheresponsibilityforsome
functions(e.g.publichealth)couldshiftfromPCTstoLocalAuthoritieswithinthenext
year.Duringtransition,section75agreementscouldbeusedtodothis.Ofcourseall
arrangementswillbegovernedinduecoursebytheforthcomingPublicHealthWhite
Paper.

Ihopethatyourexistingrelationshipscanbeabasisforusefuldiscussionsonhowlocal
needscanbestbeaddressedalongsidethechallengesfacingtheNHSinLondon,and
thatwecanworkeffectivelytogetherwithallourpartnerstoco-designasmooth
transition.

Yourssincerely,

RuthCarnall
ChiefExecutive
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