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ANNEX D
ALLOCATIONS FOR NHE REVIEW COSTS

1. As part of this year’s PES settlement, additional funding for
NHE Review implementation has been agreed of:

Wi i o
1980-91 1991-92 1592-832

Revenue 140 215 250
Capital 46 40 10

This is in addition to the sums already in the baseline, namely:

£ Million
199091  1991l-82 1993~83

Revenue

RMI 22 22 22
HIg8s 3 3 10
Pilot PFrojects 20 20 20
Total 45 45 52
Capital

M 23 23 23
HISSR 7 7 -
Total 30 30 23

It was agreed during PES that £15m of the pileot projects money
would not ke needed for that purpose and would be available for
allogation to other areas. The additional £32m agreed earlier
this year for the Review is not included in the baseline.

Revenue Allocations

2. The revenue outcome was some £38 million less than the sums
bid for in vear 1 and some trimming of our plans as reflected in
the original bids will be necessary.

3. We recommend funding the following elements in full in line
with the latest estimated cost. In each case the costs are cleay
and inescapable and funds would be specifically earmarked. The
basis of allocation to regions would in esach case be related
directly to costs actually incurred. In some cases allocations
could only be made later and against approved plans.
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0 onsultants £26 million

35 posts are being filled in 19%89-20, 35 in 1990-91 and 30 in
1991~92., Funding will be allocated against approved bids. Part,
in respect of 1989-80 posts, can be allocated with main
allocationg: the remainder will be allocated when costs are
actually incurred.

Medical Audit £15 million

7 & Allocations would be pro rata to the number of consultants per
~, region and subject to regions submitting satisfactory plans for
implementation. Arcund £2 million would be retained centrally for

%A continuation of central initiatives, for example with the Royal
Colleges.

£3 million

This iz +to fund training of an extra 40 community physicians a
year and provide an extra 8 places a year on the York University
MSC programme for health economists.

Remuneration of Health Authority Members £3 million

start date and costs are dependent on timing of the Royal Assent
o the NHS Bill. Allocations would be in line with the numbers of
pistricts per region.

Capit hArges £5 million

To fund the upkeep of asszeb registers. Allecation would be in
line with initial revenue allocations.

avments the Audit Commission £5 million
To cover higher charges levied by the Audit Commission as compared
with the costs of Departmental audit, Funding would be allocated
in line with the existing breakdown of audit costs {(in-house and
contract) across regions.
BI&ES £1 million

Te  fund an expansion of the pilot from 3 to 6 sites, Allocation
would be to approved sites.

BMI £17 million

e fund a Ffurther 80 starts in 19%%0~%1. Allocations wonld be nade
later against approved plans.

4. We recommend allocating the remainder of the revenue funding
as follows,
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HHS Trusts £12z million
our original bid to Treasury, based on an estimated 50 first wave
startes was for £12 million. At this stage there is insufficisent

firm evidence on which to base a reliable estimate, but the costs
could be higher if the number of trusts is significantly larger
and/or there iz an earlier start following April/May Royal Assent.
¢civen the uncertainties, we recommend that we stick with the
original estimate in planning our allocations and make a claim on
the Contingency Reserve if the assumptions underlying the figure
agreed in PES are overtaken.

Ouality £5% million

We recommend that the capital bid of £5 million for demonstration
projects on quality initiatives be matched by a similar sum on
revenue. There was a separate revenue bid for £35 million on

guality in PES. This was wrapped up with other service
developments in a global sum in the final settlement with no sunms
gpecifically identified for particular purposes. It seams

sensible to bring both revenus and capital together in a single
NHS Review-related fund of £10 million.

Personnel Staff, Finance Staff,
Training etc £63 million

After allowing for the allocation proposed above, £63 million
would remain with which te fund the remaining elements which were
the subject of PES bids, namely:

£ Million
Finance staff 28
Personnel staff 23
Training 31
Management of consultant
contracts 3
Conseguentials for health
authorities of FP5 changes 3
Total bids 88
5. There was intentionally some room for manoceuvre bullt into
these bids and funding at the level of the residual sum of £63
million should enable our objectives to be met, In the view of

the Management Executive, this sum, with the exception of a
relatively small #swadl amount for the NHS Training Authority,
should be allocated as a global amount to health authorities, pro
rata to main cash limits. Precise allocation between the various
sub-heads would leave too little to the Jjudgement of General
Managers and would be resented by RGMs. The allocation would be
accompanied by guidance to health authorities on the objectives to
which the funding should be directed, holding General Managers to
account ultimately for the delivery of those objectives.
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A Central Reserve

6. We are nobt proposing retaining a central reserve to mest any
subsequently identified cost. There may be some underspending in
areas where allocations cannot be made initially {(for example, on
100 consultants vwvhere we would only propose to  fund health
avthoritiss from the date the costs are acbtually incurred and
where there may be some delay in making appointments). Estimates
of costs in most areas are based on the top end of what is
probable and ought to leave some yoom for manosuvre. But
Hinisters may wish to congider whether it would be prudent to hold
back a central fund - say £2 million - for later contingencies.
If so this would come from the £63nm pool.

Capital
7. The £46 million available for allocation is equivalent to our

amended PES capital bids, namely:
£ Million

Quality/demonstration projects 5
Hedical audit 11
BMI 16
HISS 14
Total 46

with the exception of funding for medical audit (which will be
allocated pro rata to the number of consultants per region)
allocations wonld be made against approved plansg.,

Summary

10, A table showing the proposed allocations and the implications
for the second and third vears covered by the Survey is attached
o this Annex.
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ANNEX D TABLE I

KHE REVIBW COBTS: PROPOSED ALLOCATIONS

itenm
Ravenue

i. 100 Consultants
ii. Medical audit

iii. Community Physicians/
Health Economists

iv. Remnuneration of Ha
mnenbers

V. Capital Charges

vi. Paypents to Audit
Commission

vii, HIBE

viii. RMI

ix. HNHS Trusts

XK. guality

xi. Personnel, Finance
Training etc

xii. Pilet projects
Total Revenus

capital

i. Quality

ii. Medical Audit
iii. RMI

iv. HIsS

Total Capital

£ Million
1990-91 1991-92 1992-93

26 37 36
18 35 38
3 4 &

3 5 5

5 g 5

5 12 16
4% 5% B
39% 4 2% 60%
12 22 34
5 5 5
63 813 a7
% 5 5
1E5% 2H80% 302
5 5 5
11 11 -
3% 47% 28%
21% 7k -
7 6% T0% kL

* Includes sums in baseline from 1888 Burvey.
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