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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public
resources and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles.

e Auditors are appointed independently from the bodies being audited.

e The scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business.

e Auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out
in the Audit Commission Act 1998, the Local Government Act 1999 and the
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice,
appointed auditors are also required to comply with the current professional
standards issued by the independent Auditing Practices Board.

Appointed auditors act quite separately from the Commission and in meeting their
statutory responsibilities are required to exercise their professional judgement
independently of both the Commission and the audited body.

Status of our reports to the Trust/Council

The Statement of Responsibilities of Auditors and Audited Bodies issued by the
Audit Commission explains the respective responsibilities of auditors and of the
audited body. Reports prepared by appointed auditors are addressed to
non-executive directors/members or officers. They are prepared for the sole use
of the audited body. Auditors accept no responsibility to:

e any director/member or officer in their individual capacity; or
e any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0845 056 0566.

© Audit Commission 2006

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom): 020 7630 0421
www.audit-commission.gov.uk
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Summary report

Introduction

1 Section 31 pooled budget arrangements are among the flexibilities offered by the
Health Act 1999. They allow NHS organisations and local authorities to allocate
funds to a joint budget for the furtherance of health and social care. This can be
through joint commissioning or integrated provision. The use of pooled budgets is
intended to support partnership working and result in service improvement
through joining up existing services or developing new services.

2 The Audit Commission's recent report ‘Governing Partnerships' noted the
potential of pooled budgets to bring clarity of purpose to partnership working.
However, the report also notes that integration without clear protocols and
agreements can reduce accountability and increase risks. To avoid these
problems, and to create a clear and shared focus on users and value for money,
partnerships need strong governance and accountability and well developed
leadership, decision making, scrutiny and risk management. In the future, Local
Area Agreements (LAAs) may offer better opportunities to help clarify
relationships, based on shared outcome measures, and to manage risks.

3 The recently published government white paper 'Our health, our care, our say'
notes that LAAs 'should be a key mechanism for joint planning and delivery'. It
also states the intention to assist joint commissioning between health and social
care by streamlining ‘budgets and planning cycles between PCTs and local
authorities, based on a shared outcome-based performance framework, and
aligned performance assessment and inspection regimes'. Successful
implementation of these reforms should help to address some of the frustrations
of operating Section 31 agreements under current arrangements, with different
planning and budgeting cycles and separate performance management and
inspection regimes.

Background

4 Herefordshire PCT (HPCT) and Herefordshire Council (HC) were amongst the
first in the country to develop section 31 agreements. There are currently five
pooled budget agreements in place:

e Mental health services (2002) - integrated provision and lead commissioning
of adult and older people's mental health services (hosted by the PCT);

e Learning disabilities (2002) - integrated provision and lead commissioning
(hosted by HC);

e Kington Court (2002) - joint commissioned service from independent sector
provider;

Herefordshire Primary Care Trust and Herefordshire Council
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e Hillside Intermediate Care Unit (2003) - joint health and social commissioned
intermediate care with PCT as provider; and

¢ Integrated Community Equipment Services (2004) - joint provision.

In 2004/05 there were overspends on the budgets for mental health (£334,000 on
a £17.4 million budget) and learning disabilities (£1.5 million on an £10.8 million
budget). Both services have experienced pressures from overall increased
demand, and the use of placements. The position in learning disabilities reflects
pressures which are occurring nationally as set out in the recent report from the
Association of Directors of Social Service (ADSS) on 'Pressures in Learning
Disability Services.' The main cause of the mental health overspend was
pressure on social care placements, mainly for older people. Additional cost
pressures have arisen in mental health from costs of locum consultant cover, use
of agency nurses and implementation of NICE guidance.

The future arrangements for the services currently provided by the PCT will be
subject to change in the light of the Department of Health's proposals as set out
in 'A Patient led NHS'. Mental health services and learning disability services in
particular have been subject to debate and further review. The exact
configuration has yet to be agreed but in due course the services may become
part of a Foundation Trust. The implications of this for pooled budget
arrangements are unclear.

The PCT, in its response to the West Midlands consultation on the changes sees
an opportunity for closer integration of functions with HC.

Objectives, scope and audit approach

The objectives of this audit were to provide an overview assessment of the
arrangements in place to manage the performance and ensure effective use of
resources and integrated provision in the services covered by the pooled budget
agreements for learning disabilities and mental health. We reviewed the
arrangements for:

e securing strategic and operational objectives;

e ensuring that services meet user needs;

e monitoring and reviewing performance; and

e managing resources and achieving value for money.

The report draws on the good practice set out in the Audit Commission's recent
report on 'Governing Partnerships' (October 2005).

The assessment will inform our judgements as part of the Auditors Local
Evaluation (ALE) for the PCT. If further audit work is indicated this will be
discussed as part of future audit planning.

Herefordshire Primary Care Trust and Herefordshire Council
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6 Pooled Budgets | Summary report

Main conclusions

Our overall conclusion is that the integrated health and social care services for
mental health and learning disabilities are delivering some benefits to service
users. Further potential benefits could be realised by treating the budget more as
a pooled resource. Currently some parts of the budget are managed as separate
health and social care elements.

In response to the overspend in learning disabilities, a fundamental review of key
elements of service provision is being carried out with the aim of providing more
targeted and cost effective services. In mental health, efficiencies are being
achieved across the integrated services, but a more strategic approach to
managing the pooled fund is needed to ensure that resources are appropriately
targeted. In both areas these need to be supported by strengthened
commissioning arrangements and stronger partnership agreements which
incorporate clear measurable outcomes, with associated monitoring mechanisms.

Securing strategic and operational objectives

Strategies for mental health and learning disabilities have included clear targets
and milestones for delivery, based on national targets and guidance. These
strategies are currently being updated to reflect new demands and pressures on
the services and to improve the way services work together. To ensure the
benefits from pooling budgets are realised the PCT and Council need to be clear
about what they are trying to achieve, and how they will achieve it by working in
partnership, and pooling resources.

Joint commissioning has been limited to date and this has been a major barrier to
effective use of pooled funds in meeting strategic objectives. The commissioning
role for both mental health and learning disabilities is being strengthened through
new joint planning and commissioning structures. This should help to ensure a
more strategic approach to the use of the overall pooled funds for these services.

Meeting user needs

There are mechanisms in place for obtaining service user feedback and involving
service users and carers in service planning. Service users and carers have been
involved and continue to be involved in development of service plans and
strategies through the Local Implementation Team (LIT) and Valuing People
Partnership Board. In the new planning structures this involvement will be via
Reference Groups with wide stakeholder representation. Arrangements for
ongoing feedback from service users are in place and should be used to inform
performance monitoring and future service improvement and development. The
PCT and Council need to ensure that effective communication with users and
carers is maintained through the service changes and that the modernisation and
focusing of services does not result in a deterioration of service provision.

Herefordshire Primary Care Trust and Herefordshire Council
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Pooled Budgets | Summary report 7

There is a general view that service integration has benefited service users,
although this has not been formally evaluated. Evidence includes fewer
complaints about people being passed between services, and improvements in
user satisfaction in mental health services. There is scope for better integration
between elements of the service for example to provide an integrated mental
health rehabilitation service.

The PCT and Council are working closely together to resolve barriers to
integration but some challenges remain eg in agreeing arrangements for the
permanent transfer of staff from one organisation to the other, the development of
joint information systems and breaking down professional boundaries.

Monitoring and reviewing performance

Arrangements for performance monitoring and review are not fully effective in that
there are not yet jointly agreed criteria against which the S31 partnerships can be
evaluated to show that they are achieving benefits for service users. This is not
helped by the separate national performance targets applied to health and social
care.

Each service area is monitored against a range of performance indicators, mostly
based on national health and social care targets. Performance monitoring is
becoming more aligned with budget monitoring through the new Programme
Boards. There have been some difficulties caused by separate information
systems for health and social care but both agencies are working to resolve
these. Integrated performance monitoring is made difficult by the separate health
and social care monitoring systems at national level.

Actual performance is improving on most key indicators, but a more focused
approach to performance management would enable the partners to work more
effectively together to ensure that weaker areas are addressed.

Managing resources and value for money

The PCT and the Council have made considerable progress in working together
to tackle some of the practical difficulties around budget monitoring and reporting.
Along with tighter budget monitoring and control, each service area is actively
seeking to address the issues which caused the overspends in 2004/05, in order
to prevent a recurrence. Some of the steps being taken will not result in savings
in year, but are essential for the long term sustainability of the services within
current resources.

An interim agreement has been reached on risk sharing in the event of future
overspends, with the intention in due course of the host organisations carrying
the risk.

The budgets for the joint teams are integrated but for other parts of the service,
such as placements and continuing care, health and social care elements of the
budgets are managed separately. This may limit the ability to consider the budget
in a more flexible way and use resources more effectively.

Herefordshire Primary Care Trust and Herefordshire Council
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The current pressure on resources is forcing the services to consider value for
money and a number of measures are being taken to improve efficiency as part
of the recovery plans. There is scope for a more systematic and ongoing
approach to ensure that value for money considerations are built into service
planning, delivery and monitoring.

The way forward

The PCT and Council need to ensure that the pooled budget arrangements are
supported by clear and updated agreements to reflect progress and new strategic
priorities.

Recommendation

R1 To strengthen their partnership working through the pooled budget
arrangements, the PCT and Council should update the Section 31
agreements for mental health and learning disabilities to reflect
developments since the original agreements were made. These should
include:

e joint strategic priorities and expected benefits for service users;
e specific details of which resources are to be pooled and for what;

¢ financial management arrangements including risk sharing and
reporting;

e performance management arrangements including joint targets and
indicators and how and when they should be reported;

e arrangements for ensuring feedback from service users including joint
complaints systems; and

e arrangements for ensuring value for money.

26 Additional recommendations are made in the detailed report.

Herefordshire Primary Care Trust and Herefordshire Council
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Detailed report

Securing strategic and operational objectives

Strategies for mental health and learning disabilities have included clear targets
and milestones for delivery, based on national targets and guidance. These
strategies are currently being updated to reflect new demands and pressures on
the services and to improve the way services work together. To ensure the
benefits from pooling budgets are realised the PCT and Council need to be clear
about what they are trying to achieve, and how they will achieve it by working in
partnership, and pooling resources.

Joint commissioning has been limited to date and this has been a major barrier to
effective use of pooled funds in meeting strategic objectives. The commissioning
role for both mental health and learning disabilities is being strengthened through
new joint planning and commissioning structures. This should help to ensure a
more strategic approach to the use of the overall pooled funds for these services.

Service strategies

Strategies for mental health and learning disabilities set out the plans for
implementation of national frameworks:

e The National Service Frameworks (NSF) for Adult Mental Health;
e The NSF for Older People (standard 7); and
e Valuing People for learning disabilities.

The strategic direction of mental health services in Herefordshire was set out in
the Mental Health Strategy, last updated in 2003. The Local Delivery Plan 2005 -
2008 (LDP) summarises key current initiatives and targets as well as priorities for
the use of development monies. It notes that all autumn assessment plans, NSF
and LDP plans are being combined into an overarching mental health delivery
plan.

Strategies are currently under review. The review of the mental health strategy for
adults is in response to the need to ensure that the new service models work
together as a 'whole system' of mental health care. Lack of integration between
mental health services was highlighted in a recent review of rehabilitation
services.

For older people the strategy is being reviewed to address gaps in the current
service as compared to the NSF standards. It is also taking into account
epidemiological data predicting a significant increase the incidence of dementia in
Herefordshire in the next ten years.

Herefordshire Primary Care Trust and Herefordshire Council
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10 Pooled Budgets | Detailed report

For learning disabilities, the Joint Investment Plan 2000-2004 set out
Herefordshire's response to the Valuing People framework. The Joint Investment
Plan has been superseded by the Valuing People Strategy. The Valuing People
Partnership has agreed an overarching strategy for people with learning
disabilities. Within this, the Learning Disabilities service is taking a strategic
approach to reconfiguring and prioritising service provision to take account of
changing demands as well as to meet the requirements of Valuing People. In
response to the current pressure on the learning disabilities pooled budget,
service modernisation plans are being developed with a view to providing a more
cost-effective and targeted service. These should form the basis of a longer term
health and social care service strategy.

It would be beneficial to provide a similar focus to the development of mental
health services. Strategic objectives need to be delivered largely within existing
resources. Development monies are available mainly for adult mental health and
learning disability services. However these are considered insufficient to meet all
requirements so decisions on priorities need to be taken.

For both mental health and learning disabilities services the service strategies
need to be underpinned by medium term financial plans, setting out, where
appropriate, how resources are to be redirected and used alongside development
monies.

There are uncertainties facing the service, including the future provider
arrangements, and the implications of the proposed new mental health Act.
However a clear statement of strategic direction, based on assessed needs, user
consultation and capacity planning, and linked to resource plans would help to
ensure that mental health and learning disabilities services in Herefordshire
continue to develop and meet local needs.

Recommendations

R2 Agree a joint service strategy for learning disabilities setting out the specific
health and social care contribution to the over-arching learning disabilities
strategy.

R3 The PCT and Council should work together, and with other partners, to
jointly agree future service plans for mental health for adults and older
people. These should be prioritised according to assessed need and
available resources and supported by medium term financial plans.

Planning and commissioning structures

Although planning forums have successfully developed joint strategies, joint
commissioning of the PCT's and Council's directly provided mental health and
learning disabilities services has been limited. The PCT and Council have
reviewed the planning and commissioning structures for adult services, including
mental health and learning disabilities, with a view to improving the links between
planning and commissioning to ensure that plans can be successfully
implemented. Stronger commissioning should also help to ensure that the
resources are used more effectively.

Herefordshire Primary Care Trust and Herefordshire Council
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For mental health services, the key service planning and monitoring forums have
been:

e the Local Implementation Teams (LITs) for Mental health and Older People,
and their associated task groups. These have wide representation, including
service users and carers, and are responsible for agreeing the strategies for
implementation of their respective NSFs and for monitoring progress in
implementation;

¢ the Mental Health Section 31 Partnership Board. This oversees the
management of the pooled budget and monitors both finance and
performance; and

e the Mental Health Operations Board - this oversees the operational delivery of
mental health services.

The key planning forums for Learning Disabilities have been:

e the Valuing People Partnership Board. This is the equivalent of the mental
health LITs and sets the wider strategic direction of Learning Disabilities
services; and

e the Learning Disabilities Section 31 Partnership Board.

The new structure is based on Programme Boards, which will focus on
commissioning. There will be four of these, including one for mental health and
one for learning disabilities. Implementation of strategic plans and service
delivery will be done through Commissioning Plans. The Boards will be
responsible for performance monitoring and reporting and will take on the
governance arrangements previously held by the Section 31 Boards. The
commissioning work of the Programme Boards will be informed by the work of
reference groups, which will have wide stakeholder involvement and will take on
the planning functions of the LITs. These, in turn, will be supported by time limited
project groups set up to deliver specific pieces of work.

The developments provide the opportunity to extend commissioning to cover all
services covered by the Section 31 agreements. Up to now the commissioning
role of the PCT as lead commissioner for mental health has only covered external
contracts, accounting for only £4.9 million of the £18.7 million pooled budget.
There was no real strategic commissioning of the PCT and council's jointly
provided services. The separation of the PCT's commissioning and provider
functions will require a clear commissioning strategy for mental health. This will
be particularly important to retain a strategic overview in the light of the move
towards practice based commissioning.

Recommendation

R4 Ensure commissioning strategies for both mental health and learning
disabilities services link to practice based commissioning.

Herefordshire Primary Care Trust and Herefordshire Council
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Meeting user needs

There are mechanisms in place for obtaining service user feedback and involving
service users and carers in service planning. Service users and carers have been
involved and continue to be involved in development of service plans and
strategies through the Local Implementation Team (LIT) and Valuing People
Partnership Board. In the new planning structures this involvement will be via
Reference Groups with wide stakeholder representation. Arrangements for
ongoing feedback from service users are in place and should be used to inform
performance monitoring and future service improvement and development. The
PCT and Council need to ensure that effective communication with users and
carers is maintained through the service changes and that the modernisation and
focusing of services does not result in a deterioration of service provision.

There is a general view that service integration has benefited service users,
although this has not been formally evaluated. Evidence includes fewer
complaints about people being passed between services; improvements in user
satisfaction in mental health services. There is scope for better integration
between elements of the service for example to provide an integrated mental
health rehabilitation service.

The PCT and Council are working closely together to resolve barriers to
integration but some challenges remain eg in agreeing arrangements for the
permanent transfer of staff from one organisation to the other, the development of
joint information systems and breaking down professional boundaries.

Consultation with service users

The LITs and VPPB, and their associated task groups, include representation
from users and carers. Their views are also championed by non executive
directors and council members who are represented on a number of forums. For
example, the Chair of the mental health Section 31 Partnership Board is also the
Chair of the Carers Strategy Board.

There are a number of examples of user involvement in service planning.

e The joint PCT and council 'Involving People’ team supports people to
participate in service planning as well as activities to obtain service user
views on an ongoing basis.

e The Older People's mental health task group are currently reviewing the
service, with the involvement of carers.

e The Valuing People Partnership Board, which includes service user
representation, has been kept up to date on the financial situation and has
been able to comment on the proposals to reduce costs and given a steer on
priorities. The People's Union have identified a member (with learning
disabilities) to co-chair the Partnership Board.

e The council has funded a Citizen's Advocacy post who liaises with the various
user groups across the County.

Herefordshire Primary Care Trust and Herefordshire Council
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In mental health, the Herefordshire Users Group (HUG) has recently disbanded.
This could potentially have left a gap in user representation but the Involving
People Team has been working with users eg through the Mental Health
Regeneration Forum to maintain their input.

For mental health the main mechanism for ongoing feedback from service users
is the annual patient survey, carried out by the Healthcare Commission. For
learning disabilities there is no similar national mechanism for regular feedback.
The partnership board is currently considering how to obtain feedback on an
ongoing basis. Each of the Board sub-groups, addressing aspects of the White
Paper 'Valuing People’, has service users represented. The pilot of the Single
Gateway Assessment is seen as an opportunity to obtain service user feedback.

Feedback is also obtained through complaints, which are dealt with by either the
council or the PCT as appropriate, and through the PCT's PAL service. We have
previously recommended to the PCT that the arrangements for jointly managing
complaints be set out in the S31 agreements. This is not currently the case.

The PCT and council need to ensure that service users are able to have a say in
agreeing priorities in the light of the service changes being planned to allow
services to be managed within the financial constraints. Arrangements for
communicating planned changes to service users and their carers should be
agreed. A key challenge for the partners will be to ensure that there is no
deterioration in provision.

Recommendations

R5 Agree arrangements for jointly managing complaints and include these in
the Section 31 agreements.

R6 Ensure that service users are able to contribute to the agreement of service
priorities.

R7 Agree a communications plan as part of the modernisation process for
learning disabilities.

Benefits of service integration

The expected benefits of service integration are outlined in the Section 31
agreements, but are not translated into measurable objectives. The agreements
note the expected benefits from service integration in very broad terms eg 'The
partnership arrangements will lead to a health gain as defined by the Health
Improvement Programme'. The agreements set out the intention to fully integrate
assessment and care management, multi-disciplinary teams and management
and support services. The pooling of resources was to allow maximum flexibility
in the allocation of resources as part of one system and allow greater freedom for
money to be invested or re-invested into priority service areas.

Herefordshire Primary Care Trust and Herefordshire Council
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There has not been any formal evaluation of the benefits of service integration
but interviewees were unanimous in the view that integration has provided
benefits for service users in providing a single point of access and joint decisions
on funding, without having to be passed from on agency to the other. Whilst the
mechanics of managing the pooled budgets arrangements themselves have
caused frustrations, it was generally felt that the pooling of funds had facilitated
the integration, in that health and social care staff have access to a single source
of funding.

Examples cited include fewer complaints from service users about being passed
from one part of the service to the other, feedback from mental health service
users that they don't see a difference between health and social care. In learning
disabilities there has been positive feedback from service users on the
community teams.

Whilst there may be good integration within teams, there does appear to be more
scope for different teams to work more closely together and for better integration
with other agencies. A recent review of mental health rehabilitation services noted
the lack of communication between different components of the mental health
services eg assertive outreach and Oak House (one of the rehabilitation facilities)
and even worse communication between Oak House and Supporting People and
Housing Services. The review found little evidence of a coherent overall model for
the provision of rehabilitation, resettlement and recovery. The review of the
mental health strategy (noted above) is intended to address the problem and
ensure that the various components of the mental health service operate as a
'whole system'.

There have been some barriers to integration, for example staff still identifying
with particular professional groups. In learning disabilities there is a move to
break down the barriers between professional groups through the development of
integrated systems for allocation, assessment and care management.

The current integrated teams are made up of staff from the host organisation (the
PCT for mental health and the council for learning disabilities) and staff seconded
from the other organisation. The secondment arrangements were due to
terminate in September 2004 but have been extended while discussions have
taken place about the full transfer of staff across from one organisation to the
other. Difficulties with this process have stemmed partly from the differential
terms and conditions of each partner, in particular with the introduction of Agenda
for Change (AFC) for staff employed by the PCT. The terms under AFC are seen
as more favourable than the equivalent 'job evaluation' process in the council. So,
whilst mental health staff from the council are generally happy to move across to
the PCT, learning disability staff have been more reluctant to move to the council.
There are other factors involved - for example a perception by PCT staff that
transfer will mean leaving behind the professional support structures of the PCT.
The partners were working to address these issues although at the time of the
audit they were unresolved.

Herefordshire Primary Care Trust and Herefordshire Council
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57 There are a number of other barriers to integration, most of which the PCT and
Council are not able to influence directly.

Disparity in funding - health services have had significant investment, which
has not been matched in social care in Herefordshire, as a low council tax
area). Also the different way that the funding comes (local vs national).

Structural barriers eg different reporting structures - Council to Cabinet; PCT
to PEC and Board.

Each agency is performance managed differently, with different targets in
health and social care. There is concern that priority is given by service
managers to the targets relating to the host organisation.

Information systems are not integrated.

Avalilability of suitable accommodation. Only recently have the health and
social care staff from the older people's mental health team been located in
one building.

Recommendation

R8

In updating the partnership agreements the PCT and Council should agree
a joint supporting plan to tackle any remaining barriers to integration.

Herefordshire Primary Care Trust and Herefordshire Council
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Monitoring and reviewing performance

Arrangements for performance monitoring and review are not fully effective in that
there are not yet jointly agreed criteria against which the S31 partnerships can be
evaluated to show that they are achieving benefits for service users. This is not
helped by the separate national performance targets applied to health and social
care.

Each service area is monitored against a range of performance indicators, mostly
based on national health and social care targets. Performance monitoring is
becoming more aligned with budget monitoring through the new Programme
Boards. There have been some difficulties caused by separate information
systems for health and social care but both agencies are working to resolve
these. Integrated performance monitoring is made difficult by the separate health
and social care monitoring systems at national level.

Actual performance is improving on most key indicators, but a more focused
approach to performance management would enable the partners to work more
effectively together to ensure that weaker areas are addressed.

Performance indicators, targets and monitoring arrangements

Both mental health and learning disabilities services are monitored against
national targets and performance indicators. These are given a local
interpretation through the PCT's Local Delivery Plan and the Council's Delivery
and Improvement Statement (DIS). The focus of each organisation tends to be on
the key targets which affect star ratings. For the Council these are the
Performance Assessment Framework (PAF) activity and cost indicators. For the
PCT, the Healthcare Commission star ratings targets, based on service process
implementation. A national review carried out by the Valuing People Support
Team in 2004 used a wide range of indicators to assess and compare the
performance of Council's learning disabilities services.

There are specific health targets for learning disabilities incorporated into the
PCT's LDP and monitored by the Health task group of the VPPB.

The PCT achieved a two star rating for its mental health services in 2004/5, an
improvement from the previous years' one-star rating. All key targets were
achieved and the PCT was in the top band in two of the three focus areas for the
balanced scorecard indicators.

In 2004, the learning disabilities service (as part of the overall adult services) was
rated as two stars with promising prospects. In the 2005 CSCI assessment for
Adult Social Care Herefordshire was rated as 'serving some adults well" with
‘uncertain prospects for improvement'.

The council performed well on a number of the indicators used in the Valuing
People review in 2004.

Herefordshire Primary Care Trust and Herefordshire Council
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As well as the nationally set targets and indicators, each service is working to the
targets in the service strategies. These are agreed and monitored by the LITs for
mental health and the VPPB for learning disabilities, through a system of
quarterly reports and annual reviews, including for mental health the annual
Autumn Assessment by the Strategic Health Authority.

The fact that the PCT and council have to report through the separate
performance management systems operating for health and social care does not
facilitate joint performance management. There is some concern that there is
pressure for the joint service managers to give priority to the indicators relevant to
their own organisation. This is demonstrated by the emphasis on the key health
targets in reports to the mental health S31 Board. Information systems are
geared towards one set of targets.

Recommendation

R9 The PCT and council should agree a joint set of targets and indicators for
the integrated services and ensure that these are regularly reported to the
partnership boards.

Herefordshire Primary Care Trust and Herefordshire Council
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Managing resources and ensuring value for
money

The Audit Commission in its Governing Partnerships report highlighted the need
for the Government to 'improve the integration of financial accounting frameworks
and regulations to enable organisations working in partnership to report on joint
expenditure and financial activity'. Better integrated systems would allow
partnerships to align strategic and operational activity and develop effective
performance management systems and processes. It should also provide a basis
for assessing value for money. Partnerships will achieve value for money if they
can achieve better outcomes for the same expenditure, or equal outcomes for
less.

The PCT and the Council have made considerable progress in working together
to tackle some of the practical difficulties around budget monitoring and reporting.
Along with tighter budget monitoring and control, each service area is actively
seeking to address the issues which caused the overspends in 2004/5, in order to
prevent a recurrence. Some of the steps being taken will not result in savings in
year, but are essential for the long term sustainability of the services within
current resources.

An interim agreement has been reached on risk sharing in the event of future
overspends, with the intention in due course of the host organisations carrying
the risk. The budgets for the joint teams are integrated but for other parts of the
service, such as placements and continuing care, health and social care
elements of the budgets are managed separately. This may limit the ability to
consider the budget in a more flexible way and use resources more effectively.

The current pressure on resources is forcing the services to consider value for
money and a number of measures are being taken to improve efficiency as part
of the recovery plans. There is scope for a more systematic and ongoing
approach to ensure that value for money considerations are built into service
planning, delivery and monitoring.

Resources

The initial contributions of each partner to the pooled budgets were based on
historical allocations. Since then, the health contribution (for mental health) has
increased at a greater rate than the contribution from social services. This is
partly a result of the overall increased investment in the NHS, which has not been
matched in local government.

The original and 2004/05 contributions of each partner for mental health and
learning disabilities are summarised in Table 1.

Herefordshire Primary Care Trust and Herefordshire Council
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Table 1 Contributions to pooled budgets
The PCT contribution to mental health services has increased significantly

Pooled Budget  Partner Original 2005/6 Increase
(2002) allocation
contribution £ million
£ million

Mental Health Herefordshire 8.2 13.3 62%

PCT
Herefordshire 3.5 4.1 17.5%
County Council
Learning Herefordshire 2.7 3.0 10%
Disability PCT
Herefordshire 5.6 6.3 13%

County Council

Source: Section 31 Agreements and 2004/5 Budget

For 2005/06 some investment has been made by both partners in response to the
increased pressures on the mental health services. Mental health developments
have been prioritised to ensure that they can be met within the available
resources. There is a total of £700,000 development monies available for the next
three years, together with money for additional prescribing costs. However, the
cost of addressing priorities to meet star ratings targets has been estimated at
£324,000 in a full year.

Budget allocations
The mental health budget has three elements:

e PCT provider - which covers the jointly provided health and social care mental
health services for adults and older people (£8.6 million in 2004/05);

e PCT commissioning - which includes external health providers, continuing
healthcare and continuing nursing care (£4.8 million in 2004/05); and

e Herefordshire Council - which includes community care placements and care
homes.

The learning disabilities budget is similarly split into PCT and Council elements.
For 2004/05:

e the council element included both directly provided and commissioned
residential and home care services (£5.7 million);

e the PCT provider element was mainly for the Southbank Close residential
respite establishment. (£1.3 million + £273,000 contribution to health services
staff); and
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e the PCT commissioning element (£1.4 million for placements and
independent bodies).

For learning disabilities the overspend of £1.5 million was entirely on the council
element. For mental health most of the overspend was on the council element
(£328,000) with an £86,000 overspend on the PCT commissioning element.

The fact that the budgets are currently split into health and social care (and that
the overspends are seen by some as the result of historic and continuing
underfunding from social services) does not encourage a partnership approach
and true pooling of resources. Analysis of data from the Department of Health's
listing of Section 31 agreements indicates that the Council's contribution, at

23 per cent of the total spend on mental health is not out of line with other areas.
From a sample of twenty sites ranging from inner city to rural areas, the average
contribution from social care was 20 per cent of the total budget for mental health.
The allocation from social care is unlikely to increase significantly and, unless
funding priorities for both health and social care are reviewed, both partners will
need to work with the funding that they have. The learning disabilities service
appears to be closer to accepting this, with plans to redesign services. To date,
savings in mental health have been sought from efficiencies in the integrated
provider services and tighter control on placements, but not from a consideration
of overall service priorities and funding.

In the future, partnership arrangements in Herefordshire may develop, for
example through Local Area Agreements, which could bring additional funding. In
the meantime, to move forward under the current Section 31 agreements the
partners will need to come to an acceptance of the contributions that each
agency is able to make. This may mean reviewing which service elements are
included in the pooling arrangements. In doing so, priority must be given to the
needs of service users and consideration of alternative service models which may
be able to meet those needs more cost effectively. In particular the scope to
reduce external placements by developing local services, backed up by additional
support for carers should be explored.

Recommendation

R10 The PCT and Council should review the current Section 31 agreements in
the light of possible future developments in partnership working. If
necessary they should review and agree which service elements should be
covered under the Section 31 agreements, whilst considering whether
alternative service models could reduce reliance on external placements
and offer a more effective way of meeting user needs.

Budget monitoring

The service budgets for mental health and learning disabilities are managed by
the operational managers, and budget monitoring is overseen by senior finance
managers who are responsible to the Section 31 Officers in the PCT and Council.
The use of the placement and continuing care budgets is overseen by joint health
and social care panels.
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The PCT and Council have been constrained by the different accounting regimes
and cycles in health and social care eg with different month and year ends.
During 2004 there were problems with the timeliness of reporting for both mental
health and learning disabilities and overspends (particularly for learning
disabilities) were not identified soon enough to take action. For Learning
Disabilities, budget risks were identified and reviewed at regular 'budget clinics' -
but this failed to re-align services sufficiently. The S31 finance managers have
worked closely together to resolve the difficulties and move reporting timeframes
together. This has allowed for more timely reporting which should allow the S31
Partnership Boards to identify and address problems more effectively in year.

The work to improve budget monitoring has included staff training and close
working between finance and operational managers to get a better understanding
of each element of the budget and to better identify impact of service delivery on
financial forecasts. Monthly meetings are held to discuss performance against
savings targets and agree any further action needed to address problems. The
council is continuing to hold 'budget clinics' to discuss actions needed to mitigate
the financial risks.

Arrangements are to be put in place to report performance on non financial
indicators alongside budget monitoring.

Budget management

A balanced budget has been set for 2005/06 for Social Care but it makes
assumptions including:

e Learning Disability Recovery Plan savings;
e Risk Sharing Agreement on the pooled budgets; and

e the deficit carried forward from 2004/05 of £714,000 will be held as a deficit.
(This has now been written off).

Plans to reduce expenditure on learning disabilities services are summarised in a
recovery plan. This notes plans to reduce expenditure through the redesign and
development of the service. The modernisation process covers accommodation
and support services, community teams and day opportunities. Opportunities to
provide the services in a more cost effective way are being sought and the
commissioning role has been developed to support this (see above).

However this redesign won't result in savings until 2006/07 and beyond. So the
service needs to reduce current expenditure to reduce the potential overspend for
2005/06 as much as is achievable. A recovery plan paper in June listed £470,000
of potential savings in year from a range of measures including:

e £100,000 from re-negotiation of a supported living contract (to provide a lower
level of service),

e areduction in day opportunities; and

e £100,000 from use of the Learning Disability Development Fund (LDDF) and
transfer of workers roles into community access services.
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Savings have been achieved but have gone to minimise the base budget
pressures on learning disabilities. The forecast outturn as at January 2006 stands
at £874,000 over budget.

Further savings are being sought through reviewing placements, and for a small
number of individuals to move them to placements offering better value for
money. The council has carried out an analysis of existing placements to
compare the costs of existing provision for individuals with similar levels of need
and dependency. This cost comparison exercise has identified that, through more
effective commissioning and procurement practices, the Council could potentially
secure significant financial efficiencies.

However, there are some concerns about the capacity to undertake
re-assessment of individuals receiving services from the learning disability team,
due to staff vacancies. There is an expectation that review of individuals' needs
will result in cost savings, although any associated reduction in service may
adversely affect performance assessment indicators.

Herefordshire is participating in the national 'In Control' project. This allows for
resources to be allocated to individuals based on complexity of need, and allows
individuals to 'take control' of their own services by supporting them in putting
together an individual package of care and support within the agreed financial
resources. In other authorities it has been found to ensure that the allocation of
resource is more in line with need.

The overspend on the mental health budget was in the council and PCT
commissioning elements. Measures to tighten up on the number of placements
will be key to containing expenditure within current resources. These have
included quantifying the number of placements which are affordable, and tighter
control of placements made. To support this, details of resources committed and
turnover are reported to the S31 Partnership Board. Pressures from placements
continue and have significantly increased the forecast outturn for 2005/06, which
was £740,000 over budget at the end of December 2005.

For the longer term, the possibility of using the funding currently used for
placements to provide services directly is being considered by the mental health
service manager, working with the commissioning team.

In the short term, savings have been sought mainly from the PCT and joint
provider element where there have been cost pressures from use of agency
nurses, and locum consultants to fill vacant posts, and increasing drug costs
associated with implementation of NICE guidance. The PCT has now provided
additional funding for drugs.

Actions taken have included:

e nursing bank set up to reduce agency costs - resulting in a forecast saving of
£157,000 for 2005/06 against the 2004/05 outturn;

e monthly budget meetings (with social care attending);

e team leaders and ward managers notified of budget problems and asked to
assist in providing solutions;
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e tighter control on non pay expenditure (approval by operational managers);
and

e limiting placements to urgent referrals.

Additional resources totalling £1.2 million have been committed to the pool in
2005/06. But cost pressures remain, for example the need for locum cover whilst
recruiting for a consultant in old age psychiatry.

In the longer term continuing pressures on the social care element will arise from
the increasing numbers of people with dementia.

Risk sharing

The original S31 agreements did not include agreements between the partners
on risk sharing in the event of overspends. Both parties would like each
organisation to take the full risk for the budget it hosts. However, the PCT is not
currently willing to do this because of the issue around the relative contributions
of each partner.

A compromise solution has been reached for 2005/6 for the mental health and
learning disabilities pooled budgets. The host organisation will pick up the first
£280,000 of any overspend and any additional overspend will be shared between
the partners, according to their relative contribution to the budget.

From April 2006 both organisations hope to move to full host commissioner
responsibility.

As noted above, unless both organisations accept the relative contributions, the
issue of risk sharing may still cause friction. The solution may be to review what
elements of the service budgets should be pooled in the first place.

Value for money

The current financial difficulties are providing an incentive to review the value for
money of the services provided. This is happening in both mental health and
learning disabilities. The measures being taken are detailed in the previous
section.

Both organisations are seeking Gershon efficiency savings. In mental health this
is being done through reviewing agency staff, staff:patient ratios on the inpatient
unit, and seeking more cost effective agency arrangements for locum
consultants. The crisis resolution team is starting to have an impact on acute
admissions and length of stay on the adult wards.

Sickness absence rates are being reviewed across both organisations. In social
care the service managers group is looking at Gershon efficiency savings across
social care. This includes reviewing contracts and home care services.

The 'In Control' project in learning disabilities is a good example of a means of
ensuring that resources are appropriately targeted in a way that meets the needs
of service users.
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Some use is made of benchmarking information. Available benchmarking
information includes:

e unit costs of learning disabilities services including costs of residential and
nursing homes and of home care;

e numbers of out of sector/out or area placements in mental health and learning
disabilities (West Midlands data collection);

e reference costs for mental health; and
e mental Health Financial Mapping data.

Support for developing effective and efficient working practices is available
through the Care Services Improvement Partnership (CSIP) - via NIMHE for
mental health and the Valuing People Support Team for learning disabilities.
Although staff capacity for attending events is limited, service managers are able
to access and share good practice examples.

To ensure that savings can be realised and best use is made of the pooled
budgets in the future, value for money needs to be a key consideration in
planning, delivery and monitoring of services.

Recommendation

R11 Agree mechanisms to secure and monitor value for money across the joint
services including the use of value for money indicators such as unit costs
and reference costs to identify and address problem areas. The scope for
using the National Institute for Mental Health's (NIMHE) Ten High Impact
Changes for Mental Health to improve efficiency should be explored.
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Page Recommendation

no.

8

R1 To strengthen their
partnership working
through the pooled
budget
arrangements, the
PCT and Council
should update the
Section 31
agreements for each
service area to
reflect developments
since the original
agreements were
made. These should
include:

e joint strategic
priorities and
expected benefits
for service users;

e specific details of
which resources
are to be pooled
and for what;

Priority Responsibility Agreed
1=Low

2 = Med

3 = High

3 Mike Yes
Metcalf/Jean
Howard
Mike

3 Metcalf/Jean ves
Howard

3 Yes

Brian Hanford/
Andrew Tanner
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Comments Date

This important and extensive piece of 31 March
work which will start April 2006 will be 2007
completed by the 31 March 2007.

It is envisaged, that Mike Metcalf will
work with key Commissioners and
Service Managers to address each bullet
point and ensure this is reflected in the
revised section 31 agreements.

These will be ratified by the relevant
Programme Boards.

A revised Annual Schedule detailing 30
resources for each financial year willbe | September
provided. 2006

Herefordshire Primary Care Trust and Herefordshire Council
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Page Recommendation Priority Responsibility Agreed Comments Date
no. 1=Low
2 = Med
3 = High
e financial
management
arrangements 3 B Hanford/Joint = Yes The Section 31 Agreements will outline
including risk Commissioning the Risk Sharing Agreement and Risk 30
sharing and Manager/Mike Protocol. September
reporting; Metcalf 2006
e performance
management 3 Mike v The Programme Board will explore the 30
arrangements Metcalf/Jean es development of Performance September
including joint Howard Management reporting and joint targets. | 2006
targets and
indicators and
how and when
they should be
reported,;
e arrangements for Mike
ensuring feedback | 2 Metcalf/Jean 31 March
from service users Howard 2007
including joint
complaints
systems; and B Hanford/ Andrew T d Brian Hanford 30
ndrew Tanner and Brian Hanford to
* 2::?3%“\%5;?& ?(?i(rj];ew Tanner/ work with Joint Commissioning Manager gggéember

money.

Commissioning | Y€S
Manager

Herefordshire Primary Care Trust and Herefordshire Council

(Adults and Community) to explore best
value and benchmarking of services.



Page Recommendation
no.

10 R2 Agree a joint service
strategy for learning
disabilities setting
out the specific
health and social
care contribution to
the over-arching
learning disabilities
strategy.

10 R3 The PCT and
Council should work
together, and with
other partners, to
jointly agree future
service plans for
mental health for
adults and older
people. These
should be prioritised
according to
assessed need and
available resources
and supported by
medium term
financial plans.
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Priority Responsibility Agreed Comments Date

1=Low

2 = Med

3 = High

3 Mike Metcalf Y A Valuing People Partnership Board 30
Strategy has already been adopted. The = September
next phase is to develop the LD 2006

Commissioning Plan and define the
specific health and social care
contributions.

3 Mike Y A detailed Commissioning Plan for adult | 31 March
Metcalf/Diane and older adult mental health services 2007
Topham has been mandated by the Programme

Board and work will be led by Diane
Topham in 2006/07.
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Page Recommendation Priority
no. 1=Low
2 = Med
3 = High
11 R4 Ensure 1

commissioning
strategies for both
mental health and
learning disabilities
services link to
practice based
commissioning.

13 R5 Agree arrangements @ 2
for jointly managing
complaints and
include these in the
Section 31
agreements.

13 R6 Ensure that service 1
users are able to
contribute to the
agreement of service
priorities.

Responsibility

Mike
Metcalf/Diane
Topham/Bill
Buck

Helen
Phillips/ACS
Complaints
Manager

Mike Metcalf

Herefordshire Primary Care Trust and Herefordshire Council

Agreed

Comments

As per R2 and R3. These will link to
practice-based commissioning as this
develops.

This has already occurred in the
development of the LD Strategy via the
wider reference group, LD Newsletter,
and a subsequent Stakeholder Day.

The agreed process for the MH
Commissioning Plan incorporates service
user focus groups and extensive
consultation through the wider reference
group, including a stakeholder event in
the summer.

Date

31 March
2007

31 March
2007

Now/
ongoing.
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Page Recommendation Priority Responsibility Agreed Comments Date
no. 1=_Low
2 = Med
3 = High
13 R7 Agree a 1 Mike Metcalf Y This has already been done, and Now/
communications plan communication is a standing item on the = ongoing
as part of the LD Commissioning Group's agendas.

modernisation
process for learning

disabilities.

15 R8 In updating the 2 Mike Y 31 March
partnership Metcalf/Jean 2007
agreements the PCT Howard
and Council should
agree a joint

supporting plan to
tackle any remaining

barriers to
integration.

17 R9 The PCT and council 3 Mike Y The Programme Boards have already Now/
should agree a joint Metcalf/Jean commissioned regular progress reports ongoing
set of targets and Howard on targets for each service.

indicators for the
integrated services
and ensure that
these are regularly
reported to the
partnership boards.
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Page Recommendation Priority = Responsibility
no. 1=Low
2 = Med
3 = High
20 R10 The PCT and 3 Mike
Council should Metcalf/Jean
review the current Howard
Section 31
agreements in the
light of possible

future developments
in partnership
working. If necessary
they should review
and agree which
service elements
should be covered
under the Section 31
agreements, whilst
considering whether
alternative service
models could reduce
reliance on external
placements and offer
a more effective way
of meeting user
needs.

Herefordshire Primary Care Trust and Herefordshire Council

Agreed

Comments

As per earlier comments - this will form
part of revising the agreements.

Date

31 March
2007



Page Recommendation

Priority Responsibility

1=_Low
2 = Med
3 = High
R11 Agree mechanisms 3 B Hanford/
to secure and Andrew Tanner
monitor value for /Joint
money across the Commissioning
joint services Manager

including the use of
value for money
indicators such as
unit costs and
reference costs to
identify and address
problem areas. The
scope for using the
National Institute for
Mental Health's
(NIMHE) Ten High
Impact Changes for
Mental Health to
improve efficiency
should be explored.

Agreed
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Comments Date

It is accepted that an exercise 30
surrounding VFM, benchmarking and unit = September
cost comparisons needs to be 2006
undertaken.

In LD services this is already underway
as part of an independent needs analysis
and benchmarking exercise within the
council.
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