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forecast

Spending Review 2015
‘In the Spending Review this autumn, the government will set out how the remaining consolidation will be
delivered – on top if the £17bn of consolidation set out at this Budget – and set departmental budgets.
-Summer Budget 2015
‘A country that lives within its means: Spending Review 2015’ published in July sets out the government’s
priorities for Spending Review 2015 and how plans to deliver the overall £20 bullion of consolidation will
be developed in the coming months.
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As part of the FMR programme, we have set up a new Costing team to
deliver costing projects on large cross-cutting areas of spend.
Costing projects are 6 week
engagements designed to…
Total spend 1-3
1

2

3

Develop one version of the truth on crosscutting areas of spend
e.g. across the police, courts and prisons
delivering criminal justice

x2 HMG at the Border

Further Education

£900m

£10bn

Health & Social Care

Departures & Removals

£2bn*

£
£

Outcome

£

£581m

Uncover opportunities to deliver services more
efficiently and effectively
e.g. at the UK border, designing an operating
model informed by cost data
Mental Health
£19bn*

Criminal Justice (LDN)
£3.5bn

Bring new capabilities to interrogate data and
present insights in an interesting way
e.g. findings and materials for meetings with
Jeremy Heywood & Oliver Letwin

* HMG spend
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For more information, please email govfinance@hmtreasury.gsi.gov.uk

We conducted a costing project on Mental Health spend in England,
linking inputs to outputs to outcomes for £19bn of HMG spend.

Inputs
• 6 central depts. (DH, DCLG, DWP, HO, MoJ,
DfE) recognise MH spend, totalling £19bn
• MH services delivered by 56 MH Trusts, 60
Acute and Community Trusts and ~130
independent providers
• Unit costs of care varies by providers even
for same service e.g. for NHS providers of
inpatient substance misuse services, cost
ranges for £225 to £815 per day
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Outputs
• £8.3bn spent on common mental health
problems – only £1.9m of this is NHS MH
service spend
• £8.7bn spent on severe mental illness – £4bn
of this is NHS MH services spend.
• Further £18bn is spent on services linked to
dementia, learning disability and substance
abuse

Outcomes
• HMG spend not aligned with employment
and health outcomes
• Limited publication of outcomes data for MH
spend, but pockets of good practice
• E.g. Talking Therapies links spend, outputs
and outcomes data, identifying unit cost per
patient variation £800 – £5,400 but some
correlation between level of investment and
outcomes

For more information, please email govfinance@hmtreasury.gsi.gov.uk

As well as the baseline, the project identified specific opportunities in the
provision of Secure Services, MH & Type 2 diabetes and MH & employment
1

x1.8 fold variation in per capita spend on MH across CCGs

2 £115m net savings identified from £1.2bn spend on low Secure Services

• x5 fold variation in per
capita CCG spend on MH
• Even after adjusting for
underlying need, variation
remains x1.8 fold
• However, ~67% of total
spend on MH has little or
no national cost data
available
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£1.8bn (~20%) of spend on treating type 2 diabetes linked to poor MH
• 1.6m (50%) of those with
type 2 diabetes suffer a comorbidity of poor MH
• Co-morbidity increases
spend per patient on
physical care by 50%, from
£2,300 to £3,400 pa
• Scaling up integrated
support schemes provides
better outcomes and could
reduce spend by circa
£160m pa
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• Significant variation in unit
cost across providers and
large cost differential
between low secure (~£140k
p.a.) and adjacent lower tiers
(e.g. residential rehab ~£40k)
• Inappropriate inflows into
low secure and significant
delays to discharge evidence of 6-9 months’
delay per patient
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£4.2bn on ESA payments for unemployed with poor MH
• £640m spent on
interventions for the
unemployed with poor MH,
(Work Programme), £4.2bn
spent on ESA payments
• WP effective for around ~8%
of those with poor MH (~29%
for individuals with good MH)
• DWP-DH joint unit set up to
review strategy for Health &
Work

For more information, please email govfinance@hmtreasury.gsi.gov.uk

Another costing project looked at adult health, social care and relatedbenefits in 2 Local Health Economies – North East Lincolnshire and Cornwall
1

Developed full baseline of £2bn spend in two Local Health Economies (NEL1 & Cornwall)
• Incorporated all relevant benefits and DWP spend into the analysis (24% of
HMG spend)
• Built 3rd sector into the baseline, uncovering that a further £2bn is spent on
HSC outside of HMG funding
• Compared baselines between LHEs, highlighting only a 3% per capita
difference between the two
• Assessed data transparency, availability and understanding across HSC
sources
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Conducted 'deep dives' on home care & EUC3
EUC deep dive

Homecare
• Found that 74% of home care cost is unpaid/private, compared to
12% from NHS/Social care and 14% from welfare: leveraging of third
sector is crucial to keep HMG costs down

Commissioner payments to health
and social care providers

1,700
1,600

Triage channel

1,400

26

30

166 (12%)

Disposition

201
(19%)

196

201
(14%)

NEL

EXAMPLE

Ambulance
response not
required

337
(23%)

203
(14%)

NEL

Cornwall

50,598

94,194

£ 5.0M
£ 99.5
~1 min

£10.9M
£ 115.5
~1 min

629
(45%)

£ 22,179
£ 5.64
14%

639
(44%)

200
NEL

Cornwall

Volume (#int)

Disposition

0

Cost (£)
Cost/unit (£/int)
Avg call duration (min)

Acute

Primary
care

Social
care

Mental
health
incl. police

NHS England Area Team

Kernow CCG

Other
services 1

Health &
Selected
social care benefits
services payments

Cornwall Council

DWP

Spend on
Local
Regional
services commissioner / national
& benefits running cost 2 bodies 3

Total

% to this disposition

%

%

See, Treat
& Convey

1

£ 29,038
£ 5.23
6%

783

4,751

£ 21,199

£ 200,327

£ 27.1
3%

£ 42.17
5%
Cornwall

5,677

36,888

£ 1,148,621

£ 3,769,261

£ 202
21%

£ 102
39%

NEL

100

5,549

Cornwall

16,872

47,006

£ 3,840,001

£ 6,882,329

£ 228
62%

£ 146
50%

Optimise tariff price per disposition
• Adjusting tariff for each disposition to be
lowest/best in class between LHEs
Current NEL+Cornwall spend
New total spend
Saving

Cornwall

NEL

See & Treat
629
(59%)

Cornwall

3,934

NEL

Dial
999

178 (12%)

410

300

Two thought experiments

1,453
96 (7%)

Hear & Treat

151

600
400

(73% total)
66 (6%)
166
(16%)

100

900

500

335
(24%)

1,062
206

1,000

700

• EUC spend per capita in the more rural Cornwall is actually £20 less
than in NEL

(96% total)
66 (5%)

1,300
1,200

NEL & Cornwall

Commissioning
system costs

1,397

335

800

Emergency, Urgent and Crisis Care
• Channel analysis showed that Cornwall’s unit cost for See and Treat
is half that of NEL, and 12% fewer cases are conveyed to A&E

Relevant
benefits

1,500

1,100

• Large cost variations between HMG-funded homecare cases

OFFICIAL - SENSITIVE

Optimising channel disposition reveals significant opportunity

Spend on health and social care for the adult population in Cornwall 2013/14 (£m)
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£15.9M
£13.9M
£ 2.0M

Optimise See & Treat patient flow
• Change NEL See & Treat patient flow rate
to match Cornwall's higher % rate
Current NEL spend
New total spend
Saving

£ 5.0M
£ 4.9M
£ 0.1M

• Small initial benefit, but
significant downstream impact
(see next page)

Note: NHS Pathways system is used to triage calls, call cost is calculated based on provided tariff data, negotiated by each CCG with local Ambulance service providers. Average call duration is for
resource allocation time for emergency/immediate response calls based on EMAS call data, with an average of ~1:00mins
Source: CCG provided data, EMAS and SWAST call disposition and tariff data

Other organisations

1. NEL = North East Lincolnshire; 2. SEMI = Significant and Enduring Mental Illness; 3. EUC = Emergency, Urgent and Crisis Care
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For more information, please email govfinance@hmtreasury.gsi.gov.uk

The Costing projects are challenged by organisational boundaries,
inconsistent data, and a lack of investment in data analytics…

Organisational
boundaries make it
difficult to exploit
and utilise data

There is a huge
amount of data
available, but it is
rarely shared and
often inconsistent
Decision makers
are not always
incentivised to
work across
government
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• Organisations and their senior management are not always able to exploit opportunities of interconnected
policy areas that span various organisations.
• This is true both within central government, and between central government and other parts of the public
sector e.g. NHS, Local Government, Regulators, Agencies etc.

• Many of these organisations have already sought to find efficiency savings and effectiveness improvements
within their own organisation, but have yet to reap the benefits of cross-organisational working.

• Enormous amount of data collected by depts. and public sector organisations but It is not fully exploited.
• Data not shared across departmental/organisational boundaries and can’t be merged to produce more
interesting insights.
• Data is structured differently across govt. (e.g. no common chart of accounts) so can’t be merged or aligned
sufficiently to benchmark activities/organisations.
• This is one of the most simple and effective ways to identify savings as well as effectiveness improvements.

• Motivation/incentives and tools deployed to find savings and improve effectiveness not always aligned.
• Decision-makers not always able or willing to make the best value for money decisions for HMG e.g. no
incentives for departments to spend their budgets on programmes to reduce expenditure in another
department.
• Decision-makers under pressure to identify savings or improvements under considerable public or political
pressures.

For more information, please email govfinance@hmtreasury.gsi.gov.uk

…which the Costing Review methodology seeks to overcome, by creating
one version of the truth
Department for Work
and Pensions

Department of Health

Departmental boundary

Departmental boundary

Data is structured and categorised differently across
government (e.g. no common chart of accounts) –
difficult to merge or align sufficiently to compare and
benchmark.
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NHS

Enormous amount of data is
collected across HMG but often
not shared across boundaries –
merging and integrating data
produces better insights.

A simple benefit of a costing project is getting the right
players to agree on one “data” version of the truth. This
allows future discussions to focus on real issues and
options to improve services.
For more information, please email govfinance@hmtreasury.gsi.gov.uk

Questions

For more information, please email
govfinance@hmtreasury.gsi.gov.uk

