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temperature check

At the six month point, CCGs had overspent 
against plan by £186m, with 83 reporting 
an overspend. Twelve CCGs are predicting 
they will end the year with an overspend on 
their budgets – with an aggregate overspend 
of £96m forecast for year-end. Subsequently, 
month seven figures suggested that, when all 
risks were taken into account, the underlying 
CCG overspend could be £500m at year-end.

The HFMA welcomed the Budget funding 
injection of £335m to help the NHS cope 
with winter pressures in 2017/18. However, 
it pointed out that this was less than half the 
combined month 6 forecast provider deficit 
(£623m) and commissioner overspend of 
£96m. And it said NHS organisations will 

have to move quickly to change their plans if 
the additional funding is to have a significant 
impact on this year’s winter pressures. 

Looking at the wider financial outlook, 
HFMA head of policy and research Emma 
Knowles says most finance directors feel they 
are working in a system that has less funding 
than they think is needed. ‘The additional 
money will not be sufficient to resolve 
the financial pressures. Finance directors 
are calling for more openness about NHS 
resources and what is affordable. There is no 
doubt that difficult choices will need to be 
made about the use of NHS funds,’ she adds.

Despite the forecast deficit this year, the 
temperature check said providers had delivered 
significant savings, totalling £1.26bn in the first 
six months of the year (£169m below plan). 
Over the year, savings plans totalled £3.7bn 
and trusts forecast they would fall short of this 
figure by £210m. 

CCGs also fell shy of their efficiency savings 
plan, reporting savings of £1bn (£1.2bn 
planned) at month six. At year-end, they 
forecast savings will be £443m less than the 
planned level of £3.1bn.

While many organisations were able to use 
one-off measures to improve their figures 

While the additional NHS funding announced 
in last month’s Budget was welcomed, it was 
generally agreed that it was not enough. 
Even NHS England chair Sir Malcolm Grant 
reportedly spoke of a difficult debate that 
would be needed to decide commissioners’ 
priorities. Phrases like ‘tight financial climate’ 
or ‘significant deficit’ are now used so often 
when describing the NHS that they are almost  
accepted as normal. But the financial challenge 
facing providers and commissioners is real and 
it is laid out in detail in the latest HFMA NHS 
financial temperature check.

The temperature check outlines the financial 
performance figures for the NHS in England 
at month six. The provider sector reported 
an aggregate deficit of £1.15bn halfway 
through 2017/18 – after including the £630m 
sustainability and transformation fund (STF). 

While 87 trusts reported an adverse variance 
against plan, 152 said they were in deficit 
after six months of the year – 63 trusts (27%) 
forecast they would have an adverse variance 
from plan at year-end, with 111 forecasting 
a deficit. For the full year, trusts forecast that 
they will report an aggregate £623m deficit, 
after receipt of the £1.8bn STF – a deficit that 
would be £127m more than planned.

The latest HFMA NHS 
financial temperature 

check shows that finance 
leaders are concerned they 

will not be able to deliver 
challenging financial plans 

this year. Seamus Ward 
examines the findings
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Taking the pulse
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• 56% of CCG finance chiefs and 
65% of provider finance directors said 
their 2017/18 control total was less 
achievable than the control total for 
2016/17

• 69% of trust finance directors and 
54% of CCG chief finance officers 
(CFOs) said leaving the European 
Union posed a medium or high risk. 
Recruitment and retention of staff, 
general cost inflation and increased 
drugs costs were the main concerns

• 59% of CCG CFOs and 71% of trust 
finance directors do not expect the 
additional £2bn social care funding, 
announced in this year’s spring Budget, 
to have a material impact

• Although relationships between 
organisations in sustainability and 
transformation partnerships (STPs) 
are improving, 43% of CCG CFOs 
and 60% of trust finance directors 
remain concerned about governance. 
Alignment of STP decision-making with 
organisational accountability remains 
the key governance concern

•  81% of CCG CFOs and 
78% of trust directors are 
not confident that their STP 
has the ability to deliver 
a plan to help close the 
funding gap by 2021. Key 
issues raised include 
the lack of capital for 
transformation and 
differing regulatory 
approaches 

• 87% of CCG CFOs and 68% of trust 
finance directors believe NHS England 
and NHS Improvement should merge

Other findingsin the second half of 2016/17, there was 
much less scope for doing so once again in 
the current financial year. The temperature 
check stated: ‘The scale of the challenge to 
turn round the reported mid-year position 
and deliver the year-end forecasts should 
not be underestimated. NHS organisations 
are delivering more care to patients, but the 
increase in activity levels has not been matched 
by increased funding.’

Overall, the picture is of a service striving 
to hit ambitious savings targets, largely using 
recurrent measures. Just over three-quarters 
of trust savings in the first half of the year 
were recurrent, though this fell short of the 
planned proportion (the plan aimed to have 
92% of savings as recurrent). And the level of 
recurrent savings is similar to the proportion 
recorded at the same point in 2016/17.

This national picture, reported by NHS 
Improvement and NHS England, was backed 
up by the temperature check survey of 
finance directors and chief finance officers. 
Finance directors and chief finance officers 
from 80 provider trusts (34%) and 56 clinical 
commissioning groups (27%) responded.

The survey said 38% of CCG chief finance 
officers and 40% of provider finance directors 
believe there is a high level of risk in their 
organisation’s financial plans. Perhaps 
unsurprisingly, 71% of CCG finance leads 
and 66% of their provider peers were not 
confident that recurrent savings plans would 
be delivered. 

The HFMA acknowledged that the level 
of pessimism among finance managers was 
similar at the same point in 2016/17. But 
finance leads were more pessimistic this year 
about their ability to achieve non-recurrent 
savings. It said 39% of commissioner chief 
finance officers and a third of provider finance 
directors were not confident they could deliver 
their plans for one-off savings. With a greater 
proportion of savings pencilled in for the 
second half of 2017/18, the second six months 
will prove challenging for the service.

Threats to balance 
Finance directors and chief finance officers 
set out the biggest threats to financial 
balance – missing savings targets, agency staff 
costs, winter pressures, increased demand 
and delayed discharges. CCGs added that 
prescribing and continuing healthcare costs 
could also pose risks to their financial position. 

The prescribing cost pressure may relate to 
the lack of availability of some generic drugs 
– they are being substituted by more costly 
branded medicines. This additional cost is not 
reflected in the reported financial positions.

“This is not just about 
commissioners rushing 
headlong into it. We have 
involved the local FT” 
Chris Macklin, Sunderland CCG

Almost a fifth of trust finance directors and 
23% of their CCG counterparts expect their 
year-end position to be worse than plan, while 
around one in 10 commissioner and provider 
finance leads believe their final financial 
position will be better than plan.

The survey was taken after the government 
indicated it would relax the 1% cap on rises 
in public sector pay, and clearly this issue 
concerned finance managers. Three-quarters 
of respondents believed the cap should be 
lifted, but only if the cost is funded fully by the 
government. Only 2% said the cap should go 
even if no additional funding is made available.

Over the past year, national organisations 

have urged greater consolidation of back-office 
functions to ensure as much as possible is 
spent on frontline patient care. Much of this is 
based on Lord Carter’s report on efficiency and 
productivity in the NHS, which recommended 
that corporate and administration costs should 
be no more than 7% of income by April 2018, 
falling to 6% by April 2020.

According to the survey, 94% of 
respondents’ organisations were exploring 
consolidation to reduce costs and increase 
efficiency. More than half of respondents 
were considering consolidating payroll, 
procurement, human resources, information 
technology and the finance function.

Impact of Carter 
Programmes such as the Carter-inspired 
Model Hospital, as well as Getting it right first 
time and NHS RightCare, aim to support 
the Carter vision of saving £5bn a year by 
identifying and eradicating unwarranted 
variation. Asked how implementation of 
these programmes had affected organisations’ 
finances, 58% of acute providers reported 
a slight improvement and 7% a significant 
improvement. A third said there had been no 
impact and 2% a slightly negative impact.  

As the scope of the Carter recommendations 
widens into mental health, 

community and specialist services, 
it is likely their impact will 

increase, the HFMA said.
There are positives in the current 

NHS landscape – the service is 
making unprecedented levels of 

savings and productivity is high 
compared with the rest of the economy. 

But this year’s targets are stretching and, 
overall, finance directors feel they are 

unlikely to be achieved.  
Despite the financial picture, most 

respondents in the HFMA survey believe that 
the quality of patient care will stay broadly the 
same this year. The association defined quality 
as ‘services that are patient-centred, safe, 
effective, efficient, equitable and timely’. 

However, 21% of CCG finance leads and 
15% of trust finance directors think it will 
deteriorate. On the other hand, 21% of CCG 
and 23% of trust finance directors believe it 
will improve. 

Though the proportion remains small, an 
increasing number of finance directors think 
that patient outcomes or patient safety are at 
risk. More money than expected has been 
allocated to the NHS. It is less than many in 
the service believe is needed. But is it enough 
to ensure finance directors’ darkest fears about 
outcomes and safety never happen? 




