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FINANCE COMMITTEE CALL FOR EVIDENCE 
 

PUBLIC BODIES (JOINT WORKING) (SCOTLAND) Bill: FINANCIAL 
MEMORANDUM 

 
SUBMISSION FROM ASSOCIATION OF DIRECTORS OF SOCIAL WORK LTD 

 

 

1. The Association of Directors of Social Work (ADSW) is the professional 
association representing senior social work managers and Chief Social Work 
Officers in local government in Scotland.  Health and Social Care Integration is one 
of two major policy initiatives – the other being Self Directed Support – that will 
transform adult social care.  The financial underpinning for the integration legislation 
is a matter of some importance.  We warmly welcome the Committee’s invitation to 
all organisations that have an interest in, or which may be affected by, the Financial 
Memorandum to the Public Bodies (Joint Working)(Scotland) Bill. 
 
2. The implementation costs and financial impacts of the Bill are very difficult to 
estimate, partly because councils and health boards are still in the process of 
deciding which services are in scope and which of the two main integration models 
to adopt.  We wish to acknowledge that the Financial Memorandum is a helpful and 
thoughtful document, drawing upon a wide range of evidence and analyses to help 
identify the key financial issues and estimate the range of likely implementation 
costs.  
 
3. Our response follows the questions set out in the Finance Committee 
questionnaire. In summary, ADSW’s view is that: 

 

 Legislation is likely to be better framed following consultation on draft Bills. In 
this case there was formal consultation on the policy proposals, but not on a draft 
Bill. 

 For the integration vision to be achieved, health and social care partnerships 
need to unlock the budgets currently funding emergency inpatient admissions.  
ADSW is extremely concerned that the Scottish Government may set the minimum 
inpatient budgets to be transferred to Partnerships at too low a level to deliver the 
step change required.   

 The Financial Memorandum’s estimates of the savings that integration may 
deliver (between £138m and £157m) are problematic.  Even so, they are 
acknowledged to fall well short of the demographic pressures.  According to the Final 
Business and Regulatory Impact Assessment, published alongside the Bill, “by 2031 
total annual costs will exceed today’s by £2.5 billion, at today’s prices” – this is 16 to 
18 times larger than the Memorandum’s estimates of savings. 

 The Scottish Government is committed (in paragraph 68) to funding one-off 
implementation costs of around £16.3 million, but it is a matter for regret that there is 
no funding commitment to the recurring costs for health boards and local authorities 
arising from the Bill.  

 Transition team cost estimates seem reasonable, as do those for CHP 
leadership redundancy and redeployment costs, but there is no recognition that 
some local authorities are likely also to face redundancy and redeployment costs for 
adult social care senior management. 
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 Some of the recurring costs for health boards and local authorities are likely to 
be understated and would benefit from further work, especially in relation to locality 
planning, IT, performance information, and financial and activity analysis.  

 The Financial Memorandum correctly identifies the risks to VAT recovery and 
staff pay and conditions harmonisation, and estimates their potential annual costs at 
up to £32m and up to £27m respectively.  It is a matter for concern that the FM does 
not commit the Scottish Government to fund these pressures should they occur in 
future. 

 A larger financial risk facing local authorities is that integration will in future 
erode the basis for charging for non-residential social care services, putting at risk 
income of around £43m.  This issue is not discussed in the Financial Memorandum. 

 Finally, integration in tandem with other policies – prevention and more 
concerted action on health inequalities – is likely to reduce rather than eliminate the 
financial impacts of demographic change on health and social care.  ADSW believes 
that a wider review of future options for the resourcing of health and care is required 
in Scotland, similar in scope (but not necessarily in outcome) to reviews undertaken 
in England by Derek Wanless1, Andrew Dilnot2, and others. 
 
ADSW RESPONSES TO FINANCE COMMITTEE QUESTIONS 
 
Consultation  
Did you take part in either of the Scottish Government consultation exercises 
which preceded the Bill and, if so, did you comment on the financial 
assumptions made?  
4. The Scottish Government did not consult on the contents of a draft Bill, but on 
the integration proposals for integration.  The consultation paper3 did not include 
“financial assumptions”– that is, the implementation costs of health and social care 
integration, now covered in the Financial Memorandum to the Public Bodies (Joint 
Working)(Scotland) Bill. There is therefore a marked contrast with the consultation 
process for Self Directed Support, which included three4 formal consultations – one 
on the policy, and two on the draft legislation.  There has been no formal 
consultation on the draft integration Bill or the associated Financial Memorandum.   
5. As a general principle, ADSW believes that legislation is likely to be better 
framed following consultation on draft Bills. 
 
6. ADSW responded5 to the Scottish Government consultation in September 
2012. Our main comments on financial issues, such as pooled budgets, concerned 
the need to include a significant share of NHS acute inpatient budgets within the 

                                                      
1 
 Wanless Review: 

Securing Good Care for Older People: taking a long-term view, March 2006
.  Available at: 

http://www.kingsfund.org.uk/publications/securing-good-care-older-people 
2
 Dilnot Commission report Fairer Care Funding, July 2011. Available at: 

http://webarchive.nationalarchives.gov.uk/20130221130239/http://dilnotcommission.dh.gov.uk/our-
report/ 
3
 Integration of Adult Health and Social Care in Scotland. Consultation on Proposals, May 2012; 

available at: http://www.scotland.gov.uk/Resource/0039/00392579.pdf.  Information on the 
consultation process, and the Scottish Government’s response, is available at: 
http://www.scotland.gov.uk/Topics/Health/Policy/Adult-Health-SocialCare-Integration. 
4
 A fourth SDS consultation is currently underway on regulation and guidance following the Act 

passing into law in January 2013 
5
 Available on ADSW’s website at: http://www.adsw.org.uk/doc_get.aspx?DocID=619 

http://www.kingsfund.org.uk/publications/securing-good-care-older-people
http://webarchive.nationalarchives.gov.uk/20130221130239/http:/dilnotcommission.dh.gov.uk/our-report/
http://webarchive.nationalarchives.gov.uk/20130221130239/http:/dilnotcommission.dh.gov.uk/our-report/
http://www.scotland.gov.uk/Resource/0039/00392579.pdf
http://www.scotland.gov.uk/Topics/Health/Policy/Adult-Health-SocialCare-Integration
http://www.adsw.org.uk/doc_get.aspx?DocID=619


3 

 

scope of the new Health and Social Care Partnerships, and the need for a more 
fundamental review of the future resourcing of health and social care in Scotland: 
 

ADSW supports the intention to integrate budgets and would seek clarity 
regarding the establishment of these arrangements and the volume of 
resource to be included from the acute sector and other forms of institutional 
care. The Association believes that a wider review of the resourcing of health 
and care in the context of demographic demand is required, similar to the 
Dilnot review undertaken in England. Equally, there should be more focus on 
self-directed support and its impact on budgetary arrangements. Joint 
outcome based commissioning should continue to be a key driver towards 
outcomes focused change.  

 
7. We also drew attention to charging issues in social care, compared to NHS 
services free at the point of delivery. 
 
8. ADSW is represented on the Adult Health and Social Care Bill Advisory 
Group, and on the working groups that are preparing draft guidance, including the 
Integrated Resources Advisory Group which is considering the financial issues 
associated with pooled budgets, rather than the Bill implementation costs.  Members 
of the Association also participated in the five Practitioner Engagement Events 
organised by the Scottish Government last summer as part of the consultation. 
 
Do you believe your comments on the financial assumptions have been 
accurately reflected in the FM?  
9. As stated above, there was no formal consultation on the draft FM.  The 
normal process of government involves civil servants, and sometimes Ministers, 
meeting with professional associations, to discuss relevant issues in confidence.  
The Association has been involved with COSLA in such meetings on aspects of the 
draft legislation and associated documents, including the draft Financial 
Memorandum.  Since there was no formal consultation, it would not be appropriate 
to comment on whether ADSW’s comments have been accurately reflected in the 
published Financial Memorandum. 
 
Did you have sufficient time to contribute to the consultation exercise?  
10. Yes, the Scottish Government’s formal consultation ran from 8 May to 11 
September 2012. 
 
Costs  
If the Bill has any financial implications for your organisation, do you believe 
that these have been accurately reflected in the FM? If not, please provide 
details?  
11. The Bill has financial implications for adult social care currently provided by 
councils, as well as for NHS services in scope. For both council and health boards, 
the financial implications are of two kinds: (1) the substantial issues involved in 
delegating budgets and other resources on either of the two main models of 
integration; and (2) the shorter term issue of resourcing implementation.  While the 
latter is the proper focus of the Financial Memorandum, ADSW wishes to draw the 
Committee’s attention to a key issue of concern about the extent to which acute 
inpatient resources are within scope of health and social care integration. 
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12. The Scottish Government clearly stated the case for change in its 2012 
consultation paper. Health and social care integration was necessary to address the 
“two key disconnects” within the system: 
 

The first disconnect is found within the NHS, between primary care (GPs, 
community nurses, allied health professionals etc.) and secondary care 
(hospitals). The second disconnect is between health and social care. (para 
1.2) 

 
13. Addressing these disconnects would allow the balance of care to shift from 
institutional care to services provided in the community, and resources to follow 
people’s needs (para 1.8). This would support more preventative strategies based on 
“assessment, treatment, rehabilitation and support in the community” (para 1.10) – a 
strategic change now made urgent by the ageing of the population and by increasing 
numbers of people with long term conditions or disabilities.  
 
14. The most recent ISD “Integrated Resources Framework” information on the 
balance of care for older people (we do not yet have this for all adults) is shown 
below – hospitals and care homes account for nearly 60% of spend, and nearly 31% 
of all health and social care spend is on acute emergency admissions (£1.4 billion): 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
    Source: available on request from Christine.Mcgregor@scotland.gsi.gov.uk 
 
15. For the integration vision to be achieved, health and social care partnerships 
need to unlock the budgets currently funding inpatient admissions.  They would do 
this by having control over a significant proportion of inpatient budgets – focussing 

mailto:Christine.Mcgregor@scotland.gsi.gov.uk
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on specialities with high rates of emergency admissions – which in the short term 
would be returned to hospitals to manage current bed capacity, but in the medium to 
longer term would be used to take beds out of the system to fund the expansion of 
preventative and community based health and social care services.  This would be 
achieved by joint strategic commissioning which would specify the hospital and 
community based services needed over the forward planning period to deliver better 
outcomes for public expenditure on health and social care. 
 
16. There are three potential problems with this delivery model, all with potential 
solutions: 
 

 First, funding. If successful, the model will reduce future demand for inpatient 
care but is unlikely to eliminate the need for more funding to address increased 
demand due to demographic change.  Change funding is also needed to cover 
double running costs enable the expansion of community health and social care that 
is necessary to provide less expensive alternatives to inpatient admission. Unless 
demographic and change funding continues, these shifts in the balance of care will 
be difficult to make on the scale required.  We return to this issue at the end of this 
submission. 

 Secondly, many hospital catchments cover several local authority areas.  
Transferring relevant parts of hospital budgets between different health and social 
partnerships carries risks of destabilising hospital management.  ADSW believes 
that these risks can be managed but that further work is required on mitigation 
measures as a matter of some urgency. 

 Thirdly, there are issues of power.  Health Boards are reluctant to lose 
control over in-patient budgets, and local authorities have analogous concerns about 
loss of control over social care.  Within the medical profession “acute specialties 
often have the loudest voice”6. These are serious challenges that the national and 
local work underway on governance and cultural change needs to address. 
 
17. While these three problems are all challenging, ADSW believes that they can 
be resolved, given political will and leadership.  The acid test will be the quantum 
of acute budgets transferred to partnerships.  ADSW believes that there is 
general agreement that all or most mental health and learning disability inpatient 
budgets, and those for non-obstetric GP beds, and any other continuing care or 
community hospital beds, should transfer to health and social care partnerships. In 
2009-10, all of general psychiatry, psychiatry of old age, learning disability, and non-
obstetric GP beds, accounted for adult spend of around £621 million, or about 18% 
of total inpatient spend on adults (aged 15+ for this illustrative modelling).   
 
18. At the time of writing there is less agreement about the budgets for other 
inpatient specialisms.  However, if we are serious about the resource following the 
person, and establishing commissioning budgets genuinely capable of reducing 
emergency admissions and shifting the balance of care, then our focus needs to be 

                                                      
6
 David R Steel, “Scotland” chapter in Chris Ham et al (2013): Integrated care in Northern Ireland, Scotland 

and Wales: Lessons for England,  The Kings Fund, available at: 

http://www.kingsfund.org.uk/sites/files/kf/field/field_publication_file/integrated-care-in-northern-ireland-

scotland-and-wales-kingsfund-jul13.pdf 
 

 

http://www.kingsfund.org.uk/sites/files/kf/field/field_publication_file/integrated-care-in-northern-ireland-scotland-and-wales-kingsfund-jul13.pdf
http://www.kingsfund.org.uk/sites/files/kf/field/field_publication_file/integrated-care-in-northern-ireland-scotland-and-wales-kingsfund-jul13.pdf
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on redesigning the emergency care pathway.  This would mean transferring 
inpatient budgets for range of acute and other inpatient resources including: front 
door (accident and emergency), general medicine and receiving services, and those 
specialisms which are mainly emergency-driven: such as medicine of the elderly, 
rehabilitation medicine, and palliative medicine – all of which currently spend more 
than 70% of their annual budgets on unplanned admissions.  Their combined spend 
on adults in 2009-10 was just under £1 billion.  With the £621 million mentioned 
earlier, the combined budgets of £1.6 billion amount to 46% of the total inpatient 
spend but 64% of expenditure on emergency inpatient admissions. (In time, there is 
also a case for further extending the commissioning budgets to include other 
specialism such as respiratory medicine, renal medicine and cardiology, which also 
currently spend more than 70% of their annual budgets on unplanned admissions). 
 
19. The Scottish Government is currently preparing guidance on this issue.  We 
are extremely concerned that this may set the minimum inpatient budgets to be 
transferred to Partnerships at too low a level to deliver the step change required.  
Without control over a significant proportion of inpatient budgets, the new Health and 
Social Care Partnerships will not be able to commission the changes to the whole 
system of care that are necessary to achieve the vision for integration; by itself “joint 
strategic planning”, without responsible power over budgets, will prove to be 
insufficient.  
 
20. This is now the most important financial issue concerning health and social 
care integration.  Our comments on the implementation costs and savings in the 
Financial Memorandum are in the next section. 
 
Do you consider that the estimated costs and savings set out in the FM and 
projected over 15 years for each service are reasonable and accurate?  
21. The FM does not project costs and savings over 15 years for each service. 
The timescale for the Scottish Government costs in Part One is the five years 
2012/13 to 2016/17; for recurrent costs to health boards and local authorities in Part 
Two, the timescale is 2014/15, then recurring costs from 2015/16.  The earlier 
“Background” section of the FM mentions demographic cost pressures to 2030 
arising from the ageing of the population, which paragraph 34 implies are much 
larger than “potential efficiencies” arising from health and social care integration.  We 
comment first on demographic cost pressures and the potential savings from 
integration described in the “Background” section of the FM. 
 
Demographic cost pressures and savings 
 
22. Paragraph 34 states: 
 

The Bill will enable Health Boards and local authorities to plan and deliver 
holistic integrated health and social care services and to improve efficiency in 
allocation and utilisation of their joint resources. In summary, it is estimated 
that the potential efficiencies for partnerships from the combined effect of 
Anticipatory Care Plans, reducing Delayed Discharge and reducing variation, 
to be between £138m and £157m. These potential efficiencies should be 
considered in the context of the scale of the projected increase in expenditure 
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attributable to demographic change, noted in paragraph 17, and will need to 
be reinvested within the partnerships in order to help meet demand.  

 
23. ADSW welcomes this acknowledgement that any savings require to be 
reinvested. The FM refers in paragraph 17 to demographic projections of the 
increasing numbers of older people in Scotland but does not give data on costs.  
That can be found on page 5 of the Final Business and Regulatory Impact 
Assessment published7 by the Scottish Government alongside the Bill: 
 

The challenge for health and social care services is seen in projections for 
demographic change in terms both of the expected growth in the older 
population and in terms of rising costs for health and social care for all ages. 
Over the next 20 years health and social care costs in Scotland are expected 
to rise by a total of £2.5 billion, so that by 2031 total annual costs will exceed 
today’s by £2.5 billion, at today’s prices. 
 

24. The figure of £2.5 billion is consistent with the figures on page 11 of the 
Finance Committee’s recent report on Demographic change and an ageing 
population (February 2013) for the middle estimate (scenario 3) for health and social 
care demand projections.  It is considerably larger than the savings estimates of 
between £138m and £157m contained in the FM. 
 
25. The FM savings estimates are problematic.  The anticipatory care savings of 
£12m per year are modest and are based on grossing up a small pilot project8 in 
Nairn (para 29).  Anticipatory care planning9 is used to support people living with a 
long term condition to plan for an expected change in health or social status. It also 
incorporates health improvement and staying well. Completion of a common 
document called an anticipatory care plan is suggested for both long term conditions 
and in palliative care.  The results of the Nairn pilot were encouraging, but grossing 
up potential savings to Scotland from a study of 96 patients receiving ACP in Nairn is 
bound to involve a wide margin of error. 
 
26. Delayed discharge:  Chart 1 at paragraph 25 of the FM shows a dramatic fall 
in the number of people in hospital whose discharge is delayed from over 3,000 in 
early 2002 to under 500 in April 2008, since when numbers have fluctuated. The FM 
acknowledges that “progress has been more difficult in recent years” but does not 
explain why.  The Final BRIA identifies “Savings from reduced cost shunting e.g. 
reduced delayed discharges” as one of the benefits of integration (also mentioned at 
para 159 of the Policy Memorandum).  Certainly for some individuals with high cost 
care needs there have difficulties in securing the joint NHS and council funding to 
support timely discharge from hospital; however, such “cost shunting” cases are not 
sufficiently numerous to explain the difficulty in making further progress to reduce 

                                                      
7 Final Business and Regulatory Impact Assessment (May 2013

)
, available at:

 
http://www.scotland.gov.uk/Publications/2013/05/3959 
8
 Anticipatory care planning and integration: a primary care pilot study aimed at reduced unplanned 

hospitalisation.  Available at: http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3268490/pdf/bjgp62-
e113.pdf 
9
 Adapted from Anticipatory Care  - Frequently Asked Questions, available at: 

http://www.knowledge.scot.nhs.uk/media/CLT/ResourceUploads/12575/Anticipatory%20Care%20Pla
nning%20-%20Frequently%20Asked%20Questions.pdf 
 

http://www.scotland.gov.uk/Publications/2013/05/3959
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3268490/pdf/bjgp62-e113.pdf
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3268490/pdf/bjgp62-e113.pdf
http://www.knowledge.scot.nhs.uk/media/CLT/ResourceUploads/12575/Anticipatory%20Care%20Planning%20-%20Frequently%20Asked%20Questions.pdf
http://www.knowledge.scot.nhs.uk/media/CLT/ResourceUploads/12575/Anticipatory%20Care%20Planning%20-%20Frequently%20Asked%20Questions.pdf
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delayed discharges.  Data from Edinburgh, for example, suggests other causes: a 
5.4% increase in home care hours in 2012-13, compared to the previous year, still 
left delayed discharge numbers at much the same levels. As more people are 
discharged, their beds are filled with new admissions who in turn become delayed.  
 
27. The FM states that delayed discharge can be reduced by “by reallocating 
expenditure from hospital to community based health and social care to facilitate 
timely departure from hospital and provide alternatives to admission to hospital”.  If 
no-one waited for more than 14 days £22m per year could be saved, increasing to 
£41m if no-one waited for more than 72 hours (paragraph 27).  These calculations 
are based on the cost differences between inpatient beds and a weighted average of 
residential and home-based care.  However, unless longer term investment capable 
of reducing future admission to hospital is increased, these savings are unlikely to be 
realised.  The goal must be to ensure that GPs can get direct access to services or 
resources to care for someone at home as easily as it is currently to admit someone 
to a hospital or care home. In turn this requires that all GPs know about the services 
and resources available in Partnerships, and know that using them will deliver better 
outcomes for their patients. 
 
28. The £104m savings modelled in the FM from “reducing variation” in health 
spend per weighted population down to the average are even less convincing.  The 
statement that “For healthcare, the variation cannot be explained by differences in 
need across partnership populations or in input costs and may be due to 
inefficiencies” (para 30) assumes that populations weighted by the “NRAC” resource 
allocation variables adequately reflect all spending needs – a bold claim for any 
resource allocation formula, however good.  Moreover annual health board budget 
allocations still reflect the phased changes from the previous “Arbuthnot” allocation 
formula to the current National Resources Allocation Committee (NRAC) formulae.  
So variation in NRAC standardised spend per head could reflect imperfections in the 
measures of need, transitional allocations, or externalities such as council spend 
(acknowledged in para 30), levels of unpaid care, inputs by of the third sector, etc  
 
Implementation costs 
 
29. The first point to note is that the Scottish Government is committed (in 
paragraph 68) to funding one-off implementation costs of around £16.3 million (table 
1 on page 28) in “Part One” of the FM, but makes no similar commitment in relation 
to the “recurrent cost implications to health boards and local authorities set out in 
“Part Two”.  ADSW discussions with civil servants indicate that these will not be 
funded.  Part Two also contains some potentially high, if uncertain, costs from VAT 
exposure and potential staff pay and conditions harmonisation.  Finally, throughout 
the FM there is a sense in which NHS costs are better understood and supported 
than local authority costs. 
 
30. In Part One, the largest non-recurring transitional cost is for “Transition 
Team” costs intended to cover “leading and overseeing the transition arrangements” 
in each partnership. These are modelled for the 31 partnerships (Highland is already 
funded), using Highland’s costs adjusted for services out of scope, and potential 
savings from “opportunity costs” (ie part-use of existing posts) and potential 
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“economies of scale” (in Health Boards covering more than one partnership).   Three 
scenarios are modelled (para 45): 
 

 “Prudent likely case: all 31 partnerships adopt the body corporate model with 
economies of scale – £9.8m over the two years 2014/16 (this is the figure shown in 
the FM tables); 

 “Lowest cost case”: as above but able also to realise “opportunity cost” 
savings– £6.4m over the two years 2014/16; 

 “Highest cost case: all 31 partnerships adopt the delegation between 
partners model but with no economies of scale or opportunity costs – £22.6m over 
the two years 2014/16. 
 
31. In reality the scope for opportunity cost savings will vary between individual 
councils and health boards.  Councils for example are busy with implementation 
planning for Self Directed Support, as well as developing prevention strategies and 
service redesign to balance budgets: funding to release senior management staff 
time to plan for integration is both needed and welcome.  The “prudent case” 
estimates included in the FM appear to be around the right size, but would need to 
be increased if, as seems likely, 2-3 partnerships adopted the delegation between 
partners model which has higher implementation costs.  Further work is also 
required on the fairest distribution approach for these funds. 
 
32. The remaining non-recurring Scottish Government investment (in FM Table 3) 
is either targeted to Health Boards (eg CHP leadership redundancy/redeployment 
costs) or retained to fund central government support or third sector initiatives.  
While we understand that CHP leadership posts (25.6 WTE) will be deleted by the 
Bill, other management posts, including those in some local authorities, are also at 
risk of deletion as partnerships develop integrated management structures (even if 
employment contracts for joint posts remain for a time with one or other of the parent 
bodies).  Therefore we think that the potential redundancy and redeployment costs 
will be significantly larger than those contained in the FM. 
 
33. The FM rightly notes the need to improve management information and to 
develop IRF jointly linked patient/client activity and cost datasets. However, all costs 
are seen as ISD’s, with partnerships accessing data remotely.  This under-states the 
need for greater analytical and intelligence capacity within partnerships, and also 
the need to invest in IT improvements locally. 
 
34. Part Two of the Financial Memorandum concerns the recurrent cost 
implications to Health Boards and Local Authorities from provisions in Part 1 of the 
Bill.  The amounts depend on which integration model is chosen, and have been 
modelled, it would appear, as two scenarios: all 31 partnerships (excluding Highland) 
adopt the body corporate model or all adopt the delegation between partners (lead 
agency) model – for ease of reference these are shown together in the table below: 
 
 
 
 
 
 



10 

 

Recurring costs to health boards and councils (future years as for 2015/16 

Ref 
(amen
ded) 

Item 

Body corporate 
model 

Lead agency model 

2014/15 2015/16 
Recurrin
g 

2014/15 2015/16 
Recurrin
g 

£M £M £M £M 

Para 
68 

Appointment of chief officer 0.9 0.9   

Para 
85 

Financial recording and 
reporting 

0.15 0.15   

Para 
87 

Financial costs teams 0.8 0.8 0.8 0.8 

Para 
89 

Clinicians‘ involvement in 
locality planning 

3 3 3 3 

Para 
94 

Health and social care 
dataset and information 
system 

0 0.25 0 0.25 

Para 
95 

Economist and analytical 
support for health and social 
care activity information 

0.5 0.5 0.5 0.5 

 Total 5.35 5.6 4.3 4.55 

Source: Finance Memorandum Tables 5 and 4. 
 
35. The Chief Officer costs are based on 30WTEs for Scotland – presumably the 
assumption here is that one other partnership will follow Highland in opting for a lead 
agency model – and are net of deleted CHP General Manager costs.  The £150k for 
financial recording and reporting is for additional internal audit work under the 
body corporate model. The £800k for financial costs teams is for additional NHS 
finance staff to deal with the additional complexity of financial management following 
the inclusion of some hospital services within integrated budgets. There are no 
additional sums for increased complexity of local authority reporting. Clinical 
involvement in locality planning has been costed on “best practice” but appears to 
consider only NHS clinicians, not social work professionals.  The linked dataset and 
analysis costs (together £750k) support both strategic planning and commissioning 
and performance management. 
 
36. As already mentioned, the FM does not state that the Scottish Government 
funding would be provided to cover these recurrent cost implications for Health 
Boards and Local Authorities, and we understand that these costs will not be 
funded.  While the sums are small, both health boards and local authorities are 
under severe fiscal pressure and it is reasonable to expect the Scottish Government 
to fund these additional costs of legislation to assist effective implementation. 
 
37. The table above does not include risks of £32m per year associated with the 
possible change in VAT recovery status for integrated services which depends on 
whether HMRC considers body corporate partnerships as service providers, rather 
than the parent Health Boards and Councils (see para 73-79).  The table also does 
not include potential savings from asset rationalisation between Health Boards and 
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Councils (paras 90-92).  Costs associated with harmonisation of staff terms and 
conditions are also not included in the table and are seen in the Financial 
Memorandum as only applying to partnerships that adopt the delegation between 
partners (lead agency) model.  But if all partnerships adopted that model then staff 
harmonisation costs are estimated nationally at £27m per year (paragraph 121).  
ADSW believes that the FM understates the impacts on staff conditions of service, 
including pension arrangements, of the inevitable mergers of NHS and council social 
care operational and management teams in the future under both models. 
 
38. The FM regards the extension of the Clinical Negligence and Other Risks 
Indemnity Scheme (CNORIS) to social care in Part 2 of the Bill to be “cost neutral” 
(para 82), presumably because CNORIS is based on pooled self-insurance.  ADSW 
would require a better understanding of the risk and cost implications for local 
authorities of using CNORIS before it could comment on whether this is cost-
effective compared to other approaches to risk management.  
 
If relevant, are you content that your organisation can meet the financial costs 
associated with the Bill which your organisation will incur? If not, how do you 
think these costs should be met?  
39. Local authorities, and health boards, are under severe fiscal constraint yet 
face rising demand.  The Scottish Government is funding one-off costs, but not 
recurring costs.  The recurring costs identified in the FM are modest (although some 
of them appear to be under-estimates) but the big unknowns are the risk of £32m per 
year if VAT recovery status changes, and up to £27m per year if harmonisation of 
staff terms and conditions proves necessary as integration progresses.  There is also 
a risk to social care charging income (discussed further under Question 9 below). 
 
40. Local authorities and health boards are funded mainly or wholly by the 
Scottish Government, who, as a matter of principle, should adequately fund 
legislative changes.  
 
Does the FM accurately reflect the margins of uncertainty associated with the 
estimates and the timescales over which such costs would be expected to 
arise?  
41. Margins of uncertainty are acknowledged in the FM.  The authors have 
clearly made as much use as possible of Highland’s implementation costs, adjusting 
them for potential differences between the delegation between partners and the body 
corporate models, and attempting to show the impacts of varying assumptions about 
opportunities costs and economies of scale.   
 
42. The timescales adequately reflect the Scottish Government’s expectation 
about the progress of the Bill through Parliament and the likely implementation date.  
On that basis implementation costs are expected to be higher in 2014/15 and then 
taper off over the following two years.  This seems reasonable. 
 
43. However, much of the detail about integration is not set out in the Bill but is 
dependent on Ministerial regulations and guidance that have not yet been issued for 
consultation (at the time of writing).  It is understood that these will set out de 
minimus expectations on such matters as the services and budgets that shall be in 
scope.  Partnerships are likely to vary in the extent to which they move forward 
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beyond the bare minima, and in the timescales involved, and in turn this will affect 
the phasing of their requirement for implementation funding.  The FM does not 
describe how funding will be released to partnerships, and whether it can be carried 
forward if local phasing does not fit that assumed in the FM tables. 
 
44. It would be useful if further work could be done jointly on the implementation 
cost estimates, perhaps overseen by the Integrated Resources Advisory Group, in 
the run up to the actual spending decisions for 2014/15. 
 
Wider Issues  
Do you believe that the FM reasonably captures costs associated with the Bill? 
If not, which other costs might be incurred and by whom?  
45. Our responses to earlier questions cover this point, with the exception of an 
issue raised in the FM Annex, which covers wider Scottish Government investment 
relevant to the Bill.  Here the largest item is for the Change Fund for Reshaping 
Care for Older People, described in para 130 as “bridging finance”.  These funds 
total £300m over the four years 2011/12 to 2014/15 (£70m/£80m/£80m/£70m) and in 
addition are being topped up by local authorities.  The Fund is currently set to end on 
31 March 2015. 
 
46. The Change Fund has been an essential and very welcome development. 
However the fundamental problem of temporary funding was identified in ADSW’s 
submission to the Committee’s recent inquiry into the fiscal implications of 
demographic change, and was quoted at paragraph 103 in the published final 
report10: 
 

New services funded by the Change Fund for Older People are financially 
sustainable only if they support a shift in resources from acute, emergency 
inpatient bed use to community- and home-based health and social care, thus 
allowing some hospital resources to close. Such changes are likely to be 
contentious. It is essential that closures are not perceived as service cuts, and 
this will require strong leadership and high profile public debate. During the 
period of transition, the need for double running costs for hospital needs 
and increased community and home based services is likely to be larger than 
the total Change Funds made available. 

 
47. The Change Fund should not end in 2015 but is needed to continue to provide 
bridging finance to enable in-patient bed reductions to be achieved in order to 
release monies to support the expansion of preventative initiatives and more 
community-based services capable of reducing future needs for acute hospital in-
patient care.  The level of Change Funding will need to be increased to allow 
innovation to be further developed for adults aged 18-64 with complex care needs. 
 
 
 

                                                      
10 Finance Committee 2nd Report, 2013 (Session 4): Demographic change and an ageing population,  
available at: http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fiR13-02_rev.pdf 

http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fiR13-02_rev.pdf
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Do you believe that there may be future costs associated with the Bill, for 
example through subordinate legislation? If so, is it possible to quantify these 
costs? 
48. At the time of writing it is not clear whether or not there will be other future 
costs associated with the health and social care integration policy, apart from those 
identified earlier (particularly the VAT and pay harmonisation issues).  However, 
there will be issues around charging for social care as integration progresses, and 
more joint teams and posts are established and in future it will be less and less clear 
what is “health” and what is “social care”: indeed, the policy intention is for care to be 
seamless.   Not only will social care charges become more difficult to understand for 
service users, apart perhaps from charges for residential care, they will become 
more difficult for partnerships to levy for integrated services.  As the FM notes (pars 
12), income from charging for local authority charging for adult social care was £43m 
in 2010-11, a significant sum for partnerships. 
 
49. Future costs that might arise from the subordinate legislation associated with 
the current Bill will need to be assessed when the draft regulations and guidance are 
available for comment (if not consultation). 
 
50. Finally, depending on how the Scottish Government deals with the issue of 
acute inpatient budgets, discussed earlier, health and social care integration, 
together with the wide range of prevention work-streams and more concerted action 
on health inequalities, could do much to reduce the financial impact of increasing 
numbers of older people and people of all ages with disabilities and long term 
conditions.  However, these policies are most unlikely to reduce the fiscal impacts of 
demography to zero.  If GDP growth rates returned to their 30-year pre-austerity 
average, then the full cost of additional services required by 2030 would be 
affordable, provided there was appropriate political leadership and sufficient societal 
support for increased spending on care.  If the long boom is past, then tougher 
choices are inevitable.  Either way, ADSW believes that a wider review of future 
options for the resourcing of health and care is required in Scotland, similar in 
scope (but not necessarily in outcome) to reviews undertaken in England by Derek 
Wanless, Andrew Dilnot and others. 
 


