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FINANCE COMMITTEE CALL FOR EVIDENCE 
 

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

 
SUBMISSION FROM NHS NATIONAL SERVICES SCOTLAND 

 

 
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? 
1. Yes. We responded to the consultation on the Integration of Adult Health and 
Social Care.  We did not specifically comment on the financial assumptions, but we 
did comment that a cost impact assessment should be carried out for staff transfers. 
 
Do you believe your comments on the financial assumptions have been 
accurately reflected in the FM? 
2. Yes. The likely costs and risks form part of the FM. 
 
Did you have sufficient time to contribute to the consultation exercise? 
3. Yes 
 
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? 
4. We believe that the Bill has implications for our organisation’s revenue and for 
our costs, in both Part 1 and Part 2. 
 
5. We would also like to clearly state that whilst we identify a number of risks in 
our response, and in particular in response to this question 4, we are involved in 
ongoing national work to manage these risks. 
 
Part 1 
6. It seems likely that in at least some parts of Scotland, Part 1 will lead to new 
public sector entities being created – the ‘body corporate’ model. It is not clear if 
these new entities will be procuring services in the medium or longer term. 
 
7. In the remainder of the country, public sector bodies would opt for the ‘lead 
agency’ model, which also potentially changes the entity which is currently procuring 
services from NSS. 
 
8. The implications of Part 1 on NSS future revenue are therefore two-fold: 
 

 Health Boards are currently required to buy some services from NSS; Local 
Authorities do not operate with the same requirements – e.g. use of NHS 
Central Legal Office, National Distribution Centre. If the procuring entity 
changes, then our revenue may fall and we would need to try to manage our 
costs down accordingly, which may be difficult if some costs are fixed in the 
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short to medium term (e.g. staff costs or property costs); conversely there 
may be an intended or unintended consequence on any entity requiring it to 
buy NSS services when it does not currently do so, with implications for their 
current staff and/or third party contracts  

 

 In addition, Health Boards currently source optional goods and services from 
NSS within the EU procurement regulations but without the need for a formal 
procurement process as it is seen as spending money that is already wholly 
within the health service budget. We operate a strategic sourcing team which 
procures over £1bn p.a. of goods and services for NHS Scotland and we are 
not clear how much of that spend they would continue to need to develop and 
service. Under either the ‘lead agency’ or the ‘body corporate’ model, it has 
not been made clear to us who the future procuring entity might be and hence 
how compliance with procurement regulations would operate and be ensured. 
We are of the view that there is a strong risk that without careful planning and 
clear guidance up front, these changes may be disruptive and expensive for 
all concerned. 
 

9. Costs: 

 We buy over £150m p.a. services from NHS Boards for NHS Scotland 
patients for nationally commissioned specialist services without having to go 
through formal procurements – the opposite of the income point above in 
terms of procurement regulations. If any of those services in future are 
provided by Local Authorities or by new bodies corporate, will the same 
situation persist?  If NSS has to go through procurement processes, that will 
require additional resource. Also, if a contract is then awarded to a non-NHS 
Scotland provider for a service currently provided to patients by NHS Scotland 
(or to a non-Local Authority provider for a service currently provided by a 
Local Authority), there may be implications for the sustainability of other care 
currently provided by those same NHS or Local Authority staff and/or facilities. 

 
10. Part 2  
NSS recognises and appreciates the time and dedication shown by Scottish 
Government and its officials, and many others to enact the Public Services Reform 
Order (“PSRO”) with effect from 29th June 2013. This allows NSS to offer its services 
to customers other than health bodies and very clearly lays out our role in the way 
we would like to see it reflected in the final Bill. 
 
We are actively pursuing these new opportunities currently and initial discussions 
with Scottish Government and a number of public sector bodies suggest that there is 
a genuine demand for our services to create public value.  
 
If the Bill were to restrict in some way what has already been put into law through the 
PSRO, not only would that, in our view, reduce benefits to the Scottish public sector 
together with our associated future income, it could also leave NSS looking to further 
reduce capacity and that might be hard to achieve in the short to medium term. 
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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? 
11. We have had the benefit of reviewing the Financial Memorandum but have 
not been part of the team developing the extensive and detailed work which sits 
behind it.  Our reading of the FM alone suggests several areas where we would seek 
further assurances as to how the models have been constructed and these are set 
out in Appendix A 
 
12. One overall observation would be around risk and reward.  The bill projects 
costs of c£34m in years 1-5 and an ongoing c£7m p.a. new cost to the public sector. 
The range of savings compared to those costs is c£138m-£157m p.a. and would 
seem to be a good return on that investment.  However, paragraphs 9-11 of the FM 
state the total spend by Health Boards and local authorities on adult social care to be 
over £11bn p.a. The savings therefore represent only c1% of annual spend. This 
would appear to be a modest target for a programme which will absorb considerable 
public sector resource over a number of years. One alternative or activity which 
could sit alongside the Bill would be to dedicate more resource to prescribing and 
aim to reduce by c10% only the NHS Scotland prescribing budget and generate 
similar savings. Other choices or complementary activity might be to look at property 
costs or workforce costs. 
 
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? 
13. Yes, subject to clarification on the risks mentioned above. We believe that the 
Bill will not create significant incremental costs for our organization and are therefore 
content that any costs could be met. However, we are mindful that the creation of 
additional public sector entities could create a different and more complex landscape 
for us to work with effectively and may therefore cause incremental costs to NSS. 
 
14. We note that section 99 does not envisage increases in budgets and 
specifically indicates no increase to that of the Common Services Agency (the legal 
name for NSS).  In a landscape of significant public sector reform, there may be a 
requirement for NSS to provide further shared services that may increase NSS’ 
budget whilst offsetting public sector costs in excess of this.  NSS, over the last five 
years, has made CRES of £37m and will continue to do everything possible to 
increase its productivity and efficiency. 
 
15. The core reason for NSS extending our services beyond the NHS has been to 
deploy in support of integrated Health and Social Care, making our shared services 
available where desired.  As utilization of our services is completely optional, we only 
expect growth if it is in the interests of the Public Bodies using our services, i.e. it 
offsets other larger costs whilst improving quality. 
 
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? 
16. Yes, apart from two concerns: 
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 Paragraphs 64 and 65 of the Explanatory notes set out a requirement for three-
year strategic plans. We believe that to energise effective public sector reform 
on this scale will require vision and dedication to address large elements of how 
health and social care are delivered - workforce, property, prescribing, IT etc. 
Many of these staff arrangements, third party contracts, property leases and 
other costs are relatively fixed in the shorter term. We therefore consider that 
change will take much more than three years and so a longer planning horizon 
is essential or at least desirable. 

 Paragraphs 104-111 on joint ventures are unclear as to how this will work 
alongside existing activity – e.g. HubCos – and therefore how the bill provides a 
further savings opportunity 

 
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? 
17. See 5 above. 
 
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? 
18. We have no comment to make. 
 
In addition to the questions below, please add any other comments you may 
have which would assist the Finance Committee’s scrutiny of the FM. 
19. Our additional comments which do not naturally sit under the specific 
consultation questions are: 
 

 Shared services: 
o This could be seen as a missed opportunity to properly establish a 

public-sector shared services entity with appropriate governance 
o We are not clear how this bill is linked to the SG shared services 

agenda – e.g. for support services 

 It is interesting that the invitation has gone out to collective bodies for Local 
Authorities (COSLA, SOLACE), but not to anything equivalent for Health 
Boards (e.g. NHS National Planning Forum) 

 Paragraph 99 of the Explanatory notes states that section 37 allows for 
information sharing. In order to maximize benefits and best enable person-
centred care and access to information about them, what consideration has 
been given to requiring information sharing rather than only allowing it? 
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APPENDIX A 
 
When reviewing the FM, we noted areas where further assurance would be helpful to 
clarify if benefits and cost have been over-stated or under-stated.  Specifically: 
 

 Savings opportunity: It would appear that some savings may not have been 
included: 

o Paragraph 91 refers to the opportunities from revenue property cost 
savings but no estimate appears to have been made 

o Paragraph 86 refers to the potential benefits from rationalization of 
support services, but no estimates appear to have been made and no 
timescales or ambition set 

 

 Savings risk: Some savings may have been overstated: 
o Paragraphs 24 et seq in the FM deal with delayed discharge. They 

focus on the impact of transferring costs of care. They project savings 
of £22m to £41m p.a. from delayed discharge. These would be 
overstated to the extent that they are not realised as cash savings due, 
for example, to the increased cost of the care which prevents the delay 
in discharge and/or other patients consuming those resources instead 
– e.g. to reduce waiting times 

o In paragraph 30 of the FM, reference is made to the poor data on 
variation, particularly in adult social care. Paragraph 33 then states a 
single figure of £104m p.a. as the saving from reducing variation.  A 
range of savings in this area would appear more appropriate, 
particularly given that total savings (paragraph 34) are only projected to 
be £138m - £157m p.a. and this is the major element of them 

 

 Cost risk: Some costs may not have been included: 
o Paragraph 78 of the FM highlights a VAT risk of £32m p.a. for VAT 

currently recovered by local authorities on adult social care. This does 
not appear to be set out as a cost or a reduction in savings. Equally, 
there could be a VAT opportunity for costs currently incurred by section 
41 bodies which in future are costs borne by section 33 bodies 

 

 Cost opportunity: Some costs may be overstated unless it can be proven that 
they are actually incremental costs to the overall public purse – e.g.: 

o there is a reported (paragraph 89 of the FM) direct cost of £3m p.a. for 
clinicians involvement in locality planning, but does this mean that the 
Scottish public sector would spend £3m p.a. more on clinicians than it 
does now?  Or is some of the cost in fact because the public body 
paying clinicians changes but the overall public sector cost does not 
change? 

o The transition team costs of £9.8m (FM paragraph 37). If any of these 
are existing public sector staff, the incremental cost to the public purse 
will be lower 

o Scrutiny cost in paragraph 123 of £670k p.a. Again, are there other 
savings to offset (e.g. internal audit)?  Why would more integration and 
fewer ‘moving parts’ lead to higher scrutiny costs for the system 
overall? 


