








Introduction

We launched our first Road to Recovery report in July 2016,
based on our experiences of supporting NHS organisations in
financial turnaround. Reviewing our thoughts from last year,
many of the recommendations still apply, with a common
sense approach to carefully managing the finances in a
constantly changing NHS. We bring these updated
observations and other key findings from the past year into
this 2017 edition of the ‘Road to Recovery'’.

What’s new in this edition?

* Focus on cash and working capital with case study from a
large London teaching trust.

e Reflections from within the NHS of financial improvement
programmes.

e Stakeholder management top tips and turnaround
Director’s view.

e The six foundations for successful recovery.

The NHS is internationally recognised and managing the
balance of quality, finance and performance is essential and
are all evidently interlinked. Whilst this report focuses on the
financial recovery of an organisation, many of the principles
relate to recovery of all three of these areas against which the
NHS is measured. This was made clear at Morecambe Bay
NHS Trust where they were simultaneously recognised for
significant quality and financial turnaround with the 2017
HSJ Value in Healthcare award for ‘Improving Value Through
Innovative Financial Management or Procurement’.

The road to recovery

During the past 12 months, we have worked with two
specific NHS Trusts to exit financial special measures. We
have also worked with others who have been able to
successfully adopt the principles in this publication early
enough to prevent going into FSM.

Since our 2016 publication, there has also been an
increased need for NHS organisations to borrow cash and,
as a consequence, increased focus from the regulators on
how boards are ensuring robust cash forecasting and
working capital governance. Our case study on page 12
highlights how this can be approached.

The feedback we’ve received from clients is that there is an
increasing requirement to manage the numerous
stakeholders in the system, especially during a period of
recovery. So in this edition we’ve added a new section at
page 15 specifically on this.

We conclude the document with a summary on our view of
what the ‘six foundations for a successful recovery’ are.
These steps start from understanding the size of the
problem, through clarity of leadership and communication
to good governance to ensure success. We all know fully
committing and implementing these steps is not as easy as
it seems.

This report should be a helpful aid for anyone seeking to
address or avoid a financial challenge. With the average
deficit per NHS provider and CCG growing, it should
resonate with leaders and front line staff alike. Our
recommendations are intuitive enough for any NHS
organisation to put in place. We hope you find it useful and
welcome your feedback.















Spotting and
addressing
leadership gaps

Whether a leader is new to the
organisation or facing up to a new
challenge, the first thing they should
look at is leadership capability and
capacity. Their diagnosis doesn’t need
to be based on complex analysis. But
objectivity is important, and often a
fresh pair of eyes will help bring missed
or hidden challenges to the surface.

Important questions to consider:

Do leaders feel qualified to do what
they are being asked to do?

Do they fully understand what’s
expected of them?

Do they have enough time alongside
existing roles to focus on cost
reduction efforts?

Do they have the teams around them
with the right capability and capacity
to deliver what is expected of them?

It’s crucial to then communicate these
findings and put together an action plan
on the back of them. Leaders can (as

often seen) do this appraisal at any time.

If they are tackling a significant
financial challenge, this is even more
important.

Making the most
of NEDs in change
programmes

In our experience, organisations often
don’t understand the role of NEDs well
enough, or the benefit they can have in
periods of difficulty. They ty pically bring
a diverse set of skills and experience and
peer review ability, which organisations
don’t always make the most of.

We have, however, seen some excellent
examples of NEDs supporting financial
improvement programmes and, in our
view, it’s important to use the skills of
the NEDs in change programmes. In
recovery programmes, NEDs can give
leaders extra support and help challenge
their thinking, which makes the
programme more likely to succeed.

To make the most of their NEDs, the
following things might be considered:

* Regular capacity planning for NED
time. This will make sure they are
sharing their responsibilities
appropriately and that they have
enough time to get involved in
improving finances.

* Nominating a NED to each large cost
improvement scheme to oversee,
support and challenge exec leads.

e Having a NED at weekly change or
programme boards to provide
scrutiny to programme progress.

The NED development programme

PwC run a targeted NED programme to develop skills and knowledge. Some of the thoughts from NEDs that attended these

events have been provided below.

Getting a consistent
message around

financial recovery

Clear leadership is critical at times of
change. Leaders must agree on what
they want to achieve, and what they

do and say. If they don't, it’s almost
impossible for the wider organisation

to get the message, especially when cost
reduction is the main aim of change.

We have seen some great examples of
strong, honest messaging from NHS
leadership teams. The following
represent lessons learnt:

e Take time out as a team (including
senior and non-executives, clinical,
operational and financial leaders) to
agree a clear set of intentions around
financial improvement, what the
organisation needs to do, and who’s
going to do it.

Agree a set of priorities and
objectives that strike the correct
balance between importance and
urgency.

* Meet regularly, both formally
(programme boards, governance
committees, etc.) and informally
(CEO forums, exec teams, board
away days, etc.), to overcome
challenges as they come up and build
trust.

¢ Evaluate success regularly and act on
the findings so they can change their
approach if they need to.

Find out more about these NHS NED exclusive events at http://bit.ly/healthneds or healthneds@uk.pwc.com

Very valuable for a relatively new NED
to gain insights into system wide issues

and compare insights and experiences

with other NEDs.”

NED, Surrey

Excellent programme — really helpful in
changing mind-sets.”

NED, Devon
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Strengthening your support
functions

Support functions can be engine rooms of change. But in
NHS providers and CCGs, finance, IT and HR teams suffer
from high staff turnover, with vacancies often left unfilled.
This makes it difficult for these teams to support the change
programme alongside their day-to-day responsibilities.

It’s important to assess each of these functions to spot gaps
and strengthen teams. We've seen excellent examples of
support functions being turned around in this way. Therefore,
evaluating performance regularly and, more importantly,
acting on findings can be very beneficial in directing the

change in approach that is needed.
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As a CEO you are only as good as your senior team
and therefore understanding the environment you are
working within, which ultimately determines your team
leadership requirements, is essential. Taking time to
understand the team you are inheriting and the team
dynamics is critical to identify any gaps in capacity and
skill sets. It is being clear with the team your objectives,
vision and expectations as often individuals self-select
whether they wish to contribute to be part of your
leadership team going forward. However, it is important
to support staff during this decision making process. In
attracting senior leaders to the organisation, you have to
create a competing, inspirational and exciting vision to
attract the leadership you want, in order to create the
culture that facilitates success.

In order to address the future sustainability of the trust, a
“burning platform” created an opportunity for a new
vision for the future (an Integrated Care Model) which
could be endorsed by local stakeholders and the trusts and
then Monitor. Strong system leadership during this phase
was essential as there was considerable uncertainty, and
from a historical perspective a lack of trust between the
organisation and the health economy. Demonstrating a
united approach and keeping to the principles of
collaboration ensured the work came to a positive
conclusion which all stakeholders could endorse. System
leadership is much more difficult than being a system
leader within your own organisation.”

Karen James, Chief Executive,
Tameside Hospital NHS Foundation Trust
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In my experience, it is vital
for finance to work closely with
operational teams to develop a
detailed understanding of the
financial challenges facing the
organisation. With growing
pressures on service budgets,
establishing a clear narrative on
the size of the financial challenge
and establishing the main causes
whether structural, operational,
quality-driven or related to
inefficiency, is of the utmost
importance.”

Jane Payling,

Chief Financial Officer,
Ipswich and East Suffolk
and West Suffolk CCGs
(formerly Head of Health &
Integration, CIPFA)










Understanding the causes of your deficit

How to understand the causes of your deficit in four steps:

Agree on the size of the (forecast) deficit and make sure everyone understands the
forecast challenges.

Ste 2 Develop an initial view on the likely causes of your deficit
p Assess all the causes (quantitative and qualitative) of the deficit, engaging a wide
cross-section of staff to make sure you're taking everyone’s views into account.

St ep 3 Assess the value of each cause

Do a detailed assessment to work out the financial value of each of the causes.
Application for authorisation.

St Decide who’s responsible for addressing each cause
ep 4 Decide whether the solution is within or outside of the trust‘s immediate control. Build
the findings from this review into organisational and system-wide recovery plans.

My learnings from our ambitious and challenging programme to drive financial
improvement, in a safe and sustainable way, started with understanding the size of the problem. We
then applied short- and long-terms plans to address it. Don’t be afraid to apply learning and best
practice from elsewhere in the NHS and internationally on areas for further efficiency mprovements
to achieve a step change in CIP delivery.

We had to invest in establishing the programme structure for three years to really deliver. The first

year included implementing ways to tighten our belts with good cost controls. We also focused on
OD to help reset our relationship with money so everyone in the organisation is more cost- conscious,
as you would be at home with your own money.”

Jackie Daniel, Chief Executive,
University Hospitals of Morecambe Bay NHS Foundation Trust

The road to recovery 8



The diagram below shows potential areas of expenditure that
might contribute to deficits
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Creating a targeted financial recovery plan
Understanding the causes of your deficit means you can In our experience, targeted financial recovery plans are far
create a targeted recovery plan both within your more likely to succeed if they are aimed at reducing the
organisation and across the wider health system. Whilst individual elements of a deficit rather than the whole thing.

underlying causes of financial challenge will vary by
organisation, above we’ve shown how a number of possible
causes. They are divided up, between those that are within
the control of the trust and those that either sit outside their
control or are controlled by other stakeholders.
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In our experience, the best recovery
plans have:

A logical structure. The structure
will vary depending on the issues the
organisation is facing, and the
audience for the plan. But generally
speaking, a short, easy-to-read plan
with a logical structure will have the
most impact and credibility.

System-wide engagement. The most
successful recovery plans we see
combine the efforts required of the
organisation alongside those agreed
of wider system players. With STP
this will hopefully become common
place, a welcome addition.

Radical thinking on longer-term
redesign. Unlike any other time in
the history of the NHS, there’s an
appetite for radical long-term
solutions. Whether that’s through
vanguard, STPs or just good,
constructive, system-wide working,
organisations need to challenge their
own thinking. The best financial
recovery plans we see combine a
focus on short term turnaround with
longer term sustainable recovery.

Document summary, 2-3 pages
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Articulation of the underlying causes of the financial
challenge
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An honest view of governance and leadership’s
capability and capacity around recovery
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Financial impact of years 1-2 schemes
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Longer-term likely system-wide plan
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Risks and mitigations
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