JOINT SCRUTINY CO-ORDINATING
COMMITTEE AND ADULT AND

<

——
COMMUNITY SERVICES AND ~N
HEALTH SCRUTINY FORUM HARTLEPOOL

AGENDA

Friday 29 Septem ber 2006
at 2.00 pm .
In The Council Chamber

MEMBERS: SCRUTINY CO-ORDINATING COMMTTEEAND ADULT AND
COMMUNITY SERVICES AND HEALTH SCRUTINY FORUM:

Councillors SAlison, Barker, Bekcher, Brash, Clouth, R W Cook, Fleet, Gibbon, Griffin,
Hall, James, Laffey, Lauderdale, Lilley, A Marshall, J Marshall, Preece,
Rayner, Shaw, Wallace, Wistow , Wright, Worthy and Young

Resident Representatives:

Mary Green, Evelyn Leck and Linda Shields

1. APOLOGIES FOR ABSENCE

2. TO RECEIVE ANY DECLARATIONS OFINTEREST BY MEMBERS

3. RESPONSES FROM THE COUNCIL, THE EXECUTIVE OR COMMITTEES OF THE
COUNCIL TO REPORTS OF THE SCRUTINY CO-ORDINATING COMMITTEE
No items.

4. CONSIDERATION OF REQUEST FOR SCRUTINY REVIEWS FROM COUNCIL,
EXECUTIVE MEMBERS, NON EXECUTIVE MEMBERS AND SERVICE

DEPARTMENTS
No items

5. FORWARD PLAN
No items
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6. CONSIDERATION OFPROGRESS REPORTS / BUDGET ANDPOLICY FRAMEWORK
DOCUMENTS
No items.

7. CONSIDERATION OFFINANCIAL MONTORING/CORPORATE REPORTS
No items

8. ITEMS FOR DISCUSSION
8.1 Draft Response to Hartlepool PCT — Consultation on Proposed Management
Arrangements— Scrutiny Support Officer (to follow)

8.2 Hartlepool PCT — Consultation on Proposed Management Arrangements —
Scrutiny Support Officer

9. CALL-INREQUESTS

10. ANY OTHER ITEMS WHICH THE CHAIRMAN CONSIDERS ARE URGENT
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Joint Scrutiny Co-ordinating and Adult and Community Services and Health
Scrutiny Forum— 29" September 2006

JOINT SCRUTINY CO-ORDINATING
COMMITTEE AND ADULT AND COMMUNITY
SERVICES AND HEALTH SCRUTINY FORUM

REPORT
29 September 2006

HARTLEPOOL
BOROUGH COUNCIL

Report of: Adult and Community Services and Health Scrutiny
Forum
Subject: Draft Response - Hartlepool PCT: Consultation on

Proposed Management Arrangements.
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PURPOSE OF REPORT

To present the Adult and Community Services and Health Scrutiny Forum
response to Hartlepool PCT's consultation in relation to its proposed
management structure.

BACKGROUND INFORMATION

Hartlepool PCT was recently confirmed as a statutory body following the
Department of Health exercise, “Commissioning a PatientLed NHS”. In
determining its future management arrangements Hartlepool PCT consulted
key stakeholders including this Overview and Scrutiny Committee to seek views
in relation to its proposed management structure.

The Adult and Community Services and Health Scrutiny Forum met on
September 19 2006 to consider the proposals. This meeting followed the
Forum’s previous submission to the Strategic Health Authority (SHA) in March
2006, recommending the continuance of ‘true’ (i.e. one to one) coterminosity
between the PCT and the Borough Council which is also a view unanimously
supported by the Borough Council at its meeting on 16 February 2006.

INTRODUCTION —SETTING THE SCENE

On 28 July 2005, Sir Nigel Crisp, Chief Executive of the NHS, issued a policy
document — “Commissioning a Patient-Led NHS” in which he set out his views
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on the next steps in creating a Patient Led NHS. The document builds upon
the “NHS Improvement Plan” and “Creating a PatientLed NHS”. It was
described as seeking to create a step change in the way services are
commissioned by frontline staff to reflect patient choices. The document
outlined a programme of reform to improve health services. It included
proposed changes to the roles and functions of Primary Care Trusts (PCTs)
and Strategic Health Authorities (SHAs), which would have implications for the
configuration of these organisations.

The SHA submitted its proposals for the implementation of “Commissioning a
Patient Led NHS” during October 2005, to an “expert panel” specifically
established by the Secretary of State to examine all proposals. Their proposal,
so far as Durham and the Tees Valley was concerned, was for a single PCT for
County Durham and Darlington and a single PCT for “Teesside” through
merging the existing PCTs for Hartlepool, North Tees, Middlesbrough and
Langbaurgh.

Having received the advice of the expert panel and, taking into consideration
“representations from other interested parties”, the Secretary of State informed
the SHA that proposals for the reconfiguration of SHAs and PCTs could go
forward for consultation on the following basis:-

(@) 1 option for a SHA coterminous with the boundaries of the Government
Office of the North East Region.

(b) 2 options for PCTs:-

().Option 1 — two PCTs: a County Durham and Darlington PCT and a
Teesside PCT.

(i).Option 2 — six PCTs, retaining the five Tees Valley unitary authority
PCTs and a single County Durham PCT.

However, the consultation document included a proposal for a single

management team which does not appear to be consistent with the Secretary
of State’s decision. The SHA consultation document states:

“There has been previous experience of sharing director posts across two
PCTs in the area and this has proved unworkable. The existing PCT chief
executive community does not believe that it would be possible to work
effectively in this way.”

The consultation refers to management working practices which would be the
same under both options, thus it is arguable only one genuine option was
consulted upon.

HARTLEPOOL BOROUGH COUNCIL



Joint Scrutiny Co-ordinating and Adult and Community Services and Health 8.1
Scrutiny Forum— 29" September 2006

3.5

3.6

3.7

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
3

The consultation period commenced 14 December 2005 with a completion date
of 22 March 2006. During the consultation process strong support was
expressed from the main public sector bodies in Hartlepool to retain a
Hartlepool PCT with its own management team. This includes Hartlepool
Partnership’s response: ‘Locality Plus’ — Retaining a Co-terminus PCT in
Hartlepool (Appendix 1) and also Hartlepool Borough Council. The Adult and
Community Services and Health Scrutiny Forum response to the consultation
process is attached at Appendix 2.

In May 2006 the Secretary of State’s announced that there would be twelve
PCTs in the North East region which included four PCTs in Tees Valley co-
terminous with their corresponding Local Authority boundaries.

The Department of Health’s Acting Permanent Secretary wrote on the 16 May
2006 (Appendix 3) to the Chief Executive of the Strategic Health Authority to
explain that the Secretary of State’s decision was subject to a number of
conditions (outlined below).

0) All PCTs must retain and build on current partnership arrangements,
including Local Area Agreements already established in partnership with
local authorities. They should also consider the use of joint appointments
with local authoiities where appropriate.

(i) A strong locality focus must be retained, and where necessary, locality
structures should be put in place. Funding plans to reduce health
inequalities and address poverty in socially and economically deprived
areas such as Easington and Chester le Street must be maintained and
PCTs should ensure patient and public involvement and Practice Based
Commissioning arrangements are maintained and improved.

(iii)  All PCTs must also deliver their share of the 15% management cost
savings, strengthen commissioning and ensure robust management of
financial balance and risk.

(v)  The SHA should consider whether shared management teams would
benefit PCTs in meeting these criteria. The Department would be very
supportive of plans for joint management teams where you believe that
to be the best solution.

(V) Where joint management teams are proposed, the SHA should also
consider shared PEC arrangements and how clinical time spent on
corporate business could be minimised, allowing them to bcus instead
on service redesign, bringing benefit to patients in their locality.

(vi)  Where recommendations were made in the consultation reports setting
out conditions that should be applied to the new configuration, the new
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PCTs and SHAs should consider these conditions and determine how
they should be taken forward and monitored.

Following the announcement, the Strategic Health Authority wrote to all NHS
PCT Executives and Chairs on 23 May 2006 to consider the conditions set out
in the Acting Permanent Secretary’s letter and ‘to work with Chief Executives
within their cluster to begin to identify the shared management arrangements
that will deliver Primary Care Trusts that are fit for purpose for the future.’
(Appendix 4). This letter effectively ruled out consideration of the
establishment of a Hartlepool PCT with its own management team prior to any
discussion with the council or public. There has been no subsequent
consultation on this option.

Thereafter, the Strategic Health Authority wrote on the 30" May 2006
(Appendix 5) to all Local Authority Chief Executives to outline the savings
requirement from the twelve PCTs. The twelve PCTs have to reduce
management expenditure by £10 million without impacting on service delivery.
For the Tees Valley PCTs this amounts to approx £2 million and, for Hartlepool
specifically, the savings requirement is £376k.

The Department of Health has given PCTs guidance on how those efficiency
savings can be made and these conditions limit even further the way in which
the PCTs can release savings. For example no savings can be made from
management costs relating to the implementation of Choosing Health i.e. no
management savings can be made from areas relating to Public Health. The
Forum was also advised that any savings made as a result of PCT deficit
reduction can be considered so savings against vacant managers posts can not
be counted twice. However, in the absence of any source and having noted that
this point is not within the October guidance on savings the Forum is still
seeking clarification in relation to this point.

In his letter of the 30" May the Strategic Health Authority Chief Executive David
Flory indicated that the twelve PCTs should submit proposals by the 5" June
on how these issues and efficiency savings would be addressed. The Tees
Valley PCT Chief Executives have submitted their proposals for management to
the SHA but these proposals were not been shared with the PCT Staff, PCT
Board or the corresponding Local Authority.

In the absence of any formal proposals the Adult and Community Services and
Health Scrutiny Forum met on the 23 June 2006 to consider a series of options
that the Local Authority could assume that PCT Chief Executives considered
and those that involve greater integration with the Local Authorities, which the
Forum assumed were not considered as a serious consideration by the PCT
Chief Executives as no formal discussions took place with the Local Authority in
relation to the way in which the 15% savings can be made.
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Hartlepool PCT finally presented its proposals to the Forum on 19" September
for its management structure (outlined below) which it believes will enable the
organisation to deliver its share of the 15% management cost savings,
strengthen commissioning and ensure robust financial management of financial
balance and risk.

BASIS FOR CONSULTATION

Hartlepool Council has obtained legal advice from leading counsel on the duties
of the SHA and PCT to consult under the terms of the Health & Social Care Act
2003 and Health Scrutiny Regulations This advice was communicated to these
bodies by the Chief Executive in letters dated 28 July 2006 and 11 August
2006. The SHA rejected the view that it had a legal duty to consult. The PCT
did not express a view on its legal obligations or otherwise but agreed to
consult. The Adult and Community Services and Health Scrutiny Forum has
necessarily conducted this enquiry in line with the legal advice received by the
Council that the PCT Consultation in relation to the proposed management
structure comprised a substantial change in the provision of health services
which necessitates a formal consultation process involving the local authorities
and the Patients and Public Involvement Forums. The requirement for such
consultation enables a Health Scrutiny Committee to refer disputed matters to
the Secretary of State for consideration before any changes can be
implemented.

Whilst Hartlepool PCT did not accept that management arrangements are
subject to a formal statutory consultation both parties agreed to proceed with
the investigation in the spirit of partnership working whilst operating within their
respective legal frameworks. While Members of the Adult and Community
Services and Health Scrutiny Forum considered that the timetable proposed by
HPCT (3 weeks) was too short to allow due process, it nevertheless wished to
interpret its statutory duty as flexibly as possible in the circumstances.
Consequently, the Forum agreed to expedite the process by hosting a special
joint meeting with its management committee, Scrutiny Co-ordinating
Committee. This meeting was arranged with the minimum notice that could be
given in order that at least an interim report could be submitted to the
authority’s Cabinetat its meeting on 9™ October.

OVERALL AIM OF THE SCRUTINY INQUIRY

The overall aim of the Scrutiny Inquiry was to provide a response to the
Hartlepool PCT in relation to it's proposed management structure.

MEMBERSHIP OF THE ADULT AND COMMUNITY SERVICES AND
HEALTH SCRUTINY FORUM
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The membership of the Adult and Community Services and Health Scrutiny
Forum 2006/07 Municipal Year was as detailed below:-

Councillors: Barker (Vice-Chair), Belcher, Brash, Fleet, Griffin, Lauderdale,
Lilley, Rayner, Wistow (Chair), Worthy and Young.

Resident Representatives: Mary Green and Evelyn Leck

METHODS OF INVESTIGATION

Members of the Scrutiny Forum met on 19 September 2006 to discuss and
receive evidence in relation to this inquiry. A detailed record of the issues
raised during this meeting is available from the Council’'s Democratic Services.

Due to the limited time available during which to undertake this inquiry, the key
method of investigation involved detailed reports supplemented by verbal
evidence by representatives of Hartlepool Primary Care Trust.

SCRUTINY FINDINGS

8.

8.1

8.2

8.3
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CHALLENGES FACING HARTLEPOOL PCT

Members were informed about the major challenges facing Hartlepool PCT
which are outlined below. The Forum was advised that it is within the context of
these challenges that the management options for Hartlepool PCT have been
developed.

Management Cost Savings — The Forum was informed that Hartlepool PCT
has been unable to find the necessary 15% savings while retaining
management capacity and the skill base that it requires to achieve Fitness for
Purpose. However, it has not been provided with any data to demonstrate how
it has reached this conclusion. In addition the Forum considered that there is an
over-emphasis on meeting the 15% management saving criteria without an
indication of how the other conditions (as detailed in the Acting Secretary’s
letter) will be achieved.

Joint/Shared Management — Hartlepool PCT informed Members that the SHA,
in line with the Acting Permanent Secretary’s letter, is considering the feasibility
of shared management arrangements among PCTs. However, as noted above
the SHA in May did not consider or invite PCTs to consider any other option.
Further, given the high priority placed on achieving financial targets Members
were informed that the SHA may favour one shared management team,
including Chief Executive and Executive Directors for Hartlepool, Stockton,
Middlesbrough and Redcar & Cleveland. While Members were informed that
this would drive out the required savings by drastically reducing staff, no
financial details were provided to support this.
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While the Forum acknowledged the challenging nature of the financial targets
facing Hartlepool PCT, Members considered that there was an over-emphasis
on the financial savings and joint management at the expense of the other
conditions which the Acting permanent Secretary’s letter of May asked them to
meet..

Budget Deficit - Hartlepool PCT has never balanced its books since its
inception in 2001 without repayable aid from the SHA known as brokerage. The
size of the deficit has increased until it currently stands at £6 million. The
Department of Health and the SHA require this deficit to be cleared by 2008
and a surplus to be generated. Forum Members expressed significant concern
around the financial situation of the PCT, particularly in light of the increasing
underfunding per year of over £4 million.

Members were informed that every health organisation has a statutory duty to
break even each year - failure to do is increasingly likely to result in
Boards/senior officers being removed and turnaround teams brought in to run
the organisation. In view of this the Forum was alerted to the possibility that the
SHA may question Hartlepool PCTs long-term viability as a stand-alone
organisation. The deficit has led directly to an Audit Commission Public Interest
Report (PIR).

Fitness for Purpose - As an unreconfigured organisation, Hartlepool PCT is
subject to an extensive Fitness for Purpose assessment, currently being
undertaken by McKinsey & Co. Although a full report is awaited, Forum
Members were informed that it is becoming clear that the assessment
considers that the PCT has neither sufficient management capacity nor
capability to face new challenges, especially with regard to commissioning.

Commissioning Services - Hartlepool's role as a commissioner of services
will become a much more significant part of its function in the future. The Forum
was advised that in common with its neighbour PCTs, the organisation has
neither the capacity nor the expertise to fulfil this role effectively.

The PCT suggested that a sensible way brward is to establish a Tees-wide
commissioning structure, which, once the member PCTs have identified their
own health needs, would commission requisite services on behalf of all.

Members of the Forum however expressed significant concerns around the
extent to which the PCT would be delegating its powers to a joint sub
committee. It was concerned that this might lead to a loss of local accountability
and responsiveness to local health needs Members considered that this was
not in the best interests of the health and wellbeing of the residents of
Hartlepool, given the extent and widening nature of health inequalities in the
town together with the need to be responsive to local choices and preferences
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for the planning and delivery of health services alongside local authority and
community services.

Joint working and Locality Focus - The Forum was advised that Hartlepool
PCT was keen to retain the ability to make policies and decisions that are
driven by the needs and wishes of Hartlepool’'s communities and residents. As
such, any management team must be able to carry out the decisions of the
HPCT Board. In addition, the PCT wished to protect and retain its ability and
capacity to work jointly and meaningfully with its partners, including HBC.

In light of the evidence presented to the Forum, however, members expressed
concern that a joint management team, including a joint Chief Executive would
in practice be compromised in it's ability to carry out decisions relating to
healthcare in two localities. Forum Members highlighted the Acute Services
Review as one example where a Joint Acting Chief Executive of both
Hartlepool PCT and North-Tees PCT would have to support two competing
localities in respect of Maternity and Paediatric Services. The Forum was not
convinced that this arrangement was workable

The Forum was informed that while the future of management is undecided, the
position of the Non-Executive Chair and NonExecutive Directors are not.
Hartlepool PCT will have a dedicated team of Non-Executives appointed by the

NHS Appointments Commission.

FUTURE MANAGEMENT OPTIONS FOR HARTLEPOOL PCT — OPTIONS
ASSESSMENT

The Forum heard that despite best efforts, HPCT’s Senior Management Team
cannot find a way to maintain a separate management structure dedicated

solely to the Hartlepool PCT Board, which achieves the necessary 15%
savings, satisfies Fit-for-Purpose criteria and enable delivery of the financial
recovery plan. Consequently, the following two options were suggested as a
possible way forward by the PCT: -

(1) Option 1 - One management team servicing four PCT Boards.

(2) Option 2 — Two management teams, one servicing Hartlepool and North
Tees PCT, the other Middlesbrough and Redcar & Cleveland

The following options assessment was presented by Hartlepool PCT:-
(a) Option 1— One Tees Valley Management Team

Advantages

HARTLEPOOL BOROUGH COUNCIL
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().

(ii).
(i).

Easily achieves 15% management savings — and more — that can be
invested in front-line services.

Very likely to gain approval from SHA

Could ease pressure on financial recovery plan.

Disadvantages

).

(ii).

(iil).

(iv).

Concerns that management team would find it hard to give proper
focus to each Board’s wishes.

Risk that the four PCTs will become clones of one another, rather
than organisations that develop to meet their own area’s health
demands

Risk of the need for extra locality staff, which would add a layer of
bureaucracy and lessen the financial benefits.

Risk of power centralising in Middlesbrough, as the centre of the
patch.

9.3 While Members recognised the challenging nature of the financial savings to
be achieved by the PCT, the Forum considered that there are considerable
risks to the partnership working which has led to a number of innovative
approaches to meet local healthcare needs in Hartlepool if the PCT was to
become subsumed within a Tees-wide PCT.

(b) Option 2- Management Team shared with North Tees PCT

Advantages

(). Hartlepool and Stockton currently enjoy a good working relationship,
both between Chairs and officers.

(i).  Director posts would become more demanding, but would redwe
the risk of extra locality deputies.

(ii).  Non-Executive Directors would find it easier to maintain control over
individual PCT strategy.

(iv).  Protects jobs in Hartlepool better than Option 1.

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
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(v). Properly thought through, will protect ability to work jointly with HBC
regarding service delivery, joint commissioning and health
improvement.

Disadvantages

(). Does not drive out savings equivalent to Option 1: meeting targets
will still be challenging.

(i). May need to persuade the SHA.

(ii).  Assumes that North Tees PCT agrees — its own Board has yet to
take a view.

The Forum learnt that Hartlepool PCT considers that the proposals seek to
ensure that commissioning is strengthened both locally by working with Local
Authority colleagues and Practice Based Commissioning (PBC) Groups at a
larger population level to bring about a step change in commissioning skills
and capacity. The details of these proposed arrangements were significantly
less well developed in the presentation than those at the Tees wide level

In addition, the PCT informed Members that local management of community
services will be maintained under the proposals presented by facilitating
integrated/joint management of front line community services where
appropriate. However, the proposed Tees Management arrangement
(appendix 7 refers) demonstrates a joint appointment across a proposed
‘north of the tees’ management structure.

The Forum was advised that local management of community services will be
complemented by the development of a joint role of Associate
Director/Director of Health of Improvement in each PCT/LA area that
addresses local issues effectively for both PCTs & Local Authorities. The
forum was told this arrangement would ensure that the 15% savings target is
achieved whilst maintaining/enhancing capacity and skills by the creation of
more shared functions, where this will be more efficient and effective. In
addition, this proposal ensures that redundancies are kept to a minimum. We
recommend that the council seek detailed proposals of how this arrangement
would work in order to determine that its own requirements of this role can be
met

While accepting that option two did strengthen commissioning Members were
disappointed to note the lack of information in relation to PBC and firm
proposals demonstrating how the PCT under this option proposed to maintain
local understanding and networks that will deliver a locally sensitive shift to
PBC. The Forum was keen to ensure that PBC leads to improvements in
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services for patients and that the proposals ensured that the PCT would
engage appropriately with the wider Hartlepool agenda.

9.8 Furthermore, Members expressed concern around the ability of a joint
management team to deal with differing, and potentially competing local
needs.

10. HARTLEPOOL PCT MANAGEMENT PROPOSALS

10.1 The Forum was advised that under the proposals presented to the SHA HPCT
Board will be:-

(a) Hartlepool PCT will be a statutory body with its own Board with a Chairman
& Non Executive Directors appointed by the Appointments Commission.

(b) HPCT will receive its own financial allocations to meet the health and health
care needs of its population and will need to meet its statutory duties to

achieve financial balance and the re-payment of previous deficits.

(c) HPCT Board will consider how it can best meet its duties and
responsibilities, and where appropriate may decide to work collaboratively
with other organisations, including other PCTs or Local Authorities.
Appendix 6 shows the Board and proposed Sub Committees for
consideration by the 4 Tees PCTs’ Boards.

10.2 The PCT informed Members that after careful consideration involving
discussions with a range of stakeholders and the initial feedback following the
Fitness for Purpose Review, Hartlepool PCT is proposing that the best way to
meet all the requirements of PCTs and partner agencies is to create two
management teams, incorporating some Tees wide functions where
appropriate.

10.3 The proposal is shown in Appendix 7 and the PCT advised Members that it
demonstrates a significant presence at a senior level north of Tees, supported
by some Tees wide functions where this is the most effective way to undertake
these. Further, the PCT informed the Forum that several areas must have
senior local leaders in each PCT/LA area and indeed may lead to the creation
of joint posts, subject to further discussion and agreement over governance and
funding arrangements etc. This is shown in Appendix 8. In summary the PCT
stated that for Hartlepool this option will enable the PCT to create senior posts
focussed on areas of work with direct relevance to Hartlepool Borough Council.
However, no detail of these proposals is yet available to enable the Forum to
form a view on whether they might meet the conditions in the letter from the
Acting Permanent Secretary

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
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In respect of the Professional Executive Committee (PEC) arrangements the
Forum was informed that national guidance on the role and establishment of
PECs is awaited and discussions are underway with PEC Chairs in Hartlepool
and North Tees to develop proposals for consideration by both Boards and
given the emergence of 2 effective Practice Based Commissioning Groups (in
Hartlepool and North Tees) the option of having a single PEC for North of Tees
is being considered. The PCT confirmed that views will be sought on this.

Having considered the PCT proposal for a revised management structure
Members expressed concerns around the complex nature of the arrangements
being proposed as the proposal results in a move away from a two layer
structure of PCT and SHA to a multi-layered structure with PBC Boards, PCT
Boards, Joint Management Teams and a number of Tees Wide Sub-
Committees. Consequently Members questioned the actual level of managerial
efficiency to be gained by a restructure that increases the number of hyers
from two levels to five.

The Forum recognised that good partnership working across public sector
agencies within localities is essential in reducing health inequalities and
improving health outcomes for local people. While recognising the challenges
facing Hartlepool PCT, Members were keen to ensure that future progress
would not be hindered by the new structures and wished to preserve close
working in vital areas of service. They have yet to receive sufficient evidence to
demonstrate that this condition will be met by the PCT re-configuration and that
the Council will be able to relate its own working arrangements to them.
Consequently, it has yet to be convinced that even the existing levels of joint
needs identification, joint commissioning or joint service delivery can be
maintained and still less improved.

Members further considered that any reduction in influence over the
establishment of local priorities would, if not carefully managed and closely
integrated within the local governance structures reduce the scope for local
innovation, the impact of which could be considerable at a time when
inequalities in health are widening.

In relation to the proposal to establish two management teams north and south
of the Tees Members expressed concern at the loss of local accountability as
decision-making is devolved to the ‘Joint Strategic Planning and
Commissioning Committee’ as the accountable body.

In light of all these issues, the Forum considers that the proposal needs to
developed further to clearly outline how local responsiveness will be maintained
to deal with differing local needs. This need is highlighted in particular by the
Acute Services Review where a joint management team must support both
Hartlepool and North-Tees PCT Boards in their respective acceptance/rejection
of the Darzi proposals.
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favour of a Joint Management Structure will make health improvement in
Hartlepool more difficult to achieve. Members consider it vital to preserve joint
working in Hartlepool and reinforce the community and public health agenda.
Members consider that the direction in ‘Delivering the NHS Improvement Plan’
[2005] which refers to the relationship with local authorities as being crucial and
states: “all PCTs need to play strongly into LSPs and where applicable LAAS”
(para 5.11 refers) is a possible way forward that must be explored to ensure
Hartlepool PCT remains integrated within the local governance structures.

CONCLUSIONS
The Adult and Community Services and Health Scrutiny Forum concluded:

(a) That healthcare in Hartlepool has benefited from the existence of a true co-
terminous PCT;

(b) That the SHA proposals to reconfigure Hartlepool PCT did not take into
account all the conditions laid down by the Acting Permanent Secretary
including the need to_ ‘retain and build on current partnership
arrangements’;

(c) That these proposals are not fully developed in that respect and have not
been prepared in partnership with the local authority;

(d) That local accountability and local decision making is essential to tackle

health inequalities and poverty in a socially and economically deprived area
such as Hartlepool;

(e) That the Adult and Community Services and Health Scrutiny Forum is
undertaking this inquiry on the basis of legal advice received by Council that
established that the management structure comprises a substantial change
in the provision of health services as outlined in the Health Scrutiny
Guidance;

() That Hartlepool PCT is consulting with this Health Scrutiny Forum in an
informal capacity;

(g) That the PCT is consulting on proposals that based on “previous experience
of sharing director posts across two PCTs in the area...has proved
unworkable.” [Source SHA Consultation Document].

(h) That the following challenges were facing Hartlepool PCT in developing its
management proposals;
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(i).

(ii).

(iii).

(iv).

V).

(vi).

(vii).

(viii).

(ix).

(x).

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
14

Hartlepool PCT has stated that it has been unable to find the
necessary 15% savings while retaining management capacity and the
skill base that it requires to achieve Fitness for Purpose;

The SHA, in line with the Acting Permanent Secretary’s conditions, is
considering the feasibility of shared management arrangements
among PCTs;

Hartlepool PCT has never balanced its books since its inception in
2001 without repayable aid from the SHA known as brokerage. The
size of the deficit currently stands at £6 million. The Department of
Health and the SHA require this deficit to be cleared by 2008 and a
surplus to be generated,;

Hartlepool PCT has been under-funded for a number of years now
which has led to the deficit.

That every Health organisation is under a statutory duty to break even
every year. Failure to do so may result in turn-around teams being
brought in to run the organisation and may even threaten the long-term
viability of Hartlepool PCT as a stand-alone organisation;

The deficit has led directly to an Audit Commission Public Interest
Report (PIR);

As an unreconfigured organisation, Hartlepool PCT is subject to an
extensive Htness for Purpose assessment. Although a full report is
awaited, the assessment considers that the PCT has neither sufficient
management capacity nor capability to face new challenges, especially
with regard to commissioning;

Hartlepool’s role as a commissioner of services will become a much
more significant part of its function in the future. However, the PCT
considers the organisation has neither the capacity nor the expertise to
fulfil this role effectively and therefore suggested establishing a Tees-
wide commissioning structure which, once the member PCTs have
identified their own health needs, commissions requisite services on
behalf of all;

Hartlepool PCT is keen to retain the ability to make policies and
decisions that are driven by the needs and wishes of Hartlepool's
communities and residents;

The PCT has stated that it wishes to protect and retain its ability and

capacity to work jointly and meaningfully with partners, especially
Hartlepool Borough Council;
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(i) That Hartlepool PCT has stated that its Senior Management Team cannot
find a way to maintain a separate management structure dedicated solely to
the Hartlepool PCT Board, which achieves the necessary 15% savings,
satisfies Fit-for-Purpose criteria and enables delivery of the financial
recovery plan;

() That the Forum questioned the actual managerial efficiency gains to be
accrued from a structure that was being increased from two layers to five-

(k) That two options were proposed as a possible way forward by the PCT,
namely;

(). one management team servicing four PCT Boards; (Tees Wide) and;

(i). two management teams, one servicing Hartlepool and North Tees
PCT, the other Middlesbrough and Redcar & Cleveland;

() That the proposals seek to ensure that commissioning is strengthened both
locally by working with Local Authority colleagues and Practice Based
Commissioning (PBC) Groups at a larger population level to bring about a
step change in commissioning skills and capacity;

(m)That under the proposals presented to the SHA HPCT Board will be:-

(). Hartlepool PCT will be a statutory body with its own Board with a
Chairman & Non Executive Directors appointed by the Appointments

Commission,

(i). HPCT will receive its own financial allocations to meet the health and
health care needs of its population and will need to neet its statutory
duties in this regard.

(n) That Hartlepool PCT is proposing to create two management teams,

incorporating some Tees wide functions where appropriate. (Option 2
refers);

(o) That both options pose considerable risks to the partnership working which
has led to a number of innovative approaches to meet local healthcare
needs in Hartlepool;

(p) That local influence is greatly diminished under the proposals as powers of
decision and spending are delegated to a Tees-wide commissioning
organisation;

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
15 HARTLEPOOL BOROUGH COUNCIL



Joint Scrutiny Co-ordinating and Adult and Community Services and Health 8.1
Scrutiny Forum— 29" September 2006

12.

12.1

13.

131

06.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Report
16

(g) That the proposed management structure proposed by HPCT adds further
layers of complexity to its governance arrangements;

() That good partnership working across public sector agencies within
localities is essential in reducing health inequalities and improving health
outcomes for local people;

(s) That the proposal to establish two management teams results in a loss of
local accountability as decision-making is devolved to the ‘Joint Strategic
Planning and Commissioning Committee’ as the accountable body;

() That the proposal needs to developed further to clearly outline how local
flexibility will be maintained to deal with differing local needs;

(u) That it is vital to preserve joint working in Hartlepool and reinforce the
community and public health agenda; and,

(v) That the direction in ‘Delivering the NHS Improvement Plan’ [2005] which
refers to the relationship with local authorities as being crucial and states:
“all PCTs need to play strongly into LSPs and where applicable LAAS” (para
5.11 refers) is a possible way forward that must be explored to ensure
Hartlepool PCT remains integrated within the local governance structures.

RECOMMENDATIONS

The recommendations of the Scrutiny Forum are sought in relation to this
report.
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Report of Hartlepool Partnership entitled ‘Locality Plus — Retaining a
Coterminus PCT in Hartlepool’

“Locality Plus” - Hartlepool Borough Council’s Health Scrutiny response to the
County Durham and Tees Valley Strategic Health Authorities consultation
document on new Primary Care Trust arrangements in County Durham and the

Tees Valley.

Letter from Acting Permanent Secretary Hugh Taylor to David Flory —Dated 16
May 2006.

Letter from SHA to PCT Chairs and Chief Executives — Dated 23 May 2006.

Letter from David Flory SHA Chief Executive to Local Authority Chief
Executives - Dated 30 May 2006

Report of the Director of Adult and Community Services entitled ‘PCT
Reconfiguration — Tees Valley’ presented to the Adult and Community Services
and Health Scrutiny Forum held on 23 June 2006.

Report of the Chairman of Hartlepool PCT entitled 'Hartlepool PCT — Future

Board and Management Arrangements’ presented to the Adult and Community
Services and Health Scrutiny Forum held on 19 September 2006.
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‘LOCALITY PLUS’

RETAINING A COTERMINOUS PCTIN HARTLEPOOL

INTRODUCTION

This document is a submission from the Hartlepool Partnership in respect of the
proposals for PCT reconfiguration arising from Commissioning a Patient-Led NHS,
and the submission made by Northumberland, Tyne and Wear, and Coumnty Duham
and Tees Valley Srategic Health Authorities [1]. It presents the case for the retention
of Hartlepool PCT in respect of its coterminows boundaries with Hartlepool Borough
Council, as opposed to the ‘single Tees PCT’ option proposed by the two SHAs.

Hartlepool PCT commencedoperation n April 2001 and wasawarded 3-star status in
2005. It has a coterminous boundary with the local authority. Hartlepool Borough
Council has been gven an “excellent” Comprehensive Performance Assessment
(CPA) rating for each of the last 3 years and its Local Strategic Partnership, which is
chaired by lain Wright MP with the Mayor as vicechair, has been given the top rating
by the Govemment Office for the North East (GONE). Social Services have been
awarded a consistently high 2 star rating for several years. Hartlepool is therefore a
high performing ‘city state’ — achievements of which the town is proud and which
shouldnot be put at risk without due consideration of the consequences.

The reconfiguration isswe was discussed by Hartlepool PCT Board on 6" October
2005, at which the Board strongy indicated its “preference to maintain a Hartlepool
Primary Care Trust, which had local ownership, addressing local needs and avoiding
the potentially damagin g effect of organisational chan ge on staff”.

At its meeting on 15" September 2005 the full Hartlepool Borough Council resolved
to agree the viewsof'its Cabinet, namely:

”Hartlepool PCT remainsin its current form and develops
*  Stronger linksto the Local Strategic Partnership
* Formal pooled commissioning budgets and governance arran gements between
the PCT and the Council
* Local Area Agreements
* Democratic accountability;

and Council supportsthe P CT in requestingthat this option be included as part of the
Strategic Health Authority’s consultation process."

It is clear, therefore, that there is strong support from the main public sector bodies n
Hartlepool for the retention of a coterminous relationship. Moreover, the agencies are
of the view that this is also the preference of the people of Hartlepool themselves. It
is within this context of strong local opinion that the future configuration of the local
NHS needs to be considered.
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This document is structured in the followin g way :

e Part I briefly refers to the distinctiveness of the Hartlepool location, history
and culture and describesthe health and Council configuration for Hartlepool;

e Part Il describes some of the achievementsin Hartlepool relevant to the case;

e Part lll icentifies relevant plans that are contingent wpon the continuation of
coterminosity;

* Part 1V offersa risk assessment of the proposed Tees PCT option.

PARTI: The DISTINCTIVEPOSITIONof HARTLEPOOL

It is important to emphasise the distinctiveness of Hartlepool. The town is not a
recent creation - the first recorded settlement was at the Saxon Monastery in 640AD,
and the first charter for the town was issued in 1145. The town as it is today has
grown around the natural haven that became its commercial port, and around which
its heavy industrial base developed The areas vacated by heavy industry are now
populated by high quality business facilities and exciting visitor attractions.

The Borough of Hartlepool covers an area of over 36 square miles and has a
population of around 90,000. It is bounded to the east by the North Sea and
encompasses the main wban area of the town of Hartlepool and a rural hinterland
contaning the five villages of Hart, Elwick, Dalton Piercy, Newton Bewley and
Greatham.

The Borough comprises part ofthe Tees Valley area, formed by the five boroughs of
Darlington, Hartlepool, Middlesbrough, Redcar and Cleveland and Sto ckton-on-T ees.
Diagram 1.2 shows Hartlepool in itsregional and local settings.

DIAGRAM 1.2

COUNT ¥ DUEHAM

The Tees Valley Area

HARTLEFPOOL

5T OCEKTON
ON TEES

REDCAR & CLEVELAND

DARLINGT O

IDDLE SERQU GH

NORTH Y ORK SHIRE

This geographical distinctiveness of Hartlepool has some major implications for
Commissioning a Patient-Led NHS. First, Hartlepool is a compact, sustainable
settlement within which most of the needs of the resicents in terms of howing,
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employment, shopping and leisure can be met. Secondly, this has resulted in a very
strong sense of ‘belonging’ —a distinct sense of civic pride.

The creation of Hartlepool Borough Cowncil in 1996 was a tangible and highly
popular reco gnition of this distinctiveness, and a reaction to the unpopularity of the
former Cleveland County Council — indeed it is worth noting that the proposed T ees
PCT would recreate these old Cleveland Cowmnty Council boundaries. As well as
acquiring unitary status, Hartlepool BC has also developed one of the few elected
mayor systems in the cowntry —a highly successful development that has reinforced a
culture of civic pride. The Borough also has its own MP, Tain Wright, who plays a
leading role in supportingpartnership workin g across the Borough.

Hartlepool faces many problems associated with deprivation. The English Indices of
Deprivation 2004 [2] rank Hartlepool as being the 11" (concentration), 12™ (average
score), 15" (extent) and 18" (average rank) most deprived district nationally, and
there are multiple symptoms of social and economic decline such as unemployment,
crime and major health issues. Priority is attached to these issues through the Local
Strategic Partnership and for example the proposed spending profile for
neighbourhood renewal funding in the period to 2008. The view within Hartlepool is
that these problems need to be [and are being] tackled in partnership with others — it
is the reason why we have titled this paper ‘Locality Plus’. Health is one of the most
important pattners. As one of the most deprivedareas in England, Hartlepool P CT has
been designated asa Spearhead P CT charged with delivering the public health targets
earlier than other areas — a task that can only be achieved through joint working with
other local partners.

PARTII ACHIEVEMENTS of the HARTLEPOOL PARTNERSHIP MO DEL

The Local Strategic Partnership (L SP) is known as the Hartlepool Partnership. This
key Borough-wide strategic plannin gmech anism consists of a network of partnerships
and statutory, business, community and voluntary sector partners working in the best
interests of the residents of the Borough. It is afforded a very high priority by its 40+
members and is chaired by the town’s MP, Iain Wright with the elected Mayor as vice
chair. Hartlepool PCT is a core and vital member of the Partnership. The Hartlepool
Partnership model has already registered a number of significant achievements
relevant to health and wellbein g:

The Community Strategy

The Community Strategy is the product of the Local Strategic Partnership [LSP]. It
servesto:
* bring together the different parts of the public sector and the private business,
community and voluntary sectors;
» operate at a level that enables strategic decisions to be taken, while sill close

enough to individual neighbourthoods to allow actions to be determined at a
local level;

» create stren gthened, empo wered, healthier and safer communities.
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The Community Strategy consists of seven themes, each with a Priority Aim.

THEME PRIORITY AIM

Jobs and the E conomy Develop a more enterprising, vigorous and
diverse local economy that will attract invest ment,
be globally conpetitive and create mor
enploy ment opportunities for local peopl e

Lifelong Learning and Skills Help all individuals, groups and organisations
realise their full potential, ensure the highest
quality opportunities in education, lifelong
learning and training, and raise standamds of
attam ment

HealthandCare Ensure access to the highest quality health, social

care and support services, and i mprov e the health,
lif and expectancy and wellbeing of the

co mmunity

Community Safety Make Hartlepool a safer place by reducing crine,
disorder and fearof ciime

Environment and Housing Secure a more atractive and sustainable

environment that is safe, clean and tidy; a good
infrastructure; and access to good quality and

afford able housing
Culture and Leisure Ensure a wide range of good quality, affordable
and accessible leisure and cultural opportunities
Streng th ening Co mm unities Empower individuals, groups and communities,

and increase the involvement of citizens in all
decisions that affect their lives

Although Health and Care is the most evident way in which health isues are
integrated into a wider strategy, it is evident that all of the themes impinge upon the
health and wellbeing of Hartlepool residents. The Health and Care theme is the
responsibility of the Health & Care Strategy Group [ H& CSG], a multi-agency group
chaired by the CEO of the PCT that sets the strategic direction for the development
and provision of health and care services across allcare groups. It oversces the work
of the Planning Grows, Local Implementation Teams and Partnership Boards, and —
through the Local Delivery Plan — links to the community strategy and other plans
acrossthe LSP. There are seven planning groups that feedinto the H& SCG:

* welfare to work group [for people with disabilities]
* supportingpeople

¢ mental health LIT

e older persons NSF LIT

* health inequalities group

* learning disabilities partnership board

¢ children and families p lanning group

This isa broad approach to health and wellbeing, and one that encourages the PCT to
work constructively and effectively with key local partners. Curently the PCT has
two members on the H&SCG, alongside membership from the various parts of the
Borough Council, the voluntary sector, police andprobation, and hosgpital trusts. The
LS and the resutant Community Srategy are seen as crucial to the enhancement of
health and wellbeing. The loss of the locally-focused PCT as a key partner would be
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of'serious concern to the partners and — more importantly — make health improvement
for the people of Hartlepool more difficult to achieve.

The Local Area Agreement

Ou achievements have resulted in a successful application to join Round 2 of Local
Area Agreement [LAA] development, and the award of ‘single pot” status. Single pot
reco gnition has been based wpon several factors:

* the unique geographic and organisational circumstances within the unitary
authority area;

* therecordof delivery by local agencies;

* anintegrated strategy based on clear priorities;

* anelectedMayor andeffective partnership arrangements;

* anaccreditedperformance management framework.

The vision and expectation for the LAA is that it will establish simplified and
streamlined local governance arran gements in which local agencies have the freedom
and flexibility to deliver in a manner that suits local circumstances. Joint
arran gements are central to this vision, and both the Borough Councilandthe P CT are
seeking ways to use the LAA to further refine jont working and reinforce the
community and public health agenda [3]. Delivering the NHS Improvement Plan
[2005] refers to the relationship with local authorities as ‘crucial’ and states: ‘all
PCTsneed to play strongly into LSPs and , where applicable, LAAS’ [para5.11]. This
has been precisely the strategy for Hartlepool PCT.

In the context of the public sector reform agenda, the Cowncil and its partners have a
longer-term aspiration that the LAA will provide a platform for developing locality
based governance with enhanced democratic oversight of services in Hartlepool It is
intended to purswe this with GONE as part of the ongoing negotiations around the
LAA. The Council, PCT and other partners consider that the Hartlepool LAA will
bring significant opportunities to establish arrangements in which local agencies have
the freedom and flexibility to get on and deliver for the people of the town — and
health is a critical part of this opportunity. We are not simply referring here to
traditional Section 31 arrangements — our ambition for a ‘Locality Plws’ approach
stretches to every part of the economic, health and wellbeing agenda of the locality.

This unique opportunity to develop alocality-wide ‘single pot’ strategy amongst
local partners will be significantly undemminedif alocal PC Tis no longer sitting
round the table. We intend to vigorously pursue the ‘Next Steps’ agenda laid out
in the C arolyn Regan letter of October 5™ and believe we are in a very strong
position to do so given the right partnership configuration. Within the
Hartlepool Partnership we are committed to working across boundaries and we
look to central government to encourage us in this mission.
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Policy Networks

In Hartlepool we understand that plans, structures and processes are driven by
individuals who meet regularly, are committedto alocal focus andhave ahigh degree
of mutual trust and respect. We have several policy net work forums, involving both

electedrepresentatives and senior officers, with PCT involvement:

* The ‘Foresight Group’ is an informal meeting which orignally comprised the
PCT CEQ, the Cabinet member with the portfolio for social services, and the
Director of Social Services. It now includes the Cabinet members with
responsibility for Children and Adult services, the Acting Director of Social
Services, and the Assistant Director of Social Services. The purpose of the
group is to look at the strategic development of health and social care across
Hartlepool.

*  The PCT Management Team and the Borough Council SSD Directorate Team
meet regularly asa Joint Directorate.

* The Cabinet of Hartlepool BC and the Board of the PCI' meet as the Joint
Forum to discuss shared concerns, priorities andnew policy developments.

The PCT and Borough Cowncil firmly believe that the loss of Hartlepool PCT will
seriously weaken these important mechanisms and reduwe significantly future
opportunities to develop increased democratic accountabilities. The next phase of ow
governance agenda is to develop more formal arrangements to underpin ouw
relationship, and this will be difficult to achieve with a Tees PCT.

Joint appointm ents and collaborative working

These networks have already hadan impact with acommitment to exploring the scope
for joint appointments. The two statutory agencies have now jointly appointed a
Director of Public Health to take forward the shared agenda, as well as a joint Head of
Mental Health who is managed by the PCT Director of Planning and Assistant
Director of Social Services. In addition the Joint Forum has agreed to work towards a
‘collaborative commissioning’ approach for learning disability and mental health
services [in 2005] and older people’s and children’s services [2006]. In the future the
Council and PCT would wish to explore further opportunities for joint appointments
and oollaborative working in relation to swport arrangements as well as
commissioning requirements.

PARTIII PLANS and ASPIRATIO NS

Although our achievements in Hartlepool have been substantial, we have no intention
of lessening the pace of change. The main vision and blueprint for the futue is the
‘Vision for Care’ agenda that has been developed jointly by the PCT and Borough
Council on behalfofthe H&CSG ofthe Hartlepool Partnership. It has been endorsed
by the Board of the PCT, Borough Council Cabinet andthe Hartlepool Partnership. A
fundamental element of the vision is the development of multi-discip linary, multi-
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agency teams working together, focusing on a whole person’s needs, sharing
information and budgets, and using the same systems and procedures. Vision for Care
has been given high priority by all of the partners involved, with a large amount of
management time dedicated to enswring its implementation. The PCT has invested in
a Director of Partnerships, Vision for Care, who is working with the partners to drive
the policy forward.

Not withstanding the uncertainty about the curent provider activities of PCTs the
drive for multi-disciplinary working will still needto be addressedand commissioned.
Given the pending shortage of community nurses, we see an integrated workforce
approach as an essential part of the future equation, and this implies a closer
relationship with social care and the wider local authority. Indeed, this seems to be
the conclusion coming from DH — the recent publication ‘A Workforce Response to
LDPs: A Challenge for NHS Boards’ has asked NHS Boards to improve the
integration of health and social care staff, and develop strategies for redesigning staff
roles to counter staff shortages in community nursing.

The recent announcement by the Secretary of State that ‘district nurses, health visitors
and other staff delivering clinical services will continue to be employed by their PCT
unless and until the PCT decides otherwie’ suggests that it is still possible for the
PCT and HBC to continue plans for integrated community teams. In Hartlepool we
already have integrated teams for mental health services, leaming disability services,
intermediate care, Sure Sart and the youth offending team. However, our plans for
multi-disciplinary working g far beyond this. We are planning to develop ‘primary
care centres’ in neighbourhoods where people will be able to access a wide range of
services including GPs, nurses, therapists, social workers, home carers advice
workers, some specialis services and shops and leisure facilities. The PCT has
identified four ‘natural communities’ across the town that are coterminous with social
services older people’s teams and the Neighbowhood Forum areas.

The recent social care Green Paper, Independence, Wellbeing and Choice emphasised
the need for innovative approaches to meeting local need and singled out the
Connected Care model as one that Government wished to see developed. In
Hartlepool we are already developing a Connected Care model followinga visit to the
Owton area of the town by officials from DH, ODPM and T uming Point. Agreement
was reached to sponsor a pilot project in Owton, and the intention is to engage other
Hartlepool communities in similar waysto inform the commissioningand delivery of
services.

This mocel is intended to address the broader aspects of care for people, including
those with ‘complex’ needs, and a key feature is the provision of ‘bespoke’
personalised care. Partnering is anticipated between social care providers, the police,
courts, housing, employment and health, and the model is organised around several
common principles:

* singlepoint of entry

* common assessment

* shared information

* managed transitions bet ween services

¢ co-location of health, social care and voluntary services

¢ roundtheclock support
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The pilot is not only relevant to the pending White Paper on out of hospital care, but
also to Choosing Health and Supporting People. It constitutes an excellent example
of partnership working across a compact and cotemrminous locality. We are not
convinced that this sort of mnovation would flourish if the PCT was outside of the
local governance arrangements. It is at this neighbourhood level that the strengh of
coterminosity between local partners has strengths that could not realistically be
sustained by a more distant partner. The neighbourhood is the critical level at which
people engage, and at which change is delivered on the ground. The Government’s
five year strategy on sustainable communities [4] states that:

‘Neighbourhoodsarethe areas which people identify with mog, the places where they
live, work and relax. We intend to put more power in the hands of local people and
communities to shape their neighbourhoods and the services they rely on — including
housing, schools, health, policing and community safety’ [p18].

Central to the Government’s subsequent proposals for more neighbourhood
engagement is the desire to develop responsive and cistomer-focused public services
with opportunities for communities to influence and improve the delivery of public
services. Crucial to this vision isthe need for bodies operatin gat neighbourhood level
to have effective partnerships bet ween themselves — sometimes they are tackling the

same or similar problems, even dealing with the same people, without knowingit. It
is this recognition that wnderpins the Together We Can strategy recently launched by
the Govemment [5] which identifies three essential ways of neighbourhood workin g:

* active citizens: people with the motivation, skills and confidence to speak uwp
for their communities and say what improvements are needed,;

» drengthened communitiess community groups with the capability and
resources to bring people together to work out shared solutions;

» partnership with public bodies: public bodies willing and able to work as
partners with local people.

This is an innovative and challenging agenda to which Hartlepool PCT is fully

committed and one that we believe would be at risk should the PCT functions be
subsumed within a larger Tees PCT.

PARTIV TEES PC TOPTION: RISKASSESSMENT

Strengths of the Tees PCTModel

We understand the reasoning behind CPLNHS and we acknowledge the fact that the
advent of both practice-based commissioning and payment by results needs a srong
commissioning role to bein place. On the other hand, it is widely acknowledged that
in the creation of lar ge [and therefore seemin gly stronger] PCTs, there is the danger of
losin g sensitivity to local needs along with the loss of valued partnering arrangements.
There is no easy answer to this dilemma, and certainly no ‘perfect solution’.
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In respect of the nine criteria for reconfiguration judgement laid down n CPLNHS,
the SHA [1] concedes that ‘some criteria are better met by smaller organisations,
some by larger’. We wish to argue that it is possible to have the best of all worlds
with our model based upon the principles of ‘mixed mode commissioning’ and
‘subsidiarnty’.

The main gain that could be expected from a single Tees PCT is that of greater
commissioning leverage, and we acknowledge that a smaller stand alone PCT like
Hartlepool wouldnot possess such leverage. This is an important issue, but should
not be overstated. First, the PCT has long reco gnised the needto work collaboratively
across Teesside in a number of areas around strategic planning and collaborative
commissioning, and proposals would have been coming to the PCT Board to enter
into a Tees and Easington Commissioning Consortium even if CPLNHS hadnot been
forthcoming. We see no reason why a stand alone Hartlepool PCT could not enter
into sensible collaborative commissioning arrangements with a wider Tees P CT wnder
some federative arrangement.

Secondly, the benefits of merging cannot be assumed In areview of the evidence,
Field andPeck [6], for example, concludedthat:

‘...strategic objectives are rarely achieved, financial savings are rarely attained,
productivity initially drops, staff morale deteriorates, and there is considerable
anxiety and stressamong the workforce.’

Strengths of the Hartlepool PCT Mo del

We believe the strenghsof the Tees Model can be compensated for in other ways, but
the strenghs of the stand alone Hartlepool PCT will be difficult to replace by a
‘locality’ arran gement made by a distant Tees PCT.

The Strength of Coterminosity

We have already demonstrated that Hartlepool PCT is an embedded partner at
strategic level [in the Hartlepool Partnership] and at neighbourhood level. All are
agreed that coterminosity bet ween local authority and PCT boundaries is important,
but it seems to be more important to some than others. CPLNHS notes that: ‘As a
general principle we will be looking to reconfigured PCTs to have a clear
relationship with local authority social services boundaries; this does not need t
mean a rigid 1:1 coterm inostty.’

Ou SHA submission acknowledges the coterminosity principle but in practice has
disregarded it in favour of what it believes is a stronger commissioning function. Not
all SHAs take such a line — the submission by Cumbria and Lancashire SHA, for
example, describes the coterminosity principle as ‘fundamental and immutable’, and
goes on to propose the retention of coterminosity for Blackpool P CT and Blackbum
with Darwen PCT. Similarly, the South Yorkshire SHA submission rejects the
concept of a ‘South Yorkshire PCT’ in favour of 4 P CTs coterminous with the 4 local
authorities.
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Itis vital to em phasise that the SHA proposal for Hartlepool would leave us with
a large PCTthathas no coterminosity with anylocal authority. This is not in the
best interests of the health and wellbeing of the residents of Hartlepool.

Capitalising on the ‘Outof Howital’ Agenda

CPLNHS states that one of the purposes of the consultation and White Paper on
health and care services outside ho spital will be to consider howto develop a wider
variety of local services and models of provision in response to patient needs. It is
said that: ‘The White Paper will undoubtedly explore different service models. This
may mean that SHAsand PCTs will want to refine proposals on service provision.’

All of this is expected to lead to ‘more diverse community services providing earlier
intervention and diagnoss, better support for people with long-term conditions, more
day case procedures, and more effective care for people discharged from hospital’.

We have demonstrated that through such initiatives as the Connected Care model, the
Hartlepool partners are already at an advanced stage in this respect, and the PCT is
keen to work with its partners to develop the emerging out of hospital agenda.
Around 80% of the commissioning resowces of the PCT are health focused and
commissioned with other PCTs, whilst 20% has a joint NHS-local authority
commissioning approach — an important contribution that we would wish to see
increased. The PCT and local authority responded jointly to the Green Paper
consultation. In doing so the partners welcomed the direction of travel and indicated
that they were already developing person centred services rooted in a preventive
model. It is crucial that this work continues and we believe a Hartlepool PCT is best
placedto carry it forward

Engagng with Practice Based Commissioning

The PCT has a sound relationship with local clinicians and it is important that this is
not put in jeopardy by unsuitable structural change. The PCT is supportive of the
shift to PBC, and ow view is that it is vital that the close understanding and trust
between the PCT and (@ constituency is sustained during this important phase of
change. The PCT PEC is also anxious that a local PCT remains in existence in order
to deliver a locally sensitive shift to PBC, and there is concern that local
under standin gs and net work s will belost in a wider configuration.

It is importart in all of this to remember that the end product of PBC needs to be
improvements in services for patients — PBC is not an end in itself. These
improvements will be in new community based services, and ensuring that PBC is an
integral part of the commissioning cycle that involves other players, partners and
members of the public. In effect, then, the issue for PBC is the ways in which it
engages with the wider ‘Hartlepool Agenda’ such that it can properly shape referral
patterns into secondary care and into community based services. A Hartlepool PCT is
the vehicle for ensurin g this happens.

There will also needto be sufficient local flexibility to deal with differin g local needs
and the capacity and willingness of (s to engage with the PBC agenda. This is
especially true in Hartlepool, where although there is agreement to work on a single

06.09.29Jnt SCC & A& S&HSF - 8.1 Hartlepool PCT Management Appendix 1
10 HARTLEPOO LBOROUGH COUNCIL



Joirt Scrutiny Co- ardinating Committee and Adult and Community Services andHealth 81
Scrutiny For um — 20" Septenber 2006 Appendix 1

town wide commissioning grow, many of the practices are currently unsuitable for
practice development andthe provision of a wider range of services. We believe there

is still an important role here for a PCT that is coterminous with both the local council
and the P BC governan ce forum. This role would consist of:

e actingasthe purchasingagent: negotiatin gand monitoring contracts and— in
federation with the Tees PCT —reducing transaction costs;

e performance managng the town wide commissioning group, ensuring local
and national tar gets are met and financial balance achieved;

e ensuring appropriate access to public health and service improvement
expertise;

* providingsuppott to the commissioning gro up.

Engagng with Paymentby Results

One of the criteria by which reconfiguration proposals will be judged is the ability to
engage with the roll out of payment by results [PBR]. We understand that PCTs will
face risks under this regime since they will be committed to paying for work at a
nationally set price, but will have only limited influence over volumes. On the other
hand PCTs will have an incentive to manage demand for acute services in order to
reduce unnecessary admissions, and to develop appropriate community based
alternatives to hospital. It is in these two respects that owr relationship with our
coterminous partners is crucial, for PBR will not, on its own, encourage the provision
of care in a more appropriate setting — this will come through a strong local
partnership committed to service redesign.

Demand management has already been identified as a top priority in the Local
Delivery Plan of the PCT for 2005/6 — 2007/8. However, it is our belief that the more
remote the PCT, the less will be its ability to manage demandfor ho spital activity in a
‘whole systems’ manner, whereas arobust local partnership basedin Hartlepool offers
a more effective model. The introduction of practice based commissioning will also
introduce incentives to manage the demand for hospital activity and develop
community based services, but it is through a constellation of local partners — PCT,
GPs and the local authority — that this can become a reality. Our LDP recognises the
need to strenghen primary and community services in order to reduce reliance upon
secondary care, but also states that:

‘Partnership work isessential to achievem ent; many of the targetscannot be achieved
without a m ulti-agency approach.’

The Hartlepool Model: Mixed Mode Commissioning and Subsidiarity

Some of the functions of the NHS are best designed and delivered locally, whereas
others require the influence and impact that larger commissioning units can bring.
There is evidence [7] that matrix structwresin which different levels of a Primary Care
Organisation are vested with specific responsibilities for service commissioning can
be effective. In such a model, the planning and commissioning of extended primary
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care services, for example, would lie with PBC, the planning and commissioning of
locality wide services [like intermediate care] would rest with the local PCT and
council, and services requiring a wider population based pergpective [acute and
specialist services| may best be dealt with at a supra-PCT levels such as that proposed
for Teesside.

Ow view is that the guiding principle for commissioning should be that of
subsidiarity — activities are undertaken locally unless there are compelling reasons to
aggregate or centralise them. This approach encourages an explicit focus on the
relationship bet ween or ganisational form and function. It is amodel that makes sense
for a compact and distinctive unitary locality such as Hartlepool. The strengh of the
PCT lies in its links with the LSP and the local authority for the commissioning of
innovative locality wide services, and with both the local authority and GPs for the
planning and commissioning of sub-locality activity. This does leave the need for
federative commissioning with neighbouring PCTs for acute and specialist services.
Hartlepool PCT has good relationships with its neighbouing P CT's and is confident
that it can form robust commissioning relationships through a Tees wide PCT for
acute and specialist care, while retaining the strenghs that come from our
commitment to corporate strategic planningand ‘new localism’.

Financial Savings

We d not think it is realistic to deliver a 15% reduction in management and
administrative costs from within the PCT — to do so would put at risk the very
strengths that have been identified in this submission. However, we would make t wo
pointsabout such savings:

*  Ouw model will lead to future savings, but this will arise not so much from
merging with neighbouring PCTs as from cost sharing with the local authority;
*  Ou understanding is that the 15% can be gathered from across the SHA and

the other PCTs — it does not require each PCT to find the same level of
savin gs.

If Hartlepool is able to retain a coterminous future with HBC this ill leaves a
reduction in PCT numbers across the Durham and Tees Valley area from 10 to 3 —a
reduction big enough to generate 15% savings across the patch. In addition, the SHA
itself willno longer exist, further increasin gthe scope for saving. We would urge the
panel to take a view across Durham and Tees Valley rather than apply a rigid formula
to every case— the raison d’etre of our submission is that one size does not fit all.

Conclusion

We have examined the checklist contained in the HSM C Discussion Paper [8] and we
see a grong correlation bet ween the criteria laid out in Figure 5 and the case we have
presented in this submission. In respect of the DH criteria for assessing
reconfiguration, we believe the points made in this paper lead to the conclusion that a
stand alone Hartlepool PCT scores more highly on the criteria than the Tees PCT
proposal made by the Strategic Health Authority. Owur position is sunmarised in the
box below:
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CRITERIA TEES PCT HARTLEPOOL PCT | COMMENT

Secure high quality, safe Locally with

services \ \ Hartlepool partners;
in wider
arangements where
appropriat e

Improve health and Through LSP and

reduce inequalities X \ LAA

Improve the engagement Sustain obust and

of GPs and rollout of PBC X \ locally sensitive

with support relationships

Improve public PCT already locked

involvement X \ into  strong local
participative forums

Improve  commnissioning Mixed mode

and effective use of \ \ commissioning  and

resources subsidiarity

Manage financia balance Both options can

andrisk V \ deliver

Improve coordination Tees PCT cannot

with social services and X \/ deliverhere

local government

Ddliver 15% reduction in PCT cannot deliver

man agement and \ X this in isolation, but

ad ministrative costs

socope for cost sharing
with LA and ©Or

savings across the
SHA area
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Joint Scr utiny Co- ordinating C ommittee and Adult and Community Services and Health

LOCALITY PLUS

Hartlepool Borough Council’'s Health Scrutiny
Committee’s response to the County Durham and
Tees Valley Strategic Health  Authority’s
consultaton on new Primary Care Trust
arrangements in County Durham and the Tees

Valley:
Ensuring a patient-led NHS.
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Locality Plus

On 28 Juy 2005, Sir Nigel Crisp, Chief Executive of
the NHS, issued a palicy document, Commissioning a
Patient-Led NHS, in which he set out his views onthe
next steps in creating a patient led NHS. The
document bulds upon the NHS Improvement Plan
and Creating a Patient-Led NHS and is intended to
create a step change in the way services are
commissioned by fontine staff to refect patent
choices. The policy outines a progranme of reform
to improve healh services. It includes proposed
changes to the roles and functions of Pimary Care
Trusts (PCTs) and Strategic Hedth Authorities
(SHAs), whch will have implicaions Dr the
configuration of these organis ations.

Sr Nigel Crisp expects that PCT reconfigurations will
be completed by Ocbber 2006; SHA reconfiguration
will be completed by 2007, PCTs will divest
themselves of the mgority of therr provider functions
by December 2008, to support the introduction of
“‘contestability” (competiion) in sewice provision.
(The current position on provider functions seems to
be that PCTs wil be allowed to continue to directly
provide services so long as they prove through
market-testing that they are the most efficent,
effecive and economic providers.)

The first milestone related to the commissioning
functions of PCTs. SHAs were required to review
their local health economy’s abiity to deliver
commissioning objecives and submit plans to ensure
they are achieved (ncluding reconfiguration plans
where required) by 15 October 2005. County Durham
and Tees Valey SHA did not consider their review of
their loca health economy required them to consult
with local authorities at that stage.

The SHA submited its proposals for the
implementation of Commissioninga Patient Led NHS,
during October 2005, to an expert panel specifically
established by the Secretary of State to examine all
proposals. Their proposd, so far as Durham and the
Tees Valley was concerned, was for a single PCT for
Courty Durham and Darlington and a single PCT for
‘Teesside' through mergng the existing PCTs for
Hartepod, North Tees, Middlesbrough and
Langbaurgh.

Having received the advice of the expert panel, and
taking inb consideration representations from other
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interested parties, the Secretary of State infomed the
SHA that proposals for the reconfiguration of SHAs
and PCTs could go forward for consultation on the
bllowing basis:

» One option for a SHA for the Government
Office ofthe North East Region.
» Twooptions for PCTs:
0 Opton 1 - two PCTs, a County
Durham and Dalington PCT and a
Teesside PCT.
0 Option 2 - six PCTs, retaining the
fve Tees Valley unitary authority
PCTs and a single County Durham
PCT.

Sr Nigel Crisp has stipuated that proposals wil be
assessed against the following criteria

» Secure high quality, safe services;
* Improve health and reduce inequalities;
* mprove the engagement of GPs and

ollout of practice based commissioning
with demonstable practical support;

* mprove publc involvement;

e Improve commissioning and effective use
of resources;

* Management financia balance and risk;

* mprove co-ardinating wih sccial services
hrough greater congruence of PCT and
Local Government boundaries;

» Deliver at least 15% reduction in
management and administrativ e costs.

As a general principle, he sad “we will be looking to
reconfigured PCTs to have a clear relationship with
local authority social services boundaries”.

The SHA produced a fomal document, Consultation
on new Primary Care Trust arrangements in County
Durham and Tees Valley, which the Chief Executive
of the SHA presented to the Adult and Community
Services and Health Scrutiny Forum on 14 February
2006.

The consultation period commenced 14 December
205 with a completion date of 22 March 2006.

Thisis the formal response of Hartlepool Borough
Council’s Health Scrutiny Com mittee.
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SUMMARY

Hartepod Borough Courcil's Health  Scrutiny
Committee tharks the SHA for providing the
opportunity to comment wupon the possible
reconfiguration oflocal PCTs. Unfortunately however,
we helieve the consutation process is flawed for the
following reasons:

» The Secretary of State required the SHA to
consut on two options, the second of which
was to retain the five Tees Vadley unitary
authority PCTs. Thisis not the second option
presented for consultation by the SHA  Your
Option 2 is the retention of he bur ‘unitary’
PCT Boards and Professional Executive
Committees  (PECs), wih centralised
management and administration or the (now
defunct) Teesside area. It is also proposed
that management and administraion for
Darlington PCT, part of the Tees Valey City
Region, be centralised within the proposed
Courty Durham PCT.

» Your consultation document stakes: “There
has been previous experience of sharng
drector posts across two PCTs in the area
and this proved unworkable. The existing
PCT chief executive community does not
believe that it would be possibe to work
effectively in this way.”  This effectively
dsmisses your Option 2 as being a viable
option.

e The above comments from your consultation
document refer to management working
practces which would be the same under
both options. Consequently, i Option 2 is not
viable neither is Option 1, thus we have no
viable opions to consider.

We consider there is an over-emphasis on inancial
savings within the consultation document at the
experse of he other crteria particulary gven Sir
Nigel Crisp’s statement that “we wil be looking to
reconfigured PCTs to have a clear relationship with
local authority social services boundaries”.

The SHA should request that the Secretary of State
makes the North East a special case in so far as the
level of financial savings are concerned, so that the
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frue cotermincsity’ option she proposed for
consideration can be considered on a level playing
feld with other regions of the country. In other areas
of the country the concept of true cotermincsity has
been acceped, with savings beng made in PCTs
aher than those based upon uniry council
boundaries. The North Eastis unique in having such
a high proportion of unitary councils (10 out of16 PCT
aeas) that it might not be possible to achieve the
requred savings from the remaining areas.

The consultation document implies that Option 1 is
favoured over Option 2 in that it does not require
reductions in employ ee costs to achieve the £6 Milion
savings proposed. However, no dtemative options to
achieve that leve of saving have been considered.

eg.

o A Strategic Hedth Authority is no longer
necessary. The Government has centralis ed
regional  administration  for  planning,
ransporttion, housing, etc. wihin regonal
government offices, with some democratic
nput fom their regonal assemblies.
Strakgic health can be administered in the
same manner, with the North East acting as a
plot  What level of saving would this
gpproach ac hieve?

e How much will be saved if the Secretary of
State's proposed opion of true coterminosity
i5 implemented? Economies will be obtained
by meming local authoity and PCT
commissioning teams, wih management
being provided by the local authority and/or
jointappointmens.

» Sr Nigel Crisp's letter of 28 July 2005 states:
‘Under practice based commissionng GPs
will not be responsibe for placing or
managing contracts. That will be done by
PCTs on behalf of practice groups, with back
office  functions  includng  payment
administered by regional/national hubs.”
Back office savings have not beenincluded in
he consutation paper.

The assessment of the options against the required
criteria presented in your consultation document does
not include an assessment of Option 2 against the
improve commissioning and effective use of resources
criterion.
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Under our assessment of the Secretary of State’s
proposed opion of true coterminosity, itis shown to
be a relaively stronger option than either of those
assessed by the SHA.

The bllowing statement made in your Submission to
the Secretary of State, October 2005, is even more
relevant today given the proposas within the White
Paper Our Health, Our Care, Our Say for greater
integration of PCT and local authority commissioning
services:

“This option (Option 1) is contentious because of the
risks that we may nat be able to meet our partners’
needs for clbse working in vitd areas of senice
provision such as older people, children and people
with mental health problems and leaming difficulties,
o we may not be able to main a close and local
relationship with GPs and ather clinical and social
care staff in the community.”

Given the reasons set out above, Hartlepool
Borough Coundl’s Health Scrutiny Comm ittee
recommends and strongly urges the SHA to
recommend to the Secretary of State that she
authorises the implenentation of the true
coterminosity option for Hartlepool and the Tees
Valley. For the avoidance of doubt this requires
five PCTs based upon the five unitary authority
boundaries, each consisting of a Board, a PEC,
management and commissioning team s integrated
with those of their local authority, and where they
can be shown to be the most efficient and
effective providers, back office functions and
direct service provision.
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BACKGROUND

Hartlepod PCT commenced operation in April 2001
and was awarded 3star status in 2005 &k has a
coterminous boundary with the loca authority.
Hartlepod Borough Council has been given an
“excellent’ (now 4 star) Comprehensive Performance
Assessment (CPA) rating for each of the last 4 years.
The Locd Strategc Partrership, which is chared by
lain Wright MP with the May or as vice-chair, has been
gven the top rating by the Govemment Office for the
North East (GONE). Harlepool is therefore a high
performing ‘city state’, achievements of which the
town is proud and which should not be put at risk
without due consideration of the consequences.

The reconfiguration issue was discussed by
Hartlepod PCT Board on 6t October 2006, at which
the Board strongly indcated its “preference to
maintain a Hartlepool Primary Care Trust, which had
local ownership, addressing local needs and avoiding
the potentially damaging effect of organisational
change on staff”.

The ull Hartlepod Borough Council, at its meeting on
16 February 2006, resolved as follows:

» To support a continued Hartlepool PCT with a
management team based in Hartlepool
working closely with he Council and through
Hartlepod Partnership in order to minimise
management costs and increase local cortrol
over decisions about health services.

o That Scruiny Co-ardinating Committee s hould
establishwhether Opfon 2in the current SHA
consutation doc ument meets this objective.

» That Scrutiny should consider whether the SHA
consutation document treats Options 1 and 2
evenhandedly, as required by Ministers, in
expressing the unanimous view of PCT Chief
Executives that option 2 is “urworkabl€".

ltis clear, therefore, that there is strong support from
the main public secor bodies in Hartlepool for the
retenion of a ftrue coterminous relationship.
Moreover, the agencies are of the view that this is
dso the preference of the people of Hartlepool
themselves. It is within this context of strong local
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opinion that the future configuration of the local NHS
needs to be considered.

HARTLEPOOL

I is important to emphasise the distinctiveness of
Hartepod. The bwnis not arecent creation - the first
recorded setlement was at the Saxon Monastety in
640AD, and the first charer for the town was issued in
1145AD. The town as it is today has grown around the
natural haven that became its commercial port, and
aound which its heavy industrial base developed.
The areas vacated by heavy industly ae now
popuated by hgh qudity business feciliies and
exciing visitor attractions.

The Borough of Hartepool covers an area of over 36
square miles and has a population of around 90,000.
k is bounded to the east by the North Sea and
encompasses the main urban area of the town of
Hartepod and a rural hinterland containing the five
villages of Hart, Bwick, Dalton Piercy, Newton Bewley
and Greatham. The Borough comprises part of the
Tees Valley ‘city region’, formed by the five boroughs
of Darlington, Hartlepool, Middlesbrough, Redcar and
Cleveland, Stockton-on-Tees, and their hirterlands.

This geographicd distinctiveness of Hartlepool has
some mgor implications for Commissioning a Patient-
Led NHS. First, Harfepool is a compact, sustainable
setiement within which most of the needs of the
residents in terms of housing, employment, shopping
and leisure can be met. Secondly, this has resulted in
avery stongsense of belongng - a distinct sense of
civic pride.

The creation of Hartepool Borough Council in 1996
was a tangible and highly popular recognition of this
dstinctiveness, and a reaction to the unpopularity of
he former Cleveland County Courcil. It s worth
noting that both options upon which the SHA is
consulting would recreate these old Cleveand County
Courcil (previously Teesside) boundaries. As well as
acquiring unitary status, Hartlepool Borough Council
has also developed one of the few elected mayor
systems in the courtry, a highly successful
development which has reinforced a culture of civic
pride. The Barough dso has its own MP, lain Wright,
who plays a leading role in suppotting partners hip
working across the Borough.

Hartepod faces many problems asscociaed with
deprvation. The Engish Indices of Deprivation 2004
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rank Harlepool as being the 11t (concentration), 12"
(average score), 15t (exent) and 18t (average rank)
most deprived distict nationaly, and there are
multiple symptoms of social and economic decline
such as unemployment, crime and major health
issues. Prioity is atached to these issues through
the Hartlepool Partnership and, for example, through
the proposed spendng profile for neighbourhood
renewal funding inthe period © 2008.

The view wihin Hartlepool is that these problems
need to be, and are being tackled in partrership, and
is the reason why we have ttled this paper Locality
Plus. Healthis one of the mostimportant partrers.
Serving one of the most deprived areas in England,
Hartlepod PCT has been designatedas a Spearhead
PCT charged with delivering the public health targets
earlier than other areas, a task that can only be
ahieved through jont working with other local
partners.

ACHIEVEMENTS

Qur Locd Strategic Partnership (LSP)is known as the
Hartlepod Partnership. This key Boroughwide
strategic planning mechanism consists of anework of
partnerships and stautory, business, community and
voluntary sector partners workingin the bestinterests
of the residents o the Borough. It is afforded a very
high priority by its 40+ members and is chaired by the
town's MP, lain Wright with our elected Mayor as vice
chair. Hartlepool PCT is a core and vital member of
the Partnership.

Our Community Strategy provides the Partnership’s
vision for Hartlepool. It serves to:

» lring together the different parts of the public
sector and the private business, community
and voluntary sectors;

o operate at a level that enables strategic
decisions to be taken, while still close enough
to indvidual neighbourhoods to alow actions
tobedeterminedat alocd level;

» create strengthened, empowered, healthier
and safer communities.

The Strategy corsists of seven themes, each with a
Priority Am:

Jobs and the Economy
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Develop a more enterprising, vigorous and diverse
local economy that will attract investment, be glohally
competitve and creatt more employment
opportunities for local people.

Lifelong Leaming and Skils

Help all individuds, groups and organisations redise
heir ful potental, ensure the highest quality
opportunities in  educaton, lifdong learning and
training, and raise standards of attainment

Health and Care

Ensure access D the highest quality health, social
care and supportservices, and improve the health, life
and expectancy and wellbeing of the community .

Community Safety
Make Hartlepool a safer place by reducing crime,
dsorder and fear of crime.

Envionmentand Housing

Secure amore attractive and s ustainable environment
hat is safe, cleanand tidy; a good infrastucture; and
access togood quality and affordable housing.

Culture and Leisure
Ensure a wide range of good quality, afordable and
accessible leisure and cultura opportunities.

Strengthening C ommunities

Empower indviduals, groups and communities, and
increase the invovement of citizens in al decisions
hat affect their lives.

Athough Hedth and Care is the most evident way in
which health issues are integated into a wider
strategy, itis evidentthat all he themes impinge upon
he health and wellbeing of Hartlepod residents. The
Health and Care theme is the responsibility of the
Health & Care Strategy Group (H&SG), a mult-
agency group chaired by the Chief Executive of the
PCT, which seis the strategic drection for the
development and provision of health and care
services across all care groups. It oversees the work
of the planning groups, loca implementation teams
and partnership boards, and, through the Local
Delivery Plan, lirks to he community strategy and
other plans across the LSP. There are seven
planning groups hat feed intothe H&SCG:

» welfare towork (br people with disablities)

» supporting people
* mentl healthLIT
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* oderpersons NSFLIT

* healthinequdities

» learning dsabilites partnership board
» children and families planning group

This is a broad approach to health and wellbeing, and
one which encourages the PCT towark constructively
and effectively with key local parners. Currently the
PCT has two members on the H&SCG, alongside
membership from the various parts of the Borough
Courcil, the voluntary sector, police and probation,
and hospital trusts. The loss of the locally focused
PCT as a key patner would be of serious concern to
the other partners and more mportantly, make health
improvementfor he people of Hartlepool more difficult
toacheve

Qur track record of achievement within Hartlepool has
resulted in our being awarded a Llocd Aea
Agreement (LAA) wih ‘single pot™ status. Single pot
recognition has been based upon several factors:

» the unique geographic and organisational
crcumstances within the unitary authority
aea;

» the record of delivery by local agencies;

e an integrated strakgy based on clear

priorities;

* an elected Mayor and effective partnership
arangements;

e an accredited perbrmance management
framew ork.

The vision and expectation for the LAA is that it will
establish simplified and streamlined local governance
arangements in whch local agencies have the
freedom and flexibility to deliver ina manner that suits
local circumstances. Joint arangements are central
to this vision, and bath the Council and the PCT are
seeking ways to use the LAA to further refine joint
working and reinforce he communty and public
healthagenda Delivering the NHS Improvement Plan
[2005] refers to the relationship with loca authorities
as being crucial and states: “all PCTs need to play
strongly into LSPs and, where applicable, LAAS” (para
511). This has been precisely the straiegy for
Hartlepod PCT.

In the context of the public sector refarm agenda, the
Courcil and its partners have a longer-term aspiration
that the LAA wil provide a platiorm for developing
locality based governance with enhanced democratic
oversight of services in Hartlepod. The Council, PCT
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and other partners consider that the LAA will bring
significant opportunities © estabiish arrangemens in
which local agencies have the freedom and flex bility
D get on and deliver for the people of the town, and
health is a critica part of this opportunity. We are not
simply refeming here to tradiional Section 31
arangements, our ambition for a Localty Plus
gpproach stretches to every pat of the economic,
health and wellbeing agenda of the locality.

This unique opportunity to develop a locadlity-wide
single pot strategy amongst local partners will be
significantly undermired if a loca PCT is no longer
siting round the table. We intend to vigorously
purs Le the Next Steps agenda laid outin the Carolyn
Regan letter of 5 October 2005 and believe we are in
a very strong posiion to do so given the right
partnership configuration. ~ Within the Hartlepool
Partrership we are committed to working across
boundaries and we look to the SHA and Government
D encourage us in this mission.

h Hartlepoolwe understand that plans, stuctures and
processes ae driven by indviduals who meet
regularly, are committed to a local focus and have a
high degree of mutual trust and respect We have
several policy network forums, involving both elected
representatives and senior officers, with PCT
nvolvement:

» The Foresight Group is an informal meeting
which origindly comprised the PCT CEO, the
Cabinet member with the portfolio for Social
Services, and the Director of Social Services.
t now includes the Cahinet members with
responsihility for Children and Adult services,
he Drectors for Children’s Services and Adult
and Community Services and the Assistant
Drector for Adult Care. The purpose of the
goup is to look at the stategic development
of healthand social care across Hartlepod.

« The PCT Management Team and the
Courcil's Adult and Community Services
Department Management Team  meet
regularly as a Joint Directorate.

e The Cahinet of Hartlepool BC and the Board
of the PCT meet as he Joint Forum to
dscuss shared concerns, priorites and new
policy dev elopments.

HARTLEPOOL BOROUGH COUNCIL
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The Courcil firmly beiieves that the loss ofthe current,
coterminous Hartiepool PCT wil seriously weaken
these important mechanisms and reduce significantly
future opportunities to develop increased democratic
accountabilites. The next phase of our governance
agenda is to develop more formal arangements to
underpin our relationship, and this will be difiicult to
achieve under either option as the both invdve the
creation of a Teesside PCT.

These networks have already had an impact wih a
commitment to exploring the scope for joint
gopointments.  The two statutory agencies already
have a jointly appointed, managed and funded
Drector of Public Health, as well as a joint Head of
Mental Health and two joint commissioning posts for
learning disahility and mental health services. We are
currently considering a joint appaintment at assistant
drector level, for adult healh and social care, and
intend to explore further opportunities for joint
appointments and collaborative working, in relation to
support arrangements as well as commissioning
requirements.

Athough our achievements in Hartlepool have been
substantid, we have no intention of lessening the
pace of change. The main vision and blueprint for the
future is the ‘Vision for Care™ agenda that has been
developed jointly by the PCT and Borough Counci on
behalf of the H&CSG of the Hartlepod Partnership. It
has beenendorsed by the Board of the PCT, Borough
Courcil Cabinet and the Hartiepool Partnership. A
fundamental element of the vision is he deveopment
of multidisciplinary, mult-agency teams working
together, focusing on a whole person’s needs, sharing
information and budgets, and using the same sy stems
and procedures. Vision for Care has beengiven high
priority by al of the partners involved, with a large
amount of management tme dedicated to ensuring its
implementation. The PCT has investedin a Director of
Partrerships, Vision for Care, whois working with the
partners o drive he policy forward.

Notwithstanding the uncertainty about the current
provider activiies of PCTs, the drive for multi-
dsciplinary working will sill need © be addressed and
commissioned. Gven the pending shortage of
community nurses, we see an integrated workforce
goproach as an essential part of the future equation,
and this implies a closer relationship with social care
and the wider local authority. Indeed, this seems to
be the conclusion reached by the Department of
Healh. The recent publicaion ‘A Workforce
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Response to LD Ps: A Challenge for NHS Boards™ has
asked NHS Boards to improve the integration of
health and social care staff, and develop strategies for
redesigning staff roles to counter staff shortages in
community nursing.

The announcement by the Secrefary of State late last
year that “district nurses, heath visitors and other staff
celivering clinical services wil continue to be
employed by their PCT unless and until the PCT
decides atherwise” suggests it is still possible for the
PCT and Council to continue plans for integrated
community Eams. In Hartepool we dready have
integrated teams for mental health services, leaming
dsability services, intermediate care, Sure Start and
he youh offending team. However, our plans for
mult-disciplinary working go far beyond his. We are
panning to develop ‘primary cae centres’ in
neighbourhoods where people wil be able to access a
wide range of sewices including GPs, nurses,
herapists, socid workers, home carers, advice
workers, some specialist services and shops and
keisure facilites. The PCT has identified four natural
communities across the town that are coterminous
with social services older people’s teams and the
Courcil's Neighbourhood Forum areas.

The social care Green Paper, Independence,
Wellbeing and Choice emphasised the need for
nnovative approaches © meeting lcal need, and
singled out he Connected Care model as one that
Government wished to see developed. In Hartlepool
we are dready developing a Connected Care model.
Following a visit to the Owbn area of the town by
officials from DH, ODPM and Tuming Point,
agreement was reached to sponsor a pilot project in
Owton, and we intend to engage other Hartiepool
communies in  simila ways to infom the
commissioning and delivery of sewvices.

This mockl is intended to address the broader aspects
o care for people, including hose with complex
needs, and a key feature is the provision of bespoke
personalised care. Partnering is antcipated between
socid care providers, he police, courts, housing,
employment and hedth, and the model is organised
aound several common principles:

 single point of entry

* commonassessment

» shared information

* managed transitions between services

HARTLEPOOL BOROUGH COUNCIL
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e co-location of health, social care and
volurtary services

» round the clock support

The pilotis not only relevant to the White Paper Our
Healh, Qur Care, Our Say, but also to Choosing
Healh and Supporting People. It constitutes an
excelent example of partnership working across a
compact and coterminous locaity. We are not
convinced that this sort of innovation woud flourish if
the PCT was outside of the local governance
arangements. Itis at ths neighbourhood level that
coterminosity of loca partners has strenghs that
could not realistically be sustained by a more distant
partner. The neighbourhood is the critcal level at
which people engage, and at which change is
celivered on the ground. The Government's fve year
strategy on sustainable communities states that:

“Neighbourhoods are the areas which people idertify
with most, the places where they live, work and relax..
We intend to put more power in the hands of local
people and communities to shape their
neighbourhoods and the services they rely on -
includng housing, schools, health, policing and
community safety’.

Central to the Government’s subs equent proposals for
more neighbourhood engagement is the desire to
develop responsive and customer-focused public
services wih opportunities for communities to
influence and improve the delivery of public services.
Crucial to this vision is the need for bodies operating
a neighbourhood level to have effecive partners hips
between one another. Sometimes they are tackling
the same or simiar problems, even dealing with the
same people, without knowingit. Itis this recognition
that underpins the Governments Together We Can
strategy which identifies three essentid ways of
neighbourhood working:

» tive citizens: people with the motivation,
skills and confidence to speak up for heir
communities and say what improvements are
needed;

» strengthened communities: community groups
with the capabilty and resources to hring
people together towark out shared solutions;

o partnership with public bodies: public bodes
willing and able towark as partners with local
people.

This is aninnov ative and c hallenging agenda to which
Hartepod Council and PCT are fully committed and
one we believe woud be a risk shoud he PCT
inctions be subsumed withina larger Tees PCT.

We helieve the stengths of the stand alone Hartlepool
PCT wil be dfficult to replace by a locality
arangement made by a distant Teesside PCT, as
proposed under boh options in your consultation
document.

We hav e already demonstrated that Hartlepool PCT is
an embedded partner at strategc level through the
Hartepod Partnership and at neighbourhood level.
Al ae agreed that coterminosity between local
autharity and PCT boundaries is important, but it
seems to be more important to some than others.
Commissioning a Patient Led NHS (CPLNHS) notes
hat “As a general prirciple we will be looking to
reconfigured PCTS to have a clear relationship with
local authority sccial setvices boundaries; this does
not needto meana rigid 1: 1 coteminasity”.

Your consutation document acknowledges the
cotemincsity  principle, but in  practce has
dsregarded it in favour of wha you believe is a
stronger commissioning function. Not al SHAs take
such a line. The Cumbria and Lancashire SHA
submission © the Secretary of State, for example,
describes the coterminosity principle as “fundamental
and mmutable”, and goes on to propose the retention
of coterminosity for Blackpool PCT and Blackburn with
Darwen PCT. Smiarly, the South Yorkshire SHA
submission rejects the concept of a South Yorkshire
PCT in favour of 4 PCTs coterminous with the 4 local
authorities.

k is vital to emphasise that your proposals for
Hartepod and Teesside woud leave us with a large
PCT having no coteminasity with any local authority.
This is not in the best interests of the hedth and
wellbeing of the residents of Hartlepool.

The White Paper Our Health, Our Care, Our Say is
expected to kead to more diverse community services
providing ealier intervention and dagnosis, better
support for people with long-term conditions, more
day case procedures, and more effectve care for
people discharged from hospital We have
demonstrated through such initiatives as our highly
acclamed Connected Care modéd, that the Hartiepool
partners are already at an advanced stage in this
respect, and the PCT is keen to work withits partners
D develop the emerging out of hospital agenda
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Around 80% of the commissioning resources of the
PCT are health focused and commissioned with other
PCTs, whilst 20% has a jont NHSlocal authority
commissioning approach, an important contribution
whichwe wish to see increased. We are now working
together in developing person centred services roated
in a preventve model. It is crucial that this work
continues and we believe a Harflepool PCT is best
placed tocarry it brward.

The PCT is supportive of the shift to Practice Based
Commissioning (PBC), and our view is that it is vital
that the close understanding and trust between the
PCT and GP constituency is sustaned during this
important phase of change. The PCT PEC is aso
anxious that alocal PCT remainsin existencein order
to delivera locally sensitive shift to PBC, and there is
concern that loca understandings and netwarks will
be lost in a wider configuration. The PCT has a sound
relations hip with local clinicians and itis important that
ths &5 not put in jeopardy by unsutable strucural
change.

It is mportant in all of this to remember hat the end
product of PBC needs to be improvements in services
for patients, PBC is not an end in itself. These
improvements will be in new community based
services, and ensuring that PBC s an integrd part of
the commissioning cycle that involves other players,
partners and members of the public. Ineffect then, the
issue for PBC is the way s in which it engages with the
wider Hartlepool agenda such that it can properly
shape referra patterns into secondary care and into
community based sewvices. A Hartlepool PCT is the
vehicle for ensuring this happens.

There wil also need to be sufficient local fiexibility to
deal with differing local needs and the capacity and
willingness of GPs to engage with the PBC agenda.
This is especially true in Hartlepool, where dthough
there is agreement © work on a single town wide
commissioning group, many of the practices are
currently unsutable for practice developmentand the
provision of a wider range of services. We believe
there is still an important role here for a PCT that is
coterminous with both the locad authonty and the PBC
govemance forum. This role would consist of:

e ating as the puchasing agent. negotiating
and monitoring contracts;

» performance managing the town wide
commissioning group, ensuring local and
national targets are met and financial balance
achieved;

e ensuring appropriate access to public health
and service improvement ex pertise;

» providing support to the commissioning group.

One of the criteria by which reconfiguration proposals
will be judged is the ability to engage with theroll out
of Payment By Resuts (PBR). We understand that
PCTs wil face risks under this regime since they wil
be committed to paying for work at a natonally set
price, but will have only limted infuence over
volumes. On the ather hand PCTs will have an
incenive to manage demand for acute sewices in
order to reduce unnecessary admissions, and to
cevelop appropriate community based alternatives to
hospital. It is in these o respects that our PCT’s
relations hip with its caterminous partners is crucial, for
PBR will not, onits own, encourage the provision of
care in amore appropriate setting, this will only come
through a strong local partnership committed to
service redesign.

Demand management has akeady beenidentified as
a top priority in the Loca Delivery Plan (LDP) of the
PCT for 20056 —2007/8. The intoduction of practice
based commissioning wil also intoduce incentives to
manage the demand for hos pital activity and develop
community based services, but it is through a
constellation of local partners, PCT, GPs and the local
autharity, that this can become a reality. The LDP
recognises the need © strengthen primary and
community services in order to reduce reiance upon
secondary care, but aso states that “Partnership work
i5 essential to achievement, many of the tarmgets
cannot be achieved without a multi-agency approach”.

OPTION ASSESSMENT

Option 2 in your consultation document is based on
he premise that a PCT merely comsiss of a PCT
Board and its Professiond Execuive Committee
(PEC), but clealy this camot be correct as any
definition of a PCT must include is employees. Whilst
your incredibly narrow definition enahbles you to claim
you are consulting upon o options, in practce there
is only one option dressed up a two. As a
consequence we consider the cons ultation process to
be flawed

The consultaton document states for Option 2:

‘There has been previous experience of sharing
drector posts across two PCTs in the area and this
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proved unworkable. The existing PCT chief executive
community does not believe that it would be possible
to work effectively in this way.”  This statement
effecively dismisses Option 2 as beingviable.

However, the commens relate to management
working practices which woud be the same under
both options. Therefore if Option 2 is unworkable, so
is Option 1, thus we have no workable option to
consider. The consultation process is flawed.

The four Teesside PCT Boards proposed under
Option 2will be responsible and accountable for heir
own actions, but how will they be held to account for
the financial consequences of their decisions if
management arrangements are pooled?  For
example, if Hartlepool’'s Board makes decisions,
whichresults in them incuring a financial deficit, will it
be picked up by the other partners? If so, how will
Hartlepod's Board be held to account?

Sr Nigel Crisp requires £250 million of savings in
overhead costs across the country. The SHA state
this equates to £6 million for County Durham and the
Tees Valley. You consultation documentimplies that
Option 1is favoured over Option 2 in that it does not
require reductions in employee costs to achieve the
£6 Million savings proposed. However, no alternative
options to achieve that leve of saving have been
considered, e.g.

o A Stategic Hedth Authority is no longer
necessary. The Government has
“centralised” regional administration  for
planning, transportation, housing, etc. within
regional government offices, with some
democraic  input from ther regional
assemblies. Strakgic health can be
aministered in he same manner, with the
North East acting as a pilot.  What leve of
saving would this approach achieve?

e How much will be saved if he Secretary of
State's proposed option of true coterminosity
(ive complete PCTs on coterminous
boundaries with he five unitary authorities of
the Tees Valley) is implemented? Economies
will be obtained by merging local authority
and PCT commissionng teams, with
management being provided by the local
autharity andfor jaint appaintments.

o Sr Nigel Crisp's letter of 28 July 2005 states:
‘Under practice based commissionng GPs
will not be responsibe for placing or
managing contracts. That will be done by
PCTs on behalf of practice groups, with back
office  functions  includng  payment
administered by regional/national hubs.”
Back office savings have not beenincluded in
he consutaton paper.

The £6 Million saving requirement could be fulilled
tirough a combinaion of savings from te true
cotemincsity opion, integration of the SHA within the
Government Office for the North East, and back office
savings as y et not costed.

Aternatively, the SHA could request that the
Secretary of State makes the North East a special
case in so fr as the level of financial savings are
concerned, in order that the true coterminosity option
she proposed can be considered on a level playing
feld with other regions of the country. In other areas
of the country the concept of true cotermingsity has
been acceped, with savings beng made in PCTs
ather than those based upon uniary council
boundaries. The North Eastis unique in having such
a high proportion of unitary councils (10 out of16 PCT
aeas) that the required savings can not be made
within the remaining areas.

Your October 2005 submission to the Secretary of
State and your consultaion document include
assessments of Option 1and Opion 2 (although there
5 no assessment of Option 2 against the improve
commissioning and effectve use of resouces
criterion), but contains no assessment of the true
cotemincsity option requested by he Secretary of
State.  Consequently, we set out below our
assessment of ftrue cotemincsity against your
assessments.

1 Secure high quality, safe services

There is no evidence to suggest that PCTs are unable
D commission safely. Mich of the qualty and safety
issue relies on the way providers deliver services, and that

is their own responsibiity. The NHS has many audit and
quality frameworks for which SHAs are accountable, rather

han PCTs. The inference from the consultation
document and the presentation of it is that safety
concerns are more about the lack of resource in the
aute provider sector and not the commissioning
agercies. Further integraion with Council
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commissioning services should produce more efficient
and effective commissioning.

2 Improve health and reduce inequalities

It is recognised nationdly that good partnership
working across public sector agencies within loc alities
is essential in reducing hedth inequalties. True
cotermincsity with integrated commissioning  will
enhance partnership working.  Your consultation
options have the potential to damage past achieve ment
and hinder future progress.

3 Improve the engagement of GPs and rollout
practice based commissioning with dem onstrable
practice support

The consultation document recognises good
arangements curently exist and therefore will
continue with tue coterminosiy. The fact you
recognise that the larger PCTs you propose would
have to set up local arangements to attempt to
preserve relationships, suggests loca arrangements
such as ours, are theided.

4. Improve public involvement

The consultation document recognises these have
been substantial improvements in public invovement
overthe past3 or4 years. A moreremote PCT would
loose these benefits, whereas true coterminosity will
provide the platform on whichto build.

5 Improve commissioning and effective use of
resources

Surprisingly, given the imporiance of this crierion to
NHS management, there is no reference to it in the
consutation document. The SHA submission to
Government staes that the current system of 16
PCTs across he North East with ther own
commissioning teams led by directas of
commissioning and/or performance ties up too much
fnance and makes capacity dfficut to maintain.
However, it then goes on to relae ths capacity
poblem soldy to the commissioning of acute
services.

It seems that this concentraton on acute
commissioning s being dlowed to jeopardse
longstandng and  effecve  commissioning
arangements wih local authorities across the range
of services for vulnerable people.  There is no
evidence to support the SHA view that larger PCTs

can influence the acute commissionng agenda to a
greater extent than the present stucture, whilst at the
same time working with local authorities on joint
commissioning of non acute hedth and social care

Services.

The effectiveness of commissioning of acute services
i not necessarily as a consequence of the size of the
PCT. Itis more likey © depend on the degree of
celegation gven to PCTs. True coterminosity with
geater integraton of PCT and local authority
commissioning teams wil improve the efficiency and
effectiveness of those non acute services.

6. Manage financial balan ce and risk

There is no evidence to support the SHAs contention
hat larger PCTs havea greaker ability to avoid or deal
with finarcial dificulties. Indeed, there are concerns
hat measures taken within a larger PCT to alleviate
overspending might result in unfarr allocation of funds
across existing PCT communities. Financial balance
5 heavily dependant upon Government pdicy and
national decisionmaking. Whilst true coterminosity is
unlikely © improve upon the current risk of finarcial
imbalance, equaly, there is no evidence of larger
PCTs sodoing.

7. Improved co-ordination with Social Services
and other local authority services through greater

ocongruence of PCT and loca government
boundaries

Only true coterminosity will fulfil this criterion.

SUMMARY

Criteria 1 2 True
1 v X 4
2 4 X v
3 X X v
4 X 4 4
5 v X v
6 v v X
7 X X v

(NB the crosses andticks are relatve measures.)
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*  Assessment taken from SHA submission to Government,

?Ctzggszsﬁsnttakenfrom curment SHA Consultaion document True Coterminosity
Do 2005 True cotermincsity with greater integration of

PCT and locd authority management and

commissioning teams s the best fit with the
criteria laid down by Government.

CONCLUSIONS

Option 1
We agree with your comment (SHA Submission
to Government, October 2005) that

“This option is contentious because of the risks
that we may na be able to meet our partners’
needs for close working in vital areas of senice
provision such as older people children and
people with mental health problems and learning
difficulties, or we may not be able to man a

close and “local” relationship with GPs and other
clincal and social care staff in the community.”

We consider this opion not to be viable.

Option 2

Risks ae simiar to Option 1 although the
consultation document is written in @ manner
which suggests the risks are even greater under
Option 2 consequently we consider this option
to be less viable than Option 1.

06.09.29Jnt SCC & A&CS&HSF - 8.1 Hartlepool PCT Management Ap pendix2
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DH ) Department
\_ ’ of Health

gﬂh\;f H':'f'-fme Richmand Hotne
Exec 79 Wehitabull
County Durhiam and Tees Vallay SHA tondoa
Riverside House SWTA 2N
The Walerfront

Tl 020 7210 20
Hawbumn Durect Line: 020 7210
Newcastie-upon-Tyne
MNE15 8NY

™ 16 May 2006
Giateway reforonce: 6550

Dx':-"" th“i

Commissioning & Palieni-Led NHS: Primary Care Trusts

Thank you for your hard work over the kast few months and your report on the
outcome of the local consultations.,

| know that this has been a lesting and difficult time for you and your staff and |
wanted 1o put on record my thanks for the strong leadership you have shown in
soeing this through.

The Secretary of State has carefully considared the proposals made by the SHA,
n}mgmmmmmmm Fanal. Sho has listencd carafully and noted the
views of & range of local stakeholders and, on balance, has decided that the future
oonfiguration of PCTs within your area should bo az col out bolow:

County Durham PCT,
Darlington PCT,
Stockton-on-Teas PCT,
Harllopood PCT,
Middlesbrough PCT, and
Redcar and Cleveland PCT.

The Secretary of State’s dedsion 1o astablish the new PCTs is made on the basis
that they and the new SHAs will be subject 1o the following conditions:

# Al PCTs must retain and build on current partnership amangements, including
Local Area Agreemants already established In partnership with local autharities.
They should also consider the use of joint appointments with local suthorities
where appropriate.

= A strong locality focus must be retained, and where necessary, locality structures
should be put in place. Funding plans 1o reduce haaith inequalities and address
povarty in socially and ceonomically deprived areas such as Easinglon and
Chester-le-Street must be maintained and PCTs should ensure patient and public
involvemant and Practice Based Commissioning arrangements ara maintained
and Improved.

06.09.29 IJnt SCC & A&CS&HSF - 81 Hartlepool PCT Managemert Appendix 3
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QH Department
of Health

= Al PCTs must also defiver thelr share ol the 15% management cost savings,

strengthen commissioning and ensure robust management of finandial balance
and risk. '

s The SHA should eonsider whether shared management teams would benelit
PLTs in meating these crileria. The Depariment would be very supportive of
plans for joint management teams where you believe that 1o be the best solution.

= Where joint management teams are proposed, the SHA should also consider
shared PEC amangements and how finical time spent on corporate business
could be minimised, alowing them o focus instead on service redasign, bringing
benafit 1o patients in their locality,

= Where recommendations wers made in the consultation reports setting out
conditions thal should be applied to the new confiquration, the new PCTs and
SHAs should consider those conditions and detarmine how they shoukd ba taken
forwnrd and monitored.

| attach maps and tables which show the cument and future PGT configuration in
each SHA and nationally. Our aim, as you know, is for the new PCTs to be
astablished on 1 October 2006,

Ambulance Trust Configuration

We have now considerad the feedback recetved on the consultation on ambutance
trust configuration. | am pleased to be able to tell you that the Secretary of State has
egroad that from 1 July 2006 thers will be 12 ambulance trusts in England, with a
mova 1o reduce to 11 trusts later. Feedback from most arcas did not indicate any
significant reasons 1o change our onginal proposals.  However, in a few areas we
have responded 1o conoems by modifying the detail of the configuration. Full details
of the final configuration is set out in the endlosed map and table.

Some concem was raised in the consultation that local responsiveness and flexdbility
could be lost through having larger trusts. The Secrctary of State has therefore
decided that ambulance trusts will be required to ensure that their services are
meating the needs of all localitios and populations within thedr boundaries. A direction
to this effect will ba issuad to the new trusts af the time of establishment.

An anncuncement will be made this week on the designate Chairs and designate
Chial Exacutives of the new ambulance trusts,

ou will wish to be aware that Loed Wamer has today written to MPs of all English

conafifuencies 1o set out the future PCT and ambulanos tnes! configurations and
enciosing a copy of this lettor,

06.09.29 IJnt SCC & A&CS&HSF - 81 Hartlepool PCT Managemert Appendix 3
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DH ) Department
of Health

I have also written to the Govemment Offices for the Regions to inform them of the
naw configurations. | would be grateful if you could communicate thess decisions 1o
your other local stakeholdars, with immediate efiect, in particular 1o thoss Jocal
authorities that have social services responsibilifies,

Yoy o,

HUGH TAYLOR
ACTING PERMANENT SECRETARY

cc.  Chalr, County Durham and Tees Valley SHA,
Chial Executive Designate, Morth East SHA
Chair Designate, Morth East SHA
Chisf Executives, Local PCTs
Chairs, Local PCTs
Local MPs

06.09.29 IJnt SCC & A&CS&HSF - 81 Hartlepool PCT Managemert Appendix 3
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Primary Care Trust Configurations
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England
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e
Northumberland, Tyne and Wear m

Strategic Health Authority

Riverside House

The Waterfront
Golderest Way
MNewbum Riversids
Newcastle upon Tyne
NE15 BNY

Reception: 0191 2106400
Fax: 0191 210 6401

DF/LB/LTR851 Direct line: 0191 2106410
Email: lydia.bullivant@ntwsha.nhs.uk
23 May 2006

“To: Al Local NHS PCT Chief Executives

Co: All Local NHS Trust Chief Executives
All Local NHS Trust Chairs
All Local NHS PCT Chairs

Dear Colleague
Commissioning a Patient-Led NHS: Primary Care Trusts

Following Hugh Taylor's letter of 16 May 2006 and the meeting with Chairs and
Chief Executives on 18 May 2006, we are writing to set out the next steps to develop
effective management arrangements for Primary Care Trusts in North East England.

We would ask each Primary Care Trust Chief Executive to now consider the
conditions set out in Hugh Taylor's letter and to work with Chief Executives within
their cluster to begin to identify the shared management arrangements that will
deliver Primary Care Trusts that are fit for purpose for the future. Given the 15%
management savings that are required of each individual PCT, we are keen to
receive the new principles you would propose for your cluster in relation to:
« streamlined governance arrangements;
the integration of corporate and managerial functions across Primary Care
Trusts;
» strengthened commissioning functions, including practice based
commissioning; '
« maintaining a locality focus and continuing to develop the health improvement
agenda,

In relation to all of these areas you will need to ensure that your initial cluster
discussions address the need to:
« deliver the 15% management cost saving in each PCT and in each cluster;
= minimise duplication as far as possible;
» demonstrate maximum efficiency;

3

wew ntwha.nhs.uk £ Syfse  PeterDCarr CBEDL  David Flory
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= make effective use of scarce skills and the management capacity availahle

within the given resources:
* support effective partnership working with many stakeholders:

* establish strong primary care organisations which will be fit for purpose for the

future.

We look forward to receiving your initial submission by Monday 5™ June 2008, In

some clusters, you may wish to provide a range of options with an identified

preferred option.

Itis the responsibility of the Stralegic Health Authority to ensure that effective
North East
rrently being

managerial arrangements are in place for the Primary Care Trusts in
England. We will consider your initial submissions along with work cu

undertaken at the SHA so that optimum managerial arrangements can be put in
Place across the North East as soon as is practical. We will, of course, continue to

discuss these arrangements with you as they develop.

Yours sincerely

ety D83

‘David Flory Karen Straughair

Chief Executive Chief Operating Officer
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County Durham and Tees Valley

Srategic Healtis sothorigy
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Teesdale House
Westpoint Road

Thornaby
Stockton on Tees
TS17 BBL
Direct line: 0191 210 8410 Tel: 01642 GEETO0
Reaf: MCisf Fax: 01642 BEGTO1
30 May 2006 S
Mr Paul Walker '
Chvef Executive
Hartlepool Borgugh Council
Civic Cenlra .
Vieloria Road
Harllepool
TS24 BAY L /
Dear Mr Walker Ty o

| thought that it would be helpful ta write with an culline of the process undenwvay in
the region to reorganise the SHAs and PCTs in line with the intentions sol aut in
‘Ensuring a Patient Lad NHS',

The new region-wide SHA will take over from the two axisting SHA's on 1 July.

The Appointments Commission is currently ca nsidering the applications for non-
execulive positions on the board of the new Authority. The recruitment of an
executive team s underway. We confidently expect the new SHA to be In place on
the 1 July.

In line with the government's election Manifesto commitment to save from the
recrganisation, an annual £250 million nationally in management costs, the region
has to reduce its management expenditura by E14 million. Merging the two SHAs
will save £4 million, mainly through staff reduction. This is a sensitive process in
which there will be an atternpt to build individual ataff preferences inbo tha
dacisions,

Following the Secretary of State's announcement on PCT recon figuration we will
have twelve PCTs in the region. The twelve have 1o reduce managerant
expanditure by £10 millicn and we have asked tha existing PCTs to demanstrate
haw they would cut management expenditure by 15% without impacting on service
delivery. They will provide responses by 5 June. In line with the conditions lafd
down by the Sacretary of State, the PCTs have been asked to considar whether
shared managemant arrangements would banefit the PCTs in meeting the new
criteria for enhancing PCT parformancea.

wienw Cdivha.nhs,uk Plichael Cardew David Flory
Acling Chairman Chief Exacutive



No decisions at this stage, have been made on the ways in which expenditures can
be reduced — but it is unrealistic to believe that a £10 million cut by PCTs can be
achieved without a reduction in management jobs.

The Appointments Commission has advertised nationaliy for Chair appointments in
all PCTs. It is currently advertising the appointment of non-executive board
members . Where the PCT configuration remains unchanged a new PCT is
nonetheless established on 1 October and has a new functional relationship in the
system,

| would emphasise that, once we are through the regrganisation phase, the £14
millien regional savings on management costs will go into front line healthcare in
the region to the direct benefit of North East patients.

There is a great confidence here that, whilst the reorganisation is difficult, the new
structures offer a real opportunity to take the North East healthcare system forward
in a substantial way. We measure our success in a number of ways including how
speedy, efieclive and sensitive are the parts of the system in responding 1o patient
needs. We believe the new structures will enable us to maintain and increase the
continuous improvement wa have achieved in the past four years.

Yours sincerely

REENEREA \\NERN

Peter D Carr Michael Cardew

Chair Chair

Northumberland, Tyne & Wear SHA Co Durham & Tees Valley SHA
www.cdivha, nhs.uk Michael Cardew David Flary

Acting Chairman Chief Executive
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BOARD /SUB COMMITTEE ARRANGEMENTS
HPCT NTtPCT MPCT R&C PCT
Board Board «—t — > Board Board
PEC X1
North of T - - PEC
(North of Tees) Tees wide Sub Committees (South of Tees)
Audit Committees i ;
o Rem unera'Flon & Terms of Service Audit Committees
Committee (one for Tees) X2

Joint Strategic Planning &
Commissioning Committee

Each Board will develop relevant partnership arrangements with its coterminous LA as appropriate but as a minimum will
ensure appropriate senior involvement at LSP, Children’s Trust and a range of other Partnership Boards.

W:CSword\Democratic Services\SCRUTINY FORUMS+SCRUTCOORD CTTEE\SCRUTCOORD CTTEE\Reports\Reports - 2006-2007\06.09.29\06.09.29 Jnt SCC & A&CS&HSF -
8.1 Hartlepool PCT Management Appendix 6-8.doc
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North of Tees
CE

TEES MANAGEMENT ARRANGEMENTS

Teeswide Directorates
Commissioning *

North of Tees Directorates
Finance

Planning / Perf Mgt / Integrated
Healthcare Gowernance (IHG)
Provider Services

Medical Director (PT)

Functions

Health Improvement }Teeswide

Joint Commissioning Links

Public Health
Director of Nursing Services

Functions

HR / Organisational Development /
Learning & Dewt/ Ed & Training
LT

IM/Intelligence

South of Tees
CE

8.1

Appendix 7

South of Tees Directorates
Finance

Planning / Perf Mgt/ IHG
Provider Senvces

Medical Director (PT)
Functions

Health Improvement

Joint Management Team Meetings

Notes

The future commissioning role in PCT s needs dgnificant development and strengthening to become “fit for purpose’.

A Tees wide

approach will enable the mog effective use of skills and resources to be made on behalf of all 4 PCTs. This funcdion will include
contract negotiations (increasingly legally enforceable), supply side management, capacity planning, monitoring of dinical outcomes
and clinical effectiveness of snices, performance management of providers. The team will work closly with Public Health and
Practice Based Commissioning utilisng Health Needs Assessment to better inform commissioning decisons. The links with PBC
Groups will be essential as PBC will be locally based, focussing on needs and how to meet them and the resultsreflected in service
contracts negotiated by the Commissioning Team. The links with Local Authority colleagueswill al©o be essential. The scopeisto be
confirmed, but is likely to include Acute Senices, Tier 3 and 4 Mental Health Services, Primary Care and Community Services. The

workof the Directorate will be overseen by the Joint Strategic Planning & Commissioning Committee, on behalfof 4 PCT s.
W:\CSword\De mocratic Servces\SCRUTINY FORUMS+SCRUTCOORD CTTEE\SCRUTCOORD CTTEE\Reports\Reparts - 2006-2007\06.09.2906.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool

PCT ManagementA ppendix6-8.doc



Joint Scrutiny Co- ardinating Committee and Adult and Community Services andHedth Scrutiny Forum —29.09.06 Q1

Appendix 8
HARTLEPOOL - LOCAL MANAGEMENT ARRANGEMENTS
Service Health Commissioning
Associate Associate . Associate : Hegd_of_ Hegd .Of .
Director / Director/ Director of Public Comm|§5|on|ng Commissioning
Head of Head of Health / Hedth - Children - Adults
Adult Childrens Improvement
Servces Senvces

Practice Based Commissioning
Group

N otes

*Consideration to be given to the further development of Integrated Managementand possible Joint posts with HBC
*Specialist support will be provided to thes e staff/functions from North of Tees and Teeswide teams, including information
and analysis, perfomance management, HR, comm unications, finance, etc

*Scope of ‘Joint Commissioning’ posts to be determined butwillinclude areas such as drug and alcohol, LITs, Tiers 1 & 2
Mental Health, Pathways of Care, Continuing Care, Demand Management and will need to work veryclosely with PBC
Group and the Tees wide Commissioning Directorate

W:\CSword\Democratic Servces\SCRUTINY FORUMS+SCRUTCOORD CTTEE\SCRUTCOORD CTTEE\Reports\Reparts - 2006-2007\06.09.2906.09.29 Jnt SCC & A&CS&HSF - 8.1 Hartlepool
PCT ManagementA ppendix6-8.doc
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JOINT SCRUTINY CO-ORDINATING

COMMITTEE AND ADULT AND COMMUNITY
SERVICES AND HEALTH SCRUTINY FORUM

REPORT

29 September 2006

Report of: Scrutiny Support Officer

Subject: Hartlepool PCT: Consultation on Proposed

Management Arangem ents.

1.1

2.1

2.2

3.1

PURP OSE OF REPORT

To provide Members w ith a copy of Hartlepool PCT’s consultation doc ument
in relation to the proposed management structure.

BACKGROUND INFORMATION

Members of the Adult and Community Services and Healkh Scrutiny Forum
a their meeting on 19 September 2006 received a comprehensive
presentation from representatives of Hartlepool PCT and areport in relation
to the proposed management arrangements.

As the consultation is being undertaken within a limited time period and the
relative importance of the issue under consideration Members of the Forum
agreed in conjunctionw ith the Chair of Scrutiny Co-ordinating Committee to
hold a further Joint Scrutiny Co-ordinating Committee and Adult and
Community Services and Health Scrutiny Forum meeting today to formulate
thatresponse.

RECOM M ENDATIONS

That Members consider this report and the associated appendices in
conjunction with the draft response to Hartlepool PCT at item 8.1 on the
agendaw hichw ill be forw arded to Me mbers in due course.

Contact Officer:- Sajda Banaras — Scrutiny Support Officer

Chief Executive’s Department - Corporate Strategy
Hartlepool Borough Council

Tel: 01429 523 647
Email: Sajda.banaras@ hartlepool.gov.uk

JntScrut Co-ad &A&C Scrut Frm- 0609.29 - 82 - Hpool PCT Consultation M anagemert Arrangements
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Hartlepool PCT — Future Board & Management Arrangements

1. Purpose of Consultation
1.1 To seekthe view s of partners and stakeholders on the need to make
changes to Hartlepool Primary Care Trust (HPCT) managemert,
ahead of any Board decision.

2. Background
2.1 Hartlepool PCT was recently confirmed as a statutory body follow ing
the Department of Health exercise, “Commissioning a PatientLed
NHS”. A vigorous campaign was w aged in the towvn, including the
Council, the Hartlepool Partnership, lain Wright MP and many other
stakeholders in the voluntary and community sector to retain a co-
terminous PCT.

2.2. The Secretary of State’s decision reflectedthevalueshe placed on the
importance of co-terminosity in creating partnerships that would
maximise heakhcare benefis for patients and other service users.
Among the conditions she laid down is that the PCT should actively
workto maximise these benefits.

2.3. However, she alsostatedthat:

» Hartlepool in common w th al other PCTs, must deliver its share of
the 15% management cost savings, strengthen commissioning and
ensure robust financial management of financial balance and risk.

» The Strategc Health Authority (SHA) should consider w hether
shared management teams w ould benefit PCTs in meeting their
criteria. It is explicitly stated that the Department w ould be very
supportive of plans for joint management teams where the SHA
believedthis to be the best solution.

3. Challenges

3.1 Managem ent Cost Savings
Hartlepool PCT, despite rigorous examination by its Finance
Directorate, its Audit Committee and its present and former Acting
Chief Executives, has been unable to find the necessary 15% savings
w hile retaining management capacity and skill base that it requires to
achieve Fitness for Purpose.

3.2 Joint/Shared Managem ent

The SHA, in line with the Secretary of State’s direction, is considering
the feasibility of shared management arangements among PCTs.
Given the high priority placed on achieving financial targets it may w €l
favour one shared management team, including Chief Executive and
Executive Directors for Hartlepool, Stockton, Middlesbrough and
Redcar & Cleveland. This would drive out the required savings by
drastically reducing staff.



3.3. Bud get Deficit
The PCT has never balanced its books since its inception in 2001
without repayable aid fromthe SHA known as brokerage. The size of
the deficit has increased year-on-year until it currently stands at £6
million. The Department of Health and the SHA require this deficit to be
cleared by 2008 and asurplus to be generated.

Every health organisation has a statutory duty to break even each year
- failure to do & increasingly likely to result in Boards/senior officers
being removed and turnaround teams brought in to run the
organisation. ft may even question its long-term viabilty as a stand
alone organisation.

A robust but extremely challenging plan s now in plce, which
minimises the front-line effects of what are pretty drastic savings. The
deficit has led directly to an Audit Commission Public Interest Report
(PIR),w hich is attached at Appendix 1.

3.4. Fitness for Purpose
As an unreconfigured organisation, Hartlepool PCT is subject to an
extensive Fitness for Purpose assessment, currently being undertaken
by McKinsey & Co. Although a ful report is awaited, it is becoming
clear that the assessment considers that the PCT has neither sufficient
management capacity nor capability to face new challenges, especialy
w ith regard to commissioning.

3.5 Commi ssioning Services
Hartlepool's role as a commissioner of services wil become a much
more significant part of ks function in the future. It is clear that, n
common w ith its neighbour PCTs, the organisation has neither the

capacity nor the expertise to fufil this role effectively.

It has become evident that a sensible way forward is to establsh a
Teesw ide commissioning structure — a “purchasing organisation”
w hich, once the member PCTs have identified their ow n health needs,
commissions requisite services on behalf of all

4. Jointw orking and Locality Focus

4.1 The ability to make policies and decisions that are driven by the needs
and wishes of Hariepools communities and residents must be
retained. Any management team must be able to carry out the
decisions of the HPCT Board.

4.2. The abiity and capacity to work jointly and meaningfuly with our
partners, especially HBC, must aso be protected.

4.3. While the future of management is undecided, the position of the Non-
Executive Chair and Non-Executive Directors are not. Hartlepool PCT



will have a dedicated and local team of Non-Execs appointed by the
NHS Appointments Commission.

4.3.1 Non-Execs all have Board voting rights, and outhnumber voting
Executive Board members

4.4.2 The Non-Executive Chair, Steve Wallace, is appointed for a
four-year termfrom 1% October.

5 Management Options for the Future

5.1 Despite best efforts, HPCT's Senior Management Team cannot find a
way to maintain a separate management structure dedicated solely to
the Hartlepool PCT Board, which achieves the necessary 15%
savings, satisfies Fit-for-Purpose criteria and enable delvery of the
financialrecovery plan.

5.2 They have suggested tw ooptions as possiblew ays forw ard:
= Option 1-o0ne management team servicing four PCT Boards.
= Option 2 —tw 0 management teams, one servicing Hartlepool and
North Tees PCT, the other Middlesbrough and Redcar & Cleveland

= Option 1-0One Tees Valey Management Team
= Advantages

0

(0]
(0]

Easily achieves 15% management savings — and more —
that can be invested infront-lineservices.

Very likely to gain approval from SHA
Could ease pressure on financial recovery plan.

= Disadvantages

(0]

(0]

Concerns that management team would find it hard to give
proper focus to each Board’s w ishes.

Risk that the four PCTs will become clones of one anather,
rather than organisations that develop to meet their own
area’s health demands

Risk of the need for extra locality staff, which would add a
lay er of bureaucracy and lessen the financial benefits.
Risk of pow er centralising in Middlesbrough, as the centre of
the patch

= Option 2—-Management Team shared with North Tees PCT
= Advantages

(0]

(0]

(0]

Hartlepool and Stockton currently enjoy a good w orking
relationship, both betw een Chairs and officers.

Director posts w ould become more demanding, but would
reduce the risk of extra localty deputies.

Non-Exec Directors would find it easier to maintain control
over indvidual PCT strategy.

Protects jobs in Hartlepool better than Option 1.



0 Properly thought through, will protect ability to w ork jointly
with HBC regarding service delivery, joint commissioning
and health improvement.

» Disadvantages

o Does nat drive out savings equivalent to Option 1. meeting
targets will still be challenging.

o0 May need to persuade the SHA

0 Assumes that N. Tees PCT agrees — ts ov n Board has yet
to take aview .

6. Within the Options

6.1Hartlepool PCT is an organisation whose assets are largely its
dedicated staff, from Board level dow n, who work here and largely
live in the town. It follows that the term “savings’ is largely a
euphemism for job cuts.

An argument has emerged w hich requires much consideration —
where shoud the job cuts be made? Ether option, or even a
curently undiscovered option, will require job cuts and probably
compulsory redundancies for Hartlepool PCT staff.

In common with Local Authorities and other public institutions,
Hartlepool PCT has experienced significant w age inflation at senior
management levels in recent years. With benefits and on-costs, the
cost to a PCT of a Chief Executive can surpass £150,000 p a.

The savings from reducing four ttams of Executive Directors to one
among four PCTs might very w el find the savings required by isef.
Even sharing betw een Hartlepool and Stockon takes us a
significant way tow ards the 15% target. Conversely, cutting many
jobs at low er grades —“coalface workers” —w il help preserve senior
management capacity .

= A Preferred Option
It must be stressed that the PCT Board has not agreed the model
below —itis the Chair’s view that it would be quite improper to do
so before the new Non-Exec team is in place. It has though been
arrived at by much thought and work among the Chair, current
Directors and the PCTs Acting Chief Executive.

The proposals seek to ensure that:

= Commissioning is strengthened both locally by w orking with LA
cdleagues and Practice Based Commissioning (PBC) Groups and
also at a larger population level to bring about a step change n
commissioning skills and capacity.

= Local management of community services is maintained to facilitate
integrated/joint management of front line community services w here
appropriate



= A clear joint role of Asscociate Director/Director of Health of
Improvement is jointly developed in each PCT/LA area that
addresses local issues effectively for both PCTs & LAs

= The 15% savings target is achieved whilst maintaining/enhancing
capacity and skills by the creation of more shared functions, w here
this will be more efficient and effective

= Redundancies are kept to a minimum

Proposals
HPCT Board

* Hartlepool PCT wil be a statutory body with its own Board with a
Chairman & Non Executive Directors appointed by the
Appointments Commission, draw n fromthe local population.

* HPCT will receive its own financial allbcations to meet the health
and heakh care needs of its population and w ill need to meet its
statutory duties in this regard

« HPCT Board will consider how it can best meet its duties and
responsibilities, and w here appropriate may decide to work
cdlaboratively with other organisations, ncluding other PCTs or
LAs. Appendix 2 shows the Board and proposed Sub Co mmittees
for consideration by the 4 Tees PCTs’ Boards

Management Arrangem ents

» After careful consideration involving discussions with a range of
stakeholders and the initial feedback following the Fitness for
Purpose Review, it is proposed that the best way to meet al the
requirements of PCTs and partner agencies is to create two
management teams, incorporating some Tees w ide functions w here
appropriate.

» The proposal is shown in Appendx 3 and demonstrates a
significant presence at a senior level north of Tees, supported by
some Tees wide functions w here this is the most effective way to
undertake these.

 How ever, several areas must have senior local leaders in each
PCT/LA area and indeed may lead to the creation of joint posts,
subject to further discussion and agreement over governance and
funding arrangements etc. These are shown in Appendix 4 and
demonstrate hov PCTs/LAs can jintly improve current w orking
arrangements.

* For Hartlepool this will enable the PCT to create senior posts
focussed on areas of workwith drect relevance to HBC and enable
more effective partnership working arrangements and address
several officers’ concems about lack of capacity in HPCT.



Professiona & Executive Comm ittee (PEC) Arrangements

National guidance on the role and establishment of PECs s aw aied and
discussions are underway with PEC Chairs in Hartlepool and North Tees to
develop proposals for consideration by both Boards and given the emergence

of 2 effective Practice Based Commissioning Groups (in Hartlepod and North
Tees) the option of having a single PEC for North of Tees is being considered.

View sw il besought onthis.

Conclusion

= This paper summarises the challenges facing new PCT Boards
in meeting many demanding criteria.

= The proposals seek to address the needs and concerns
expressed by many stakeholders and feedback is now sought
on these to inform final proposals which will be considered by
HPCT Board on 2 Cctober 2006.

= The Board has undertaken no discussion or decision on the
future shape of our management structures at this point.
Notw thstanding this, there are three absadute conditions w hich
must be fully addressed:

o The PCT financial recovery plan must not be imperilled.

o0 The 15% savings must be achieved in full

0 The PCT must become Fit for Purpose w ith regard to its
futureroles and responsihilities.

= We seek and welcome, the views of our partners in Hartlepoad
ahead of Board discussion and decision.
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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public
resources and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles.

e Auditors are appointed independently from the bodies being audited.

e The scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business.

e Auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out
in the Audit Commission Act 1998 and the Commission's statutory Code of Audit
Practice. Under the Code of Audit Practice, appointed auditors are also required
to comply with the current professional standards issued by the independent
Auditing Practices Board.

Appointed auditors act quite separately from the Commission and in meeting their
statutory responsibilities are required to exercise their professional judgement
independently of both the Commission and the audited body.

Status of our reports to the PCT

The Statement of Responsibilities of Auditors and Audited Bodies issued by the
Audit Commission explains the respective responsibilities of auditors and of the
audited body. Reports prepared by appointed auditors are addressed to
non-executive directors or officers. They are prepared for the sole use of the
audited body. Auditors accept no responsibility to:

e any director or officer in their individual capacity; or
e any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0845 056 0566.

© Audit Commission 2006

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom): 020 7630 0421
www.audit-commission.gov.uk
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4 Report in the Public Interest

Introduction

1 | am the auditor appointed by the Audit Commission for Local Authorities and the
National Health Service in England and Wales to audit the accounts of Hartlepool
Primary Care Trust (the PCT) for the financial year ended 31 March 2006.

2 Section 8 of the Audit Commission Act 1998 requires me to consider whether, in
the public interest, | should make a report on any matter coming to our notice
during the audit in order that it is considered by the audited body and brought to
the attention of the public. This report is issued in accordance with that statutory
requirement.

3 This report also incorporates a referral to the Secretary of State for Health under
section 19 of the Act. This section of the Act requires me to make a referral where
| have reason to believe that a health service body is proposing to take, or has
taken, a course of action which is unlawful.

4 The purpose of this report is to bring to the attention of the public and seek the
PCT’s response to the issues relating to:

e the seriousness of the PCT’s financial position and the deficit incurred at the
end of March 2006;

e the adequacy of the PCT’s action taken to improve its financial position in
2005/06; and

e the action that the PCT is proposing to improve its financial position for future
years so as to meet its statutory financial duties.

PCTs' statutory financial duty

5 PCTs are required to operate within certain prescribed financial limits, the key
one being the Revenue Resource Limit. The Revenue Resource Limit is set by
the Secretary of State each year and Section 97(E) 1 of the National Health
Service Act 1977 imposes a statutory duty on PCTs to ensure that their revenue
expenditure does not exceed the limit set for each financial year. Each PCT, by
living within its annual revenue limit should not therefore ever incur a deficit (ie
spend more than it is given in income). In 2005/06, Hartlepool PCT has recorded
a deficit of £5.98 million, and has thus failed to meet one element of their
statutory financial duty. £4.3 million of this deficit relates to the repayment of
financial support received from the SHA in previous years.

Hartlepool Primary Care Trust
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Financial years 2001/02 to 2004/05

The PCT's financial problems are not new. The PCT operates within a health
economy which has had a series of problems over a number of years. Serious
financial pressures have existed in a number of other PCTs and hospital trusts in
the County Durham and Tees Valley area, and the Department of Health sent in
expert teams to three other local NHS bodies in December 2005 to help them sort
out their financial difficulties.

For the four years prior to 2005/06, the PCT met its annual Revenue Resource
Limit, but only after repayable financial support from County Durham and Tees
Valley Strategic Health Authority (the SHA). As shown in Figure 1 below, the level
of this financial support has increased each year, and without it the PCT would
have been in deficit every year from 2001/02.

Figure1  Hartlepool PCT financial position 2001/02 to 2005/06
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Source: PCT published accounts/PCT internal papers

My predecessor reported her concerns over the underlying financial health of the
PCT to the Board in each Annual Audit Letter from 2001/02 to 2004/05.

The 2001/02 Annual Audit Letter referred to the urgent need to develop and
agree with partners a robust and detailed financial recovery plan, to address the
significant financial difficulties which were again emerging in subsequent years.

Hartlepool Primary Care Trust
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The 2002/03 Annual Audit Letter highlighted the need to significantly improve the
PCT's underlying financial health, but noted that action was being taken to
develop and implement a plan for financial recovery. In 2003/04, the Annual
Letter recommended that the Board consider the effectiveness of its longer-term
financial planning and budgeting. It also recommended reviewing the recovery
plan in the light of additional financial pressures identified, and the continuing
requirement for financial support from the SHA.

The 2004/05 Letter to the Board, issued in September 2005, reflected on a further
significant deterioration in underlying financial health of the PCT. In common with
a number of other PCTs, it had to respond to the challenges posed by the first
year of payment by results, and working with a local Acute Trust on an early trial
of Foundation Trust contracting arrangements. In 2004/05 there was a significant
increase in the support required from the SHA to secure a balanced position,
again reflecting the inability of the PCT to control its spending. A formal recovery
plan had been agreed with the SHA in 2003/04, and reported to the Board in
February 2004, as a condition of continued support, seeking to return to recurrent
financial balance by the end of 2006/07. Despite this plan, spending continued to
grow, with PCT controls being unsuccessful in keeping spending commitments
within known income limits.

During 2005, the PCT reviewed the reasons behind the increased spending
pressures to ensure that lessons could be learned for the beginning of 2005/06,
and identified the following key issues:

e errors and weaknesses in the preparation of the 2004/05 budget
(£2.3 million);

e additional activity by hospital trusts, which the PCT had not anticipated
(1.1 million); and

e new, unforeseen specialist packages of care (£0.7 million).

The PCT has suffered from a series of difficulties with chief officers in the past. A
previous Chief Executive was suspended, his replacement then had to step down
due to extended compassionate leave as a result of serious family illness, and
the current Acting Chief Executive only came into post in July 2005. As a result of
restructuring, the PCT did not have a substantive appointment to the Director of
Finance post for most of 2003/04, and there were also vacancies in the finance,
planning and primary care teams, which weakened the process of setting budgets
for the year. With the appointment of a new Director of Finance early in 2004/05,
and additional capacity throughout the PCT, errors in baseline funding
assumptions of almost £1.9 million quickly became evident. During the year,
other examples emerged where initial budgets proved to be unrealistic, and these
were reported to the Board in April 2005.

Hartlepool Primary Care Trust
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The 2005/06 financial year

The PCT's financial problems continued, and worsened, during 2005/06. In
March 2005, the Board approved a service and financial strategy, designed to
ensure a return to financial balance over three years, building on the lessons
learned from the financial difficulties in 2004/05. The PCT set a balanced budget
for 2005/06, again relying on the provision of £4 million in repayable financial
support agreed with the SHA, and the need for savings of a further £3.1 million.

In August 2005, the two SHAs in the North East began to plan how they would
better work together, in advance of them merging in 2006. Various financial
practices were harmonised, including whether or not financial support was offered
to individual bodies. This had not been the practice in the Northumberland, Tyne
and Wear SHA area; but had been common practice in the County Durham and
Tees Valley SHA. The policy of the Northumberland, Tyne and Wear SHA was
adopted, and as a result each organisation within the County Durham and Tees
Valley area was required to meet its own statutory duties, without use of SHA
support, and with the SHA intervening only where it felt it was appropriate and
necessary. The effect of this change in policy was to make transparent the
overspending in previous financial years, and the PCT had therefore to begin to
forecast a deficit for 2005/06 of £4 million. This change also meant it was difficult
for the PCT to change quickly its spending decisions given contracts with Trusts
had already been agreed.

A forecast deficit of £4 million clearly represented a potential breach of the PCT's
statutory duty, and following a series of conversations over preceding months, |
wrote to the PCT Chief Executive in November 2005, noting the withdrawal of
previously agreed SHA support, and the impact this would have on the savings
and cost reductions required in 2005/06 to enable financial targets to be met.
Throughout 2005/06, the PCT have acted openly in their dealings with me as
Auditor. | made it clear that in my view the PCT were still obliged to try and meet
the statutory duties placed upon it. In his reply, the Chief Executive concluded
that there was little prospect of the PCT being able to achieve the statutory duty.

The financial report to the Board in August 2005, continued to report a likely
year-end deficit of £4 million, reflecting the PCT's intention to deliver savings
such that the deficit grew no bigger during 2005/06. This prediction remained in
September 2005. However, during the period between November 2005 and
December 2005, a further gap emerged between the activity the PCT had
planned and budgeted for, and the actual activity being delivered by local
hospitals. The PCT reported to the Board that these additional pressures could
result in an additional £2 million in-year deficit, such that the year-end position
was likely to be a £6 million deficit.

At this stage | was not satisfied that the Board accepted that it must seek to
remedy its situation. | was concerned there was too much reliance on the
withdrawal of the SHA support as an explanation for the PCT's financial
problems.

Hartlepool Primary Care Trust
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| wrote to the PCT Chairman in December 2005, pointing out that there is no
provision in law for a PCT to make a deficit, and that the PCT was likely to breach
its statutory duties at 31 March 2006 by exceeding its resource limit. | reasserted
my view that the PCT must take all reasonable steps to deliver its statutory duties
by March 2006. The PCT invited me to attend Board meetings to express my
concerns, and monitor the action taken by the Board.

The PCT's response to its financial problems

The PCT Board accept their responsibility for the financial position of the PCT. It
is clear the Board is being kept fully aware of the financial position of the PCT
and the requirement to return to financial balance. The Board is taking the
decisions necessary to return the PCT to financial balance. It agreed changes to
2005/06 budget plans, and sought savings from headquarters' budgets, left posts
vacant, and deferred previously agreed investment, such as in school nurses.
However, the scale of the problem the PCT now faces is so significant that major
action is necessary, and robust leadership of the financial recovery plan over the
next two years will be necessary by the Board and the Professional Executive
Committee (PEC).

As the financial pressure in 2005/06 became evident, the PCT examined the
assumptions behind a lot of its budgeted activity with hospitals, and challenged
local hospitals on their coding of treatment and the costs associated with that
treatment. However, the PCT and local Trusts were unable to agree on significant
items in their respective budgets, and were required to go to a conciliation
process chaired by the SHA for disputed sums totalling £2.4 million. The outcome
of this conciliation process was not favourable to the PCT.

In response to the recommendations in my December 2005 Letter, the Board now
receive financial reports in a format that makes the financial position the PCT
faces, and the risks associated with that position clearer. The reports set out the
best and worst case financial positions, and the risk associated with the various
savings schemes the PCT has in place.

Prior to 2005/06, the PCT did not have a single cost improvement plan. There
were not costed, co-ordinated, and well managed series of schemes to deliver
savings. There were a series of cost improvement targets, but often there was
little to back up figures in terms of agreed actions. A plan was defined for
2005/06, although it failed to deliver the predicted level of savings. In response to
the concerns of the Chief Executive, Director of Finance and myself, the PCT has
developed a more robust cost improvement plan for 2006/07, which has involved
operational managers in identifying a range of individual schemes and projects to
reduce costs. The challenge still remains to deliver services in a different way that
will realise these savings.

Hartlepool Primary Care Trust
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The monitoring of the delivery of cost improvement savings has also been weak
in previous years. The PCT missed its 2004/05 cost improvement target by
£563,000 and has done so by £1.98 million during 2005/06. However, responding
to concerns raised by these failures, Board monitoring reports now show
progress in achieving cost improvement in greater detail and support better
decision-making.

Despite all the PCT's actions during 2005/06, the PCT has been unable to
prevent a further deterioration in its financial position, and a further £1.98 million
deficit being incurred. The PCT has a £5.98 million deficit at the end of March
2006.

The PCT continue to assert that problems with the new payment by results (PbR)
regime, and the failure of other NHS bodies to act according to the PCT's
interpretation of the guidance surrounding PbR, are the root cause of the
additional overspend in 2005/06. | am not convinced by this argument. Whatever
the cause, the duty remains on the PCT to meet its statutory duties.

Planned action by the PCT from 2006/07 onwards

The top priority for the Board is to achieve a balance of its income and
expenditure in 2006/07, and to implement plans to effectively deal with the
accumulated deficit. In view of the size of this task, the new SHA (the North East
SHA) has agreed to accept a phased repayment of the £5.98 million debt over
the two years 2006/07 and 2007/08. The PCT Board has developed and
approved a revised recovery plan, to return the PCT to financial balance over the
next two years, and the SHA has requested that in order to strengthen the
recovery process, a Turnaround Director be appointed by the SHA to assist the
PCT in achieving its financial targets. As a result the acceptance of a phased
repayment of the debt by the SHA means that the PCT are receiving funds which
would otherwise have been devoted to addressing the wider care needs of those
in the other Tees PCTs and the North East generally.

In reviewing the underlying causes for the operational deficits incurred in each of
the PCT's first four years, a recurring factor has been weaknesses in budget
setting at the beginning of the financial year. Budgets have been overly optimistic
and, crucially, have had little flexibility to respond to unforeseen events, or
changes in the demand for healthcare. Where pressures have arisen the PCT
has had very limited scope to change plans and cope with the financial impact of
any spending variations.

A welcome development in the new 2006/07 recovery plan has been the Board's
approval of a 'zero-based' budget for 2006/07. This enabled the identification of
some £9.4 million of financial resources which could be redeployed, allowing the
PCT to use them in support of service improvements, organisational change, and
the creation of financial contingencies for unforeseen events. In this way, the PCT
should be better able to withstand change and variations in patterns of
expenditure arising during the year.

Hartlepool Primary Care Trust
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The budget has been developed alongside service plans, with the aim of ensuring
predicted levels of service delivery through primary and secondary care are
properly reflected in PCT budgets.

Conclusions

The PCT has a deficit of £5.98 million as at 31 March 2006, and is in breach of its
financial duty to live within its revenue resource limit, and not incur deficits. There
is no provision in law for PCTs to make financial deficits.

The major factor leading to the deficit was the historic spending pattern of the
PCT, and its failure to match spending with income in previous years. This was
masked by the previous policy of the County Durham and Tees Valley SHA to
provide support, which in my view resulted in the PCT not seeking sufficiently
robust solutions to its own financial problems. The withdrawal of £4 million
previously agreed SHA support in August 2005 revealed the true nature of the
PCT's underlying financial health. The PCT asserts this in-year change left them
with limited room to amend already agreed contracts for 2005/06. | note,
however, that the PCT continued to forecast it would not add to its historic deficit
of £4 million, but due to a failure of its cost improvement plans to deliver predicted
savings in 2005/06, it has added to that deficit by a further £1.98 million.

This highlights that action taken in previous years and during 2005/06 to contain
and address long-standing financial difficulties has not been sufficient to prevent
the financial position from deteriorating each year.

The PCT has developed a plan for returning to financial balance over the next
two years. It is vital the PCT delivers on its agreed financial plans. The Board and
the PEC must lead this process, and ensure they remain in constant control of
the PCTs financial position, and take whatever actions are necessary to change
the way staff, General Practitioners, and hospitals deliver care for the PCT, in
order that budgets as well as service standards are met.

| am aware that management and administration changes for Teesside PCTs are
currently being discussed and that some shared management arrangements may
well occur in the future. This does not reduce in any way the importance of
addressing the issues in this report. It will be a key role of the executive and
non-executive directors to ensure that the issues faced by the PCT are
addressed as far as possible before any restructuring takes place in the local
health economy and that any management changes do not impede the delivery of
financial balance.

Hartlepool Primary Care Trust
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Audit recommendations for action

35 Following discussions with the PCT in 2005/06, the Board has, for the last four
months:

received monthly reports from the Director Finance setting out the worst case
financial position of the PCT, along with a detailed schedule of savings
measures in place, and the probability of those sums being delivered;

received a monthly progress report on delivery of savings against each item
in the summary detailed above, along with explanations of variance, and
proposed remedial action; and

received monthly updates on the financial recovery plan, with a profiled
budget for delivery by month, and allocation to a person responsible for
delivery of each item. The Board should then receive a monthly exception
report of those savings budget heads not delivering the profiled savings, and
should require the nominated officer to attend Board and explain the variance.

36 | recommend that the Board:

give the financial recovery of the PCT during 2006/07 and 2007/08 their
utmost priority; and

ensure that spending decisions taken by all staff, including GPs, deliver
against the revised budgets they have agreed for 2006/07 and 2007/08.

Hartlepool Primary Care Trust
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The way forward

37 | will present this report to the PCT Board on 20 July 2006. The Board needs to
consider the issues raised and recommendations made in the report and
determine the action necessary in response, with timescales for carrying out the
action, and inform me of those decisions.

38 | will continue to monitor the PCT's financial position and progress in delivering
sustainable financial recovery and consider whether | need to take further action
in respect of the exercise of my formal powers under the Audit Commission Act
1998.

David Jennings
District Auditor

July 2006

Hartlepool Primary Care Trust



HPCT
Board

NTtPCT
Board

PEC X1
(North of Tees)

Audit Committees
X2

BOARD /SUB COMMITTEE ARRANGEMENTS

Tees wide Sub Committees

Remuneration & Terms of Service
Committee (one for Tees)

Joint Strategic Planning &
Commissioning Committee

Appendix 2

MPCT
Board

R&C PCT
Board

PEC
(South of Tees)

Audit Committees

X2

Each Board will develop relevant partnership arrangements with its coterminous LA as appropriate but as a minimum will
ensure appropriate senior involvement at LSP, Children’s Trust and a range of other Partnership Boards.
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North of Tees
CE

TEES MANAGEMENT ARRANGEMENTS

Teeswide Directorates

North of Tees Directorates
Finance

Planning / Perf Mgt / Integrated
Healthcare Gowernance (IHG)
Provider Services

Medical Director (PT)

Functions

Health Improvement }Teeswide

Joint Commissioning Links

Commissioning *
Public Health
Director of Nursing Services

Functions

HR / Organisational Development /
Learning & Dewt/ Ed & Training
LT

IM/Intelligence

South of Tees
CE

South of Tees Directorates
Finance

Planning / Perf Mgt/ IHG
Provider Senvces

Medical Director (PT)
Functions

Health Improvement

Joint Management Team Meetings

Notes

The future commissioning role in PCT s needs dgnificant development and strengthening to become “fit for purpose’.

Appendix 3

A Tees wide

approach will enable the mog effective use of skills and resources to be made on behalf of all 4 PCTs. This funcdion will include
contract negotiations (increasingly legally enforceable), supply side management, capacity planning, monitoring of dinical outcomes
and clinical effectiveness of snices, performance management of providers. The team will work closly with Public Health and
Practice Based Commissioning utilisng Health Needs Assessment to better inform commissioning decisons. The links with PBC
Groups will be essential as PBC will be locally based, focussing on needs and how to meet them and the resultsreflected in service
contracts negotiated by the Commissioning Team. The links with Local Authority colleagueswill al©o be essential. The scopeisto be
confirmed, but is likely to include Acute Senices, Tier 3 and 4 Mental Health Services, Primary Care and Community Services. The

workof the Directorate will be overseen by the Joint Strategic Planning & Commissioning Committee, on behalfof 4 PCT s.
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Appendix 4
HARTLEPOOL - LOCAL MANAGEMENT ARRANGEMENTS

Service Health Commissioning
Associate Associate . Associate : Hegd_of_ Hegd .Of .
Director / Director / Director of Public Commissioning Commissioning
Head of Head of Health / Hedth - Children - Adults
Adult Childrens Improvement
Servces Senvces

Practice Based Commissioning
Group

N otes

*Consideration to be given to the further development of Integrated Managementand possible Joint posts with HBC
*Specialist support will be provided to thes e staff/functions from North of Tees and Teeswide teams, including information
and analysis, performance management, HR, communications, finance, etc

*Scope of ‘Joint Commissioning’ posts to be determined butwillinclude areas such as drug and alcohol, LITs, Tiers 1 & 2

Mental Health, Pathways of Care, Continuing Care, Demand Management and will need to work veryclosely with PBC
Group and the Tees wide Commissioning Directorate
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