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Delivering a Healthy Future in West Hertfordshire - Briefing Paper 

 
Background 
 
On the 16th November 2007, the West Hertfordshire Hospitals NHS Trust Board 
approved option 1 of the ‘Delivering a healthy future in west Hertfordshire’ proposals 
to centralise acute services at Watford, establish an elective care centre at St Albans 
City Hospital (SACH) whilst transforming Hemel Hempstead General Hospital into a 
vibrant local hospital providing, outpatient, intermediate and urgent care and 
diagnostic services for Dacorum residents.   
 
This scale of service reconfiguration will enable the Trust to achieve two significant 
and equally important objectives: 
 

• improvements in the quality of clinical services provided to patients as a 
result of centralising key resources, skills and expertise; and  

• a significant reduction in the organisation’s cost base making services more 
cost effective to deliver to enable the Trust to meet its statutory obligation to 
break even. 

 
Option 1 was preferred over Option 2 (establishing an elective care centre at Hemel 
Hempstead) as implementation could be quicker, simpler and less expensive. Also it 
did not preclude further moves in the medium term.  In order to deliver a service 
reconfiguration of this scale it is necessary for the Trust to carry out significant capital 
works in order to create the capacity necessary to transfer acute services to Watford, 
make some minor alterations to SACH and to align the available estate on the Hemel 
Hempstead site with the services retained on the site.   
 
Detailed design work is under way to confirm the cost of this work, but it is currently 
estimated to be between £35 – 38 million.  The original revenue savings associated 
with option 1 were estimated to be around  £11 million.  
 
However, as a consequence of the further deterioration of the financial position the 
Trust need to reduce costs significantly by  £20 million overall and the reconfiguration 
of services described within ‘delivering a healthy future’ will be essential in delivering 
this.  
 
Capital Investment Process 
 
In order to fund this work it is necessary to submit a business case to the Strategic 
Health Authority (SHA).  However, due to the scale of funding necessary being 
beyond the SHA’s delegated limits the case will need to be approved by the 
Department of Health’s Capital Investment Branch.   
 
Traditionally the NHS capital investment process requires a three-stage approach 
that can take between 18 months to up to 3 years depending upon the funding route 
used. Given the Trust’s imperative to sustain safe clinical services whilst dramatically 
reducing costs as quickly as possible the ‘traditional’ capital investment process is 



too protracted for the Trust.  Therefore, the Trust has sought to expedite approval of 
the funding by truncating the process as described below: 

 
• A combined Outline Business Case (OBC) and Full Business Case (FBC) will 

be submitted to the SHA in January to obtain funding for the alterations 
required at SACH, the backlog maintenance necessary to support the site 
and the project management costs to date.  This will enable the works to 
begin on site early in 2007. Resources will be focused on obtaining the 
appropriate level of detail to complete a comprehensive business case to be 
prepared by early January 2007. 

 
• A separate combined OBC/FBC will be prepared for the remaining elements 

of the overall scheme, that is Watford and Hemel Hempstead. This document 
will clearly describe the dependency between both cases.  As the level of 
detail required to generate a combined document is greater than that 
required for an OBC, it will not be possible to generate a combined document 
within the original timescale envisaged at the time of the Board meeting.  

 
This approach has informally been agreed by the SHA, and will save time overall, 
enabling the Trust to progress the construction work and reconfiguration of services 
sooner. 
 
It is important to note that whilst the SACH element of ‘Delivering a Healthy Future in 
West Hertfordshire’ can be achieved as the first phase of the overall project and will 
achieve a level of savings the total saving potential will only be achieved once the 
scheme is implemented in full. 
 
In addition to significantly reducing the elapsed time between seeking outline 
approval to proceed and receiving full approval to commit expenditure, the combined 
OBC/FBC documents will provide the Board with more detailed documents for 
consideration prior to submission to the SHA, as the capital cost and revenue 
estimates will be more robust as further detailed design and service planning will 
have taken place.  This is essential given the significant level of scrutiny that these 
cases will be subject to.  As a consequence very detailed work is now underway to 
support the development of both cases and all aspects of the costs and savings are 
been examined in great detail to ensure that true cash releasing savings are 
identified. 
 
In addition, it should be noted that capital developments of this size are usually 
funded through the Private Finance Initiative (PFI).  Although it is assumed that 
Treasury funding will be available for this scheme, given the scale of deficits in the 
Hertfordshire NHS, the business case will still be subjected to the same level of 
scrutiny that PFI business cases would be.  It is therefore important to ensure that 
due consideration is given to ensuring the robustness of the scheme.  A PFI scheme 
would take circa 3 years to reach FBC approval and financial close as mentioned 
previously. 
 
Timetable 
 
As stated above combining the OBC and FBC will reduce the overall elapsed time for 
approval for both elements of the scheme, but will result in a change to the timetable 
with the combined document for SACH being submitted to the Trust Board in January 
and then to the SHA Board meeting scheduled for 18th January.  The case for the 
alterations to Watford and Hemel Hempstead will be submitted to the Trust Board in 



March 2007 rather than December as originally intended, and then submitted to the 
SHA at the end of March with DoH approval hopefully being given by the end of May. 
 
Moreover the slight expansion of the timetable at this end avoids the danger of 
incurring a very costly, if technical, liability in relation to impairment. 
 
In order to ensure the Trust Board and Finance and Performance Committee are fully 
briefed between now and March a précis of the document along with a series of 
technical working papers will be provided at each meeting. 
 
Planning Process 
 
As stated previously, the NHS has an iterative and rather prescriptive approach to 
capital investment.  Owing to the time pressures on the Trust to break even it has 
been necessary to circumvent some aspects due to the need to progress 
workstreams in parallel rather than iteratively as recommended by the DOH. For 
example, it has been necessary to carry out detailed service planning alongside the 
design work. 
 
A significant amount of work has already been undertaken over the last few months 
to define the new clinical service models and the facilities specification. However, the 
scale and scope of the scheme means inevitably that some elements of the scheme 
are more developed than others.  For example, a significant amount of time has been 
focused on the Acute Admissions Unit at WGH because it represents the greatest 
cost in terms of capital (£12million net) and it represents the most radical element of 
the scheme from a service planning perspective.  As a result the building design has 
been frozen and the draft operational policy has been generated.  However, other 
elements of the scheme such as the final configuration of the Hemel site, which 
naturally involved collaboration with partner NHS bodies, are still being discussed 
and therefore the costings, both capital and revenue remain estimates.  
 
As a consequence of time not permitting for an iterative planning approach, there is 
not sufficient time to develop an accurate bottom up costing approach; therefore, 
there is a reliance on a more radical, but equally robust, approach to developing the 
combined business cases.  
 
To this end the Trust will develop a top down financial profile for the Trust to reflect 
the reconfigured organisation by 2008/09.  This will be based upon an activity derived 
income level agreed by the PCTs through the Chief Executives Financial Recovery 
Steering Group. 
 
The organisation will aim to contain its overheads and facilities costs to a minimal 
level allowing a greater level of investment in clinical services.  There will be a 
significant focus on delivering streamlined and cost effective management and non-
clinical support. 
 
Priority will be given to: 
 
• ensuring the Trust only pays for the estate that it has use for (reducing capital 

charges by decommissioning buildings or selling land) 
• Controlling the cost of running estates and facilities 
• Reviewing the corporate overheads the Trust currently has in the new 

organisation 
  



The remaining budget will therefore be used to deliver clinical services. 
 
Medical and other staff costs will be aligned with the new service models leading to 
reductions in establishments and changes to skill mix and rotas where appropriate.  
This will cover not only reductions in capacity requirements but more effective use of 
resources.  
 
Workforce 
 
The recent workforce diagnostic carried out by the SHA, at the request of the Interim 
Director of HR has identified a significant number of opportunities with regard to the 
future shape of the Trust workforce, some which can be achieved quickly, some that 
require service redesign to take place and others that will require service and site 
reconfiguration to realise their potential. 
 
It is vital that the Trust’s response to this dovetails with the service reconfiguration 
proposals to ensure that savings are not double counted and to maximise the 
opportunities further.  As a consequence, the action plan requested by the SHA in 
response to the diagnostic will form the basis of the Trust workforce plan.   
 
Transitional Funding 
 
Transitional funding has been made available to a number of Trusts undertaking 
major capital redevelopments (usually PFI schemes) to assist with non-recurring 
costs associated with the redevelopment.  On this basis the Trust will seek from the 
SHA/ NHS Bank Transitional funding to cover the following non-recurrent 
expenditure: 
 

• Redundancy costs 
• Decommissioning costs 
• Double running costs if necessary 
• Any temporary income loss as a consequence of moving services between 

sites. 
• Impairment costs 

 
Enabling Works 
 
In order to progress the service re-configuration as quickly as possible there are a 
number of enabling schemes which need to take place in advance of the main 
scheme in order to expedite revenue reduction.  The biggest of these enabling 
schemes relates to the works required at St Albans to facilitate the establishment of 
the elective care centre. 
 
It is proposed that these small schemes are progressed at risk, in advance of the 
main development.  The funding for these schemes will be obtained from the Trust’s 
block capital allocation and the strategic capital allocation held by the SHA by 
reprioritisation and deferment of the schemes previously allocated to this funding. 
Although these works are taken at risk they are wholly congruent with our objectives 
of securing sustainable income and expenditure balance and with the underlying 
service model contained within IiYH which is supported by the PCT. We believe 
therefore that there is greater risk associated with not going ahead with them at the 
earliest stage.  
 



Working Assumptions 
 
The following baselines have been assumed: 
 

1. Financial baseline: Month 07 forecast outturn 06/07 adjusted to account for 
additional Turnaround savings full year effect of savings and non recurrent 
savings. 

 
2. Activity/income levels:  06/07 activity adjusted for PCT commissioning 

intentions. 
 
Conclusion 
 
This briefing paper updates the Trust Board regarding completion of the ‘Delivering a 
Healthy Future in West Hertfordshire’ business case.   
 
The paper describes why a completed outline business case will not be submitted to 
the Board in December and details the alternative approach to be taken and the 
benefits of this approach. 
 
Lastly, the paper confirms that the Finance and Performance Committee and the 
Board will be kept fully informed of progress between now and March.  The Board is 
asked to endorse this approach and monitor progress via the technical working 
papers and draft business case as it is developed. 
 
 
Sarah Shaw 
 
December 2006 
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