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Appendix D 
 

TRADING ACCOUNTS 
 
CURRENT STATUS 
 
Earlier this financial year the Board agreed in principle that utilisation of Trading 
Accounts as an additional form of reporting would be a positive step in order to support 
best use of Trust resources for Patient Care. They would also act as a tool to empower 
decision-making through provision of management information relevant to the modern 
business driven NHS.  It should be noted that the concept of Trading Accounts is 
gaining a high level of acceptance in the wider NHS environment with a considerable 
number of Trusts embracing the concept to a greater and lesser degree from basic 
Trading Accounts through to detailed costing of care pathways at an individual patient 
level. 
 
For the FY 2007/08 included with this Budget Pack is the first step in the journey for 
West Hertfordshire NHS Trust, towards full Trading Accounts and Patient Level costing.  
 
The journey is being taken in stages in acknowledgment of the need for the Trust to 
work within its technological and resource capabilities while at the same time 
responding to the driving need to understand and manage its financial performance. We 
need to ensure that each stage is successful and issues that arise are addressed. 
 

Stage One – Delivered for Budgeting of 07/08 
 

• Distribution of Income to Specialties and setting of Contribution Targets  
 

Stage Two – Delivery for Month One reporting (On schedule) 
 

• A comparison between Budget and Actual at a Specialty level for both money 
and activity. 

• Drill down and Reporting of Actuals to Consultant, POD and HRG level - Money 
and Activity 

 

Stage Three – Delivery for Q1 (On Schedule) 
 
Additional Re charges to specialty and creating Clinical Support Trading Accounts 
 

• Outpatients 
• Theatre Sessions 
• Prosthetics 
• Anaesthetists 
• Bed Occupancy 

 
This stage to allow drill down capability to consultant and transaction level and 
consultant level reporting.  
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Stage Four  - Delivery for Q2 and 3 (To be clarified in Q1) 
 
Additional Re charges - to be identified in discussion with clinical staff- we must ensure 
that we continue to strive for a simple and easy to maintain system. 
 

Stage Five – Delivery for Budget Setting 08/09 (work in progress throughout the 
year) 
 
Modelling capability, linking capacity planning to financial impact. 
Plan for moving to Patient Costing 
 

GUIDING PRINCIPALS 
 
In establishing Trading Accounts we have identified some clear principles which govern 
our decision-making processes:   
 
Trading Accounts are about: 
 

• Relating Income to Expenditure  
• Offering a further explanation about why actual expenditure varies from budget 
• Highlighting the financial consequence of decision making 
• Shining a spotlight on how we function as a Trust and supporting challenges to 

how we do things in a constructive way  
 
Trading Accounts are NOT 
 

• Just a driver to increase income – Yes we want and need to receive all we are 
due but the SLA s with our main commissioners cap our ability to just increase 
income. The PCTs are not expecting to pay for over performance 

• A magic wand giving us solutions to problems  
 
Trading Accounts will only report those items of income and expenditure that are 
directly attributable and therefore can be influenced by the budget holders and activity 
providers.  
 
Where changes of behaviour occur the financial consequence will be reflected in the 
Trading Accounts.  From efficient usage of Theatre sessions to the increased use of day 
surgery for treating patients through reduction in Bed days along to improved data 
completion we will understand more about how the Trust delivers service to patients 
and the financial impacts of its decisions.  
 
At this stage no allocations for Corporate overheads, Estates and Facilities costs will be 
made to the Trading Accounts as these are areas which it is felt fail the test of being 
attributable and within the clinicians remit to influence.  As a result it is expected that in 
general all Patient Care Specialties will be required to deliver a contribution.  
 
Clinical Support Units will also have Trading Accounts by the end of quarter one.  At the 
moment it is planned these will show a balanced income and expenditure position. 
However, some Clinical Support Departments will have SLA and Private Patient income 
in addition to their Internal Recharge and in these cases will be expected to show a 
contribution. Further discussion to ensure that this area is set up in the fairest and most 
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useful way are in progress and hence the delay until Q1 for reporting and recharging 
purposes. 
 
 
CONCERNS 
 
There are two major concerns that need to be carefully managed: 

Data quality and timeliness 
 
It is essential that the data that supports the Trading accounts is of a high quality and 
timely. However too many isolated systems that are not automatically feeding into the 
central data Warehouse put this under threat. The attached configuration diagram, 
which shows the current status, sets out a vision for uniting all the systems but there is 
a major piece of work involved in doing so. 
 
Delays in submission of clinical data for coding means delay and potential loss of 
income as well as inaccuracy of data for other purposes such as Contract Management, 
Capacity Planning and Resource management. Resource in clerical areas has been cut 
to such a minimum that they are unable to keep data input up to date. With little or no 
holiday or sickness cover leaves the trust at risk. 
 
Recharges will be dependant on data being correct . Bed Occupancy figures shown on 
“Which Doctor” currently show well in excess of 100% occupancy for some wards on 
occasions due to patients being  admitted before the original patient was discharged.  A 
slip in one area will compromise  output in another. 
 

Clinicians will not buy into the Process  
 
Trading Accounts have not yet been formally and fully accepted at a clinical manager or 
consultant level in either principle or practice. There is a demonstrable enthusiasm for 
them at a Clinical Manager level but involvement of the wider clinical audience has not 
been extensive at this point.  
 
We therefore have to go through the process of selling them conceptually as well as in 
delivery.  We will only have a limited time frame to gain clinicians’ trust and confidence 
that the Trading Account as a tool has value and therefore it is important that we get it 
right from day one. 
 
It has been suggested that there is a variable level of understanding amongst clinicians 
of the full impact of Payment by Results on the Trust and the wider demands and 
limitations made on performance by our commissioners.  This will hinder any 
understanding of the relevance of Trading Accounts and the need to consider Income 
as part of the budget discussions and will need to be addressed. 
 
 
SUMMARY 
 
In summary, top level support by the Board is needed for this project. With that support 
and the engagement by the managerial and clinical community, we are confident that 
the project will have a major and positive impact on the management of the 
organisation. 
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