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Spending Review

In 2021/22 the 
Department of Health 
and Social Care budget 
was £156.5bn which is 

around £2,700 per 
person

£156.5bn

This was divided into £9.4 billion for 
capital spending (for example 
investment in buildings and 

equipment), and £147.1 billion for 
revenue, day-to-day spending for 

example on staff salaries and 
medicines. 

£147.1bn

£9.4bn for 
capital

£139.1bn
However it passes most 

of its funding to NHS 
England £139.1bn

The Department of Health and 
Social Care spends some of its 
budget on:
Internal Costs
Executive Agencies/Special Health 
Authorities/Arms Length Bodies
Regulation – NHSE/I

£8bnNHS England directly commissions 
Military Health Care, 
Health care in the Justice System 
and Specialised services.  
Pharmacy, Ophthalmic and 
Dentistry.
Specialised services budget is 
around £20.1b 

£20.1bn

6 groups of specialist services
Internal Medicine                    Women and Children
Cancer Care                    Blood and Infection
The Trauma Programme          Mental Health

£20.1bn

ICBS

NHSE passes the 
majority of its funding 

£85billion, to local 
systems via their ICB

The amount each System receives is 
determined by a formula which 
reflects the number of people in 

their local area, but also by factors 
like age level of deprivation as these 
are linked to how much health care 

they need. 

Systems are responsible for planning healthcare 
services for their population and distributing the 
system allocation to providers  who deliver these 

services like, hospitals, GPs, mental health, 
community and the VCSE.

£85bn
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majority of its funding 
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System Funding Allocations

Three main funding allocations for Systems

Plus System Development Funding
Often non-recurrent, for directed spending on specific transformational programmes

System Development Funding

Programme

91%

P
ri
m

a
ry

 C
a

re
 

8
%

Running 
Costs 1%



Mid & South Essex Health & Care Partnership - Spend by Category

Do you 
think they 

are the 
right 

areas?

Where our system pound is distributed



How our system £ is distributed

Standard NHS Contracts

Grant Agreements with 
Voluntary Sector

Pooling arrangements such 
as section 75/76 with Local 
Authorities like the Better 

Care Fund (BCF)

BCF has mandated 
contributions from LAs and 
NHS which can be added to 

by local agreement



15 |

Clarify 
Policy

Share Best 
Practice 

What is the role of NHS England?

National team

• Responsible for ‘Operationalising’ Government Policy

7 Regional teams

• Commission Specialised and Direct Commissioning Services

• Liaison between national team and local systems to apply policy and provide feedback

• Perform Regulator Role – request information & require improvements (e.g. ‘apply 
directions’), contribute to ‘Well Led’ inspections, VFM assessments, Recovery plans

• Decide local priorities and award discretionary monies

• Matrix working with all departments 

(esp. Performance and Workforce)

• … but Primary role is to help and support 
Embedded 
Assurance

e.g. via 
Regional & 

Productivity 
Meetings 

Be Critical      
 Friend     

Utilise 
‘Helicopter’ 
Perspective

Help Fill 
Gaps
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NHS England – Plan on a Page 23/24
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HFMA

How are NHS Providers funded?

18Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations

Sources of income

• Patient activity (tariff and non-tariff)

• CQUIN (quality related payments)

• Private Patient Income

• Education and Training/R&D funding

Types of payments

• Mandated Blocks (For some before and all since COVID)

• Specialist Commissioning

• Formerly PbR – tariff/non-tariff/local agreement, but we may see the 
return of these or a mix of Marginal Rates/Blocks/Blended tariffs

• Covid Top-Ups (For 2020 to 2022)

• Car Parking fees

• Other services (catering etc)

• Other non-recurrent funding (grants)



HFMA

Pre COVID contract arrangements

19Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations

Mental Health and 

Community Providers

All on block contract arrangements, 

which were annually review as part 

of contract negotiations

Acute Providers

Mainly on Payment by Results 

(activity x national price) which 

started at 100% and moved to 

marginal cost for some elements 

over time



HFMA

COVID contract arrangements

20Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations

Mental Health and 

Community Providers

All providers on block contract 

arrangements, based on 19/20 

financial contracts uplifted for 

demand and specialist 

arrangements

Acute Providers



HFMA

Contracting in a post-covid NHS

21Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations

Pressure to encourage providers to deliver more activity and reduce backlogs

Drive to live within a more constrained funding envelope

NHS Payment Scheme 2023/25  (NHSPS) : 4 payment mechanisms: 

- Aligned payment and incentive (API)

- low volume activity (LVA) block payments

- activity-based payments

- local payment arrangements

Gradual change to:

• offer more freedom, to encourage the development of new service models

• provide greater financial certainty to underpin effective planning 

• increase incentives to provide care more efficiently and increase activity 

– aiming to deliver 30% more elective by the end of 2024/25 



Variable element covers elective ordinary and day cases, outpatient procedures and outpatient first attendances, 

chemotherapy, and unbundled diagnostic imaging and nuclear medicine activity. 

Fixed Element covers everything else, this is fixed irrespective of the level and mix of activity delivered

For the variable element, NHS providers earn 100% of NHSPS unit prices for all elective activity delivered 

within scope of the variable payment.  Unit prices based on 2022/23 tariff updated for inflation and efficiency.

For 2023/24 commissioners have been given an activity target based on 2019/20 (pre-covid) activity levels –

initial average 107%.  Elective Recovery funding allocated at system (ICB) level on a fair shares basis.  Where 

commissioners (overall) exceed their activity target, additional funding will be made available at NHSPS prices.

Targets have been reduced in year – target for 23/24 reduced to 105% and now 103% due to delivery factors, 

most significantly strikes.

More info can be found here - Elective Recovery Fund technical guidance (england.nhs.uk)

Aligned Payment Contract

22

https://www.england.nhs.uk/wp-content/uploads/2023/01/PR00021-elective-recovery-fund-technical-guidance.pdf


HFMA

NHS Funding Changes: The Department of Health and Social 

Care's budget Real terms (2022/23 prices)

23Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations



HFMA

Summary of the challenge facing the NHS

24Eastern Branch HFMA  Introduction to NHS Finance; Provider Organisations

• Elective recovery

• Number of patients waiting for operations (RTT)

• Successful Integration post creation of ICB, including Stakeholders working together 

• Planned activity shift to Community Settings

• Savings Challenge such as:

• Theatre utilisation, 

• Length of stay, 

• Day cases, 

• Staffing ratios, 

• Limit without damaging quality however there are real opportunities to:

- Improving health prevention

- Utilise Transformation technologies

- Moving to new models of care quickly

• Waste reduction,

• Inappropriate referrals, 

• DNAs, 

• non-recurrent savings
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7 NHS England regions covering 42 ICBs

East of 
England



Some new three letter acronyms … ICS, ICB, 

ICP - But, what do they mean?
TLA In Full What it is … What it isn’t …

ICS Integrated Care 

System

A description of all the different elements of 
health, care, the VCSE and wider partners like 

police and fire working together to improve 

outcomes for residents

• an organisation

• a statutory body

• a decision-making body

ICB Integrated Care 

Board

• A statutory NHS organisation established by 
the Health and Care Act 2022. 

• Responsible for delivering the joint forward 

plan for health and care in the area and for 

NHS system quality, finance & performance

• Responsible for putting collaborative working 

arrangements in place

• a new name for the Clinical 

Commissioning Group (CCG)

• responsible for social care 

services provided by local 

authorities

• responsible for front-line delivery 

of NHS services to residents

ICP Integrated Care 

Partnership

• Local name e.g. Bedfordshire, Luton and 

Milton Keynes Health and Care Partnership, 

many similar to the name of the ICB

• A Joint Committee that develops the 
integrated population health strategy for the 

residents of the area

• an organisation

• responsible for service delivery

• taking decisions about resource 

allocation

27



What do systems do?

Bedfordshire, Luton and Milton Keynes Health and Care Partnership 28

The four core aims of Integrated 
Care Systems are to: 

• Improve outcomes in 
population health and 
healthcare. 

• Tackle inequalities in 
outcomes, experience and 
access. 

• Enhance productivity and 
value for money. 

• Help the NHS support 
broader social and 
economic development



Impact of working as a system for 

Finance

• Duty to break even as a System

• Managing System Financial Risks

• System financial reporting

• Capital managed as a system

• Many systems have developed financial principles

• Financial Planning

• Supporting transformation, pathway redesign and partnering  

Bedfordshire, Luton and Milton Keynes Health and Care Partnership 29



HFMA, SDN & ONF East of England

Annual Conference 2024

‘Same Problems, New Solutions’

26 – 28 February

Thank you for attending

Any questions?



Useful links

▪ HFMA Introductory guide to NHS finance

▪ NHS England » Infographics: Fair shares – a guide to NHS Allocations

▪ ONF Homepage (onenhsfinance.nhs.uk)

▪ Healthcare Financial Management Association (hfma.org.uk)

▪ NHS Skills Development Network (NHS SDN)

▪ An introduction and glossary to NHS and local government finance 
and governance in England (hfma.org.uk)

▪ NHS Acronyms & Glossary of Terms - SDN Y&H v1.pdf 
(skillsdevelopmentnetwork.com)

▪ Acronym Buster | NHS Confederation

https://www.hfma.org.uk/publications/hfma-introductory-guide-to-nhs-finance
https://www.england.nhs.uk/publication/infographics-fair-shares-a-guide-to-nhs-allocations/
https://onenhsfinance.nhs.uk/
https://www.hfma.org.uk/
https://www.skillsdevelopmentnetwork.com/home
https://www.hfma.org.uk/publications/details/glossary-for-nhs-and-local-government-finance-and-governance
https://www.hfma.org.uk/publications/details/glossary-for-nhs-and-local-government-finance-and-governance
https://www.skillsdevelopmentnetwork.com/tinymce4/js/tinymce/plugins/moxiemanager/data/files/Library/Docs/Other%20Docs/NHS%20Acronyms%20%26%20Glossary%20of%20Terms%20-%20SDN%20Y%26H%20v1.pdf
https://www.skillsdevelopmentnetwork.com/tinymce4/js/tinymce/plugins/moxiemanager/data/files/Library/Docs/Other%20Docs/NHS%20Acronyms%20%26%20Glossary%20of%20Terms%20-%20SDN%20Y%26H%20v1.pdf
https://www.nhsconfed.org/publications/acronym-buster
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