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ITEM CH6(c)

CHILDREN’S SERVICES SCRUTINY COMMITTEE – 13 DECEMBER 2005

BUDGET SCRUTINY

Budget Task Group: Occupational Health Service (OHS): Key lines of enquiry and supporting notes

Background

The service is very small by OCC standards, with two staff, plus time from doctors, a nurse and counselling services. The information collated suggests that the OHS is experiencing extreme pressure and is no longer able to provide a timely and effective service. The substantial increase in referral rates, particularly from schools, is in part due to an increased awareness of the service. At present this service is free to schools but new proposals for increasing the budget will be severely compromised if all schools do not sign up, raising significant issues around the responsibility for the health and safety of school staff.  These proposals are outlined below (see p.3), but in essence are about the introduction of a “subscription/insurance” service (based on the number of school staff). 

Budget and Spend

(£000)






2003/04
2004/05
2005/06


Overall Position
 
 
 



 

 


Net Budget
80
83
76



 
 
 


Actual Spend
104
112
136
(forecast year-end)


 

 


Overspending
24
29
60
(forecast year-end)

The 2005/6 budget is reduced from £83k to £76k, and the overspend is forecast to increase. The main area of overspending for the last 3 years has been on doctors’ fees, reflecting the ever-rising scale of referrals. In 2005/06 there is also overspending on employee costs, as a nurse appointment has been made - initially on a temporary basis and now permanently – provision for which was not in the original budget.

Key Lines of Enquiry

The following questions indicate potential lines of enquiry for the Committee to take.
Q: What is the aim of the Occupational Health Service? what is the vision for this service in five years time?

Notes: The OHS comes under the remit of the Human Resources division, but does not have a separate section in the Service Plan. Activities include: 

Pre-employment health assessments: Ensuring compliance with statutory legislation for health surveillance: Management of referrals due to frequent short term or long term absence attributed to ill health:   Rehabilitation, re-deployment and retirement on grounds of ill health:  Liaison with general practitioners and other health specialists when necessary:   Ergonomic assessments and advice in relation to workstation and equipment use:       Health surveillance and environmental assessments with relation to physical as well as chemical hazards:  Psychological support for staff experiencing work related stress:  Implementation of health promotion activities such as alcohol and smoking cessation, healthy eating and lifestyle, well woman and well man advice:  Development, implementation and monitoring of Health and Safety policies: Audit of accidents at work and statistics:  Advice on first aid at work provision: Maintenance of confidential health records.

Despite this wide remit, it is hard to see what the actual plan for the service is (what is the strategic overview of this service, what are the management aims for it?), and given the current budget pressures it is necessarily responding to circumstances which are creating an increase in demand. According to managers, without an adequate service, the Council:

· is at risk of legal action

· will have increased levels of sickness absence

· will not manage its staffing resources efficiently

· will lose an important staff benefit.”

The number of referrals (i.e. employees referred to the OH service) has increased significantly, and a large volume of work is generated by routine pre-employment screens (i.e. checking contract forms). 

A) Numbers of Referrals



Year
No. of Referrals
 
 

 
OCC
External
Total

1999/ 00
317
120
437






2000/ 02
386
64
450

 

 
 

2001/02
322
68
390

 

 
 

2002/03
289
67
356

 

 
 

2003/04
439
87
526

 
 
 
 

B) Details of current workload (2005)


Service
No. per annum

Pre-employment
 

..Screens
4,500

..Consultations
225

..GP reports
220

 
 

Referrals (doctor and nurse support)
551

Ill health retirements
 

..OH doctor
125

..GP/specialist
50

..independent assessor
15

The aim of this line of enquiry is to establish what options are being considered for the service, and what the strategic aim is. It is not possible to plan a budget for a service without knowing what you want it to do. Other questions relating to this are: 

What are the priorities? What constitutes the essential core business of the service – what sort of service do we want to provide, Rolls Royce or bare minimum? Who is determining or who should determine these choices?

Q: What are the principal causes of the rapid increase in referrals to the OHS? What is being done to address underlying issues?

Notes: For the last 3 years the OHS has been significantly overspending its budget. This has been partly due to increasing medical fees and changes in regulations (e.g. early retirement), but is mainly the result of the escalating scale of routine referrals. In 2004/05 the latter increased by 48%, mainly coming from schools and to a lesser extent from Social & Health Care. Stress/ depression is one of the factors in referrals. This would need to be addressed separately as an issue of concern, rather than solely as an issue for occupational health. Long term sickness absence also accounts for a significant proportion of the referrals.

This indicates the mixture of routine, proactive and ‘responsive’ work that the service undertakes. Many factors are beyond its control, such as the number of recruited positions that need pre-employment screening. 

The aim of this line of enquiry is to get behind the figures to what is causing the over-spend. This would need to be addressed in order to effectively manage the budget.

Q: What is the medium term (as opposed to short term) plan for getting the service to operate within budget?

Notes: Papers from the County HR Manager were discussed by the Business Managers Group in May and June of this year and, as a result, action is proposed as follows :

· The budget for 2006/07 to be enhanced significantly (by £110,700) to cover the cost of extra staff, doctors’ costs and other vital services;

· A “pay as you go” service to be introduced for all directorates, with the exception of schools;

· A “subscription/insurance” service to be introduced for schools, (based on the number of staff). At present this service is free to schools.

The proposals must provide a sustainable basis for the long-term viability of the service, rather than a short-term response to a crisis. 

The aim of this line of enquiry is to see how far the service is able to plan to keep within budget in coming years. Other questions relating to this area:.  

What corrective action is being taken?  What do you favour?  Are all these options likely to be equally effective?  Is it felt that the service is trying to do too much, or that it is simply under-resourced for the work it is required to do?

Q: Would a cost-centre or activity based approach to budgeting/accounting for spend be useful in helping the service to plan its activity?
Notes: Routine activity such as pre-employment screening accounts for a large amount of the work of the service, but these are not the most costly elements of the work load. Looking at how to manage the volume of routine work may help to tackle the slow process in this area. 

The aim of this line of enquiry is to examine how activity relates to spend.

Q: What risks have been identified in the proposals to recoup additional costs from Directorates and Schools? What options are being considered for Schools who do not sign up to the proposed ‘insurance/subscription’ OH service?

Notes: There are risks associated with the proposed new cost structure, particularly in relation to schools. It is not clear that schools can be obliged to sign up, or what alternatives will be pursued. If they don’t sign up and therefore don’t pay, will the OHS service be able to continue operating? Is there a risk of any legal action? It is possible that sickness and absence will increase. The service is relying on increasing its funding, but it must have a clear contingency plan for action if the target income is not met.

The aim of this line of enquiry is to establish how the service proposes to manage the risks presented by the new funding proposals. 
Q: What are the controls in the service? How is demand managed? How far is the service able to operate in a preventative way e.g. to tackle work-place stress?
Notes: It is essential to know how far the service is able to effectively manage demand, and what controls are in place to ensure that the service does not keep going over-budget. It is anticipated that an inspector from the Health and Safety Executive will be inspecting OCC during 2005/06. He has already indicated that he will focus on sickness management and stress, amongst other topics. His (informal) response to the original resourcing of the service was that it was inadequate compared to other employers and the requirements of the service.

The aim of this line of enquiry is to look into how much the service is able to control demand, and how much demand is actually generated by the focus on different work place health issues. Other questions include:
What monitoring takes place during the year?  What expectations are there for intervening during a year?  What is the scope for corrective action to be taken if monitoring suggests things are going off track?  How are demand-led services restricted elsewhere in the Council (or in this type of service in other organisations)?

Q: Would there be benefits of a OH service that could generate more income? are there potential drawbacks?

Notes: The OHS currently has a number of ‘external’ clients (e.g. Probation Service, Isis Accord) who use the service. There is a possibility that OCC could provide an occupational health service, and for example, pre-employment screening, to a wider range of local employers. This would generate income for the service. However, there is currently a lack of capacity to take this work on.

The aim of this line of enquiry is to see what potential there is in expanding the service, rather than maintaining at the current levels.
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