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The submission addresses each of the three key areas as requested: 
 
• the impact of the recession on public sector budgets in Scotland for 2009-

10 and in future years; 
• in particular, the pressures and demands of the Scottish Government’s 

2010-11 budget;  and 
• the likely implications for the Scottish Government’s budget in the longer 

term. 
 
1) The impact of the recession on public sector budgets in Scotland for 

2009-10 and in future years. 
 
The effect of the recession on the economy of Dumfries and Galloway has, to 
date, been more of a general slow down rather than a shuddering halt, which is 
similar to the Scottish economy as a whole.   The medium to long term impact will 
be dependent on the severity and length of the global recession / depression. 

 
There has, to date, not been any noticeable impact on demand pressures on the 
health service in Dumfries and Galloway.   However, potential future pressures 
may materialise within the area of mental health and primary care which could 
impact on our ability to hit specific HEAT (KPI) targets specifically in the reduction 
of anti depressants.   We will continue to monitor the impact in these areas. 
 
In terms of the cost of procurement of consumables the picture remains volatile 
and difficult to assess.   Some products procured from outwith the UK are 
susceptible to currency fluctuations such as incontinence products and we have 
seen a sharp increase in this area.   Volatility in the energy market has forced us 
to set prudent budgets to mitigate the high degree of risk.   However, the 
movement to the national public sector contract should help to reduce the risk. The 
expected position over the next 12 months is of further deflation;  however, the risk 
remains that this may turn quickly to inflationary pressures. 

 
The Board’s Endowment portfolio has been impacted on by the downturn in equity 
investments and has seen a reduction in excess of 20% of previous valuations.   
The focus is now to avoid inflationary pressures as a result of the national 
government’s policy of quantative easing.   Steps are being taken to amend the 
investment portfolio to minimise this risk. 
 
2) In particular, the pressures and demands of the Scottish Government’s 

2010-11 budget. 
 
The impact of the pre budget announcement and the forecast requirement for the 
Scottish Government to deliver additional savings of £500m in 2010-11 will have a 

 



 

very clear impact on the ability of the service to deliver specific HEAT 
improvement targets and stay in recurring financial balance. 
 
The three pronged challenge will be to deliver efficiencies to fund: 
 

• reductions in Scottish Government allocations previously used to fund pay 
and price inflation; 

• the additional resources required to be invested to deliver challenging 
HEAT targets (waiting times);  and 

• investments required to deliver local service improvements – for NHS 
Dumfries and Galloway, this is specifically the Clinical Strategy. 

 
The concern is that the level of efficiencies required to be delivered will not be 
achievable without a significant reduction in service.   It would be helpful if the 
Scottish Government reviewed its manifesto commitments for health specifically in 
relation to free prescriptions and waiting times to minimise the financial impact to 
Health Boards. 
 
A large proportion of allocations to the Health Service are classified as ‘ring-
fenced’ and again it would be helpful if the allocations provided greater flexibility to 
Health Boards to deliver services to their local population.  
  
3) The likely implications for the Scottish Government’s budget in the 

longer term. 
 
NHS Dumfries and Galloway is currently engaged in a strategic review of its future 
service provision under the banner of the Clinical Strategy.   The focus is on 
improving patient care and making sure the estate is fit for purpose.   The plan is 
dependent on a significant level of capital investment over the next six years of 
circa £150m and revenue investment of circa £8m.   The current financial plan 
takes cognisance of the twin revenue and capital targets.  However, the degree of 
certainty over future revenue and capital allocations is of concern.   Assistance 
from the Scottish Government in giving greater clarity on long term assumptions 
would greatly assist the Board in delivering its challenging programme. 
 
It is recognised that to deliver the level of investment required, significant 
efficiencies will require to be delivered while at the same time delivering an 
improved service to patients.   In order to offset this risk, the Board is focusing on 
the medium to long term provision of services and is engaged in active dialogue 
with the Local Authority to investigate opportunities to deliver synergies through 
co-operation.  

 
The Board is aware that difficult decisions will require to be made in order to 
deliver effective and efficient services against the backdrop of a difficult financial 
position.   The Board will, however, require political support in taking forward some 
of the service specific efficiency decisions.  
 
Key Messages 

• Less ‘ring-fenced’ allocations; 

 



 

• Greater degree of certainty over future allocations and savings 
requirements; 

• Recognition that previous manifesto commitments will require to be tested 
to recognise the challenging financial position;  and 

• Political support to deliver efficiency savings. 
 
Michael Keggans, Chairman. 
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