AGENDA

TAGRA – 22nd MEETING – 30TH APRIL 2015
13:00 – 16:00, Room 7, Waverley Gate, Edinburgh
(Lunch served from 12:30 – 13:00)

1 Welcome and apologies

2 Minutes of last meeting and updates on actions
3 Update from Acute MLC Subgroup - TAGRA(2015)01
4 Presentation on funding arrangements for Custodial Forensic / Healthcare Services
5 Population data for 2016/17 NRAC formula run – TAGRA(2015)02
6 Update from Prisoner Healthcare Working Group - TAGRA(2015)03
7 Update from Community Health Data Project - TAGRA(2015)04
8 Work Plan - TAGRA(2015)05
9 Update from Scottish Allocation Formula Review - TAGRA(2015)06
10 Update from Population Estimates Comparison Project - TAGRA(2015)07
11 Recap of actions, A.O.B. and date of next meeting


Core Criteria

	Equity
	The primary consideration should be to achieve the greatest possible accuracy in capturing the cost implications of variations in need between population groups and across the country, in order to develop a formula that delivers the greatest possible equity of access to health services.

	Practicality
	Use should be made of good-quality, routinely-collected data, in order to produce an administratively feasible formula that can be readily updated.

	Transparency
	The rationale informing the formula’s methodology should be explicable and any judgements should be made explicit, although this should not lead to over-simplification of details which might add precision to the methods.

	Objectivity
	The formula should as far as possible be evidence-based, using as necessary the full range of available robust data. 

	Avoiding perverse incentives
	The formula should guard against perverse incentives and any negative consequences which might threaten the integrity of the data.

	Relevance
	There is a need to avoid the dangers of extrapolation and to make explicit where hard information is being used about one aspect of a service to make some assumption about an area where information is less good or absent.

	Stability
	There should be a reasonable degree of year-to-year stability in the data sources feeding in to the formula.

	Responsiveness
	The formula should result in shifts in the allocation of resources in response to changes in the need for healthcare services.

	Face validity
	The outcome of any changes to the formula should be subjected to a 'common-sense' check.


Agenda Annex - Parliamentary Questions and Committee transcripts relating to the NRAC formula

The following annex summarizes parliamentary business related to the NRAC formula that has occurred over the period 6th December 2014 – 16th April 2015. Over this time there have been four Parliamentary Question (Part A), two substantive mentions in Health and Sport Committee reports (Part B) and one substantive mention in the Public Audit Committee (Part C). Within all sections, items are organized chronologically with the most recent first.
Part A: Parliamentary Questions
Question S4W-24362: Neil Findlay, Lothian, Scottish Labour, Date Lodged: 05/02/2015

To ask the Scottish Government what assistance it is giving to NHS Lothian to overcome reported budget difficulties.
Answered by Shona Robison (17/02/2015): 
For 2014-15, NHS Lothian received an additional £17.521 million of ‘NRAC (NHSScotland Resource Allocation Committee) parity funding’ recurringly into their baseline allocation. A further £7.000 million is planned for 2015-16.

To provide the board with flexibility between years, the Scottish Government assisted NHS Lothian by carrying forward a £0.324 million surplus from last year (2013-14).

To date other allocations of funding have also been provided as follows:

	Description of Funding (2014-15)
	Amount (£ million)

	Local Unscheduled Care Action Plan
	2.358

	Waiting Times Standards
	0.5

	Access Support
	0.859

	Delayed Discharges – Winter Preparedness
	0.712

	New Drugs
	1.596

	Total
	6.025
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For 2015-16, NHS Lothian was previously planning on a £32.877 million baseline funding uplift (equivalent to a 2.8%); however as a result of the recent announcement of additional funding for drugs and delayed discharges, this has been increased by a further £9.135 million; taking the increase for 2015-16 to a total of £42.013 million; (equivalent to 3.5% of baseline funding).

Question S4W-24154: Richard Baker, North East Scotland, Scottish Labour, Date Lodged: 22/01/2015

To ask the Scottish Government what funding per capita it provided to NHS Grampian in 2013-14 and how this compares with other NHS boards.
Answered by Shona Robison (29/01/2015): 
This information is publically available on the Information Services Division Scotland website in the ‘NHS Costs’ section. The most up to date figures relate to the financial period 2013-14 and are provided in the following table:

	NHS Board
	Net Operating Expenditure per Head (£)
	Net Capital Expenditure per Head (£)

	Ayrshire and Arran
	1,953
	25

	Borders
	1,884
	34

	Dumfries and Galloway
	1,976
	38

	Fife
	1,769
	51

	Forth Valley
	1,674
	13

	Grampian
	1,596
	94

	Greater Glasgow and Clyde
	2,033
	230

	Highland
	2,005
	51

	Lanarkshire
	1,816
	29

	Lothian
	1,674
	32

	Orkney
	2,371
	36

	Shetland
	2,377
	60

	Tayside
	1,943
	34

	Western Isles
	2,859
	58

	NHS Scotland
	2,089
	90
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It should be noted that spend per capita does not take into account variation in relative need which is what the NHSScotland Resource Allocation Committee (NRAC) formula does. The primary reason for the difference between the per capita expenditure and the weighted per capita expenditure is relative need.

The NRAC formula is a funding approach agreed by all boards and the Technical Advisory Group on Resource Allocation (TAGRA) that oversees the formula is a group made up of representatives from across the NHS. It is accepted that the NRAC formula will always be subject to refinement and development.

The NRAC formula has been phased in since 2009-10. It has been made clear that any adjustments made to the 14 territorial health boards’ funding would be phased in over a number of years by way of ‘differential growth’ as has been the practice under both the previous SHARE and Arbuthnott formulae, and that no board would receive a cut in funding.

The additional parity funding planned to be provided in 2015-16 to NHS boards currently below their target share is shown in the following table:

	NHS Board
	Additional NRAC Parity Funding 2015-16 (£ million)

	Ayrshire and Arran
	1

	Fife
	3.5

	Forth Valley
	0.5

	Grampian
	29

	Highland
	11.5

	Lanarkshire
	13.5

	Lothian
	7

	Orkney
	4.5

	Shetland
	0.1

	NHS Scotland
	70.6
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It is expected that no NHS board will be below 1% from funding parity by 2015-16.

Question S4W-23885: Richard Simpson, Mid Scotland and Fife, Scottish Labour, Date Lodged: 07/01/2015

To ask the Scottish Government how much funding it is providing to each NHS board to meet increased demand due to the winter, and what the criteria are for determining this.

Answered by Shona Robison (20/01/2015): 

We have invested over £29 million this year (2014-15) to support the NHS and help boards cope with the added pressures they are experiencing as well as manage winter pressures.

We have invested £9.5 million through our National Unscheduled Care Action Plan. This was allocated to all boards, including the Scottish Ambulance Service and NHS 24. The allocation to each board was determined by using the NHSScotland Resource Allocation Committee (NRAC) formula.

We have invested £10 million to support improvements in relation to delayed discharges, whilst minimising potential disruption to services, patients and carers over the winter period. Some of this funding was allocated to boards on a NRAC basis and the remainder was determined by assessing the level of delayed discharge.

In December 2014 we announced a further £10 million investment to support winter resilience by increasing capacity during winter months and help stop patients being admitted to or delayed in hospital unnecessarily, easing the impact of pressure on both scheduled and unscheduled care. The allocation of this funding will be determined by a number of factors including, NRAC, level of local pressures, delayed discharge and elective cancellations/pressures.

NHS boards have also invested around £20 million to support improvements in unscheduled care and winter resilience. This is a combined investment from central and local funding to of £50 million.

Question S4W-23846: Sarah Boyack, Lothian, Scottish Labour, Date Lodged: 07/01/2015

To ask the Scottish Government what plans it has to assist NHS Lothian address its reported £70 million deficit.
Answered by Shona Robison (20/01/2015): 
NHS Lothian along with all other boards have an agreed financial plan to deliver a balanced outturn in 2014-15 and the board have indicated they will achieve this position in 2014-15.

The Scottish Government work with NHS boards to help them achieve financial balance through long-term financial planning.

In 2015-16, NHS Lothian’s resource budget is planned to increase by £37.7 million (3.2%) to £1,225.7 million. This is an above inflation increase in 2015-16 and includes £7.0 million of additional NHSScotland Resource Allocation Committee (NRAC) funding. This follows a previous increase of £46.8 million (4.1%) in 2014-15, which included NRAC parity funding of £17.521 million.

The NHS Lothian financial plan for 2014-15 was approved by the Scottish Government in March 2014 as part of the board’s 2014-15 local delivery plan. The NHS Lothian plan forecasts that the board will remain in financial balance over the five-year planning period. Boards have a statutory obligation to meet their financial targets and are expected to submit plans which reflect this.

Part B: Health & Sport Committee transcripts and reports
Excerpt from Report on Draft Budget, 12 January 2015
84. As noted in Audit Scotland’s NHS in Scotland 2013-14 report, some of the challenges experienced by health boards, including NHS Orkney and NHS Grampian, are exacerbated by the fact that the revenue allocation is or had not been aligned with the expected NRAC formula.
85. The Committee notes that the Scottish Government has the objective that all NHS boards should be within 1% of NRAC parity by 2016-17. The Committee asks the Scottish Government to provide further information on how resources will be identified to meet this objective and the impact that this transfer of resources will have on other priorities and services.

Excerpt from 9th Report, 2014 (Session 4): NHS boards budget scrutiny
53. The attention of the Committee has been drawn to the NRAC formula adopted to determine the allocation of funding across the NHS territorial Boards. The Committee notes the evidence it heard from boards over the continued distance from parity, i.e. between the resources allocated and the resources that the formula identifies as needed. The Committee notes that the use of latest Census data in the calculation for 2014-15 has resulted in some major shifts, with some boards moving closer to parity, while others have moved further from parity.

54. There is still some concern, however, regarding the implications for the current funding in respect of NHS Grampian and NHS Greater Glasgow and Clyde. While Grampian remains below parity (for which it is expected to be compensated in the forthcoming three years), Greater Glasgow and Clyde remains above parity.

55. As the NRAC formula is expected to achieve a fair distribution of the resources, the implication is that any variance from the parity levels suggests a sub-optimal allocation of funds.

56. The Committee understands that the formula is not perfect. No formula can be. The Committee is pleased to hear that the Scottish Government is extending efforts to improve the quality of the information used in the formula and the appropriateness of the information provided to support the process of the allocation of resources. However, the Committee would welcome further clarity on how the Scottish Government intends to achieve parity within the next three years and whether it is confident that the boards are sufficiently prepared for the changes in funding allocations that this will imply.

57. Additionally, it would be helpful if the information on the NRAC distance from parity could also be provided as a percentage value, as providing the information only in monetary value might not provide the reader with the clearest sense of the proportion of total resources allocated. The distance in percentage terms would make it easier to see the difference between current funding and that identified by the formula.

58. In addition to what is suggested in earlier points with regard to the NRAC formula, it might be appropriate for each board to outline the factors that affect its resource need and that may not be captured in the NRAC formula. Given the Committee’s ongoing work on health inequalities, it would particularly welcome more information from the Scottish Government on how NRAC funding is being allocated according to need and how this informs decision-making and is guiding local spending.

Part C: Public Audit Committee transcripts

1st Meeting, Wednesday 14 January 2015
NHS in Scotland 2013-14

Paul Gray: I will ask John Matheson to comment on that in more detail. The committee will be aware that a decision was made on distribution of the Barnett consequentials that provided additional resource for the NHS in Scotland, and the additional funding for NHS Highland was part of that. When that money became available, it was distributed appropriately.
Mary Scanlon: The money for NHS Highland was based on the additional NHS spending at Westminster that made money available in Scotland.

Paul Gray: Mr Matheson will give you the detail.

John Matheson: The Scottish Government has a commitment to move boards towards NRAC parity in a measured way that does not destabilise the boards that are above parity. The previous cabinet secretary made the commitment that all boards would be within 1 per cent of parity by fiscal year 2016-17.

The additional consequentials have given us the opportunity to accelerate that progress, so all boards will now be within 1 per cent of parity by fiscal year 2015-16, which starts on 1 April. That is based on the current formula. As has been discussed previously at the committee, the formula is dynamic. For example, we recently reviewed the remote and rural weighting within the formula, which was beneficial to NHS Highland.

As a result, for 2015-16, NHS Highland will get an uplift of 4.7 per cent, which is second only to NHS Grampian in terms of the scale of the uplift. That is an additional £24 million.

NHS Highland received brokerage of £2.5 million last year. It is important that all boards are made aware of their budget at the earliest possible opportunity. We do that by giving advance notification and by working collegiately across NHS Scotland. That means that boards can make consistent planning assumptions about potential pressures from superannuation and so on. We give boards assistance by giving them information at the earliest possible point. We try to minimise compartmentalisation of allocations and to bundle them around themes rather than give individual allocations. We try to give allocations as early as possible in the year.

NHS Highland was clear about its allocation. It approached us towards the end of the year looking for assistance. As Mr Gray has indicated, we gave that assistance, predicated on our being reassured that it had a robust plan that included repayment of the brokerage. We have now been able to give NHS Highland further assistance through an enhanced uplift and we are working closely with the board on its financial plan for the future.

[ …. ]
Colin Beattie: I start by asking for a clarification. Mr Gray’s submission of 4 December refers to formula capital, which is not a term that I have heard before. What does it mean? 

Paul Gray: I will ask my accounting expert to explain it. It may be something else that we could explain more clearly for the committee. 

John Matheson: Formula capital is the capital that is allocated to health boards to deal with routine maintenance, including backlog maintenance and purchase of equipment. It is differentiated from capital that is allocated for major projects, such as the south Glasgow hospital development, for which the dedicated sum of £824 million has been allocated. 

Formula capital is allocated on a formulaic basis, as the name suggests, using the NRAC formula. Each board gets a share of a total pot. The formula capital pot for 2015-16 is £15 million more than for 2014-15, so the formula capital allocation is going up. A particular area of focus in the utilisation of that is dealing with backlog maintenance.

1

