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Summary and Questions for TAGRA:

1. Board expenditure under the Highlands and Islands Travel Scheme (HITS) was traditionally reimbursed by the Scottish Government.  However, that expenditure is being transferred to board baselines and AST have been asked to consider appropriate adjustments to the formula which would allow it also to be reflected in target shares.  

2. Initial discussions indicated that both patient travel cost schemes (HITS and the means-tested scheme) might be included in the formula and boards were asked to report total travel scheme costs in this year’s Cost Book return.  The Costs Book exercise uncovered the fact that boards are taking different approaches towards patient travel expenditure reporting, particularly with regard to discretionary patient transport, and that further work is required to understand and rationalise this data.  

3. AST are proposing that an adjustment for HITS only, based on data in board annual accounts, be applied in the first instance and that the adjustment be extended to other travel costs when the data are sufficiently robust.  The justification for applying the adjustment to HITS first is that the data on HITS seems to be more robust and the issue of adjusting target shares more acute for those boards paying HITS. 

4. A key issue with travel cost expenditure is that we lack activity data and currently expenditure data is available only at the board level.  In addition total expenditure amounted to around £13 mn in 2013/14.  This implies that only a quite simple adjustment would be both feasible and proportionate.  

5. In this paper AST have identified two such options:

Option 1: a board level uplift (to be applied to all Data Zones within the board area) which is based on proportionate board expenditure on travel costs;

Option 2: a Data Zone adjustment generated through travel cost expenditure being allocated to a board’s hospital costs through the SFR’X’ sheets.  

6. TAGRA are asked to take a decision on:

· whether to proceed with an adjustment based on HITS expenditure only in the first instance, using annual accounts data;

· which option to adopt for the adjustment. 
7. If TAGRA are content to adopt one of these two options, AST will prepare an impact assessment for the April TAGRA meeting and will work with boards, through the Cost Book User Group, to improve the non-HITS travel cost data.  If TAGRA are not content to proceed at this stage they may wish to consider whether it would be appropriate to undertake option 3, which involves further research.  

Background
8. Health Boards subsidise travel costs incurred by some patients travelling to healthcare appointments.  There are two main patient travel subsidy schemes: the NHS Healthcare Travel Costs Scheme (covering all boards) which reimburses travel costs for patients who meet a means test criterion; and the Highlands and Islands Travel Scheme (HITS) which provides non-means tested reimbursement (of costs over £10) for journeys to health care appointments for people resident in the Highlands and Islands.  

9. Boards meet expenditure on the Healthcare Travel Costs Scheme from their general allocation.  In contrast the Scottish Government has reimbursed boards for their expenditure under the HITS.  Specifically, prior to 2012-13, the Scottish Government provided additional resources over and above NHS Board baseline funding to meet the in-year actual costs incurred in relation to the HITS.  

10. However, in an effort to bring greater accountability to the scheme as well as providing greater management incentives, a decision has been reached that HITS funding will now be included in NHS Boards baseline allocations. As a consequence, TAGRA are considering how travel costs could be incorporated in the NRAC formula, to ensure that the target shares reflect this change to the HITS.  

11. At its meeting on 6th August 2013 TAGRA discussed whether any adjustment should apply only to the HITS scheme and decided that, if it were practicable, both travel schemes should be included in any adjustment.  This note outlines options for the incorporation of travel costs into the formula.

12. Boards were asked to submit travel cost expenditure data for the Costs Book SFR24, for the first time this year.  Previously travel costs had only been included in SFR29 as a reconciliation to national accounts as they are subject to a Note 7 exclusion.  This data is shown in Table 1 below.  However, it has become clear that definitions and coding differ between boards in their treatment of non-HITS travel costs and practice relating to discretionary patient transport schemes.  Further work with the Cost Book User Group is planned to explore these differences.  

13. As an alternative source of information we have accessed health board annual accounts for 2013/14 (see Table 2) below.  The most reliable information would seem to be the HITS data in the annual accounts and therefore, if TAGRA are minded to choose either option 1 or 2, we recommend that only the HITS annual accounts data is used for the adjustment in the first instance.  We could expand the coverage to other travel costs later subject to clarification of the validity of the expenditure data and further discussions at TAGRA.  

14. Overall expenditure on patient travel schemes is relatively modest in the context of the NRAC formula budget, amounting to just £13.2 million in 2011/12 (see Table 2 below).  Expenditure in the Highland and Islands boards accounted for £10.7 million, or just over 80%, of this total.  The importance of this expenditure to the Island Boards is illustrated by the final column of Table 2, where expenditure can be seen to be range from £100 to £115 per person.
Table 1: Patient Travel Scheme expenditure 2010/11 to 2013/14. 

	
	2010/11
	2011/12
	2012/13
	2013/14
	2013/14

	
	£ 000
	£ 000
	£ 000
	£ 000
	£ per head

	Ayrshire & Arran
	na
	na
	na
	196
	0.53

	Borders
	*503
	*392
	na
	408
	3.58

	Dumfries & Galloway
	191
	206
	205
	261
	1.73

	Fife
	124
	81
	47
	46
	0.13

	Forth Valley**
	71
	100
	113
	93
	0.31

	Grampian
	326
	355
	369
	594
	1.02

	Greater Glasgow & Clyde
	510
	516
	585
	949
	0.83

	Highland
	2,687
	2,980
	3,005
	2,793
	8.70

	Lanarkshire
	18
	50
	17
	0
	0.00

	Lothian
	85
	191
	264
	161
	0.19

	Orkney
	1,670
	1,866
	2,058
	2,148
	99.58

	Shetland
	2,214
	2,533
	2,566
	2,656
	114.50

	Tayside
	336
	270
	315
	326
	0.79

	Western Isles
	na
	3,029
	na
	3,161
	115.37

	Scotland
	na
	na
	na
	13,791
	2.59


Notes: * Figure provided by John Raine to TAGRA; ** Forth Valley also records an additional category “FVR Travel Scheme (Bus deferred income)”. 

Source: Costs Book SFR 29 and SFR 24, various years.

Table 2: Patient Travel Scheme expenditure Annual Accounts 2013/14, £000 and £ per hd. 

	
	Patient Travel
	HITS
	Total
	£ per hd

	Ayrshire & Arran
	184
	11
	195
	0.52

	Borders
	408
	0
	408
	3.58

	Dumfries & Galloway
	261
	0
	261
	1.74

	Fife
	46
	0
	46
	0.13

	Forth Valley*
	82
	0
	82
	0.27

	Grampian
	221
	15
	236
	0.41

	Greater Glasgow & Clyde
	549
	0
	549
	0.48

	Highland
	135
	2,793
	2,928
	9.12

	Lanarkshire
	13
	0
	13
	0.02

	Lothian
	161
	0
	161
	0.19

	Orkney
	8
	2,140
	2,148
	99.58

	Shetland
	0
	2,656
	2,656
	114.48

	Tayside
	353
	0
	353
	0.86

	Western Isles
	48
	3,114
	3,162
	115.40

	Total
	2,469
	10,729
	13,198
	2.48


Source: Board Annual Accounts, 2013/14

Options for formula adjustments:
15. The most appropriate means of incorporating travel costs is through the unavoidable excess costs adjustment element of the formula, on the basis that travel costs represent costs of treating patients rather than need for health services.  

16. The following paragraphs outline the basic method used to calculate the hospital excess cost adjustment, before giving an outline of the proposed options.
Hospital Excess Costs Adjustment

17. The excess cost for hospital services is the cost ratio of local to national unit costs calculated at DataZone level, i.e. the ratio of the cost of providing the required local services at local unit costs to the (national) costs of providing those local services estimated at national unit costs. Unit costs are calculated as the average cost per episode, or length of stay, (separately by inpatient/day case/outpatient) by speciality for the population of the DataZone. 

18. These excess costs adjustments are specific to each of the care programmes (acute, care of the elderly, mental health & learning difficulties, and maternity). Local and national costs are analysed at data zones level, and then aggregated to the adjusted urban rural categories (8 categories) to produce the excess cost index. Each DataZone within the same urban-rural category shares the same index value. It is important to note that the denominator in this ratio is the numerator of the ratio used to calculate the Morbidity and Life Circumstances (MLC) adjustment.
Option 1:
19.  This option involves the calculation of a simple health board uplift ratio, based on relative expenditure in the most recent data.  The uplift would be calculated as the product of a health board’s share of travel costs and the share of total travel costs in total hospital expenditure at the Scotland level.  
This uplift factor is board specific and will applied to each DataZone within the Board.

Option 2:
20. In this option the travel scheme costs are added to the SFR speciality costs in order that they feed through into the estimated local unit costs, which are then used to calculate the excess cost adjustment.  As the travel cost data is currently only available at the board level and not for each care programme the travel costs will be applied pro rata to the speciality expenditure/activity totals. The steps are:

· feed the travel scheme expenditure into the hospital SFR5.3 (inpatients costs) and SFR5.5 (daycase costs) and thereby allow it to inflate the local costs of health care in the excess cost adjustment ratio;

· where these HITS costs in each board have to be apportioned to care programmes and specialities using various assumptions; such as care programme weightings and the volume of activities within each specialty. 

Option 3:

21. Should TAGRA feel that neither of the two options above were acceptable, we could undertake to do more work to explore alternative methods of incorporating travel costs in the formula, now that expenditure data have been published in the Costs Book.  Possible areas of research are:
· the possibility of generating a geographically based proxy to use as an adjustment – i.e. some function which is related to expenditure on travel costs;

· systematic literature review of travel costs in other health care resource allocation systems; 

· adoption of proxies used in other parts of the formula, such as ‘Out of Hours’ adjustment.
Discussion of alternatives:
22. There are advantages and disadvantages to each of the options listed.  The disadvantages tend to follow from the fact that expenditure data is only available at the health board level, the absence of any activity data for travel costs and the lack of explicit modelling of the relationship between travel costs and objective parameters.  

23. Option 1 is the most simple to implement, using the expenditure data from the most recent Cost Book to create a health board specific uplift for data zones.  It might score reasonably on core criteria of equity, practicality, transparency, relevance, responsiveness and face validity.  The absence of activity data and an objective relationship to the need for patient travel suggest that it would score less highly on the criterion of objectivity due to the absence of objective data on the need for travel; and the criterion of avoiding perverse incentives as the incentive to reduce travel costs might be weak.  Performance against the stability criterion would depend on the extent of year-on-year fluctuation in the use of the travel scheme.

24. Option 2 is more complicated than option 1, but remains relatively straightforward.  Applying the costs to the Costs Book SFR5.x effectively treats the costs as an overhead to those hospitals which are either treating the patients or (effectively) buying in that treatment from hospitals in other health boards.  This option appears to score well on practicality, transparency, avoiding perverse incentives, relevance, responsiveness and face validity.  However the averaging of the excess cost adjustment over the urban-rural category may result in some leakage from some health boards.  

25. The key disadvantage from option 3 is that it would involve disproportionate use of TAGRA resources to undertake further research with no guarantee of a better adjustment.  In addition, it delays the introduction of an adjustment and thus the inclusion of travel costs in target shares for an indefinite period.  

Summary of Options Against Core Criteria:

	Core Criteria
	Option 1
	Option 2
	Option 3

	Equity
	(
	?
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	Practicality
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	?
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	X
	(
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	(
	(
	?
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