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REMIT, MEMBERSHIP AND WAYS OF WORKING
INTRODUCTION

1. At this first meeting of TAGRA it is important to establish a shared sense of ownership of the group’s remit, membership and methods of working. This paper sets out a proposed remit for TAGRA, along with proposals on the membership of the group and on ways of working.
PURPOSE
2. It is intended that TAGRA should discuss and agree their remit, membership and ways of working at this meeting. 

BACKGROUND

3. TAGRA has been established in response to NHSScotland Resource Allocation Committee’s (NRAC) Final Report. NRAC took the view that a periodic review of the formula was not optimal and that some version of the way that England deals with this issue would be more appropriate. The Department of Health has an ongoing review group which meets several times a year and shapes the development of the formula. Essentially, instead of reviewing all parts of the formula in one go, they examine one (or a few) aspects of the formula at a time. NRAC considered that this would help spread the workload and make keeping the formula up to date more manageable. They felt it would also mitigate against there being step changes in the results of the formula by encouraging a more gradual development of the formula. Thus they recommended:-

“Recommendation 10.12 - A standing committee should be set up to review the formula and ensure that the individual elements of the formula are refined and improved as new methods and data become available. The future work on the formula would be best carried out by a committee that can focus on one element at a time.”

4. When the Cabinet Secretary announced her decision to accept NRAC’s proposed changes to the formula she also accepted this recommendation from NRAC. The news release (22 February 08) states that:-

“A new group within Scottish Health Directorates will be established to lead work on the future development of the formula”. The press release also added that the comments received from the Health and Sport Committee and Health Boards on NRAC’s Report would be used to “help shape the future development of the new formula under the new review group”

5. Prior to this statement, the Cabinet Secretary’s letter to Jeremy Purvis MSP referred to a review group which would “take forward the future maintenance and development of the formula” and that it would fully consider issues raised by NRAC and stakeholders to ensure that the formula continues to allocate funds on a fair and equitable basis. Other correspondence and SCANCE briefing has tended to use the phrase “maintain and develop the formula” with reference to what the review group will be asked to do.

DISCUSSION

PROPOSED REMIT

6. We propose the following draft remit for the new TAGRA.


“The remit of the Technical Advisory Group on Resource Allocation is:-

· To advise on the future maintenance and development of the Arbuthnott/NRAC formula for allocating resources to Health Boards for Hospital and Community Health Services and GP prescribing
· To advise when the individual elements of the formula can be refined and improved as new methods and data become available

· To consider issues raised in NRAC’s Final Report and by stakeholders, as required by the Scottish Government, to prioritise and commission the investigation of these issues and to recommend changes to the formula as appropriate

· To ensure that the formula continues to allocate funds between Health Boards on a fair and equitable basis.”
7. In the first year, we would expect TAGRA to consider and prioritise the main issues (see paper TAGRA0804) raised by stakeholders including for example, the concerns relating to remote and rural and out of hours adjustments raised by Health Boards, the Health and Sport Committee and MSPs.

8. This draft remit is for discussion and agreement by TAGRA. Annex 1 contains background on the remit of previous similar groups and a summary of the most recent Parliamentary statements on TAGRA.

MEMBERSHIP
9. The membership of TAGRA has been selected to ensure that as far as possible this will be a ‘technical’ group with membership drawn from those who will be able to advise on the technical aspects of resource allocation, those who will undertake the related development work, and those who are directly affected by the Formula (i.e. the Health Boards). The current membership covers each of those groups as follows:-
· Chaired by John Matheson, Director of Finance, Health Directorates as the responsible officer for the Arbuthnott/NRAC formula

· two former NRAC members to give continuity

· four Directors of Finance and 4 non-executive Directors to represent a cross section of Health Boards

· two academics to ensure methodological debate and rigour

· two representatives from both Analytical Services and ISD, drawn from the former NRAC team, who will undertake and commission work for TAGRA

· an ASD minute-taker

10. In total seven Health Boards are represented on TAGRA, ranging from islands to urban centres. 
11. TAGRA will be charged with advising on the development of the formula and will provide a forum at which issues can be raised (e.g. the treatment of out of hours services, and equitable adjustment for the cost of delivering remote and rural services).  

WAYS OF WORKING

12. We envisage that the group would meet on a quarterly basis to allow time for work to be conducted between meetings. As the first meeting is in August, we propose that the following meetings should be held in November, February and May. ASD and ISD would be responsible for undertaking or commissioning the work agreed by the group between these meetings.  We anticipate that the group would focus mainly on one issue at a time rather than attempt to examine all aspects of the new formula at once, although the preferred method of working is for the Chair and TAGRA themselves to decide.

13. One of the aspects of NRAC’s working arrangements which proved particularly successful was the use of a set of core criteria to assist in judging the merits of work it undertook or commissioned. TAGRA may wish to consider adopting something similar. NRAC’s set of core criteria are attached for information, at Annex 2. 

14. Other issues which TAGRA will wish to consider in relation to its ways of working include how decisions are reached and recorded, and how TAGRA involves the wider community of stakeholders with an interest in resource allocation issues. In terms of decision making, NRAC attempted to reach consensus amongst members (with ASD/ISD staff considered as ‘supporting’ the Committee rather than full members) rather than formally voting. We recommend a similar approach for TAGRA, with voting only used where it is the only means of arriving at a decision. With this in mind, it is worth noting that whilst members have been selected to represent a cross section of Health Boards and interests, TAGRA is expected to take decisions that reflect the need for all areas to be treated fairly. NRAC also requested that any analysis was presented ‘blind’ (i.e. the Health Boards were anonymised to prevent any possibility that NRAC could be accused of having taken decision based on which Boards would benefit). We recommend that TAGRA takes a similar approach.
15. The issues of consultation and communication are also extremely important ones for TAGRA to consider at the outset. We propose that Health Board representatives feed back TAGRA’s discussions and decisions to colleagues in their own and other Boards. Progress with TAGRA’s work will be made available to Health Board Chairs, Chief Executives and Directors of Finance. If Health Boards wish comment on TAGRA’s work or suggest ideas for future analysis, then this should be done formally through the TAGRA secretariat. 

16. There is significant interest in the work of this new group within Parliament, NHS Scotland and beyond, and as such we propose that a TAGRA website is set up on which we can publish papers and minutes of the meetings. The website will present final agreed papers and analysis. This approach was taken in the NRAC work and was successful both in allowing interested stakeholders to see progress and as a resource for both Committee members and SG/ISD staff. 

RESOURCES
17. TAGRA will be supported by a dedicated resource in ISD and ASD based around a small experienced team of analysts. The team will have access to some additional financial resources to procure external research and/or to fund additional analytical capacity within ISD or ASD as appropriate 
CONCLUSIONS
18. We invite TAGRA to discuss and agree the remit proposed in paragraph 6.

19. We invite TAGRA to agree the membership of the group as set out in paragraphs 9-11.

20. We invite TAGRA to discuss and agree their preferred ways of working based on the proposals set out in paragraphs 12-16.
PROPOSED NEXT STEPS
21. Subject to TAGRA’s agreement ASD will liaise with ISD and Communications colleagues as appropriate to set up a new website for the papers and minutes of the Group. The agreed remit will be included on the webpage. The initial version of the website will be circulated to members for comment prior to its launch.
22. The agreed remit, membership and ways of working of TAGRA will be communicated (by ASD) to the Cabinet Secretary along with a summary of decisions taken at this first meeting of the Group. 
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ANNEX 1

NRAC took the view that a periodic review of the formula was not optimal and that some version of the way that England deals with this issue would be more appropriate. The Department of Health has an ongoing review group which meets several times a year and shapes the development of formula. Essentially, instead of reviewing all parts of the formula in one go, they examine one (or a few) aspects of the formula at a time. NRAC considers that this would help spread the workload and make keeping the formula up to date more manageable. They felt it would also mitigate against there being step changes in the results of the formula by encouraging a more gradual development of the formula. Thus they recommended:-

“Recommendation 10.12 - A standing committee should be set up to review the formula and ensure that the individual elements of the formula are refined and improved as new methods and data become available. The future work on the formula would be best carried out by a committee that can focus on one element at a time.”
When the Cabinet Secretary announced her decision to accept NRAC’s proposed changes to the formula she also accepted this recommendation from NRAC. The news release (22 February 08) states that:-

“A new group within Scottish Health Directorates will be established to lead work on the future development of the formula”. The pres release also added that the comments received from the Health and Sport Committee and Health Boards on NRAC’s Report would be used to “help shape the future development of the new formula under the new review group”

Prior to this statement, the Cabinet Secretary’s letter to Jeremy Purvis MSP referred to a review group which would “take forward the future maintenance and development of the formula” and that it would fully consider issues raised by NRAC and stakeholders to ensure that the formula continues to allocate funds on  a fair and equitable basis. Other correspondence and SCANCE briefing has tended to use the phrase “maintain and develop the formula” with reference to what the review group will be asked to do.

The current draft letter to Karen Facey also adds that the intention is for the group to focus on keeping the formula up to date, but not explicitly reviewing the formula”. This reflects comments from the Cabinet Secretary and Kevin Woods that they do not want to create an industry out of maintaining the formula.

Remits of related Groups

NHSScotland Resource Allocation Committee (NRAC) 
NRAC was established in February 2005 with a remit to:- 

· improve and refine the Arbuthnott Formula for resource allocation for NHSScotland; 

· advise on possible formulaic approaches to the parts of health expenditure not currently covered by the Formula (e.g. primary care dental, pharmaceutical and ophthalmic services); 

· keep under review the information available to support existing elements of the Formula and consider the inclusion of new data (e.g. ethnicity); 

· consider in the light of the pilot exercises adjustments to the Formula for unmet need; 

and consider any relevant issues which are referred to it. 

Interpretation – This was a deliberately quite wide remit as it represented the first time that the Arbuthnott formula had been reviewed since its inception. The final line gave NRAC an opportunity to consider any issue that they thought was “relevant”. It also include some quite specific tasks such as the unmet needs pilots which reflected work that had been started by previous Groups (in this case SCRA). 

Arbuthnott Review
The Arbuthnott review was set up in December 1997 with the task of conducting an independent review of the way in which revenue is allocated annually to the 15 NHS boards in Scotland.  This was the first such major review since 1977 when the share formula was introduced.
The review operated with a steering group and an expert group.  The terms of reference and membership of each were as follows:
Steering Group:-

“To advise the Secretary of State for Scotland on methods for allocating the resources available to the National Health Service in Scotland, including both primary and secondary care, which are as objective and needs-based as available data and techniques permit, with the aim of promoting equitable access to healthcare; and to bring forward recommendations to Ministers by June 1999”

Expert Group:-

"To advise the Steering Group reviewing the national allocation of health resources to secondary and primary care in the National Health Service in Scotland on all matters referred to it by the Group."

Interpretation – The split between the Steering Group and there Expert group recognised the complexity of the task that they faced in reviewing a formula that been reviewed since 1977. The terms of the remit gave the Committee freedom to consider any possible method for allocating resources as long as it was objective and fair to all. 

Standing Committee on Resource Allocation (SCRA)
following the completion of the Arbuthnott review a further group was established to review the Arbuthnott formula and monitor its operation. the remit of SCRA was as follows:-
· keep the formula for resource allocation for NHSScotland under review;

· keep under review the information available to support elements of the formula;

· advise on possible formulaic approaches to the parts of health expenditure not currently covered by the needs-based formula; and

· advise on adjustments to the formula for unmet need to tackle inequalities in the light of consultation.

Interpretation – This is a narrower remit than Arbuthnott and arguably NRAC were given. It talks of keeping the formula “under review”, rather than conducting a full scale review. Again, it also specifically covers particular tasks such as the unmet needs pilots.

Advisory Committee on Resource Allocation (ACRA)

In England the Department of Health has a standing committee that reviews their resource allocation formula. Their approach is to have a high level group known as ACRA supported by a group of technical experts (including representatives from Trusts).

ACRA's terms of reference are:-

   “To advise the Secretary of State for Health on the distribution of

   resources across primary and secondary care, in support of the goal of

   equitable access to healthcare for all; and

   to develop and apply methods which are as objective and needs-based as

   available data and techniques permit.”

ACRA’s objectives are to develop a funding formula for revenue allocations

that:

· ensures equal opportunity of access to health care for people at equal risk 

· contributes to the reduction in avoidable health inequalities.

Interpretation – This remit reflects the ongoing nature of ACRA’s work. It is also quite wide in that allows “methods” to be developed as appropriate/possible. ACRA is supported by a subgroup known as the Technical Advisory Group (TAG). I understand that TAG doesn’t have its own written remit but is designed to support ACRA by doing the technical work to support the ‘rolling review’ of the formula.

Parliamentary debate on Remote and Rural Health Care – 5 June 2008

NRAC’s report and the setting up of  a new group featured in this debate. The key outcome was that an amendment from Liberal Democrats was accepted which states that:-

“and in line with recommendation 10.12 of the NHS Scotland Resource Allocation Committee’s (NRAC) report calls on the Scottish Government to establish without delay a standing committee to lead work on the future development of the NHS board funding formula and to come forward with details on the precise membership, format and remit of the committee, and further calls on the Scottish Government to review the impact of the NRAC report on NHS boards’ ability to maintain and develop remote and rural services.”
In accepting this amendment the Cabinet Secretary made a number of comments:-

“a funding formula should not be static. It should be kept under review and should be continually refined. There should be a mechanism for genuine concerns to be addressed……which is why the Scottish Government has accepted the NRAC recommendation to establish a standing committee that will be charged with development of the formula”

“I am happy to confirm… that issues that are raised will be kept under review”

Shona Robison added that:-

“Work has begun on setting up the group. The details will be announced shortly…..The expert group that will be established to consider the funding formula will be able to  consider and make recommendations on issues such as the cost of providing out of hours services in remote and  rural areas.”

ASD-HFD

August 2008
ANNEX 2 - NRAC CORE CRITERIA

	Equity — the primary consideration should be to achieve the greatest possible accuracy in capturing the cost implications of variations in need 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, although it should guard against perverse incentives and any 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 formula.

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

	Evaluability — the recommended formula should be capable of being tested against the objective of increasing equity of opportunity of access.

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