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shadow update of the NRAC formula 2008-09
Introduction

1. After the recommendations of the NHSScotland Resource Allocation Committee (NRAC) were accepted by the Cabinet Secretary a full update of the formula was planned ahead of the first implementation of the formula for 2009-10.  This shadow update, while not used formally for resource allocation, was designed to be comparable with the final update of the Arbuthnott formula for 2008-9.  

Purpose

2. To inform TAGRA of the results of the shadow update of the formula recommended by NRAC, ahead of implementation in 2009-10. This work has been undertaken to test the stability of the new formula and to help ensure that the process of updating the formula runs smoothly when it is run for 2009/10.
Background

3. During the NRAC review of the Arbuthnott formula, a number of research projects were carried out on the various components of the formula.  Some of these projects were carried out internally by teams within Health Analytical Services Division (ASD) and Information Services Division (ISD), and some were commissioned from external contractors.

4. The final report of the NRAC review was published in September 2007.  In the report the results of the various research projects were collated for the first time and results presented at Board level.  The report showed the impact of the new formula by comparing the results if they had been implemented in 2007-8, to the target shares derived from the Arbuthnott formula that were used for Boards’ 2007-8 allocations.

5. The Cabinet Secretary fully accepted the recommendations of the NRAC report and confirmed that the new formula would be introduced in time for the 2009-10 Board allocations. The Arbuthnott formula was therefore updated for the final time to feed into the 2008-9 Board allocations.

6. In April 2008, ISD embarked on completing a full update of the NRAC formula, in essence a shadow update of the formula that would be comparable with the final Arbuthnott update for 2008-9.  This shadow update was to serve the following purposes:

· To pull together into one team within ISD the detailed technical knowledge required to update the formula that had previously been spread across a number of teams involved in the NRAC research projects.

· To complete a dry run of the processes involved in updating the formula to ensure that the first implementation of the formula would be timely and efficient.

· To produce an updated set of results for the new formula to test the stability of the shares and to allow a further comparison of impact relative to the Arbuthnott formula.

· To make available a full and consistent set of formula results, down to small area level, for use by Boards and the Health Directorate for planning and research purposes.

Discussion 

7. The methods used to update the formula were consistent with the final recommendations in the NRAC report. A summary of the data inputs used in the shadow update, in comparison with the NRAC report are shown in the appendix.

8. To ensure direct comparability with the Arbuthnott formula, data availability for input was to be the same as was available at the time of updating the Arbuthnott formula for 2008-9 allocations in summer 2007.

9. A consistent suite of software programmes were created to replace the original mix of methods used by the teams involved in the NRAC projects, which included for example spreadsheet calculations and data copied between different software packages.  This results in a clear audit trail of the processes and outputs generated as part of the update and minimises the risk of error.   It also allows the work to be shared among a number of analysts without loss of consistency and helps retain knowledge of the processes for future updates. 

10. An internal technical manual explaining and documenting the formula update is in preparation based on the experience gained during the shadow update.

11. The results of the shadow run can be seen in table 1 below.

Table 1 – Comparison of NRAC formula shares

	NHS Board
	NRAC report shares
	Shadow update

Shares
	Relative change

	Ayrshire and Arran 
	7.50%
	7.46%
	-0.49%

	Borders 
	2.09%
	2.09%
	0.07%

	Fife 
	6.87%
	6.88%
	0.12%

	Greater Glasgow and Clyde
	24.77%
	24.68%
	-0.34%

	Highland 
	6.21%
	6.22%
	0.19%

	Lanarkshire 
	10.98%
	11.00%
	0.22%

	Grampian 
	9.31%
	9.37%
	0.65%

	Orkney 
	0.42%
	0.42%
	0.91%

	Lothian 
	14.40%
	14.46%
	0.43%

	Tayside 
	7.83%
	7.83%
	-0.04%

	Forth Valley 
	5.47%
	5.45%
	-0.42%

	Western Isles 
	0.64%
	0.64%
	-0.63%

	Dumfries and Galloway 
	3.07%
	3.04%
	-0.95%

	Shetland 
	0.45%
	0.45%
	-0.57%


12. This shows that results of the shadow update are very similar to the results presented in the NRAC report, despite being carried out by a new team of analysts independently of the original research projects.  This provides additional reassurance of both the stability of the formula and the repeatability of the outcome.

13. The main driver of the change in shares is due to changes in the population component of the formula. This can be seen clearly in Figure 1 which shows the impact of the different components of the formula on specific Board changes. In this case the two Boards shown represent those with the highest and lowest relative change in shares, excluding the Island Boards.  

14. Table 2 shows comparison of the results of the NRAC shadow update with the target shares from the Arbuthnott formula for 2008-9.   The percentage differences shown are similar to the same comparison reported in the NRAC report showing 2007-8 target shares. 

Table 2 – Comparison of NRAC shadow update and Arbuthnott target shares for 2008-9.

	NHS Board
	Arbuthnott target shares 2008-9
	NRAC shadow update 2008-9
	Percentage difference

	Ayrshire and Arran 
	7.75%
	7.46%
	-3.7%

	Borders 
	2.26%
	2.09%
	-7.5%

	Fife 
	6.92%
	6.88%
	-0.6%

	Greater Glasgow and Clyde
	24.58%
	24.68%
	0.4%

	Highland 
	6.48%
	6.22%
	-4.0%

	Lanarkshire 
	10.87%
	11.00%
	1.3%

	Grampian 
	9.22%
	9.37%
	1.7%

	Orkney 
	0.43%
	0.42%
	-0.4%

	Lothian 
	13.74%
	14.46%
	5.2%

	Tayside 
	7.97%
	7.83%
	-1.8%

	Forth Valley 
	5.36%
	5.45%
	1.6%

	Western Isles 
	0.73%
	0.64%
	-12.8%

	Dumfries and Galloway 
	3.22%
	3.04%
	-5.7%

	Shetland 
	0.46%
	0.45%
	-3.5%


15. In the process of completing the shadow run a small number of issues relating to data sources, principally in relevant to the age-sex component of the formula were noted:

16. Activity data for community nurses is no longer being collected routinely under Practice Team Information (PTI) with 2005-6 the final year of collection.

17. The list of mental health conditions used as the proxy of activity for Community Psychiatric teams has been questioned by a Consultant in Public Health Medicine within ISD. The list of conditions may be wider than would normally be treated by these teams.

18. No further routine collection of data on temporary residents is available beyond the data that used in the NRAC report (up to 2003, prior to the new GMS contract).

19. Annex 1 illustrates how the shadow update compares with the results shown in the NRAC Report for two Health Boards. Annex 2 sets out the data sources used in the shadow run and compares them to those used in the NRAC Report.
Conclusion

20. TAGRA are asked to note the results of the shadow update of the NRAC formula.

Health Analytical Services Division

Health Directorates

August 2008

Annex 1

Figure 1 Comparison of NRAC formula shares by formula component.
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Annex 2
Table showing the updates to data sources between the NRAC report results and the shadow update results.

	
	NRAC Report
	Shadow update

	Population - HCHS
	2004-based projection of 2007, rebased using 2005 MYEs

2005 data zone pops scaled to above.
	2004-based projection of 2008, rebased using 2006 MYEs

2006 data zone pops scaled to above.

	Population – Prescribing
	CHI population as at 30 June 2006, deflated to above
	CHI population as at 30 June 2007, deflated to above

	Age-sex -  Hospital
	2004-5 Costs Book

2005 SMR activity
	2005-6 Costs Book

2006 SMR activity

	Age-sex – Community
	2004-5 Costs Book

2005 Activity
	2005-6 Costs Book

2006 Activity

2005-6 PTI activity

	Age-sex - Maternity
	2005 births 
	2006 births 

	Age-sex – prescribing
	2003 – 2005 average SCOT-PUs
	2004 – 2006 average SCOT-PUs

	MLC – indices
	Dependent on source:

2001 census, SNS and 2001-5 SMRs
	Unchanged

	MLC – coefficients
	See Technical addendum to report D
	Unchanged

	MLC – expected cost weights
	Approximate
	Consistent with Age-sex and Population

	Excess Costs – Acute  & Outpatients
	2002/3 – 4/5 costs & activity

Outpatients separate care programme
	2003/4 – 5/6 costs

2004-6 activity

Outpatients within Acute and Mental Health care programmes

	Excess Costs - Maternity
	2001/2 – 3/4 costs & activity
	2003/4 – 5/6 costs

2004-6 activity

	Excess Costs – Mental Health & Care of the Elderly
	1998/9 – 0/1 costs & activity
	2003/4 – 5/6 costs

2004-6 activity

	Excess Costs – Community Travel
	Output area pops 2001, 

scaled to 2005 data zones

Drive times 2003

Settlement sizes 2001

Model parameters – by consultation


	Output area pops 2001, scaled to 2006 data zones

Drive times unchanged

Settlement sizes unchanged

Model parameters unchanged



	Excess Costs – Community Fixed
	GMS rurality adjustment - Jan 05

CHI populations June 2006
	GMS rurality adjustment - Apr 07

CHI populations – Apr 07

	Urban Rural classification
	2005-6
	Unchanged

	Cost weights
	2004-5 
	2005-6
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