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REMIT AND TERMS OF REFERENCE FOR THE REMOTE AND RURAL SUBGROUP
background
1. In October 2010, TAGRA published its report into the impact of the NRAC formula on remote and rural areas of Scotland. The final draft of the report was submitted for consideration to the Remote and Rural Implementation Group (RRIG) and the TAGRA team presented to RRIG in September 2010. The RRIG discussion generated a number of issues that remain to be fully clarified and resolved. These concerned how best to further develop the NRAC formula to incorporate issues that particularly affect remote and rural areas; for example, the treatment of GP out of hours services, staffing and travel costs, and absolute costs associated with providing minimum services.
2. All parties recognized the importance of these issues and therefore it was proposed to establish a small subgroup of TAGRA which would attempt to resolve these issues, or propose further work or mechanisms that would lead to their resolution, and also undertake the GP out of hours work within TAGRA’s 2011/12 work programme. As this subgroup follows TAGRA’s report on the impact of NRAC on remote and rural areas of Scotland, it will be known as the remote and rural subgroup of TAGRA. 

Purpose
3. This paper sets out the remit and terms of reference of the remote and rural subgroup.

remit
4. The remit of the group is to recommend to TAGRA changes to the NRAC formula or allocation process, with regard to TAGRA’s core criteria, which will lead to a fairer and more equitable allocation of funding between the territorial NHS Boards in 2013/14. These changes will seek to ensure that the concerns of remote and rural areas of Scotland are fully addressed within future target funding allocations.
terms of reference
5. The final terms of reference will be agreed by the group at its first meeting, following discussion to ensure that all appropriate issues areas of work are identified and that previously raised areas of concern are addressed. At this stage, the issues the group is expected to consider include:

· The  treatment of GP out of hours services;
· The fixed costs of providing health care services; 

· The treatment of staff and travel costs. And
· The suitability of the use of an adapted Scottish Government urban-rural classification for the unavoidable excess costs adjustment.
6. In addition, the group will make recommendations to the TAGRA subgroup reviewing the morbidity and life circumstances adjustment as to possible indicators and approaches that could be used to adjust for geography in their work.

membership
7. The proposed membership of the remote and rural subgroup is set out below:

Jill Vickerman, SG – Chair, Acting Director Health and Healthcare Improvement
Annie Ingram, North of Scotland Planning Group - Director of Regional Planning and Workforce Development

Sarah Taylor – Clinical Lead North of Scotland Public Health Network, Director of Public Health NHS Shetland
Alan Gall, NHS Grampian and TAGRA, - Director of Finance
Paddy Hopkins, NHS Highland - Head of Health Intelligence and Knowledge

Gerry O’Brien, NHS Orkney - Director Finance 

Professor Bob Elliot - Health Economist, Health Economics Research Unit (HERU), Aberdeen University

Sheena Macdonald, NHS Borders – Associate Medical Director 

Craig Marriott, NHS Dumfries & Galloway - Director Finance
Ralph Roberts, NHS Shetland – Chief Executive
Helene Irvine, NHS Greater Glasgow & Clyde – Public health consultant 
Ian McDonald, NHS Tayside, Director of Finance

Marion Fordham, NHS Western Isles, Director of Finance
Angela Campbell, SG – Deputy Director, Health Analytical Services
Robbie Pearson, SG – Acting Deputy Director Healthcare Planning
Iain Pearce, SG – Assistant Economist, Health Analytical Services 

8. Representatives from ISD will also attend as required to provide the group with technical expertise on relevant information held by ISD.

TIMESCALES AND MEETINGS
9. The group will meet four times per year, with the date of its first meeting to be determined. It will aim to have completed its work by March 2012 to allow the results to be fed into the calculation of allocations that will begin in the summer of 2012.
reporting
10. The group will report on its progress at each meeting of TAGRA.
ACTION REQUIRED FROM TAGRA

11. TAGRA is asked to agree the remit, terms and reference, and membership of the subgroup.

Analytical Services Division

Health Finance Directorates

April 2011
ANNEX A – RATIONALE FOR THE TERMS OF REFERENCE
GP out of hours
There are a range of issues relating to GP out of hours.

Size of the funding stream
According to the latest Costs Book, GP out of hours services accounted for £75.5m of NHS Boards’ expenditure in 2009/10. This includes the 6% abatement to GP practices for opting out of providing out of hours services. Therefore, of the £75.5m, a little over £20m was provided through the GP contract and slightly less than £55m was funded by boards out of their general allocations. This represents approximately 0.75% of the funds affected by the NRAC formula. It is therefore significantly smaller than any of the other care programmes which are separately identified within the NRAC formula, the smallest currently being maternity and care of the elderly services at approximately 3.5%. There is some concern as to whether variations in such a small element of funding can be accurately captured within a national funding formula.
Population
Unlike other areas of the NRAC formula, a board’s resident population is not the appropriate measure of population for GP out of hours services, as some areas have services provided by GPs rather than the boards. Data are available on the GP practices which have opted in to providing out of hours services, and the list sizes of these practices. An age-sex breakdown is also available, so it would be possible to produce an age-sex breakdown of affected populations; however, as these populations are based on GP list sizes, there may be some difficulties in accurately deflating them to match the GROS populations.

Cost data and comparability with other services
Since there is no explicit adjustment for the need for GP out of hours services within the current NRAC formula, the implicit assumption is that the current community age adjustments are a good representation of the variation in costs of GP out of hours services. Investigating this assumption will be an important part of understanding the treatment of GP out of hours in the formula.

Since the decision to move GP out of hours costs from ‘other’ within community services to their own specific line within the SFR 8.3, GP out of hours costs have not been included in the age-sex or unavoidable excess costs adjustment. This is because there is no corresponding activity data by with which to compare the costs.

However, the cost of GP out of hours services is included in the calculation of the community care programme weights. Here, the entire £75.5m is included, and so the £1.2bn community spend is being overstated by approximately 2%. This has a small impact on the community care programme weights. If the £20m of GP out of hours funded through GMS budgets were excluded, the community care programme weight in 2011/12 would have fallen from 17.47% to 17.2%.

Reviewing the quality and availability of cost data should therefore form part of the work of the group.

Fixed costs of health services

The NRAC formula does not include an allowance specifically for how the fixed costs of health care  services may vary by area, although there is an adjustment for how costs in general may vary. Fixed costs are, in the short to medium term, outside the control of the NHS Boards. Therefore, if fixed costs vary with geography in a different manner from overall costs, the allocation to NHS Boards may be inequitable.
Staff and travel costs

Currently, staff costs are not modelled explicitly within the NRAC formula, they are subsumed within general costs. There may be variation in staff costs due to geographical factors which cause higher turnover rates, for example. In England, and in the Scottish Allocation Formula used for the General Medical Services allocation, these are adjusted for using a ‘Market Forces Factor’. This approach is currently not used in NRAC. This and alternative approaches could be considered.

Travel costs are currently modelled for community travel-based services, based on survey work undertaken at the time of NRAC. This is due to be reviewed in 2012/13. The subgroup could make recommendations for how the current adjustment could be updated or changed in the future.

Scottish Government Urban Rural Classification
Although NRAC is a population-based formula, it is based on costs from the Costs Book which relate back to hospital costs. The unavoidable excess costs adjustment is currently based on an adapted version of the eight-fold Scottish Government urban rural classification, expanded to include specific categories for the islands. Concerns have been raised that this may be inappropriate in some areas; e.g. Raigmore hospital in Inverness falls within the ‘other urban area’ category, which is the second largest; however, as Raigmore acts as a specialist centre for the north of Scotland, its costs may be higher than other areas within this category. 
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