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AGENDA ITEM 1 – Presentation on acute costing

1. The meeting began directly with two presentations on the new approach to acute costing, in a joint session with Directors of Finance. Alisdair McDonald (AM) gave a short presentation on how the Caretrak system had been used with the Integrated Resource Framework (IRF) in NHS Lothian. The system mapped approximately £1.4 bn, of expenditure, the majority of  the combined NHS and social care spending in NHS Lothian in 2008/09. Significant exceptions to the coverage of the cost data were currently General Dental Services and General Ophthalmic Services. Data was in general disaggregated to the patient level. It was therefore possible to track how many contacts individual patients had with different services over the course of the year, the duration of these contacts, and how much they cost. Patient level data was not available for NHS community spend or NHS Family Health Services. For the former, this was due to the fact that a patient level data set was currently not available; for the latter, the data set existed but access was restricted due to data protection issues.
2. The costs within the IRF were built up using board specific tariffs and data from the Costs Book. However, unlike the Scottish National Tariff, the costs reflected variation in length of stay for different patients.
3. Acute inpatient and day case expenditure could also be broken down into programme budgets, such as Cancers and Tumours.. Within a programme budget, it was possible to break down spend in programmes such as Cancers and Tumours to specialty level, such as General Surgery or Medical Oncology.
4. Nicola Fleming (NF) and Julie Peacock (JP) then gave a presentation on the new acute costing work. NF began by giving a brief summary of the context for this work. There were a number of costing systems in operation: the Scottish National Tariff, the east and west local costing systems, the Integrated Resource Framework, and the Programme Budgeting work. These were all underpinned by the Cost Book. The Scottish National Tariff was currently limited in several ways, such as its lack of sensitivity to length of stay, inability to disaggregate costs below the Healthcare Resource Group (HRG) level, and lags in availability of data. These weaknesses in part contributed to the continued need for local cost models.
5. The aim of the new acute costing model was to retain the principles of the Scottish National Tariff, but improve the methodology, making the costing more disaggregate to make it possible to see where the cost came from in detail. It is a move toward a patient-level approach to costing.
6. JP then presented on the detail of the methodology. Costs were built up from units of activity: admission, length of stay, staff time involved, theatre time involved, and whether the procedure involved any high cost items. An apportionment was also made for overheads. 
7. This approach had been developed by NHS Highland, whose systems aready recorded detailed information at the patient level, for example how long individual patients spent in theatre. These were used to produce patient specific costs. The national approach being developed by the Information Services Division (ISD) of NHS National Services did not have access to such rich data. Therefore, a number of assumptions had to be made in order to replicate the analysis across all NHS Boards. For example, on theatre costs, ISD was attempting to use average theatre times for procedures using OPSC4
 level data for each board. However, in cases where boards were unable to provide this information a set of default times provided by NHS Lothian was being used. It is hoped that the National Theatres Project will help provide more detailed information in the future. For high cost items, information on high cost items has been inferred by the type of procedure carried out, with data sourced from the tariff list, either by OPSC4 or ICD10
.
8. After the presentation, there was a number of questions from both the Directors of Finance and members of TAGRA. John Matheson asked for further information on how the new costing model was being used locally by NHS Highland. Ricky Dear (RD) explained that with the new system, costs could be produced far more quickly, and were easily understandable by hospital managers. The sensitivity to differences in length of stay had allowed the tool to identify approximately £0.5m in savings from augmented care at home, which saved 1,000 bed days but would not have been identified as delivering savings under previous tools as it slightly increased activity. At this stage, however, as the cost system was only used in Highland, it was not possible to benchmark the performance in NHS Highland against other NHS Boards to see how costs compared, and identify areas where costs were higher, so there had not yet been significant use of the tool to reduce costs.

9. John Raine (JR) asked about the treatment of overheads, which were added as 30% uplift to variable costs. RD explained that this approach was necessitated by the data available in the Cost Book, where the make up of overheads was not identified. However, he expected local managers would have a better understanding of what drove their overheads. AM also noted that the aim of the tool had been to focus on costs which could be controlled more easily; most overheads did not relate to individual treatments or procedures. Alan Gall (AG) also noted that another purpose was to allow the cost to be used in reclaiming the cost of services provided to other boards, and that detailed knowledge of overheads was not required for this purpose.

10. Fiona Ramsey (FR) asked for further information on how the social care information had been integrated into the tool. AM explained that in NHS Lothian they had obtained patient level data from the partnership Local Authorities, and this had been manually matched to CHI data. This was as significant piece of work; however, since there was little year-on-year churn in social care users, with most people receiving care in one year carrying on into the next, once the initial matching had been completed it was less effort to maintain the data. NF explained that ISD were also involved in a similar data linking exercise in NHS Tayside.
11. Richard Copland (RC) asked for further information on the Local Authority costs. AM explained that they were taken from the Local Financial Returns (LFRs) which were the Local Authority version of the NHS Scottish Financial Returns (SFRs). Cost was not as detailed as some NHS costing, with in general only standard unit costs provided.

12. There was general agreement that developing a single costing method which could be supported by boards and provide a better understanding not only of the cost of hospital activity, but also the potential savings of moving costs from the hospital to the community setting, would be useful. From TAGRA’s viewpoint, it was intended to await the outcome of this work before taking forward a review of the acute costing model used in the formula, hopefully with a view to aligning that with a single agreed approach to acute costing.  
 AGENDA ITEM 2 – Welcome and apologies
13. Following the departure of the Directors of Finance and external presenters, Angela Campbell (AC) as Chair welcomed the group and noted apologies from Gary Coutts, Professor Bob Elliot, John Matheson, Robbie Pearson, Frank Strang and George Walker.
14. AC introduced John Raine, Chair of NHS Borders, to the group, and Roger Black (RB), who is replacing Margaret MacLeod whilst she is on maternity leave. She also announced that Professor Nigel Rice had stepped down from the group due to changes in his work commitments. 
AGENDA ITEM 3 – Minutes of the last meeting

15. The group reviewed the minutes and actions from the previous minutes:
Action 1: Significant local cost areas – Malcolm Iredale (MI) noted that this related to the work previously undertaken Keith MacKenzie and Bob Elliott into cost pressures. Initial work had been conducted into maternity costs, and this had widened out slightly, but had now been overtaken by the work of the remote and rural subgroup.
Actions 2 to 5: Textual changes to papers from previous meetings – Iain Pearce (IP) confirmed that these actions were complete. 
Action 6: IRF costing – Complete following the presentation under agenda item 1.
Action 7: NHS Board uplifts – IP confirmed that the figures presented in TAGRA(2011)06 had included Change Fund allocations. 
Action 8: Resource transfer  – IP explained that this work was not being progressed whilst the analytical team focussed on providing support to the work of the subgroups.
Action 9: Newsletter – IP confirmed that the newsletter had been presented to Chairs, Chief Executives, and Directors of Finance of the NHS Boards in June. As Directors of Public Health only met three times each year, the newsletter would be presented at their next meeting, due to be in September. 
16. IP gave an update on the work that NHS Greater Glasgow & Clyde (GG&C) had commissioned from academics at the Robertson Centre for Biostatistics. This work was reviewing the NRAC formula in an attempt to better understand the allocation that was made to NHS GG&C. The academics had successfully reproduced the analysis and target shares produced for the NRAC report, and were now investigating the role of different indicators and supply variables. A further meeting would be held on 1st September to report on progress.
17. John Ross Scott (JRS) requested that the minutes contain fewer undefined acronyms. The minutes accepted by the group.
AGENDA ITEM 4 – Work of the subgroups
MLC subgroup – TAGRA Paper 2011(09)
18. IP introduced this paper which updated TAGRA on the work of the Morbidity and Life Circumstances (MLC) subgroup to date. The subgroup had met in June, and proposed a slightly revised wording to its remit, to ensure that the scope of its work would not be unintentionally limited. TAGRA agreed that proposed changes.
19. The subgroup had made three key decisions with regard to its approach to its work. Firstly, it intended to aggregate cost and activity data over three years rather than the one year used previously. This would make the data more stable at the small area level. Secondly, building on the decision to aggregate over time, the subgroup would take a more disaggregate approach to data geographically by using the 6,505 data zones produced by Scottish Neighbourhood Statistics, rather than the 1,235 intermediate geographies used previously. The aim of this was to investigate whether it was possible to better identify need associated pockets of deprivation in small areas. The group would also consider possible urban rural indicators, and whether a mixture of small zones in urban areas and larger zones in rural ones would prove a better fit. Finally, the subgroup would split the data into two age groups: the under 65 population and the 65 and over population. This would allow the subgroup to consider whether these different populations had different drivers or indicators of healthcare need, or whether they had different gradients between need indictors such as deprivation and need for Mental Health & Learning Difficulties services.

20. At this early stage in the work, TAGRA did not have any detailed comments on the work of the subgroup. KF requested that more information on the work of the group, such as the minutes of the meetings, be circulated to TAGRA members, to help them understand the context of the subgroup’s work better. She also suggested that the subgroup chairs could in the future be members of TAGRA.

Remote and rural subgroup – TAGRA Paper 2011(10)
21. IP introduced this paper, which updated TAGRA on the work of the remote and rural subgroup. The subgroup had last met in July. At its first meeting, the group had discussed its priorities for work over the coming year, and set these as out of hours services and investigation of the de minimis costs of delivering healthcare services. Within these, the subgroup would also consider the costs of the Scottish Distant Island Allowance (SDIA) and the appropriate treatment of the island boards. TAGRA agreed with these priorities.

22. IP presented some analysis which had been undertaken for the group, looking at the treatment of the SDIA within the NRAC formula. Previous analysis undertaken for TAGRA (TAGRA 2009(21)) had considered the potential to remove SDIA costs from the formula, but concluded that this was not feasible as SDIA costs were not reported separately within the Costs Book. This new analysis attempted to better account for these costs within the formula by adjusting the creating specific categories for SDIA islands within the existing urban rural classification in the unavoidable excess cost calculation.

23. The change would effectively redistribute funds between different islands, which had previously all been treated as the same, allocating more to SDIA islands than before, but offsetting this with smaller allocations to non-SDIA islands. Consequently, the change would, if implemented, see increased funding to the wholly island boards, which were exclusively SDIA islands, but reduced funding to NHS Highland and NHS Ayrshire & Arran, which tended to have population on non-SDIA islands. Before making any recommendations to TAGRA, the subgroup intended to carry out further analysis to understand whether this change was driven purely by costs associated with SDIA, or whether there were other underlying costs which differed between SDIA and non-SDIA islands. MI expressed concern over the results presented in the paper. In particular, he noted that the new zone which covered non‑SDIA island was recorded as having lower than average costs of service delivery. He did not feel that this was credible.

24. IP then presented a second piece of the subgroup’s analysis to TAGRA, which had looked at a top down approach to estimate de minimis costs, beginning with Rural General Hospitals. This had been done by using Costs Book data on cost type by hospital, looking at the amounts different hospitals spent on staff and allocated costs.

25. The analysis had suggested that Rural General Hospitals perhaps had higher allocated costs as a proportion of overall costs than the average Scottish hospital; however, the variation in the cost data between hospitals, boards, and in different years meant that the subgroup had little confidence in the findings. It was also not clear how the approach could be expanded to cover other types of hospitals.

26. As such, the subgroup had agreed to attempt a bottom-up approach to developing a de minimis cost estimate. This would build upon the definition of minimum services set out in Delivering for Remote and Rural Healthcare
, the report of the Remote and Rural Implementation Group. The next step for the subgroup would be to begin costing the proposed model of service design.
27. JRS welcomed the work of the subgroup, and felt that it was helping to highlight the issues of the islands within the formula, as well as that of de minimis costs. RC queried the definition of a Rural General Hospital, and MI explained that it referred to six specific hospitals in Scotland, one on each of the island boards and three in NHS Highland, which the Cabinet Secretary required to deliver a given set of services. KF felt that setting the work within the policy context would be important, and suggested that a comparison with other countries which dealt with mixed geographies, such as New Zealand or Denmark, could be useful.
Action 1 – ASD to provide an update on resource allocation in other countries
28. AG felt that a key issue was the concept of risk within healthcare services; i.e., the likelihood that on some occasions the  service design may provide less than the desired outcome. He felt that it may be that the small nature of the islands meant that they were not be conducive to a formula based allocation. MI also noted that costing these rural services was a challenge, as typically staff were unwilling to work in rural areas at the national average cost, leading to increased used of more expensive locums. Staff in rural areas often had higher training costs; for example, staff in NHS Highland may have to travel to Raigmore for training purposes.

29. RC noted that although any new adjustment may improve the accuracy of the formula to some degree, it would also increase the complexity, and make it less transparent and less easy to understand. AC noted that the subgroup recognized these challenges, but that it felt that the issues were sufficiently important to be worth investigating.

30. There was some discussion of the applicability of the concept of de minimis costs across different boards and urban rural categories. AG felt that the concept could be applied to all boards, and IP agreed, noting that a key piece of work would be not just to understand the costs of the de minimis services but also to understand how these may vary across the country, given differences in population density and drive times and the need to provide access to services for patient safety.
31. Given the importance of the work of the subgroup, KF requested that information on their work plans and their progress against planned timescales be provided to TAGRA.

Action 2 – IP to provide TAGRA with information on timescales for work plans of the subgroups
AGENDA ITEM 5 – Community activity and cost data - TAGRA Paper 2011(11)

32. Christine McGregor (CMG) introduced this paper, which updated the group on the work of the Community Cost and Activity Data working group. This stemmed from an original NRAC recommendation to improve the quantity and quality of community data.

33. CMG explained that the group had initially chosen to focus on community nursing and AHP data. Discussions with community staff had revealed that far more data was being collected locally than was being reported to central data units at either the board or national level.

34. A range of systems were being developed to collect community data. The most widespread was MiDIS (Multi-Disciplinary Information System), used by NHS Tayside, and either used or being adopted by NHS Dumfries & Galloway, Lanarkshire, Highland, Fife, and Forth Valley. NHS GG&C and Grampian were developing their own local systems, and NHS Lothian used the community module of Caretrak.

35. The working group was now in the process of developing a national minimum data set which could be collected by the existing systems, and this had been shared with TAGRA for comment. It was recognized that introducing new data collection requirements for the NHS Boards would be difficult in the current financial climate, and CMG confirmed that the intention as far as possible was to attempt to source information which the boards were already collecting and making use of – this would also help maintain the quality of the data. CMG noted that any data collection would be too late for the current 2011/12 Cost Book, but that the group was working with Cost Book and NRAC leads to discuss the timescales and practicalities around future collection and use of the data.

36. Karen Facey (KF) queried whether data such as staff travel time, which had been raised by NRAC as an issue, would be collected, as this was not on the draft data set. CMG confirmed that there had been discussions around this issue amongst the group. Data on staff travel time was collected through MiDIS, but other systems did not have this data, as only staff mileage as opposed to travel time was collected for managing expenses. Boards did tend to collect this data through surveys, however, such as the Productive Communities tool or the national workforce development tool. JRS noted that work on the Community Nursing review in Orkney had highlighted travel times for community nurses.

37. AG asked if data was being collected on non-patient facing activity, such as time spent on management or administration. This was potentially an important element of staff activity. CMG confirmed that this data was collected through MiDIS and, other boards such as Grampian had collected it through productive communities.

38. RC suggested that a piece of work be done on revisiting previously identified gaps in data collection, and checking whether new data collections had been put in place which TAGRA was unaware of. KF suggested the two page summary of data recommendations from the NRAC report as a starting point.

Action 3 – IP to revisit identified data gaps
39. AC proposed that the group have a further update at the next meeting, scheduled for December, when work may have progressed further and it may be possible to consider how to incorporate the work into TAGRA’s work plan for 2012/13.

Action 4 – AST to arrange further update at next meeting..

AGENDA ITEM 6 – Any Other Business

40. There was some discussion of whether the papers presented to TAGRA should have the results against each board anonymised. KF noted that this had been done for the work of NRAC, and that it had helped ensure that decisions were made objectively, without concern over the impact on one’s own board. RC expressed the view that it was essential that members of TAGRA did not view analysis from a board perspective. IP also noted that in most cases it was straightforward to identify boards from their target or population share, regardless of whether or not names were attached. He also felt that retaining names supported the objective of Transparency in the formula, and also aided checks against Face Validity. No consensus was reached by the group as to the best approach.
41. JRS raised the issue of movement toward target, and asked whether there was a timescale for meeting target shares, noting that under Arbuthnott this had been five years. KF explained that no such timescale had been set for the NRAC formula. IP noted that, as the targets changed regularly due to changes in population, it was not possible to set firm timescales by which they would be met.

Thank you
42. AC noted that this was the last meeting for AG and MI, who were retiring from their positions as Directors of Finance from NHS Grampian and NHS Highland respectively. She thanked the pair for their contribution to the group, noting that both had served on TAGRA since its creation, and MI had also previously been a member of NRAC.

Dates of next meetings
43. The next meeting of the group was scheduled for Monday 12th December 2011. This would be confirmed with members shortly.
� Office of Population, Censuses and Surveys Classification of Surgical Operations and Procedures 4th revision


� International Statistical Classification of Diseases and Related Health Problems 10th Revision
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