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Introduction 
1. This paper is a follow up to TAGRA(2008)04 and offers further advice on the choice of a ‘third’ issue for the Group to investigate in its first year. It also offers the option of an alternative use of resources to promote the use of the Arbuthnott/NRAC formula amongst Health Boards.
Purpose

2. The purpose of this paper is to provide further information to TAGRA members on the potential issues regarding the formula that have been raised by NRAC and stakeholders. The aim is to assist the Group is selecting a third issue for examination in the first year alongside the work on Out of Hours and the impact of the formula on the delivery of services in remote and rural areas.
BackgrounD
3. At the 1st meeting of TAGRA on 19 August 2008  paper TAGRA(2008)04 summarised the full range of issues regarding the Arbuthnott/NRAC formula as set out in NRAC’s Final Report and/or raised subsequently by stakeholders. From this list Out of Hours and the impact of the formula on the delivery of services in remote and rural areas were chosen as priorities for the first year. 

4. It was agreed that the ASD/ISD team have capacity to examine one further issue during the first year of the Group. TAGRA were invited to discuss and choose a third issue from the list presented in TAGRA(2008)04. The Group concluded that they required further advice on the impact and relevance of the issues to enable them to choose. This paper seeks to address that request by setting out a framework with which the issues can be compared.
discussion

5. Annex 1 sets out the issues and assesses them against impact on allocation of funding, resources required, practical difficulties, alignment with policy and likely outcome. No explicit attempt has been made to rank the issues, instead it is left open to TAGRA members to discuss the merits of each issue.

6. A brief explanation of each issue is set out below to aid this discussion:-

7. Out of Hours and Impact on remote and rural areas have already been selected, so are not discussed further here

8. Community clinic based services – This forms part of the excess costs adjustment in the Arbuthnott/NRAC Formula. There is a lack of detailed costs and activity information available for community clinic based services (e.g. immunisation, family planning). As such, in the Arbuthnott Formula this adjustment was based on the costs of providing services in remote General Practices taken from the Scottish Allocation Formula (the Scottish version of the UK General Medical Services Formula). Whilst NRAC’s review was underway, there was a parallel review of the SAF taking place. NRAC examined several options for using the ongoing SAF work to update the clinic based adjustment. However, the SAF review did not conclude in time for its results to be taken into account by NRAC, and as such the Committee concluded that most judicious approach would be to retain the current adjustment, updating the component indicators. This issue could be revisited to explore options for developing a new clinic based adjustment.

9. General Ophthalmic Services (GOS), General Dental Services (GDS) and Pharmaceutical Services (PS) – the three Primary Care Services were the subject of a research project by Deloitte MCS to explore whether it was possible to develop allocation formulae for each of them. Deloitte developed an allocation formula for each service based around the structure of the Arbuthnot formula. The subsequent consultation exercise showed that whilst there support in principle for formula based allocations, there were a number of concerns raised such as data quality/availability and the timing of any changes in relation to policy developments with the services. NRAC concluded that of the three services the GOS formula was closest to being ready to implement and that further testing over a longer time period plus consideration of the issue of cross boundary flows of patient should be the next steps.

10. Capital allocation formula (CAF) – The current capital allocation formula is based on the Arbuthnott formula adjusted for regional speciality flows
 . NRAC recommended that work be undertaken to develop an alternative CAF based on need which also examined whether Market Forces factors for land and buildings should be included. 

11.  Epidemiological and proximity to death approaches - This represents an alternative approach to allocation resources from that used in Arbuthnott/NRAC. It involves directly modelling individuals need for healthcare rather than relying on ‘proxies’ to estimate expected need as under the current Arbuthnott/NRAC approach. NRAC discussed the merits and practicalities of their approach and concluded that whilst it was potentially desirable, the data was not yet available to a sufficient standard in Scotland to support such a development. A full evaluation of this approach was not possible under NRAC (due to their remit and the limited time available for their work). A possible longer term piece of research would be to explore what would be required to develop this approach for Scotland.

12. Market Force Factor (MFF) for land and buildings – NRAC considered but rejected the inclusion of a staff MFF in the Arbuthnott/NRAC formula. They also rejected the proposals for including land and/or buildings MFFs in the Arbuthnott/NRAC formula, but recommended that they be considered for inclusion in a future review of the CAF.

13. Island Boards – The suggestion that island Health Boards should be subject to a separate formula was raised in the Health Board comments on the NRAC Final Report. NRAC did not look at this issue in their review. Any work on this issue would need to consider the rationale for having a separate formula and also its likely effects. 

14. GP prescribing costs – The GP prescribing element of the Arbuthnott/NRAC formula is not stable as it is based on a sample of prescriptions. An alternative would be to use the CHI database, but when NRAC looked at this issue it concluded that CHI data was not yet good enough. Further work could be undertaken to determine if CHI data is sufficiently robust to be used for this purpose. This issue has also been raised a concern by Health Board Chairs

15. Locum costs – Health Board Chairs have raised the potential escalation in locum costs as a potential issue for TAGRA.

16. TAGRA are invited to discuss and select one of these issues for further work.

17. An alternative approach to selecting a third issue would be for the ASD/ISD resource to be used to help develop the understanding and use of the formula by Health Boards. NRAC were keen to see the formula used more widely to allocate resources within Health Boards, and this is one of the reasons why it is based on datazone geography. For example, the formula could be used to help inform allocation of funding to Community Health Partnerships by helping to identify where need and excess costs were greatest. It may also be useful to help Health Boards understand the pattern of need at very local levels within their area (i.e. intermediate datazones) and hence allow them target resources at particular areas and/or care programmes, or to test their own assessment of need against the formula results at these levels.

18. A range of possible support could be developed by ASD/ISD including seminars, Health Boards visits, developing ‘user’ documentation and setting up a network of ‘users’ across Health Boards. In particular, NRAC recommended that a technical volume be produced by ASD/ISD to explain how the formula works and that there should also be a detailed users guide to enable Health Boards to operate the formula themselves for their own area. The intention has always been for this work to take place, but if TAGRA choose not to nominate a third issue for this year it would enable resources to be targeted at this work. It may also enable progress to be made more quickly with the OOH and Impact on remote and rural areas work.
conclusions
19. TAGRA are invited to discuss and select a third issue for this year or to conclude that wider activity to promote the use of the formula amongst Health Boards would be a suitable use of resources.
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ANNEX 1 - TAGRA RESEARCH - FRAMEWORK FOR ASSESSING ISSUES

	Issue
	Source
	Impact on allocation
	Resources required
	Any practical difficulties?
	Alignment with policy
	Likely Outcome

(if the project is successful)

	Out of Hours
	Health and Sport Committee, Health Boards
	Small on overall allocation, but potentially large for individual (rural) HBs
	ASD/ISD team 
	
	Cab Sec has said that TAGRA will look at this
	Costs base of formula would include OOH costs. 

	Impact on remote and rural areas
	Amendment in debate on remote and rural healthcare, Health Boards
	Difficult to quantify without research, but rural areas account for c.24% of the population (based on SEURC)
	Internal work by ASD/ISD or External research project

(to be discussed with TAGRA)
	What about impact on ‘non’ remote and rural areas? Formula must be fair to all.
	Amendment to this effect accepted in Parliamentary debate on remote and rural health care
	Potential adjustment to formula to reflect different needs/costs in remote and rural areas.

	Community clinic based services
	NRAC recommendation 6.3b
	Accounts for 5% of total costs 
	External research project to examine options and propose a new adjustment.
	Data availability for community clinic costs/activity
	Shifting the Balance of Care, alignment between Arbuthnott and SAF
	Revised and updated excess costs adjustment for clinic based community services

	General ophthalmic services
	NRAC recommendation
	Budget of £67m – currently not part of Arbuthnott allocation
	ASD/ISD team - with input from Finance and Policy.
	Would need to resolve the issue of cross boundary patients.
	May fit with new GOS market (free eye tests), if issue of cross boundary flow can be resolved.
	New formula based approach for distributing resources

	General dental services
	NRAC recommendation
	Budget of £275m – currently not part of Arbuthnott allocation
	ASD/ISD team - with input from Finance and Policy.
	Uncertainty over level of unmet need in dental services in different areas of country
	A formula based allocation is perhaps not the main priority for the dental market at this time.
	New formula based approach for distributing resources

	Pharmaceutical services
	NRAC recommendation
	Budget of £1.1bn – currently not part of Arbuthnott allocation
	ASD/ISD team - with input from Finance and Policy.
	
	Would need to show that the formula can operate with the new Pharmaceutical contract
	New formula based approach for distributing resources

	Capital allocation formula
	NRAC recommendation 9.2
	Budget of c£500m – currently not part of Arbuthnott allocation
	Finance and ASD team. Possible external research project? 
	Need to be clear about scope of task – update current formula or examine all options for how capital funds could be allocated.
	Finance planning to review the formula in 2008/09
	Revised formula for allocating capital funds between Health Boards

	Epidemiological and proximity to death approaches
	NRAC recommendation 2.1b
	Completely new approach to allocation
	External research project
	Only possible in longer term – i.e. if data improves
	
	Completely new approach to allocating funding between Health Boards. Potentially significant changes in Boards shares

	Market forces factor for land and buildings
	NRAC recommendation 6.4 and 9.2
	Land and buildings costs account for <10% of NHSScotland annual expenditure
	More work needed to convert HERU results into a working adjustment. External research project?
	Need to identify robust private sector land and buildings costs data on which to base MFF.
	Potentially part of Capital Allocation Formula review
	Health Boards with areas where competition for resources is high would ‘gain’ compare to those that faced less competition.

	Island Boards – a separate formula
	Health Board comments
	Wholly Island Boards account for c. 1.5% of total allocation
	External research project
	Highland and Ayrshire and Arran also have islands
	
	Two separate formulae for mainland and island Boards

	GP prescribing costs
	NRAC discussions and Health Board Chairs
	Approximately 15% of Arbuthnott allocation (c.£1bn in 08/09)
	ISD team to investigate CHI data
	Not clear if CHI data is better than when examined by NRAC
	
	Revised prescribing costs possibly leading to changes in age-sex costs adjustment in formula

	Locum costs
	Health Board Chairs
	
	ISD team to investigate whether/how locum costs are treated in formula
	Unclear until how they are treated in the formula is established
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


� The CAF is based on two elements -  90% on the HCHS element of the Arbuthnott formula adjusted for cross boundary flows of patients, 10% on regional flows of patient in cancer, neurosciences and cardiac specialities.
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