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Introduction 
1. Out of hours has been highlighted as one of the key issues that TAGRA will address.  
Purpose

2. To provide some background information on the delivery of and recent changes in out of hours services and the effects on budgets/resource allocation and to propose options for developing the evidence base for TAGRA’s further consideration of the related treatment of out of hours services in the resource allocation formula.
Background

Primary Medical Services (Scotland) Act 2004

3. The Act was necessary to implement the new General Medical Services (GMS) contract and has resulted in important changes to the provision of primary medical services.  In terms of out of hours (OOH) the main change was to allow GPs to opt out of provision, thereby transferring responsibility to Health Boards.
4. Previously there were two kinds of primary medical service contracts: national GMS and locally agreed alternatives. Health Boards can now also provide services directly themselves or via other providers e.g. voluntary sector, other Health Boards, etc.  

FUNDING

5. The main source of funding for Health Boards is the unified budget which provides funding for:

· General Allocation (Hospital and Community services and GP prescribing)
· Primary Medical Services (new GMS and other contracts)

6. The unified budget was £7.6 billion for 2007/08. The general allocation was 91% of this i.e. £6.9 billion.
 It is currently shared out using the Arbuthnott formula (to be replaced by the revised formula, recommended by NRAC, in 2009/10).
7. The Primary Medical Services budget is in part allocated via the separate Scottish Allocation Formula (SAF).  This is population based, at GP practice level, with a series of “weightings” to reflect the relative needs of patients.  It is used to distribute the total global sum (which covers essential services) to each practice.
8. If GP practices choose to opt out of out of hours they forego 6% of their global sum.  This is called the “claw-back”.  This amount was not intended to reflect the cost of providing OOH but was rather used as a negotiating sum for the new GMS contract.

9. A separate OOH development fund was paid up until 2005/06. From 2006/07, this development fund has been included in the overall budget allocation to NHS boards.  It was £11 million in 2006/07.

Audit Scotland Report on out of hours primary care

10. As a result of the Act around 95% of GP practices have chosen to opt out.  Many of these GPs now re-provide OOH sessions for a fee.  Audit Scotland report that these fees are agreed locally and tend to be lower in areas where there are more GPs willing or available to re-provide.
11. In certain remote areas a small number of GP practices could not opt out as there are effectively no alternative arrangements.  These practices receive a locally agreed premium in recognition of their continued responsibility.

12. The claw-back does not cover the costs of providing OOH under the new system and Boards have had to meet extra costs from their general allocation. Costs vary by Board and are directly linked to remoteness with higher costs in rural and remote areas.  These Boards have had to find a greater percentage of OOH costs from their general allocation.  Total OOH costs were projected to be £68 million in 2006/07.

SCOTTISH HEALTH SERVICE Costs (cOSTS BOOK)

13. The resource allocation formula uses costs data to derive the various indices and hence final target shares.  The source of this information is the Costs Book
.  
14. The Costs Book collects financial information from each Board on Scottish Financial Returns (SFRs).  These cover hospital, community and family health services.
  Family health service costs, which include primary medical services, are excluded from the general resource allocation formula for hospital and community services.

15. Following changes to annual accounts guidance for 2007/08, out of hours expenditure will be recorded in the Community SFRs in the Costs Book (in the “Other” section).  A detailed breakdown of “Other” should be provided in a separate analysis to ISD.

discussion
16. Previous discussions have highlighted the concern that the formula does not adequately take into account the extra OOH costs that Boards, particularly those with rural and remote areas, now have to meet from their general allocation. 

17. In response to the Audit Scotland report the Health and Sport Committee asked if NRAC had considered the issue of Out-of-hours.  The answer was that it had not been expressly considered but if the associated costs were in the Costs Book then it will be taken account of in the formula.

18. It was noted that while this was technically correct, it may not adequately describe the impact.  If the Out-of-hours costs are recorded in the Community-Other section of the Costs Book then the costs would be converted to a national cost per head and applied to all Boards.  Hence, those who do not fund as much directly would benefit, since the Scottish average costs would be increased.  

19. There were also concerns regarding the consistency of recording of OOH costs in the Costs Book historically.  

20. In order to crudely estimate the scale of possible effects on the formula shares a ‘worst-case’ scenario was analysed:

21. The projected OOH costs for 2006/07
 were used to construct an ‘OOH only’ index for each Board based on costs per head.  These ranged from around 0.7 for the predominantly urban Boards to over 2.5 for Highland and the Western Isles.

22. These ‘OOH only’ indices were then combined with the general allocation indices (which have a much smaller range) to get a revised, weighted overall index for each Health Board.  The weight for the OOH index was £68m (1.1%); the weight for the general allocation was the whole budget minus the £68m for OOH i.e. £6.4 billion (98.9%).

23. As expected, most Health Boards show only a small change in this scenario.  The biggest impact is for Highland and Western Isles where their target allocations show a relative increase of over 1%.

24. It was also noted that all hospital and community costs and activity, regardless of when it took place, would already be included in the formula, e.g. A&E.

conclusions
25. Currently the general and SAF allocation formulae do not seem to take Out-of-hours adequately into account.
Proposed next steps
26. TAGRA is invited to discuss the following options for further development of the evidence base around the potential treatment of these costs and the implications for the resource allocation formula (and the SAF):

· ASD/ISD to take forward further analysis in-house, and establish proposed workplan/timetable setting out deliverables, subject to discussion around options below:

· Investigate the consistency of recording of Out-of-hours in the Costs Book.
· Investigate the exact impacts on the resource allocation formula as a result.
· Investigate possible modifications to the formula considering the principles that underpin the adjustments for other excess costs.
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Annex 1 - Primary Medical Services (Scotland) Act 2004

27. The Primary Medical Services (Scotland) Act 2004 places Health Boards under a new duty to provide or secure the provision of primary medical services.  The Act says that a Health Board must provide or secure primary medical services to the extent that it considers it necessary to meet all reasonable requirements.   Health Boards are advised that to fulfil the duty they must provide or secure sufficient (i) essential services, (ii) additional services (or equivalent; the term only relates to GMS), and (iii) out-of-hours services, to meet the needs of their whole population. This means that where contractors opt out of additional services or out-of-hours care, Health Boards must ensure effective alternative provision is in place at the time that opt-outs take effect. 

28. Historically there were two main types of primary medical services: GMS practices (section 19 of National Health Service (Scotland) Act 1978) with nationally agreed conditions and PMS (section 17C of the 1978 Act) schemes with locally agreed contracts tailored to local circumstances (i.e. local alternatives to GMS).
29. The 2004 Act was required to implement the new UK wide GMS contract which has been revised significantly to try and address low GP morale and to improve retention and recruitment
. This contract was introduced in April 2004. Now contracts are with a practice rather than individual GPs, funding has been increased and is provided in a different way.  Health Board allocations to practices are to be distributed according to patient need instead of through the previous system of payment per GP.
  

30. New GMS practices (now called section 17J) also have the ability to opt out of certain (additional) services and out-of-hours provision.  Before this GP practices were responsible for the 24-hour care of their patients.  If they choose to opt out of out-of-hours provision they forego a certain percentage of funding. 

31. Section 17C agreements were to be modified to mirror some of the new GMS changes e.g. increased investment, ability to opt out of OOH at same price, etc.
  The policy intention is to allow PMS/Section 17C to continue as an alternative to GMS, offering the opportunity to agree locally flexible contracts where the Health Board and practice think this offers the best option.

32. Health Boards can now also provide primary medical services outside of GMS and section 17C arrangements either directly themselves or via other providers e.g. voluntary sector, other Health Boards, etc.  These are called section 2C arrangements.

Annex 2 - Funding
33. The main source of funding for Health Boards is the unified budget for:

· General allocation (for hospital and community health services and GP prescribing)

· Primary Medical Services (to cover the new GMS and other contracts).

34. There are other streams for primary care services, special Health Boards, capital investment, etc.  The 2007/08 total NHS Scotland budget was £10.3 billion.  The unified budget was 74% of the total and the revenue resource general allocation was 91% of the unified budget.

35. The general allocation is currently shared out among the Health Boards using the Arbuthnott formula.  The revised formula, recommended by NRAC, will be implemented in 2009/10.

36. The primary medical services allocation is in part allocated via a separate formula the Scottish Allocation Formula (SAF) that is used to allocate most of the GMS funds.

37. It is also a weighted capitation formula that allocates resources to practices on the basis of the relative needs of their patients. 
38. GMS practices receive the following funds:

· Global sum which covers essential and additional services

· Quality payments (dependent on performance against a quality framework)

· Enhanced services (more specialised services)
· Health Board administered funds (covers premises, IT, seniority, etc)
· Minimum Practice Income Guarantee (correction factor to protect income)

39. The SAF is used to distribute the total global sum to each practice (it does not inform the size of the fixed total budget). Although funding for the global sum will flow through Health Boards, the amount for each practice is guaranteed and cannot be altered by the Board.  

40. Health Board administered funding and enhanced services are also allocated using the SAF, but at Board rather than practice level. There is a minimum spend for enhanced services which is then allocated to Health Boards.

41. The SAF is population based, at GP practice level, with a series of “weightings” to reflect the relative needs of GMS patients (age-sex, morbidity, deprivation) and the additional costs of providing an adequate service in remote and rural areas of Scotland. The SAF is currently being reviewed
.

42. Health Boards are free to spend the unified budget how they choose (with certain restrictions).
Annex 3 - Costs Book, Scottish Financial Returns and Annual Accounts

43. Scottish Health Service Costs (known as the Costs Book) is the only source of published costs information for NHS Scotland (NHSS), and provides a detailed analysis of where resources are spent in the NHSS.  
44. This information is mainly derived from financial and statistical data compiled by Scottish Health Boards.  It is published by ISD with the support of the Scottish Government Health Department (SGHD) and is used mainly for comparison across health care providers to ensure efficiency and to benchmark costs. 

45. Data for the Costs Book is collected on a series of Scottish Financial Returns (SFRs) which are completed as part of the Annual Accounts.  It is structured to analyse around 90% of the NHS Scotland net operating costs.  
46. The Costs Book has financial information from each Board for hospital and primary care services.  The range of services covered in each sector include
:

· hospital services - ranging from complex surgery by consultants at large city hospitals to outpatient clinics at rural community hospitals

· community services - home visits by district nurses, for example, or prevention services such as breast screening and health promotion

· family health services - provided by the family doctor (GP) service and the High Street dentists, opticians and pharmacists.

47. The statutory Annual Accounts consist of various primary, financial statements and notes which provide more detail. Main notes included Note 4 - Hospital and Community Health Services and Note 5 - Family Health Service Expenditure.   These are submitted yearly by Health Boards and they are audited.

48. The Costs Book and the Annual Accounts both have guidance manuals.
 If there are changes to the Annual Accounts the impact on the Costs Book manual is considered and guidance changed if necessary.  There is a Costs Book User Group which meets three times a year.
49. The SFRs most relevant to the discussion on out-of-hours are:
· SFR 8.2 and 8.3 – Community Health Services 
· SFR 8.4 – Family Health Services (including Primary Medical Services).
50. At a recent Costs Book User Group meeting it was noted that the annual accounts manual for 2007/08 had changed.  The only impact was out of hours expenditure which is now to be included in Note 4.0.  This expenditure will therefore be recorded in the SFR 8.2 and SFR 8.3 Other sections.  A detailed breakdown of SFR 8.3 Other should be provided in a separate analysis to ISD.

Annex 4 - Costs Book Expenditure Breakdown 

Net Expenditure 2006/07 (excluding the Golden Jubilee & State Hospitals)
	 
	Total (£000’s)

	Expenditure (Net) 
	£7,352,954

	Hospital sector                                   
	£4,303,614

	Community sector
	£947,806

	Family Health sector
	£2,101,535

	Hospital
	£4,303,614

	Family Health Services
	£2,101,535

	Primary Medical Services
	£699,823

	GMS (Section 17J)
	£594,916

	Local Contract (Section 17C)
	£75,819

	Direct Provision, etc. (Section 2C)
	£29,087

	Dental
	£274,801

	Pharmaceutical
	£1,060,168

	Ophthalmic
	£66,742

	Community
	£947,806

	District Nursing
	£144,409

	Health Visiting
	£70,046

	Midwifery
	£28,999

	Mental Health Teams
	£125,551

	Learning Difficulties
	£24,459

	Child Health
	£63,830

	Specialist Nursing
	£29,915

	Addiction Services
	£27,058

	Family Planning
	£11,916

	AHPs
	£92,087

	Other:
	£329,534

	Laboratory – Direct Access
	£33,770

	Community Dentistry
	£33,293

	Clinical Psychology
	£15,877

	Incontinence Services
	£16,061

	Home Dialysis
	£7,535

	Breast Screening
	£6,315

	Health Promotion
	£14,879

	Other (please specify)
	£201,805


51. Annex 5 - Audit Scotland Report on the new GMS contract

52. Audit Scotland has recently reported on the new GMS contract.25
53. By 2007 in Scotland 88% of GP practices had GMS (Section 17J) contracts.  Nine per cent of GP practices had locally agreed (Section 17C) contracts and three per cent of practices were managed directly by the NHS board (Section 2C contracts).

54. The new GMS contract has cost more than expected; in its first three years total GP services cost £160 million more than was allocated by the SEHD for these services. 

55. The allocation for 2006/07 was £655 million. The actual NHS Board spend in 2006/07 was £706 million:

· New GMS

£598m

· Section 17C

£  76m

· Direct provision          £  33m

56. The majority of the additional costs are due to the costs of the Quality and Outcomes Framework (QOF) and the correction factor (historic income guarantee).  Practices have performed better than expected.  Quality payments for all types of practice rose from £72 million in 2004/05 to £115 million in 2006/07.

57. NHS Boards have also spent more than the minimum for enhanced services.

58. Overall the rate of increase in spending is slowing down after the initial large increases at the time of the introduction of the new GMS contract.  NHS Boards have had to meet the associated additional costs from their unified budgets. This analysis excludes the cost of out-of-hours care which is covered by a separate Audit Scotland report.

59. A key aim of the new GMS contract was to make funding more equitable e.g. more funding for deprived areas and remote/rural areas.  The practice income guarantee through the correction factor has prevented this from happening.

Annex 6 - Out of Hours Projected Costs for 2006/07 

	Health Board
	2006/07 Projected cost £000s
	Population

	Estimated cost per head
 

	NHS Ayrshire & Arran 
	£4,522
	367,010
	£12

	NHS Borders 
	£1,955
	109,730
	£18

	NHS Dumfries & Galloway 
	£2,735
	148,340
	£18

	NHS Fife 
	£3,862
	356,664
	£11

	NHS Forth Valley 
	£4,031
	284,379
	£14

	NHS Grampian 
	£7,726
	525,930
	£15

	NHS Greater Glasgow & Clyde
	£11,708
	1,190,939
	£10

	NHS Highland 
	£10,334
	304,460
	£34

	NHS Lanarkshire 
	£6,123
	557,088
	£11

	NHS Lothian 
	£7,742
	792,593
	£10

	NHS Orkney 
	£330
	19,590
	£17

	NHS Shetland 
	£333
	22,000
	£15

	NHS Tayside 
	£5,567
	389,707
	£14

	NHS Western Isles 
	£965
	26,370
	£37

	Totals
	£67,933
	5,094,800
	£13


� For more detailed information on the Act see Annex 1.


� For more detailed information on funding see Annex 2.


� NHS Resource Allocation Committee Final Report, September 2007 (www.nrac.scot.nhs.uk)


� Primary Care Out-of-Hours Services Report, August 2007, Audit Scotland.


� Review of the new General Medical Services Contract report, July 2008, Audit Scotland (Exhibit 4)


� Primary Care Out-of-Hours Services Report, August 2007, Audit Scotland. 


� See Annex 6 for a breakdown of these projected costs by Health Board.


� For more detailed information see Annex 3 and the ISD website.


� See Annex 4 for a breakdown of expenditure by service type.


� Costs Book User Group minutes, 5 March 2008


� See Annex 6 for a breakdown of these estimated costs.


� Implementing the new GMS contract in Scotland, February 2004, SEHD


� The Primary Medical Services (Scotland) bill as introduced, August 2003, SPICe briefing


� Explanatory notes, Primary Medical Services (Scotland) Bill as introduced, Scottish Parliament 


� The Primary Medical Services (Scotland) bill as introduced, August 2003, SPICe briefing; also ‘www.sehd.scot.nhs.uk/pca/PCA2006(M)09.pdf’ for subsequent guidance on non GMS contracts


� Policy Memorandum, Primary Medical Services (Scotland) Bill as introduced, Scottish Parliament 


� NHS Resource Allocation Committee Final Report, September 2007 (www.nrac.scot.nhs.uk)


� Explanatory notes, Primary Medical Services (Scotland) Bill as introduced, Scottish Parliament 


� NHS Resource Allocation Committee Final Report, September 2007 (www.nrac.scot.nhs.uk)


� ISD website, Costs section, as at 29 September 2008


� See Annex 4 for a breakdown of net expenditure for 2006/07 from the Costs Book.


� See ISD website which contains links to both manuals.


� Costs Book User Group minutes, 5 March 2008


� Source: ISD website, Costs Book Section, Costs Book – Latest; Detailed Tables for 2006/07 as at 8 October 2008.


� Review of the new General Medical Services Contract report, July 2008, Audit Scotland.


� Primary care out-of-hours services report, August 2007, Audit Scotland.


� Exhibit 6, Primary care out-of-hours services report, August 2007, Audit Scotland is the source for the projected costs. This was modified to reflect the new Health Board areas: Argyll and Bute was added to Highland and Clyde was added to Greater Glasgow.


� Source:  GRO Scotland (Mid Year Estimate 2005)


� These estimated costs per head were used in the analysis of the ‘worst case’ scenario effect.
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