19 AUGUST 2008 - TAGRA MINUTES


TECHNICAL ADVISORY GROUP 
ON RESOURCE ALLOCATION

NOTE OF 1st MEETING HELD ON 19 AUGUST 2008 
IN ST ANDREW’S HOUSE, EDINBURGH

Members Present:
John Matheson (Chairman) (JM)

Duncan Buchanan (DB)


Professor Bob Elliott (BE) 


Alan Gall (AG)


Karen Facey (KF)


Peter Hampton (PH)

Malcolm Iredale (MI)


Keith MacKenzie (KM)


Dr Nigel Rice (NR)


Iris Rickhoff (IR) (minute-taker)

Angela Scott (AS)


John Ross Scott (JRS)


Jill Vickerman (JV)


George Walker (GW)

Apologies:
Richard Copland (RC)


Gary Coutts (GC)

Douglas Griffin (DG)

Fiona Ramsay (FR)

AGENDA ITEM 1 – Welcome and Introduction
Welcome, Apologies and Introduction

1. The Chairman welcomed all members to the meeting. The members introduced themselves to the group outlining their interest and experience in resource allocation. Apologies had been received from Richard Copland, Gary Coutts, Douglas Griffin and Fiona Ramsay. 
2. John Matheson (JM) summarised that there was a mix of different experience of resource allocation issues and commented on the broad mix of different backgrounds of the members. Further, he went on to talk about the importance of objectivity of the group and that the basic principle of the formula was that it should be fair to all Health Boards while recognising the different circumstances that each Board is facing. 

AGENDA ITEM 2 – Paper TAGRA(2008)01
History of Resource Allocation

3. Keith MacKenzie (KM) gave a presentation on resource allocation for hospital and community health services and GP prescribing in Scotland that was based on paper TAGRA(2008)01. It included a brief history from SHARE to the Arbuthnott formula. The recent review of the NHSScotland Resource Allocation Committee (NRAC) was described, in which the changes to the Arbuthnott formula and the components of the formula were explained. 
4. TAGRA(2008)01 paper and supporting slides give full details. 
5. It was added that the excess costs adjustment explicitly takes account of the special position of the Scottish islands. The Scottish Executive Urban and Rural Classification (SEURC) that was used was refined by using islands categories, which picked up the additional costs of providing services for islands. This also affects mainland Health Boards with islands.

6. The group discussed why the markets forces factor (MFF) had been rejected. It was explained that NRAC decided against including a staff MFF because they were aware that under the Agenda for Change (AfC) there was scope to pay Recruitment and Retention Premia. As this provision had not been widely exercised by Health Boards, it was suggested that Boards were unlikely to perceive the need for a MFF. This view had been supported by the consultation.
7. JM stressed that the formula does not determine the amount of budget that is needed to provide health services. Rather, the formula is being used to determine how a given budget is divided between the 14 regional Health Boards. KM added that the formula shares are target shares and explained that the actual allocation tries to move the Health Boards towards their target share of the formula over time. 
8. JM explained that NRAC did not make any recommendations on how the money should be spent by the Health Boards. He also confirmed that NRAC did not make recommendations on the implementation and its time scale. The Cabinet Secretary has accepted NRAC’s recommendations in February 2008 to implement the changes from the financial year 2009-10. 
9. JM went on to explain how the actual allocation of the HCHS and GP prescribing funds has been handled in the past. In this year 2008-09, each Health Board has received a base uplift of 3.15 per cent. Additionally, those Health Boards below the Arbuthnott and NRAC targets have received an additional uplift. These Health Boards are Fife, Forth Valley, Grampian, Lanarkshire, Lothian and Orkney. Fife has received the largest total uplift of 3.81 per cent. 
10. It was explained that the discussion and decision on the annual base and additional uplift is separate from the target shares of the formula and come from the same budget, i.e. if the base uplift is more generous there will be less money for the additional uplift. The annual increases are determined by the spending review. The base uplift has always been a level uplift for all Boards. On top of that, any headroom in the budget has been used for the Health Boards below their target allocation as determined by the funding formula. JM stated that due to the current tight spending review there are limited supplementary funds from the central budget available to create the additional uplift. 
11. It was noted that neither the SHARE nor the Arbuthnott target shares were achieved. This was mainly due to substantial population declines in some of the larger Health Boards. 
AGENDA ITEM 3 – Paper TAGRA(2008)02
Remit, format and ways of working
12. JM introduced the purpose of this paper and explained that TAGRA has to agree on the remit, the membership and the ways of working. It was also emphasised that TAGRA was not established to conduct a baseline review of the whole formula.
Remit

13. The scope of the remit was discussed. In particular, the distinction between refining the existing NRAC formula and taking forward work on the allocation of funds in other areas than HCHS and GP prescribing was discussed. This includes for example work on primary care services. NRAC has already done research on other research allocation issues that need to be further developed. Jill Vickerman (JV) explained that initial work of TAGRA could be focussed on refining components of the NRAC formula, but that future consideration of the wider NRAC recommendations should not be ruled out. JV pointed out that TAGRA is an ongoing group that should establish a prioritised programme of work. It was confirmed that there will not be another group dealing with funding allocation issues in the health sector. This means that TAGRA’s prioritisation process will be crucial and must take into consideration short-term and long-term aspects of resource allocation.
14. It was noted that it would be useful to have a working definition of what the group means by ‘fair and equitable’, as this could have significant impact on the work programme. The group needed to clarify if this means the reduction of avoidable differences in health, as is the case in the English resource allocation formula to Primary Care Trusts (PCTs). KF explained that this discussion came up in NRAC. The funding formula was not set up to reduce health inequalities, but to ensure equitable access to health care according to needs. These different definitions are likely to result in two substantially different formulae. JM reminded the members that TAGRA’s remit is to refine the components of the formula, rather than reviewing the whole formula. The group stressed that even if the funding is fair and equitable, this does not mean that there is equal access. However, there are other health funds next to the NRAC funds that tackle different policy issues like heath inequalities.  
15. The Chairman noted that a two-way communication between TAGRA and the Health Boards is important. It was added that transparency is crucial, especially with respect to TAGRA’s remit and prioritisation, so that expectations are properly managed. It was stated that the communication with communities is equally important and it was asked if the issue of engagement and communication should be included in TAGRA’s remit. JM summarised that TAGRA should be open, transparent and engaging. 
16. On the data issue, it was noted that ASD and ISD will update TAGRA on any data and methodological developments. TAGRA should then decide if it is appropriate to revise elements of the formula.
17. Following the discussion the agreed remit for TAGRA is:
· To advise on the future maintenance and development of the Arbuthnott/NRAC formula for allocating resources to Health Boards for Hospital and Community Health Services and GP prescribing
· To advise when the individual elements of the formula should be refined and improved as new methods and data become available
· To consider issues raised in NRAC’s Final Report and by stakeholders, as required by the Scottish Government, to prioritise and commission the investigation of these issues. 
· To ensure that the formula continues to allocate funds between Health Boards on a fair and equitable basis.
Membership
18. The discussion on the membership of the group was based around the question of the involvement of specific expertise. This mainly included how to engage with clinicians and academics.

19. JV explained that the engagement of other specialists could depend on the issues being discussed. There are funds to commission external work. TAGRA will need to decide when and how specialists, e.g. clinicians, should be involved. 
20. KF reported that NRAC invited experts to the meetings to get presentation on specific topics, which worked very well. Moreover, clinical and academic experts can also be included in the consultation process. 
21. With respect to academic expertise, the need to have sufficient independent expertise was expressed, while the quality of expertise and the objectivity of expert advisors seemed to be equally important. KM emphasized that the English ‘Technical Advisory Group’ on resource allocation that comprises several academics benefits from the rigorous academic discussions.  
22. It was noted that in addition to the two experienced academic members of TAGRA, for continuity, Matt Sutton, a former NRAC member, could be very valuable to the group due to his broad and detailed expertise with the Arbuthnott and NRAC formulae. JV had spoken to Matt Sutton and reported that he is happy to assist the group on an informal basis as needed. It was agreed that Matt Sutton will be most valuable for the group as an external expert.
23. It was agreed that the membership as it stands is fit for purpose. Expert advice can be requested during TAGRA’s work programme. It was noted that it is important to refer to expert advisors early in the process.

Ways of working
24. The meetings will be held quarterly at St Andrews House. The next meeting will be in November. 
25. It was agreed that where possible decisions will be made by consensus, rather than formally voting. 
26. It was felt that the selection of core criteria was very useful for the work undertaken by NRAC. It was good to have guidance when analysing elements of the formula. JV suggested that TAGRA should agree on core criteria as well, so that ASD and ISD can apply these criteria when presenting analysis to TAGRA.
27. Alongside the NRAC core criteria, the additional criterion of ‘materiality’ was discussed. It was argued that even if the changes appear to be small in percentage terms, they can have a substantial impact on Boards and on sub-Board level. The group added that the financial impact is very important for most of the TAGRA members.

28. It was clarified that the core criteria ‘stability’ means data and methodological stability in the formula rather than financial or target share stability.   
29. It was argued that NRAC’s ‘objectivity’ criterion should be divided into two separate criteria, as it comprises two different aspects. The first aspect is to ensure that all available robust data is used and the second aspect is about avoiding perverse incentives. Perverse incentives can lead to negative unintended consequences that are against the interest of the incentive maker. An example could be to allocate funds to the Health Boards by using Boards’ total costs. This is intended to support those Boards with higher unavoidable costs of providing the services, could however incentivise Boards to be inefficient. 
30. The group decided to take the ‘evaluability’ criterion out of the list, as it is an umbrella concept of all criteria. 
31. To conclude, TAGRA agreed on applying the following TAGRA core criteria:
	Equity — the primary consideration should be to achieve the greatest possible accuracy in capturing the cost implications of variations in need across the country, in order to develop a formula that delivers the greatest possible equity of access to health services.

	Practicality — use should be made of good-quality, routinely-collected data, in order to produce an administratively feasible formula that can be readily updated.

	Transparency — the rationale informing the formula’s methodology should be explicable and any judgements should be made explicit, although this should not lead to over-simplification of details which might add precision to the methods.

	Objectivity — the formula should as far as possible be evidence-based, using as necessary the full range of available robust data. 

	Avoiding perverse incentives – the formula should guard against perverse incentives and any negative consequences which might threaten the integrity of the data.

	Relevance — there is a need to avoid the dangers of extrapolation and to make explicit where hard information is being used about one aspect of a service to make some assumption about an area where information is less good or absent.

	Stability — there should be a reasonable degree of year-to-year stability in the data sources feeding in to the formula.

	Responsiveness — the formula should result in shifts in the allocation of resources in response to changes in the need for healthcare services.

	Face validity — the outcome of any changes to the formula should be subjected to a 'common-sense' check.


32. TAGRA discussed the issue of how to communicate and engage with all 14 Health Boards and other stakeholders in an open and transparent way. It was suggested that TAGRA needs different communication channels than NRAC did, as TAGRA’s remit is to ‘refine’ the NRAC formula. TAGRA agreed on the following principles:
· TAGRA uses the website to publish the meeting notes and finalised papers.
· The Chairman will be communicating TAGRA’s work and decisions to the Health Board Chairs at their meeting and invite them to comment and feedback any thoughts on TAGRA and the funding formula. Meetings like the Directors of Finance meeting as well as the Regional Planning Network can be used as similar channels to communicate with stakeholders.

· Health Boards will be invited to comment on specific topics when the need arises. They will be consulted as appropriate. 
· The feedback on emerging results to TAGRA should be blind and anonymised.

· The Chairman will keep the Cabinet Secretary informed of TAGRA’s planned work programme and resultant findings and advice.
Resources

33. TAGRA will be supported by a dedicated resource in ISD and ASD based around a small experienced team of analysts. The team will have access to some additional financial resources to procure external research and/or to fund additional analytical capacity within ISD or ASD as appropriate. 
AGENDA ITEM 4 – Paper TAGRA(2008)03

Results of 2008-09 shadow run of the NRAC formula
34. Duncan Buchanan (DB) gave a presentation on the shadow update of the NRAC formula 2008-09. In the final report of the NRAC review the results of the various research projects were collated for the first time and it showed the comparison of the 2007-08 Arbuthnott target shares and NRAC target shares if it had been implemented in 2007-08. 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.  
35. Please refer to the paper TAGRA(2008)03 and supporting slides for details on the shadow run of the NRAC formula.

36. This shadow update gave ISD a chance to pull together into one team within ISD the detailed technical knowledge required to run the formula. It ensures that the first implementation of the formula for 2009-10 will be timely and efficient. ISD has already started this first run of the NRAC formula. 
37. Furthermore, the shadow update produced an updated set of results for the NRAC formula to test how stable the formula is when its components are updated with current data and a new team is running the formula. The results showed that the changes to the 2007-08 run of the NRAC formula are all within one per cent, which gives reassurance of the stability of the formula. Having said this, TAGRA needs to bear in mind that small changes can have a big impact. Moreover, it showed that the population component of the formula drives most of the changes of the year-on-year comparison of the NRAC formula.
38. It was highlighted that the update and maintenance of the formula is very resource intensive. The shadow run update started in April and finished at the beginning of August. One or two analysts were working on the update throughout this period.

39. DB outlined that there was a small number of data issues, particularly affecting the age/sex profiles of the formula, including:
· Activity data for community nurses is no longer being collected routinely under Practice Team Information (PTI) with 2005-06 the final year of collection
· 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.

· No further routine collection of data on temporary residents is available beyond the data that was used in the NRAC report.

40. The group pointed out the importance of being alerted by ISD if there are any data issues coming up related to the formula. The main data issues are also listed in the issues paper (TAGRA(2008)04), discussed under the next agenda point. It was stressed that TAGRA needs to bear the quality of the data in mind when analysing different issues. Further, the core criterion of ‘practicality’ was mentioned.  
41. KM agreed to send an electronic version of this paper to the group.
AGENDA ITEM 5 – Paper TAGRA(2008)04
Issues to be considered by TAGRA
42. The Chairman invited comments from members on the issues that TAGRA will be looking at over the next 12 months. It was proposed that the group should select three issues as priorities for the year ahead. JM added that out of hours (OOH) services and an analysis of the impact on the sustainability of rural and remote services are on the top of the list due to the strong interest from parliament, Health Boards and other stakeholders. JM referred to the short list of issues in paragraph 13 to start off the discussion.
43. The feasibility of looking at an alternative adjustment for community clinic based services was discussed. NRAC had proposed that this adjustment should simply be updated until the results of the Scottish Allocation Formula (SAF) review were available. As this review is still not completed, further work might not be possible at this point in time, as new data or advice from SAF is not available yet. It needs to be clarified how far the SAF review has progressed in order to decide if it is feasible to look at this element. The group was not aware that anyone else is looking at the same data other than the SAF review group. It was noted that this element would improve the unavoidable excess costs adjustment of the formula and therefore fall under the general issue of remote and rural services. 
44. Referring to paragraph 14 of the paper, it was clarified that other groups are responsible for the development of the underlying data sources. This includes for instance the ISD Data Development Programme that seeks advice and recommendations from data users. TAGRA and for example the Scottish Government Efficiency and Productivity Information Development will make recommendations to those bodies collecting and improving the data. 
45. The issue of GP prescribing was discussed. It was explained that this element of the formula was not stable in the Arbuthnott formula. This element is based on a random sample of 12,000 prescriptions in order to determine the national average costs of prescribing by age and gender. To make it more robust, NRAC had recommended the use of three years combined of these monthly samples. There is the possibility that the CHI database is more accessible now than it was when NRAC looked at this issue, which could be used to improve the stability and make data more representative. 
46. GP prescribing affects approximately 15 per cent of the allocated budget and costs vary significantly by age. An improvement in this element might have a substantial impact on the age-sex adjustment of the GP prescribing. It was explained that it would be necessary to find out if the CHI database could be used.  
47. Further, it was explained that collecting costs data from Health Boards should not incentivise Boards to report higher costs, as Health Boards’ relative position to the Scottish average is the determining factor, not the level of costs.

48. It was suggested that it would be useful to quantify the respective impacts of each area of possible further work in order to prioritise the different options. At the same time it was noted that the amount of effort to develop an element does not only depend on the total budget share. JV outlined that ASD/ISD would undertake further analysis of the possible area for future work and aim to set out more detail to allow TAGRA to have a more informed discussion about prioritisation at their next meeting. 
49. It was explained that the issue of OOH sits between the NRAC and the SAF formula, as these services used to be covered by GPs, but Health Boards have now to provide them if GPs choose to opt out. It was noted that OOH services could be included in the NRAC formula as a separate care programme if necessary.

50. It was appreciated that the impact on the sustainability of remote and rural services is a very broad issue. It could include work on the special situation of the islands. However, it was noted that TAGRA should not develop a new excess costs adjustment, but have a fresh look at the potential impacts on these areas. It was pointed out that Arbuthnott treated all Islands Health Boards as one Board due to the lack of data. NRAC differentiates between different categories of islands, which are taken account of in the excess costs component of the formula. This also affects mainland Health Boards with islands.
51. It was agreed that out of hours services and the impact on remote and rural services will be taken forward as a priority. The third issue will be agreed on following the discussion at the next meeting.  
AGENDA ITEM 6 
Forward workplan

52. ASD/ISD will take TAGRA’s proposals and discussions forward and will present work on the following issues in the next TAGRA meeting:

· Out of hours services: ASD will do some internal research and scope out what needs to be done to take this issue forward. ASD will present the findings and options for further analysis at the next meeting. 
· Impact on the sustainability of rural and remote services:  This is a much wider issue. ASD will develop scope the work and present broad options for a first TAGRA steer on this analysis at the next meeting. This will include definitions and a description of how the NRAC formula takes account of remoteness and rurality. 
· Short-listed issues plus GP prescribing: ASD/ISD will do initial analysis on the feasibility, data practicality and the amount of budget that is affected by each issue to inform the discussion at the next TAGRA meeting. 
Dates of next meetings

53. TAGRA will next meet in November. TAGRA was content with the afternoon time 1 - 4 pm..
AGENDA ITEM 7 - AOB 
54. There was no other business.
55. The Chairman thanked everyone for their attendance and constructive contributions at a very useful and positive inaugural TAGRA meeting.
1.

