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Introduction 
1. TAGRA have asked for a summary of the coverage of the English formula; in particular the proportion of total NHS budget covered; to enable a comparison with the Scottish general revenue allocation formula.
Purpose

2. This paper provides a summary of the structure of the English weighted capitation formula used to inform the allocation of £164 billion to Primary Care Trusts (PCTs) in 2009/10 and 2010/11. 
BackgrounD
3. The total NHS budget for NHS Scotland for 2009/10 is £11.09 billion; the initial general revenue allocation is £7.25 billion (i.e. around 65% of the total budget).
  
4. This allocation is the largest part of the unified budget and allocates funds to the 14 territorial Health Boards to provide hospital and community health services (HCHS) and to cover the costs of GP prescribing.  The other element of the unified budget is primary medical services and there are separate allocation mechanisms for these funds.

summary of english formula 
5. The total planned NHS net expenditure for England for 2009/10 is £102.7 billion.
  The English weighted capitation formula informs the allocation of £164 billion to primary care trusts (PCTs) over two years; £80 billion for 2009/10 and £84 billion for 2010/11.

6. The formula covers HCHS, GP prescribing and Primary medical services (with 2006/07 expenditure weights of 76.3%; 12.4%; 11.3% respectively). 
7. As well as adjusting for need and excess costs (MFF) the formula currently also seeks to reduce avoidable health inequalities. 
8. Following a review of the main elements of the formula, the advisory group that oversees the development of the English formula (ACRA) recommended that a separate formula be introduced for health inequalities. This was implemented for the 2009/10 and 2010/11 allocations.  It is based on disability free life expectancy and is applied to all allocations except mental health and HIV/AIDS.
 
9. ACRA advised that the health inequalities weighting should be a ministerial decision (currently it is 15%) and that the health inequalities formula should be considered an interim measure.
,
  
10. There is a detailed guide to the English formula and Appendix 1 of the guide (page 69) contains a schematic diagram of the various components with expenditure weights. 5 
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� Scottish Government press release 09/02/2009 �HYPERLINK http://www.scotland.gov.uk/News/Releases/2009/02/09091905 ��http://www.scotland.gov.uk/News/Releases/2009/02/09091905�


� NRAC final report, pages 6 and 8


� Department of Health: Departmental Report 2009, June 2009 (Paragraph 5.21 and page 48). �HYPERLINK http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_100667 ��http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_100667�


� Department of Health website, NHS allocations, June 2009. �HYPERLINK http://www.dh.gov.uk/en/Managingyourorganisation/Financeandplanning/Allocations/DH_076547 ��http://www.dh.gov.uk/en/Managingyourorganisation/Financeandplanning/Allocations/DH_076547�


� Resource Allocation: Weighted Capitation Formula Sixth Edition, DoH, December 2008. �HYPERLINK http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_091849 ��http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_091849�


� See pages 3 and 25, Report of the Advisory Committee of the Resource Allocation formula, December 2008 � HYPERLINK "http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_091484" ��http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_091484�


� See also written parliamentary question on health inequalities (under Primary Care Trusts: Finance section) � HYPERLINK "http://www.publications.parliament.uk/pa/cm200809/cmhansrd/cm090112/text/90112w0038.htm" ��http://www.publications.parliament.uk/pa/cm200809/cmhansrd/cm090112/text/90112w0038.htm�
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