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Introduction 
1. This paper provides TAGRA members with a summary of the queries that ASD/ISD have received from stakeholders in the previous three months.
Purpose

2. The paper is for information only, although we would be happy to receive feedback from TAGRA members on the clarity of the responses that we have offered.
summary of queries
Northern Ireland

3. Colleagues from the Department of Health, Social Services & Public Safety in Northern Ireland asked about the pace of change policy in Scotland under NRAC (and Arbuthnott). Our response was as follows:-ff

TAGRA has taken over from NRAC, following the publication of the latter’s Final report and the adoption of a revised formula to replace the Arbuthnott formula. Information about TAGRA and its work to date can be found at http://www.tagra.scot.nhs.uk/ . Essentially the NRAC formula is similar to the Arbuthnott formula in that it is a weighted capitation formula that adjusts population share for the age/sex profile and additional needs of the population and takes account of unavoidable excess costs of supply. The formula produces the target shares and they are then converted into actual £s shares by way of our parity process. You can see the progress that was made towards target shares under Arbuthnott in the following paper that was produced for NRAC:

Technical Report A - History of the Arbuthnott Formula - http://www.nrac.scot.nhs.uk/research.htm
We haven’t repeated this analysis since then – the Arbuthnott formula ran in 2007/08 and 2008/09 before being replaced by the NRAC formula in 2009/10. We’ve published the 2009/10 NRAC formula results at http://www.isdscotland.org/isd/5933.html
In terms of what our pace of change or parity policy is, I’m not sure that we have ever written this down formally. When NRAC was introduced it was agreed that we would maintain the approach that had been used under Arbuthnott (and its predecessor, SHARE). In practice this means that we ‘level up’ the shares received by the Health Boards – so, no Health Board receives less than it received the previous. The result of this is that neither SHARE or Arbuthnott reached their target shares before they were reviewed. Now that we are entering a period where the annual increases in funding are likely to be smaller, then reaching parity is likely to be a slow process.

Lothian Health Board query on treatment of prisoners

4. Lothian Health Board asked for clarification on how the NRAC formula took account of prisoners. Their query was based on their interest in clarifying what services they were responsible for paying for prisoners resident in Lothian’s prisons (with specific reference to HMP Addiewell). Our response was as follows:-
I’ve checked how prisoners are treated under the NRAC formula (which replaced Arbuthnott from this year). I’ll try to explain this as best as I can and relate it to your query.

The NRAC formula distributes funding for Hospital and Community Health Services (HCHS) and GP Prescribing to the 14 territorial Health Boards. The formula is what is known as a “weighted capitation formula” which means that it starts from Board’s population share and adjusts this according o the age/sex profile of the population, additional health need and unavoidable excess costs of supply.

From your point of view, the key issue is how prisoners are treated in the population count. The HCHS element of the formula is based upon GRO population projections (rebased by the latest Mid Year Estimates). The projections relate to the resident population of the Board. The GP prescribing element of the formula is based on CHI  data (i.e. the practice lists of all GPs in a Board).

For prisoners to be counted in the HCHS element of the formula for a Health Board they must have been “resident” in a prison at that Health Boards for >6 months. Prisoners resident for <6 months are deemed to be the responsibility of their ‘home’ Health Board. For the GP prescribing element no adjustment is made.  The position is described in more detail in the attached extract from the NRAC technical report on population. In the case of prisoners who serve <6 months, the assumption (under both Arbuthnott and NRAC) is that the Health Boards will recoup costs via their SLA agreements with other Boards.

The nature of the NRAC formula means that the population data used each year is the latest that is available when the formula is run. This means that the 2009/10 formula was based on 2009 populations projection  (re-based using 2007 MYEs) and Community Health Index (CHI) extract as at 31st March 2008 (deflated to 2009 re-based projection). This data predates Addiewell opening, so it will be 2010/11 before any increase in population is seen as a result of the new prison.  

To summarise, the position is that

-         if  they are hospital costs for prisoners > 6 months then the HCHS allocation will reflect this

-         if they are hospital costs for prisoners <6 months then this is an issue for SLAs 

However, it is worth noting that the NRAC formula simply produces a ‘target share’ of funding to which Health boards move towards over time. Lothian are currently below their target allocation, so the effect of an increase in population due to Addiewell will be to move your target share upwards, but not top move your actual allocation.

I hope that this helps explain how prisoners fit into the NRAC formula. What I’m not clear about from your e-mail is how the SPS fits into this , and exactly how the financing of services to prisoners works in Lothian. So, if I’ve not answered your query or if my response raise other questions, please let me know.
5. We also sent an extract of the relevant detail from the NRAC research which is reproduced in Annex A.
Tayside Health Board query on NRAC formula

6. Lindsay Bedford e-mailed a query covering a range of issues concerning the NRAC formula with particular emphasis on how the needs adjustment in the formula takes account of deprivation. Given the length of his query we have broken it into sections and shown our response to each section in the following table.
	Query
	ASD response

	We have been looking at ways of understanding our FHS Prescribing spend in Tayside and were pleased when the NRAC Target Budget Shares Allocation was put onto the ISD website.  The focus for us was on the prescribing element of the formula.  We saw this as a real way of looking at variation across initially our CHP’s and then potentially at practice level.
	The NRAC Formula has been specifically designed with this type of ‘sub Health Board analysis in mind. The formula uses data at datazone and intermediate datazone level which can be aggregated up to give results at CHP level.

Need to remember that NRAC formula is based largely on GRO population projections – only the prescribing element uses CHI figures.



	The key element for me were the adjustments in relation to Age/Sex composition and also the assessment of relative additional needs due to morbidity and life circumstances (MLC) and other factors.

Adjusting for these factors has made a difference to the “populations” that we have attributed to each practice/CHP and to an extent moves towards what we were expecting and provides one element in our desire to understand the variation.  

The pressure I will come under is that after adjustment for these factors and based on evidence of the actual prevalence rate it falls short of the weightings applied through the formula..


	The objective of the formula is to allocate resources to HBs on an equitable basis according to need. 

The NRAC formula includes an adjustment for needs over and above those explained by the age and gender of the (local) population. The additional needs adjustment aims to explain the variation in the actual costs of healthcare at local level by using indicators of need. The researchers used regression techniques to establish the indicators that best explained the variations in healthcare need across the country.

NRAC examined the potential for using data on prevalence as part of the allocation formula. The difficulty that they found was that the formula requires a comprehensive dataset that covers the whole population/country if it is to be fair to everyone. At present prevalence data is survey based and as such is arguably not suitable for the weighted capitation approach used in the NRAC formula.



	Some examples of these across our 3 CHP’s are (with the focus being on Dundee CHP)

% of population living in most deprived communities:

 Angus 6%,  Dundee 25%,  P&K 4%

  Drug users (known to services):

 Angus 12.5%  Dundee 75%  P&K 12.5%

 CHD standardised Death rates per 100,000 population:

 Angus 192,  Dundee 438,  P&K 158,

For NRAC purposes Dundee CHP identifies an index factor of 1.01 for age/sex and 1.06 for MLC.

The key message from a report from a Dundee GP is that deprived populations die younger than affluent ones.  They also develop illnesses at a younger age.  The result is that the age weighting under resources deprived areas.  There is also a greater need to budget for preventive medicines in younger age groups.


	The indices that you quote represent the difference between Dundee CHP and the national average. It is worth noting that Dundee CHP has amongst the highest indices for MLC and overall prescribing. The areas that score higher are predominantly in Greater Glasgow and Clyde with Western Isles, Ayrshire and Arran, and parts of Lanarkshire and Fife also scoring higher (based largely on having an ‘older’ population than Dundee).  

It should be noted that the influences of the various factors (age sex, additional needs and excess costs) on the shares of resources for each Board are influenced by the magnitude of the index for each factor, and the amount of variation in each factor between Boards.  Most Boards are very variable (containing a mix of remote/urban areas and affluent/deprived areas) which tends to reduce the effects of the weightings when the results are presented at Board level.

	Below is an extract from a report the GP prepared.

“Current resource allocation systems (Arbuthnott, the Scottish Allocation Formula for General Practice), and the proposed replacement funding system to Arbuthnott developed by NRAC (NHS Resource Allocation Committee) look at current service usage, rather than need, and then correlates this use against factors such as deprivation, rurality, age and gender.

What these funding allocation systems fail to do is to examine the correlation between age and deprivation, treating them instead as independent variables.  As younger populations that are deprived appear to be at greater risk of developing the illnesses covered by the QOF than other younger populations, even when their deprivation is taken into account, this methodology will result in a lower funding weight attached to young deprived patients than perhaps they merit going by their relatively high disease prevalence.
	NRAC looked at QOF as a potential source of data for the revised formula, but concluded that it was not suitable for their purposes at this time. This view was based on a number of issues resting to the completeness of QOF data, the potential influence of practice size and its linkage with other national datasets. The full NRAC paper can be found at:-

http://www.nrac.scot.nhs.uk/docs/docs/6th%20Meeting/NRAC(2005)40%20QOF%20Paper.doc
NRAC did make a recommendation that in future the issue of whether an epidemiological approach to allocating resources should be looked at again. In order for this to be possible they felt that it would require detailed data of the sort that is planned under the e-health programme. See page 116 of NRAC’s Final Report for more details on their conclusions on this issue (add link)

NRAC also recognised that another alternative approach to the current formula would be to use data on proximity to death. This approach is based on the view that it is an individual’s proximity to death rather than their age itself which dictates their use of health services.  They concluded that this was not currently a viable alternative due to the difficulty in finding practical method of predicting how close to death a Health Boards residents are each year.

	The other potential area of difficulty is that the resource allocation systems in use measure current activity, and not need.  They also fail to highlight where perhaps it would be cost effective to intervene (and create additional activity beyond that which is funded currently).

For example, the current Keep Well programme in Dundee funds additional activity to screen for behaviours that are linked to poor health outcomes (obesity, lack of exercise, blood pressure and cardiovascular screening, smoking status, etc.).

Under the proposed alterations to Arbuthnott, the financial weighting attached to deprivation is determined by mortality and morbidity measures which will reduce if the programme is successful.

So if Keep Well is successful in its aims of prolonging healthy life, then the funding received will fall as the mortality and morbidity figures improve.

Any area that does not receive additional funding for “Keep Well” type interventions has a positive disincentive to put extra money into an intervention that will reduce the global funding envelope – the invested money reduces future funding.”
	You are correct that the NRAC formula bases its estimates of relative need on current/past healthcare utilisation. Partly because of this, NRAC looked extensively at the issue of “unmet need”. As part of this work they looked for evidence of unmet need due to deprivation, rurality and ethnicity. They found evidence that there was unmet need with regard to circulatory disease in the 25% most deprived areas. To take account of this, an adjustment has been incorporated in the NRAC formula which extrapolates activity levels for circulatory disease from the 75% least deprived areas to the 25% most deprived areas.

NRAC concluded that the lack of evidence of widespread unmet need suggested that the needs indices in their revised formula were better able to accurately predict health care needs than under the Arbuthnott formula.

On the wider issue of funding for health improvement, this is currently provided via a mix of funding to Boards for health improvement using the NRAC formula, and funding to Boards for specific health improvement programmes and not based on the NRAC formula. This means that Heath Improvement funds can be targeted to meet the needs of the various programmes of work being undertaken, many of which relate to pilot projects which will inform future policy development and implementation.  

This approach allows the greatest flexibility;  targets funds to the areas that they are most needed in; allows the effects of Health Improvement funds to be monitored; and allows the wider sharing of learning and evidence.   

In the case of funding for health improvement, whilst there is the cost associated with running and HI programme, if the population’s health improves as a result of this, you would expect that their need for healthcare would reduce to reflect reduced need. However, if they have less need for healthcare, it will be less costly to provide the healthcare.


conclusions
7. Subject to feedback from TAGRA, we plan to repeat this paper as a standing item for future meetings, covering nay queries received from ASD and ISD in the previous three months (i.e. since the last TAGRA meeting).
8. We would welcome any comments from TAGRA members both on the responses given to the queries outlined above and also on the proposal to make this paper a regular item at future TAGRA meetings.
Health Analytical Services Division

Health Directorates
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ANNEX A - NRAC FORMULA – TREATMENT OF PRISONERS
The NRAC technical reports on population set out how prisoners are treated under the NRAC formula. The relevant sections are reproduced below:-

From Technical Report B 
Prisoners – Counted at Census time as resident in the Health Board of the prison if they have been there longer than 6 months. GROS receive numbers each year for prison populations from SE Justice Department for updating population counts (in MYEs). The bulk of healthcare for prisoners is provided or paid for by the Prison Service, but the NHS is responsible for funding hospital and community-type services. The Census residence definition also matches up with the guidance on which Health Board (where the prisoner comes from, or where the prison is situated) is responsible for funding the treatment of a prisoner, which also has a 6 month cut off point (HDL(2004)15, see Technical Report B for reference)

There is an issue of including armed forces personnel and prisoners in the population counts for GP Prescribing, as these groups do not receive primary care services from the NHS.  These population groups will be included in the counts from GROS, but not in the CHI figures (as they are not registered with a GP), hence, ideally, an adjustment should be made to remove them from the GROS Local Authority figures before the CHI numbers are in/deflated. This is not currently done in the formula, as the data excluding these groups is not available at the required level of detail (age, sex, Local Authority), and we will not attempt this adjustment in the new formula. Although we recommend that it should be looked at in the future to see if this is feasible.

From Tech Addendum
3.1 Prisoners – Counted at Census time as resident in the Health Board of the prison if they have been there longer than 6 months. GROS receive numbers each year for prison populations from SE Justice Department for updating population counts (in MYEs). The bulk of healthcare for prisoners is provided or paid for by the Prison Service, but the NHS is responsible for funding hospital and community-type services. The Census residence definition also matches up with the guidance on which Health Board (where the prisoner comes from, or where the prison is situated) is responsible for funding the treatment of a prisoner, which also has a 6 month cut off point (HDL(2004)15, see Technical Report B for reference).

3.4 There is an issue of including armed forces personnel and prisoners in the population counts for GP Prescribing, as these groups do not receive primary care services from the NHS.  These population groups will be included in the counts from GROS, but not in the CHI figures (as they are not registered with a GP), hence, ideally, an adjustment should be made to remove them from the GROS Local Authority figures before the CHI numbers are in/deflated. This is not currently done in the formula, as the data excluding these groups is not available at the required level of detail (age, sex, Local Authority), and we will not attempt this adjustment in the new formula. Although we recommend that it should be looked at in the future to see if this is feasible.
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