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Welcome and Introductions
1. The Chair welcomed the group and noted apologies from Richard Copland, Douglas Griffin, Fiona Ramsay, Mandy Robertson, John Ross Scott, Angela Scott and Jill Vickerman.

AGENDA ITEM 1 – Minutes of the last meeting
2. All actions are complete or covered by agenda items; except for the following:
3. Paragraph 20 – In progress.  Malcolm Iredale (MI) stated that during NRAC the adjustments for this care programme were found to be less robust than others.  Although maternity represents a small percentage of overall expenditure, most high cost claims for Highland relate to obstetrics; it is becoming increasingly important that this adjustment is accurate.
Action: MI to investigate further and share findings with ASD and ISD
4. Paragraph 28 – In progress.  
Action: MI to share findings once complete

5. Paragraph 33 – MI identified the issue as a problem with the recording of Argyll & Bute costs.
6. The remote and rural summary report action will be covered at the next TAGRA meeting in November.
7. Paragraph 51 – Keith MacKenzie (KM) to keep in touch with Paul Leak. 
Action: KM to monitor progress 

8. Paragraph 64 – Action being taken forward by ASD as part of SAF review. 

9. Minutes accepted by the group.

AGENDA ITEM 2 – Coverage of English formula - TAGRA Paper 2009(16)
10. At the last meeting TAGRA asked for more detail on the coverage of the English weighted capitation formula.  This short paper summarised the components covered by the formula and the weighting given to the health inequalities element. It also contained links to more detailed information such as the Department of Health (DoH) formula guide. There were no further questions.
AGENDA ITEM 3 – Comparison with DoH treatment of age/sex and needs adjustment - TAGRA Paper 2009(17)
11. At the February TAGRA meeting recent changes in the DoH treatment of the age/sex and additional needs components in the English formula were discussed.  These are now covered by one combined age-sex/additional needs adjustment.  
12. In order to help TAGRA decide if this approach should be considered for Scotland, KM had asked Professor Nigel Rice (NR) to provide details on the rationale behind the changes.  These were summarised in the paper.
13. Historically England had a similar two-stage approach to Scotland. NR explained that with this approach any additional needs factors that are correlated with age and gender would be included in the first stage where average age-gender cost curves are calculated.  The second stage would then pick up the remainder of additional needs effects (the effect of age and gender is controlled for in the second stage by using standardised costs in modelling).
14. In response to concerns that some additional needs effects may therefore be double-counted, NR clarified that this was not the case: the effects would be split across the two indices rather than accounted for wholly by the additional needs adjustment.
15. Using a one-stage approach, i.e. estimating the effects of age-gender and additional needs in one regression model, ensures that the impact of age-gender is accounted for after controlling for additional needs (and vice versa).
16. Another benefit in the DoH formula is that the one-stage model has also been stratified: allowing additional needs factors to vary by age.  There are 18 separate models (one per age group) each with differing additional needs formulae.  NR explained that while this makes the formula more sensitive it adds an extra layer of complexity; making it difficult to assess against criteria such as integrity/face validity.
17. Alan Gall (AG) and George Walker (GW) both focused on the practical implications of these changes and asked what the impacts on target allocations were as a result.  They questioned whether further refinement would add any value.
18. NR explained that the English formula is designed to inform allocations to Primary Care Trusts (PCTs) that are smaller than Health Boards: at this lower level of aggregation there will be more variation of needs across age-gender groups. The implications for NRAC may not be the same and it may not be possible to obtain parsimonious models for all age groups.

19. Gary Coutts (GC) maintained that while it may add little value at board level, the formula is designed to be used at sub-board level, e.g. Integrated Resource Framework (IRF), and there may be some merit in using this approach.
20. Karen Facey (KF) advised that from previous experience the key consideration is the trade-off between complexity and transparency: is it doable?
21. John Matheson (JM) asked Nicola Fleming (NF) if changing the formula in this way was feasible. NF replied that it would be a significant project for ISD out with the running of the formula.  Angela Campbell (AC) advised that there would need to be preliminary research and this would also have to be scheduled.
22. JM concluded that because of the complexities and scale of potential work that any changes should be considered carefully. TAGRA should monitor the situation in England and reconsider in one year’s time.

23. Regarding the actual impacts of the DoH changes NR advised that the relevant CARAN report should be consulted; however, it may not separately identify the differential impacts.

Action: KM to review CARAN report for evidence of impacts

AGENDA ITEM 4 – Research on cost pressures (update) - TAGRA Paper 2009(18)
24. KM introduced the paper that outlines plans for upcoming interviews with Health Boards. Six sample boards have been chosen to provide coverage of the various urban and rural categories: Greater Glasgow & Clyde, Tayside, Forth Valley, Lanarkshire, Shetland and Highland.
25. Interviews are to be held with Directors of Finance (DoFs) in October and a copy of the draft invitation letter is found in Annex A.  The interviews will take place on-site or via video-conferencing and questions will focus on the list of costs pressures in Annex B; pressures have now been classified by theme, e.g. staffing, and by relevance to the formula, to help provide focus.  It was acknowledged that this list is a work in progress and should be refined further.
26. The paper highlights (paragraph 8 and paragraph 3 of draft letter) that the focus should be on cost pressures that have emerged since NRAC, or where robust data has recently become available.  Boards will be asked to explain the nature of these costs, why there is a differential impact on them and provide evidence to support their case.  They can supply further information after the interviews.
27. TAGRA were asked for their comments on the proposed approach and for suggestions on how to engage with the other eight boards. 
28. AG was concerned that there is a risk of moving from an allocation formula to one of cost re-imbursement: efficiency is key and the costs pressures identified should be unavoidable. NR agreed that the focus should be on exogenous cost pressures i.e. those that do not result from Health Board choices. MI stressed the need to separate out uniform increases that affect all boards from those that have differential impacts e.g. out of hours.

29. Professor Bob Elliott (BE) will be carrying out the interviews (with KM) and confirmed that discussions will focus on the clear criteria outlined in paragraph 8.
30. KF expressed concerns that the research may be in response to political questions; NRAC had a clear vision that all work related to adjusting the formula and she was unsure where the research would lead. 

31. KM replied that the aim was to assess the formula and check if it was currently missing any of the identified cost pressures. The conclusion after investigating and writing up findings may be that some are not relevant.  Although initially raised by a parliamentary committee as a remote and rural issue there was also the need to examine pressures in urban areas in order to be fair.  BE referred to the draft letter (paragraph 2) that explains the reasons for the research.  
32. KF also asked how additional pressures raised in the interviews would be evaluated, as the existing list is already lengthy.  GC suggested that TAGRA assess the resultant list and judge pressures against the criteria: there should also be the option to add to the list once the interviews have taken place.
33. GW had two main concerns with the proposals: i) only six boards are to be interviewed (risking the criticism that not all were consulted); ii) there may be a lot of repetition in the interviews.
34. He proposed an alternative methodology: write to all boards first and then follow up responses with interviews to get more detail.  This avoids the issue of non-consultation and the extra written layer removes the risk of repetitive interviews. 
35. BE explained that the next phase of the research is to define more carefully where further investigation is needed; the interviews are an intermediate stage using a structured questionnaire.

36. AG asked how knowledgeable interviewees would be: how able they were to judge pressures against the criteria and how they could prepare for the interviews.  MI advised that three DoFs were on TAGRA so there was already some level of understanding.  
37. AG asked how we could provide background intelligence to refresh and/or generate understanding of the formula to ensure informed interviews.  KF proposed amending paragraph 3 in the draft letter by stressing the criteria and providing relevant NRAC summary information to help interviewees.  Extra detail could also be added to the list of cost pressures identifying how they are currently treated in the formula.
38. After reflection on the discussion JM recommended the following process:   
· Interview the six sample boards and circulate issues raised to the other eight boards for their comments.
· Reword paragraph 3 in the draft letter to stress the criteria and include relevant background NRAC information. In the list of cost pressures provide more detail on how they are currently captured in the formula.
· Bring the final list of pressures to TAGRA to decide how to take forward.
Action: KM to revise proposal to reflect recommendations

39. JM also advised that there would be a monthly DoFs’ meeting on September 24th and that the six DoFs will be present.  He suggested that AC/KM attend the meeting to provide the necessary background information, thereby ensuring a consistent message.
Action: AC/KM to attend next DoFs’ meeting (24th September 2009)
AGENDA ITEM 5 – Remote and rural analysis – Sensitivity analysis – TAGRA Paper 2009(19)
40. Ahmed Mahmoud (AM) presented the key results from the sensitivity analysis requested at the last TAGRA meeting. 
41. The impacts of increasing costs by selected percentages (2%; 6%; 10%); for two care programmes (Acute; Mental Health & Learning Disabilities); for three sample Health Boards (Greater Glasgow & Clyde, Western Isles, Highland) were modelled by ISD.  The formula had to be run 18 times in total: taking a different combination of Health Board, care programme and percentage increase each time. 
42. As recommended by TAGRA the total board budget was kept unchanged and this required the removal of the cost inflation from the other care programmes; however, the activity data was unaltered.  
43. In the paper only the results from the 2% and 10% increases are shown. All graphs show the actual 2009/10 target shares compared with the modelled shares. 
44. Overall there is limited impact on both the Health Board and SEURC level target shares for the scenarios; however, some results were surprising. 
45. AM contrasted the effects of a 2% costs inflation in each care programme. For Acute this lowers the target share for the board itself and for boards with a similar geography; however, for Mental Health a 2% increase in costs increases the board’s target share.  AM advised that because Acute is such a large care programme (around 50% of expenditure) the removal of these costs from the other care programmes could have a significant impact. 
46. For some boards the impacts were inconsistent in direction e.g. a 2% increase in Greater Glasgow & Clyde acute costs leads to a decrease in the target share for Fife whereas a 10% increase results in a larger target share.
47. NF acknowledged that some of the results were counter-intuitive and advised that there had not been time to investigate the reasons for these in detail.  The exercise had shown how difficult it was to model real world scenarios e.g. in reality costs changes would also lead to a change in activity.  Because of all the factors and interdependencies in the formula it was difficult to model changes to just one element and separate out its impacts: the whole formula has to be run and the final results observed.  
48. TAGRA was reassured by the small scale of the changes: JM stated that this reaffirmed the robustness of the formula and expressed thanks to AM for this analysis. 
Conclusion: No further action required
49. GC asked about the development of SEURCs and asked if TAGRA was satisfied that the categories are appropriate for healthcare services, e.g. the pattern of provision is likely to be different in urban settlements that are close to a primary city compared to remote ones: accessibility is the key issue.
50. SEURCs were developed by Scottish Neighbourhood Statistics and are used in a wide range of statistics.  NRAC modified these by adding two extra SEURCs for the islands and most categories distinguish between remote and accessible areas.  Urban settlements are defined as those with a population of 10-125,000 (there is no split for remoteness/accessibility here).

AGENDA ITEM 6 – Queries on NRAC formula – TAGRA Paper 2009(20)
51. KM has summarised all formula queries received over the last three to four months in this paper.  This allows TAGRA to see both the type of queries ASD and ISD receive and also their replies.  If this is useful he will provide such papers at future meetings.  KM also proposed adding these to the website to complement the FAQs section.
52. Over this period there were three queries concerning: 

· Pace of change policy

· Prisoners
· Tayside (various queries)
53. This prompted a discussion about the treatment of prisoner and other settlement populations, e.g. forces’ bases, in the formula.  AG advised that a separate advisory group was currently discussing allocation for prison populations but that it would be three years before they report their findings.
Action: Add as standing item for TAGRA

AGENDA ITEM 7 – Health Board workshops – Verbal update by KM
54. The proposal is now to hold workshops early next year to coincide with the announcement of Health Board shares and the ISD publication of results.  KM will present a paper with the revised plans at the November TAGRA meeting.
55. KM has sent out questionnaires to boards and eleven have replied to date.  The responses have been positive: ten would like workshops; around 50% use the Arbuthnott formula and nine are planning on using the NRAC formula.  The questionnaire asked about factors that were preventing boards from using NRAC and their responses will shape the format of the workshops at a local level.
56. TAGRA agreed that the best approach would be to have three regional workshops aimed primarily at directors of finance and one separate, less technical, workshop for non executives.  AG also suggested shifting the balance of care as a possible area of focus.

Action: KM to revise paper for November meeting
AGENDA ITEM 8 – SDIA – TAGRA Paper 2009(21)

57. KM advised that ISD have looked at this issue and tried to remove SDIA costs from the formula using two different methods; SEURCs group SDIA and non- SDIA islands together which makes the issue more complicated. The conclusion is that it is not practicable to make adjustments to the formula.

58. AG maintained that it was not sensible to put so much effort into adjusting the formula for such a small proportion of the overall budget.  MI agreed.
59. KF asked if the conclusion therefore was that there was some double counting but that TAGRA was prepared to accept this? 
60. JM reasoned that the Island boards are not being fully reimbursed by the separate allocation and that the duplication of costs was marginal. He asked that any further questions be referred to KM.

Conclusion: No further action required
AGENDA ITEM 9 – TAGRA AST work plan
61. KM highlighted the key analytical work areas for the rest of 2009: running the formula (ISD) and the remote and rural research (ASD).
Action: ASD to remove historic data and adjust layout of spreadsheet
AGENDA ITEM 10 – Any Other Business
62. JM noted that John Ross Scott (JRS) had asked if video conferencing could be used for future TAGRA meetings.  

63. AC advised that the facilities for this were very limited at St Andrew’s House. MI proposed the Management Centre (Crewe Road) as an alternative venue and NF suggested using the board rooms at ISD (Gyle).  
Action: AC to investigate video conferencing for future meetings
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