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TAGRA COST PRESSURES RESEARCH –RECOMMENDATIONS AND WAY FORWARD
Draft recommendations to TAGRA

This note follows the reporting of the Summary of Responses to the Cost Pressure Interviews in Annex A to TAGRA (2010) 01. It provides an evaluation of the responses and proposes a way forward. 
Annex A to TAGRA (2010)01 reported that those interviewed revealed concerns over the following areas:
Staff Costs

· Agenda for Change

· Modernising Medical Careers 

· European Working Times Directive

· Use of Temporary Staff and Locums
· Ageing staff
Other Costs

· Capital charges

· Property maintenance,

· Fuel and energy

Demand

Service design

Other

We comment on each of these below.

The aim of the interviews was to identify and evidence those unavoidable cost pressures which are not captured in the existing resource allocation formula, either because they are recently emerged or because the data available to NRAC at the time it developed the current formula did not record these cost pressures. Thus the criteria we have used in the following evaluation were to seek evidence of the following:
· Unavoidable Cost Pressures
· Differential Impact

· Data to Quantify Differential Impact

· Data Available since NRAC

· New Sources of Differential Impact since NRAC review
Staff Costs 

These are a potential source of unavoidable costs and have been recognised elsewhere to give rise differential impact. The formula which distributes resources to PCTs in England contains an element which compensates for unavoidable labour cost differences; the Market Forces Factor (MFF). NRAC discussed and considered such an approach and decided not to recommend an MFF for Scotland.
Since NRAC undertook the analysis which informed its recommendations three major policy changes have been introduced which have had a major impact on staff costs. They are:  Agenda for Change; Modernising Medical Careers; and the European Working Times Directive.

Agenda for Change was rolled out progressively from 2004. By August 2009  all NHSScotland staff were assimilated into Agenda for Change (with the exception of a small number of staff with special circumstances). Differences in the pace of implementation between Boards will result in differences between Boards in the rate of increase in NHS staff costs. Local factors will have determined the pace of implementation. Some of these will reflect local priorities and choices. To characterise all of the differences in NHS staffing costs over the period 2004 to 2009 as unavoidable would be inaccurate. 
There is now complete coverage of Agenda for Change but data recording full year impact are not yet available. Once they are it may be appropriate for TAGRA to revisit this issue. It may then wish to propose research to analyse and distinguish any differences in unavoidable staff costs associated with the introduction of Agenda for Change. However at its last meeting TAGRA judged that it would not be appropriate to undertake such analysis at this time.

Modernising Medical Careers (MMC) was implemented post NRAC. It sought to reform postgraduate medical education and training to speed the production of competent specialists. Reform comprised: a two year foundation programme; centralised selection into ‘run-through’ specialist training; the creation of fixed term specialist training appointments (FTSTAs); and revisions to the non-consultant career grade. Respondents reported the impact as reducing the flexibility with which doctors in training could be employed to deliver front-line services and making it more difficult to recruit staff to training grades,  in remote and rural areas. Boards reported having to recruit additional staff to sustain services. 
European Working Time Directive (EWTD) was enshrined in UK law in 1998 and on 1 August 2009 it was fully applied to junior doctors - reducing the maximum hours worked from an average of 56 per week to 48.
Assessing the impact of the EWTD and MMC is likely to be a complex exercise. Both have a UK dimension and impact. An appropriate first step would be to undertake desktop research within ASD(/ISD) to identify any research that has been done/is planned to be done, elsewhere. This exercise would involve early contact with DH. Following the desktop research it might then be appropriate to explore the scope to undertake some joint work on this topic with the rest of the UK. The research would likely be a large task, potentially requiring external researchers to examine the impact. In the first instance it would therefore be appropriate to produce a note for TAGRA summarising the issues, commenting on the extent to which the issues are researchable, and proposing a way forward. This could be done for the next meeting of TAGRA 
Temporary Staff and Locums. Both EWTD and MMC, were reported to have led to increased use of temporary medical/nursing staff. Some Boards reported they had an impact on employment of advanced nurse practitioners and clinical support workers who were now required to undertake tasks previously carried out by medical staff. Some of these effects may be revealed in the report presently being compiled by Audit Scotland. This is due to report in June 2010. TAGRA might wish to revisit this issue once the results of the enquiry by Audit Scotland are known. 
Ageing Staff. At TAGRA’s request Boards were asked about any likely differential costs arising from an aging workforce. Most respondents judged this did not have a differential impact.
Staff Costs: Conclusions and Recommendations
· TAGRA has already judged that it would not be appropriate to undertake analysis of the impact of Agenda for Change at this time. This should be reviewed once data are available.
· ASD to undertake desktop research to identify research completed / planned into MMC and EWTD, either within Scotland or the UK more widely.
Service design 
The major part of the formula aims to provide an objective assessment of needs for healthcare – measuring health status of population, independent of their behaviour. It is the responsibility of NHS Boards to decide how to spend their resources – Boards might well trade off more local delivery against more centralized structures, which would have implications of cost through, for example, differing economies of scale. The NRAC formula makes no judgement about how Boards should best deliver services to meet assessed need. Note that the research reported and evaluated here is concerned with the excess costs element of the formula.
Where service design is externally imposed – where it is outside the control of the Board -  it could lead to additional unavoidable costs, which might be costs of maintaining the capital stock. Care must be taken to distinguish between such events and configurations which reflect Boards  responses to the desires of the population for local delivery.
Interviews revealed concern on the part of some Boards over excess costs argued to result from the existence of Regional General Hospitals (RGHs) in the Board area. The argument was made that Boards have to fully staff them in a manner they would not otherwise choose to do, and this resulted in unavoidable costs. The distribution of RGHs had a differential impact, increasing the costs of a subset of Boards. 
The uniqueness of this situation is difficult to judge. Each Board will have its own unique estate which has developed for various historic and policy reasons. It would need to be established that RGHs were a sufficiently distinct and externally imposed configuration to justify differential treatment. TAGRA recognised that differences in service design had arisen for historical reasons and might lead to differences in costs of service provision. However it was not convinced that RGHs were the only potential source of such differences and hence was not convinced that they would merit special treatment as a source of unavoidable cost differences. 
Boards commented that Prevention 2010, by aiming to increase the usage of services, would increase the costs of delivering health services Boards. Prevention 2010 is designed to reduce ‘unmet’ need. Unmet need was examined by NRAC. This is recognised to be an issue for the needs element of the formula and is not therefore falls outwith the scope of this piece of work (as it concentrates solely on the excess costs element of the NRAC formula).
One approach to resolving the above would be for ASD/ISD to examine further the relationship between the cost data (Cost Book Data) and different configurations of  service design and delivery. This could be done in conjunction with individual Boards to better understand the reasons behind the different costs

Service Design: Conclusions and Recommendations

· TAGRA commented that it was important to remember that the NRAC formula is not about ‘cost reimbursement’, but rather about allocating resources fairly according to need.

· TAGRA concluded that whilst each Board had unique circumstances governing their service design and delivery, the case had not been conclusively made that these differences were both unavoidable and the source of quantifiable differential impacts that could be taken into account in the NRAC formula

· ASD/ISD to examine further the relationship between the cost data and differences in service design and delivery, working with individual Boards to better understand the reasons behind their different costs.
Other 
A number of other issues emerged in the interviews. Among them were a group that TAGRA had agreed any further work should be done jointly with SAF
· Out of Hours – TAGRA has already looked at this and recommended that any work be done jointly with SAF review.

· Cost of prescribing GPs – link to SAF (as for OOH work)
A number of issues were discussed which TAGRA did not propose to take forward. They are as follows.

Capital charges – this was commented on by a number of respondents, mainly in the context of the upcoming changes. As such we agree with the proposal that we wait and see how the changes turn out before considering whether anything is needed here.

Fuel and energy costs – in general respondents agreed that the existence of national contracts meant that this should not be an issue for the NRAC formula.

Unpredictable demands – there was a broad consensus amongst respondents that these issues would be dealt with by separate allocations and did not need to be taken into account in the NRAC formula.

Discussion within TAGRA revealed no consensus to take the above forward

Finally the following were also noted in the interviews
· The impact of the sea

· Higher travel costs in Highland

· UNPAC service in Highland – high number of tourists

· A&E costs for patients from other Boards

· GG&C unique circumstances

· Serviced for mentally disordered offenders
· Costs of distinction awards for medical staff in teaching boards

TAGRA concluded that the issues listed, while potentially of relevance to the NRAC formula, did not at present satisfy all of the criteria set out by the interviewers – principally, whether they could be regarded as having arisen ‘post’ NRAC’s work and/or the availability of sufficient evidence to inform the formula. TAGRA recommend that these issues are actively reviewed from time-to-time. 

Other: Conclusions and Recommendations

The other issues discussed above fell into two groups. A first group comprising issues which respondents felt should not be taken forward and a second  which TAGRA agreed could either not be regarded as having arisen ‘post’ NRAC’s work and/or where there was a lack of the availability of sufficient evidence to inform amendment to the formula. As a result no further work is proposed on these ‘other’ issues.
Summary 

	
	Staff Costs
	Service Design
	Capital, Fuel and Unpredictable
	Remaining Items Listed under Other 

	Unavoidable Costs
	Potentially for AfC, MMC/EWTD and temporary staff
	Judgement required as to how far they are unavoidable and how far they are driven by local choices
	Respondents did not view these cost pressures as being valid for the NRAC formula (with the possible future exception of capital charges)
	Possibly, in some cases 

	Differential Impact
	Potentially – but would need to be tested
	Potentially – but would need to be tested
	Respondents rejected these cost pressures (with the possible future exception of capital charges)  
	Varied picture – would need to liaise with ISD and Boards on each topic as appropriate

	Data to Quantify Differential Impact
	TAGRA advised waiting until changes have bedded in
	Could use existing NRAC costs data to explore if Boards points are borne out by the evidence (e.g. do Boards with RGHs have higher costs than those without who have similar mix of SEURC)
	n/a
	Some historic and some policy driven. With the exception of OOH, these issue existed at the time of NRAC. TAGRA to keep sight of these issues, but no immediate work recommended

	Verdict
	Consider testing this in future
	Possible analysis in conjunction with individual Boards
	TAGRA accepted the respondents views that work on these cots pressures should not be taken forward with the possible future exception of capital charges
	

	Data Available since NRAC
	These changes have been implemented post NRAC
	All Boards will have differences in service design/delivery for a mixture of  historic policy reasons
	n/a
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