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BACKGROUND 
1. Since the introduction of the new GP contractual arrangements in 2004, the share of core funding allocated to each GP practice has been calculated on the basis of the Scottish Allocation Formula (SAF), which was developed from the English Carr-Hill formula.  The formula’s aim was to allocate resources based on the relative needs of patients and associated workload.  SAF is a population based formula with a series of weightings to reflect age and sex, morbidity and deprivation, and rurality and remoteness of the practice population.

2. There is a concern that the SAF is no longer a robust allocation methodology, and in particular, the Arbuthnott index used for the additional needs/deprivation weighting is out of date.  A group representing the interests of NHS Boards, Scottish BMA, NSS and the Scottish Government met last year and agreed that the formula should be reviewed to be more clearly aligned to the Scottish Government’s goal of improving the health and wellbeing of the people in Scotland, and reflect more transparently the direct link to patient need and workload.

3. Some preliminary work was done including drafting a research paper with a view to analysing GP practice characteristics and their relationship to the key drivers of workload.  However, following an internal discussion with analytical services and ISD colleagues, it is evident that there is a considerable amount of data already available, plus the output (which was not taken forward) of the previous review group.  It was agreed that a scoping exercise would be more appropriate at this stage rather than more primary research.
COMPONENTS OF SAF 
4. The components of SAF are:
· Practice population
· Age-sex adjustment (including patients in nursing and residential homes)

· Additional needs / MLC adjustment (uses Arbuthnott index)
· Market Forces Factor adjustment (NHS Board level adjustment)
· Remoteness and rurality adjustment 
i. Proportion of population in settlements < 500 (sparsity)

ii. Number of hectares per person (density)

iii. Proportion of practice list that qualify as road mileage patients
FUNDING STREAMS TO GP PRACTICES 
5. GP practices may receive NHS funding from several distinct strands of primary medical services allocations to NHS Boards.  The largest category of funding is the global sum which pays for the provision of essential core services which must be provided by practices, basically the management of patients who are ill, plus some additional optional services such as maternity services.  The Quality and Outcomes Framework (QOF) provides the next largest source of funding and is a quality incentive scheme for GP practices, the aim of which is to improve the quality of patient care based on sound clinical evidence. The QOF is also optional, and GP practices are rewarded financially for achievement against QOF indicators, mainly covering clinical conditions.  Enhanced services are a further source of funding and again are optional.  Enhanced services can cover services delivered to a higher specified standard or services not otherwise provided through essential or additional services.  The recent H1N1 pandemic influenza vaccination programme is an example of an enhanced service.  Enhanced services tend to be funded on an achievement basis regardless of the practice patient profile, and there can be local variations at NHS Board discretion.

6. NHS Boards also receive additional government funding which covers some GP practice expenditure such as locum payments in certain circumstances, seniority payments to individual GPs, IT and premises costs, but can also be used by Boards to provide primary medical services through other delivery routes.  This funding does not therefore necessarily all go to GP practices.

7. The SAF is used to allocate global sum to GP practices and some elements of allocations to NHS Boards to cover additional funding.  QOF does not use the SAF but includes a calculation to allow for the prevalence within individual practices of specific clinical conditions.  The SAF is also partly used to allocate some enhanced services funding to NHS Boards (but as for additional funding, this does not translate into corresponding funding allocated on this basis to GP practices).
LINKS TO MAIN ALLOCATION FORMULA 
8. The main link is that the remoteness and rurality element of the SAF formula is currently used for the Community-Clinic Excess Costs adjustment in the main formula.  During the NRAC review the SAF formula was also under review and NRAC considered several options from this SAF review for the community clinic excess costs adjustment. However, NRAC decided to retain the existing SAF component but suggested that the new SAF adjustment be considered when it became available. 

9. TAGRA were recently asked to choose three topics for the analytical team to take forward in 2010.  The Community clinic adjustment was one of the topics proposed (although not chosen) and the link to the current SAF review was highlighted. The related, broader, development of community activity data was one of the topics chosen (and it was noted that an alternative community clinic adjustment would probably depend on the availability of suitable community data).  

10. SAF has also been mentioned during previous discussions on primary care out of hours services.  TAGRA agreed that primary care out of hours should not be treated out with the main formula; it would be better to examine how to improve the existing formula.  Various options had been considered as part of the previous SAF review; and the resulting action was that further developments should consider findings from the current SAF review.

11. At the recent NRAC formula Health Board workshops there were questions on prescribing and dispensing GPs and the possibility of using QOF data in the main allocation formula.
OPTIONS FOR GOVERNANCE 
There are clear links between SAF and TAGRA; the options for governance are:

· Include SAF under TAGRA’s remit

· Create a formal SAF sub-group of TAGRA

· Continue with a SAF review group with no formal ties to TAGRA (but with regular communication between the two groups)

CONCLUSIONS AND RECOMMENDATION
12. It seems appropriate to align the SAF review with the work of TAGRA, which has the resources already in place within the context of the wider NRAC allocation to NHS Boards to be able to provide the appropriate governance structure to the work.  This would also help in maintaining the links between SAF and the interests of TAGRA. 
13. It is our recommendation that a formal sub-group of TAGRA is created to take forward the SAF review; SAF impacts on areas where there is currently no representation on TAGRA. The sub-group would include primary care policy and specialists from the Scottish Government, ISD and PSD as well as representation from NHS Boards and the SGPC; and its creation would prevent the main TAGRA group from becoming overly large.
NEXT STEPS

14. TAGRA to consider how best to support the current SAF review.
Health Finance Directorate; 
Primary and Community Care Directorate 
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