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Introduction 
1. This paper sets out potential topics for TAGRA’s work plan in 2011/12. The table in Annex A sets out 12 topics, along with an assessment of their priority, and Annex B provides more detailed descriptions of the topics and assessments of the resources required to undertake them. These topics have been included as they relate to previous work, issues raised by TAGRA, or issues raised by stakeholders.
Purpose

2. The purpose of this paper and the accompanying table is to inform TAGRA about the range of potential NRAC related work and to give them the opportunity to nominate three or four projects which they would like to see ASD/ISD to undertake for 2011.  This is dependent on TAGRA’s decision on the resources to be committed to future calculation of target shares.
BackgrounD
3. Last year we asked TAGRA to nominate the three projects that they would like to see undertaken for 2011. This year we propose repeating this process. The accompanying table in Annex A sets out the list of topics identified by AST with an indication of our view of their priority, the work that would be involved and its feasibility.

4. As discussed at the last TAGRA meeting, and in paper TAGRA(2010)22 at this, AST have proposed moving away from annual calculations of target shares. If this were adopted, it would free up greater resources for the work plan in the coming year. The proposals below are based on the assumption that the NRAC formula will not be run in 2011/12.
PROPOSED WORK PLAN
5. ASD propose the following work plan for 2011/12:

· GP out of hours

· Commencing review of MLC
· Review of acute costs 
· Year 2 of three year rolling programme

6. The GP out of hours project will focus on obtaining costs and age-sex activity for these services, and consider the potential for a specific adjustment for these services in the NRAC formula. Full detail of the MLC review is provided in paper TAGRA(2010)23. The review of acute costs will look at moving from activity based on episodes to one based on spells within specialty, to improve the consistency of costs between the NHS Boards. Finally, the second year of the three year rolling programme will look at the split between fixed and variable costs in the age-sex adjustment, and the categorization of data zones to urban-rural classification. Further details of these proposed projects is provided in Annexes A and B.

7. Following the publication of the report on the impact of the NRAC formula on the remote and rural areas of Scotland, the Cabinet Secretary for Health and Wellbeing has asked TAGRA to progress the recommendation in relation to GP out of hours. This is an area of interest to the Health and Sport Committee, to Parliament more widely, and other organizations such as Audit Scotland. AST therefore feel that this should be a priority for 2011/12. Data on these services is increasingly available that could potentially be used to make an adjustment for these services, either within or without the formula.

8. At its last meeting, TAGRA indicated that it would like a review of the MLC element of the formula. Updating the entirety of the MLC adjustment would be extremely resource intensive and could consume all of ASD’s available resources for one year. ASD propose that the MLC be updated in stages, as is the approach in England. For the reasons outlined in Annex B, ASD suggest beginning with the Mental Health & Learning Difficulties adjustment. 
9. ASD would also like to recommend that a review of acute costs is carried out. Currently, acute cost and activity data is based on episodes, rather than spells within specialty. Experience from the national tariff indicates that this can cause differences in costs between NHS Boards which do not reflect differences in need. This makes it more difficult to estimate differences in relative need with the formula. A more consistent approach to acute costs would improve the adjustments for age-sex and unavoidable excess costs, as well as any future review of the acute MLC adjustment. 
10. Finally, ASD would recommend that the three year rolling programme of updates to the formula be carried out. This year, the update will involve reviewing the fixed and variable cost split applied to the age-sex cost weights, and classification of data zones to reflect changes to the Scottish Government’s Urban Rural Classification.
RISKS TO DELIVERY

11. These projects represent AST’s ambitions for the coming year. There is a risk that they cannot be delivered due to resource constraints, or that delivery spills over into 2012/13. Potential risks to any work plan are discussed below. These risks relate more to the GP out of hours and the review of the MLC. The other proposed elements of the work plan are more self-contained pieces of work and it should be possible to provide firmer indications of requirements in terms of resources and timescales.
Required resources
12. Some of these projects, by their nature, are potentially open ended. Whilst the review of the acute costs and the second year of the three year rolling programme are relatively well defined and self-contained pieces of work, any review of GP out of hours, and in particular the MLC adjustment, are potentially extremely lengthy pieces of work. It is difficult to specify the timescales and resources required to undertake this work thoroughly, as there is a risk that any initial review of the area identifies issues which are currently unknown, either requiring further detailed analysis or opening entirely new avenues of investigation.

Available resources
13. It is possible that budgetary pressures within the Scottish Government/ISD will reduce the resources available for work on the NRAC formula in the future.

Changing political priorities
14. The current Cabinet Secretary for Health and Wellbeing has asked TAGRA to review GP out of hours data; however, it is possible that any future Cabinet Secretary may wish to ask TAGRA to prioritize other work areas.
15. In the proposed Scottish Government budget published in mid-November, the Cabinet Secretary for Finance and Sustainable growth announced the creation of a new pooled budget between NHS Boards and Local Authorities for health and social care services. AST have been asked to consider how the existing NRAC formula results could be used to inform the allocation of this pooled budget, but it is possible that in the future a more bespoke formula will be required. This would divert resources away from work on the NRAC formula.
RECOmmENdation
16. TAGRA are invited to discuss the proposed topics and suggest those they would like to take forward in 2011/12.
Health Analytical Services Division

Health Directorates
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ANNEX A - TOPICS FOR ANALYSIS IN 2011/12
	Topic
	Priority
	Description

	3 year rolling programme
	High
	Update specific formula elements every three years, via a rolling programme of work, to maintain the integrity of the formula



	GP Out of Hours
	High
	Consider the treatment of GP out of hours data within the formula


	Update to MLC
	High
	Review the indicators and regression analysis used in the MLC analysis.

	Review of acute costs
	High
	Move from an activity measure based on episodes to one based on spell within specialty, to ensure that data is more comparable across boards

	Dispensing GP practices
	Medium
	Investigate whether there may be unavoidable excess costs for some areas of GP prescribing. Raised at NRAC workshops

	Staff and service restrictions
	Medium
	Consider the impact of centrally imposed restrictions on, services, e.g. maintain services in particular hospitals, and staff, e.g. EWTD. 

	Community clinic adjustment
	Medium
	Explore alternative options to the current SAF adjustment.



	Impact of agenda for change
	Low
	Consider how the longer tails in the pay scales are affecting boards costs

	NRAC documentation and users’ guide
	Low
	Produce a technical volume that explains how the formula works and a detailed users’ guide



	Capital Allocation Formula review
	Low
	Explore alternative “needs” based formula that would also consider a Market Forces Factor for land and buildings



	Pharmacy formula
	Low
	Explore the options available for creating a needs based allocation formula for part of the pharmaceutical services budget 



	Epidemiological/proximity to death approaches
	Low
	Explore these two alternatives to the NRAC formula approach

	Forward looking formula
	Low
	Examine options for how the formula could be used to promote Shifting the Balance of Care or other policies




ANNEX B – Descriptions and resource requirements of options
3 year rolling programme for updating elements of the formula
Priority =
High

NRAC recommendation: 10.1
Description
NRAC recommended that the population, age-sex and some components of the excess costs elements of the formula should be updated annually. The remaining elements of the formula should be updated at a minimum every three years as part of a rolling programme of work to maintain the integrity of the formula.
The table below shows a proposal to maintain the formula using a three year rolling programme to update all relevant elements of the formula. We are currently finishing the year 1 work. In the second year, the focus would be to review the fixed and variable cost split for the age-sex cost weights, and updating the hospital excess costs population data. 

	Formula element
	To be updated 
	Proposed frequency of update
	Amount of resource required

	Age-sex
	Fixed/variable cost split for acute age-sex cost weights


	Year 2
	Moderate


	MLC
	Variables making up needs indices

Coefficients measuring relationship between indices and costs
	Year 1
Year 1 
	Significant

Significant 



	Hospital excess costs


	Updating the classification of data zones to reflect changes in the Scottish Government Urban Rural Classfication.
	Year 2

	Moderate

	Community travel excess costs
	Proportions of population within settlements of particular sizes

Travel times to nearest settlements of particular sizes

Average within-settlement travel times

Base locations

Island contact times
	Year 3 

Year 3 

Year 3 

Year 3 

Year 3 

	Moderate

Moderate

Moderate

Moderate

Moderate


3 year rolling programme for updating elements of the formula  (continued)
Priority =
High

NRAC recommendation: 10.1
Estimate of resource required (Year 2)
Moderate - Work involves reviewing the current fixed/variable cost split, and updating using data from the Costs Book. Cost book data is not disaggregated by age and sex, and so the main resource is involved in estimating how fixed and variable costs will vary with these factors.
Excess costs?
Moderate resource required by ISD/ASD to undertake these updates in house.

Feasibility

Depends on specification of work

GP out of hours
Priority =
High

NRAC recommendation: n/a
Description
A separate GP out of hours care programme is not identified within the current formula. Improvements to the Costs Book mean that GP out of hours costs can now be separately identified, and improving information on activity increase the possibility that a separate adjustment could be made.
Estimate of resource required

High - First stage of work would be to explore the availability of cost and activity data by board, and the degree to which data is available by age and sex. Emerging data sets being collected by SG and ISD may be able to inform this analysis, but there is an associated risk that the data may prove inadequate for an adjustment to be made in the formula. 

A second stage of work may be to consider the appropriateness of any proposed adjustment, and the fairness to NHS Boards of continuing to fund GP OOH services within the NRAC general allocation.
Significant resource required.

Feasibility

Depends on (a) specification of work and (b) availability of data
Update to MLC
Priority =
High

NRAC recommendation: 5.6
Description
Estimate of resource required

High – The update would involve re-estimating the MLC adjustment from scratch. TAGRA may wish to involve consultation with the NHS Boards to determine what indicators they would want to have considered for potential inclusion in any revised adjustment. 

Significant resource required.

Feasibility

Depends on specification of work

Review of acute costs
Priority =
High

NRAC recommendation: 10.10
Description
Currently, acute activity is measured using episodes. Experience of the National Tariff is that, due to different service designs between and within boards, this can make board data difficult to compare. This lack of comparability between boards causes variability in the data, and means that it is difficult to determine whether differences between different areas are due to genuine differences in need or to different recording practices, which is the purpose of the NRAC formula. Having a more consistent measure of activity should improve the performance of the formula in the age-sex, MLC, and unavoidable excess cost adjustments.
Estimate of resource required

High - First stage of work would be to scope the methodology by which cost and activity would be mapped to spells within specialty. Similar work has been undertaken as part of the National Tariff, and it should be possible to learn from this, but the NRAC formula requires data presented in a different format, so further work would likely be required.

Significant resource required.

Feasibility

Depends on specification of work
Dispensing GP practices
Priority =
Medium

NRAC recommendation: n/a
Description
During consultation on the formula at the workshops in April, a number of attendees queried the assumption that there were no unavoidable excess costs associated with GP prescribing. It was felt that dispensing GP practices tended to have higher costs than others. This work would review the evidence base around these practices, and look for evidence of unavoidable excess costs.
Estimate of resource required

High – Significant data manipulation is likely to be required to determine the factors which might explaining variations in costs between different practices. Further work would then be required to confirm the degree to which any higher costs experienced by dispensing practices are truly unavoidable.

Significant resource required.

Feasibility

Depends on specification of work

Staff and service restriction
Priority =
Medium

NRAC recommendation: n/a
Description
Consultation with NHS Boards during the remote and rural review raised concerns over the degree to which centrally imposed service restriction could be imposing additional differential costs on boards. These concerns related to requirements that services be maintained in particular hospitals, or that requirements to meet the EWTD had imposed greater costs.

Estimate of resource required

High – This was an issue raised by many NHS Boards. The first stage of the work would be to agree a means of measuring differential impacts, the key challenge being that each board tends to face different restrictions. For example, restriction have been imposed on: the redesign of A&E services in Glasgow; attempts to close/down scale services provided in smaller facilities in areas of Lanarkshire; and requirements that services are provided in Rural General Hospitals in Highland and the islands. Secondly, it would be necessary to demonstrate that any impacts are not currently captured through the unavoidable excess costs adjustment.

Significant resource required.

Feasibility

Depends on specification of work

Community Clinic Adjustment

Priority = Medium

NRAC recommendation:- 6.3b

Description

Explore an alternative to the SAF adjustment (remoteness/rurality component) currently used. SAF is in the process of being reviewed again but this is only in its initial stages. An alternative adjustment is not dependent on SAF but may find the review findings useful. Policy colleagues have been advised of the main formula’s dependency on this element of SAF. 

Estimate of resource required

Difficult to estimate. This is likely to require external research input. 

Feasibility
The development of a revised adjustment is likely to need academic support and therefore research money. Although the previous SAF review (referred to in the NRAC recommendation) did not result in any changes to the SAF formula; the work carried out in this area could be used as a starting point.  The development of a new adjustment is likely to depend on suitable community activity data being available.

Agenda for change
Priority =
Low

NRAC recommendation: n/a
Description
The adoption of Agenda for Change pay scales has introduced greater ‘tails’ within bands. Boards with lower levels of turnover have expressed concern that this would result in an upward drift of their pay bills.
Estimate of resource required

Moderate – Pay data is available through SWISS (Scottish Workforce Information Standard System). The key problem for any analysis may be that, as staff assimilation into Agenda for Change has only recently been completed, there has not yet been enough time for this upward drift to occur. Also, anecdotal evidence suggests that all boards are experiencing low levels of turnover during the current financial climate, so identifying a differential impact at the current time may be difficult. 

Moderate resource required.

Feasibility

Depends on (a) specification of work and (b) availability of data

NRAC documentation and users’ guide

Priority =
Low

NRAC recommendation: 10.2
Description
NRAC recommended that a technical volume which offers a clear explanation of how the formula works is produced. The technical volume should be readable for those with an interest in the issues, but not a manual for running the formula. NRAC also recommends a detailed users’ guide is produced to enable NHS Boards to operate the formula themselves for their own area. NRAC recommended that these materials should be produced during the first run of the formula.

As a result of the annual update of the formula an enormous amount of information, knowledge and intelligence are gathered that can be used by NHS Boards to aid their own local planning processes. ISD/ASD currently provides support to Boards to explain the formula’s published outputs at different levels and advise them on their potential uses.
Estimate of resource required

Medium - Considerable resource required to produce the relevant documentations and manuals.

Feasibility

Depends on specification of work.

Capital Allocation Formula Review

Priority =
Low

NRAC recommendation:- 9.2
Description
The Capital Allocation Formula is currently based on the Arbuthnott Formula adjusted to take account of regional flows of patients in the six main tertiary specialities. NRAC recommended that the CAF should be reviewed to ensure that the formula was ‘needs’ based and as part of this a Market Forces Factor for land and buildings should also be considered. Some updates are being applied to the CAF, but given that financial restrictions are being significantly felt on capital budgets, there is currently little resource available in capital planning to revisit the current formula in detail.
Estimate of resource required

Considerable if done in house. This work is likely to be taken forward at some point in 2011 and as such will have implications for the ASD/ISD resources available for TAGRA.

Feasibility

Dependent on views of Health Finance as to the timing of any review and the range of options which they wish to consider.

This work is likely to proceed based on policy colleagues need.

Pharmacy Formula

Priority = Low

NRAC recommendation:- 8.3
Description

Explore the options available for creating a needs based allocation formula for part of the pharmaceutical services budget. Some work has been done in this area relating to chronic medication.
Estimate of resource required

Currently quite small, but difficult to gauge in the medium/longer term.

Feasibility

The interest in a formula is based on new CHI data on prescriptions. Any formula work will depend on the strength of this data and (crucially) on policy colleagues’ decisions on how they would like allocations to be made.

Epidemiological/proximity to death approaches

Priority = Low

NRAC recommendation:- 2.1 and 10.11
Description

These techniques represent two potential alternative approaches to distributing HCHS and GP prescribing resources amongst the NHS Boards. The NRAC formula is a weighted capitation formula in which the population share is adjusted to take account of the estimated needs and additional costs required to provide services to the population. The formula relies on a series of proxies to estimate the levels of health need in different areas of Scotland. 

Epidemiological approach - Epidemiology involves looking at the factors affecting the health and illness of populations. In relation to resource allocation, an epidemiological approach would involve linking resource allocation to the health and illness of NHS Boards' populations. It requires the ability to link morbidity data to figures on the use of health services, at a patient level, to determine a method for allocating costs. This would result in funds being distributed according to the prevalence of a disease in a certain area, rather than based on the population characteristics of an area and the statistical link between deprivation/rurality and estimated need. At its simplest this method implies that if the population living in NHS Board X accounts for 10% of ill health in Scotland, then this NHS Board should receive 10% of the resources available for healthcare.  

PTD approach - Many studies have shown that the cost of hospital care increases the closer a person is to death and this finding works over and above a simple age effect. Therefore a person aged 70 who dies within a year will potentially require more NHS resources in that year than a person aged 70 who lives for another 10 years. The increase in costs is particularly marked in the year before death. This is known as the Proximity to Death (PTD) effect. Resource allocation based on a PTD approach links resources to the proximity to death of its population (unlike the epidemiological approach which links resource allocation to morbidity).
Estimate of resource required

Considerable if done in house. Less if contracted out to academics/consultants as a research project.
Epidemiological/proximity to death approaches (continued)
Feasibility

Dependent on availability of suitable data.

One of the key reasons behind NRAC’s decision not to proceed with examining the epidemiological approach was the lack of availability of suitably detailed and comprehensive data. NRAC stated that this situation might change with the development of the eHealth programme. However, this suggests that the position is unlikely to have changed as yet. Thus, any research might be limited to first of all seeking to confirm NRAC’s views on data availability and then possibly setting out data requirements, a possible timetable for when such data might be available, etc. It might also be worth exploring whether the data requirements for an epidemiological formula could be used to influence the development of the eHealth dataset.

NRAC concluded that the Proximity to Death approach suffered from the difficulty “in finding a practical method of predicting how close to death residents within Board areas were each year”. They suggested that this would have to be the subject of “substantial research”
Forward looking formula

Priority = Low


NRAC recommendation:- n/a
Description

The NRAC formula uses past utilisation and costs data coupled with predicted population levels to estimate the proportion of funding required by each NHS Board for the upcoming year. It could be argued that this approach does not give any incentive for NHS Boards to ‘change’ their service delivery to reflect policy priorities (e.g. Shifting the Balance of Care). This work would seek to examine whether there are any options for including an adjustment in the formula to allow for ‘forward looking’ developments. 

Estimate of resource required

Low – at least initially. First stage of work would be to explore the rational and then what options might be technically possible 

Feasibility

Depends on specification of work.

TAGRA has indicated that it would like to review the MLC adjustment within the NRAC formula. There is no one MLC adjustment, rather, it consists of separate adjustments for each of the six care programmes. The acute care programme consists of seven separate adjustments at the level of diagnostic groups.


Updating all elements of the MLC would be an extremely resource intensive piece of work. ASD would recommend updating different the elements of the MLC in stages; this is the approach used to update the formula in England.


ASD would recommend beginning with the Mental Health and Learning Difficulties adjustment. This is because it is the most out of date element of the formula, as it was not possible to update it in the latest MLC update. Once this programme is completed, proposals will be brought to TAGRA to select another care programme to review.


ASD would recommend against begin the MLC update with the acute care programme. This is because:


The acute care programme currently has the best fit of all the adjustments;


It would make sense to complete the review of acute costs before updating the acute MLC; and


The acute care programme is the most complicated of the adjustments, and it would be useful for ASD to gain experience of conducting MLC updates on other elements of the formula before updating such a complicated element
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