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1. Welcome and apologies

1. Jill Vickerman (JV) welcomed people to the meeting and noted apologies from Bob Elliot, Paddy Luo-Hopkins, Annie Ingram, and Gerry O’Brien. 

2. Minutes of previous meeting
2. JV took the subgroup through the minutes of the previous meeting. Helene Irvine (HI) asked that the issue of the inclusion of the island boards within a national allocation formula be recorded in the minutes. JV agreed, but after further discussion noted that the preference of the subgroup was to see the island boards fairly treated within the national formula.
3. HI also requested that the titles of members of the subgroup be included in future minutes.

4. Subject to these changes, the minutes were accepted by the subgroup.

3. Remit and terms of reference

5. Iain Pearce (IP) introduced this paper. This set out the revised remit and terms of reference for the subgroup, as discussed at the first meeting. 

6. The treatment of the island boards was again discussed with regards to the remit. Alan Gall (AG) made clear his opposition to the removal of the island boards from the NRAC formula, which he felt could mark the end of the use of a national allocation formula in Scotland. Marion Fordham (MF) also noted that removing the island boards from the NRAC formula was not an easy option, as it may reduce the availability of data on the island boards in the future for allocating new budgets or if there were to be structural changes to the NHS in Scotland. It was agreed that the remit would be changed to allow the subgroup to consider the appropriate treatment of the islands.

7. Ralph Roberts (RR) requested that the remit be tightened to be clearer that the aim of the work was to make recommendations both on what changes there should be and how any potential changes should be incorporated into funding. This was agreed by members.

Action 1: IP to update remit according.

8. Craig Marriott (CM) requested that the work plan for the subgroup be circulated to the subgroup.

Action 2: IP to circulate work plan
4. Scottish Distant Islands Allowance
9. IP introduced this paper, which set out a proposal for creating specific Scottish Distant Islands Allowance (SDIA) zones within the NRAC formula unavoidable excess cost adjustment. This would be done by splitting the current two island zones (island town and island rural) into four: SDIA island town and rural, and non-SDIA island town and rural.
10. The outcome of this change is to redistribute funding between different types of island, as currently all islands receive the same cost adjustment. Areas with SDIA islands would receive an increase in funding whilst non-SDIA funding would see a decrease in funding. IP noted that the differences between the new areas were statistically significant, but their creation raised broader issues about the structure of the unavoidable excess cost adjustment, as it increased the number of zones with very small populations or which were dominated by a single NHS Board.

11. Discussing the impact of the changes on NHS Board allocations, IP noted that most boards would be unaffected by the change. NHS Ayrshire & Arran and NHS Highland, which had a greater amount of their population on non-SDIA islands than SDIA islands, would see a decrease in funding, whilst the wholly island NHS Boards would see an increase. He noted that the change could potentially lead to island boards being funded twice for the SDIA, and proposed that if the change were to be adopted, the current ring-fenced SDIA allocation could be withdrawn. He also noted that the figures in the first table showed the final financial impact assuming this change had been made.

12. Sarah Taylor (ST) noted that the key in using SDIA in this manner was whether it was a good proxy for underlying unavoidable excess costs. She noted that there would be a number of reasons why costs varied between islands, and why the method of service delivery may also differ. She queried whether the differential cost would still remain if SDIA costs were removed. IP noted that the approach of removing SDIA costs had previously been considered by TAGRA, and found to be technically challenging, as they were not reported separately within the Costs Book. He agreed to circulate the previous work in this area.

13. There was some further discussion regarding the degree to which the use of smaller geographic units resulted in a move toward cost reimbursement. AG noted that the important factor was equity in funding, not cost reimbursement. Two different island boards could employ different numbers or grades of staff to deliver a similar service, and so would have different SDIA and other costs, but this was within a board’s control, and therefore he felt it would be inappropriate to reimburse the higher cost board more than the other. HI expressed the opinion that, in practice, it would be impossible to confidently distinguish between unavoidable excess costs and inefficiency, and that to some degree cost reimbursement would be unavoidable.
Action 3: IP to provide links to earlier TAGRA work and further information on SDIA costs
5. De minimis cost of Rural General Hospitals
14. IP introduced this paper, which set out some initial analysis into how the de minimis costs of providing services could be addressed. The paper took the example of Rural General Hospitals, and looked at the data available from the Costs Book on fixed or allocated costs to assess how these might differ in different hospital types. This was therefore a very much ‘top down’ approach to the de minimis cost issue. 

15. IP noted that the initial analysis had shown a large amount of variability both between boards but also between hospitals as to the scale of fixed costs. He therefore felt that any adjustment based on the approach outlined in the paper would be difficult to justify, as the data was unstable and it was not possible to clearly demonstrate a link between rurality and de minimis costs of providing healthcare services.

16. The subgroup agreed that the approach set out in the paper was inappropriate, raising concerns over the quality of Costs Book data when disaggregated to such small areas, and over the consistency of reporting these disaggregate costs.

17. AG reiterated his view that the best approach funding was to agree the required services, and the quality, risk, and workforce to deliver these services. Differences in cost due to, for example, numbers or skill mix in staff, would be borne by the individual NHS Boards. HI, however, felt that this approach was too simplistic to respond to local variations in need for different types of services.
18. There was some discussion around the variation in services delivery in different areas, in particular between different islands. HI expressed a concern over the quality of services on the islands, as they appeared to have fewer consultants compared to other hospitals. ST noted that this may in part be due to the fact that the islands often ‘bought in’ consultants from other NHS Boards such as NHS Highland, rather than employing them full time directly. Also, in Orkney, services tended to be GP led, with serious cases being sent to the mainland; this would also lead to lower levels of consultants. As this was not the case in all the islands, she cautioned against using the average of island boards.

19. The subgroup agreed that a ‘bottom up’ approach to de minimis costs should be attempted as an alternative to that set out in the paper. It was noted that there would be significant challenges in this approach: for example, although it was agreed that three consultants was the minimum to sustain a hospital, it was difficult to roster a hospital on three consultants within the constraints of the European Working Time Directive. Experience from the work of the Remote & Rural Implementation Group suggested that differences in service design between areas also meant that it became more difficult to agree a definition of de minimis costs of health care services the more local the frame of reference. ST also noted that it was not a simple exercise to agree which form of service delivery was most efficient, as although it was relatively straightforward to measure the costs of different services, it was difficult to measure difference in the quality of outcomes. Sheena MacDonald (SM) also noted that it was important to consider de minimis costs in all rural areas of Scotland, not simply the highlands and islands.

20. It was agreed that a small number of members would hold a separate meeting to attempt to begin to define a de minimis cost and a framework for costing this.

Action 4: IP to arrange meeting with volunteers to undertake work.
6. Update from MLC subgroup

21. IP provided an update on the work of the MLC subgroup. The subgroup had held its first meeting. The differences in the analysis with the previous TRIBAL Secta work were that: the subgroup would be using three years aggregated data, in an attempt to increase its stability; would be looking at the potential to conduct the analysis at the smaller data zone level; and would be investigating the worth of splitting the data by age subgroup. IP would be meeting with policy and clinical representatives in the near future to ensure they were involved in the project and to gain their views of the best types of indicators for the analysis.
22. HI added that, through providing a better understanding of the variation in need between the different areas of Scotland, the work may shed further light on why there are different service models in the different islands. For example, sending people off island for treatment may perhaps be easier in NHS Orkney compared to in the more deprived areas of NHS Western Isles.
7. Any other business
23. There was no other business. JV thanked the subgroup for their contribution to the meeting and advised that IP would be in touch to arrange the data of the next meeting.
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