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Background

At the last meeting of the subgroup, paper TRR13 presented a bottom-up costing approach to calculating the de minimis costs of hospital services. The subgroup offered views on the work and suggested areas for improvement, as well as discussing the potential approaches for translating the work into board allocations. This paper provides an update to the group on the work undertaken since.
Updates to previous analysis

Updates to the previous analysis have introduced a new approach to the calculation of nursing staff numbers and also included costs for midwifery services.

Nursing

Nursing staff requirements have been calculated using the Small Wards Workload tool developed as part of the Nursing and Midwifery Workload and Workforce Planning (NMWWP) programme. This suggests that a safe level of nursing requires three staff shifts. Each shift is assumed to consist of 5.6 whole time equivalents (WTE), which includes annual and sick leave, and so an overall of 16.8 WTE is required. One supervisory nurse is also included.

Three alternative scenarios have been looked at for the nurse skill mix for the 16.8 WTE:

· 65% registered, 35% unregistered;

· 70% registered, 30% unregistered; and

· 100% registered.

Registered nurses are costed at Agenda for Change pay band 5, whilst unregistered nurses are costed at band 2. The supervisory nurse is costed at band 7.

It is assumed that this level of nursing staff would also be sufficient to provide de minimis provision of theatres.
Midwifery

Midwifery services have been costed on the assumption that two shifts would be required to provide continuous cover. Again, on the basis of 5.6 WTE per shift, this implies that 11.2 WTE are required. Midwives have been costed at Agenda for Change pay band 6. This staff level is also assumed to be sufficient to provide other services, such as ante-natal care.

Revised de minimis cost calculation

The impact of these changes on the de minimis cost calculation is shown below.

	Cost item
	Unit cost (£)
	Units
	Total cost (£000s)

	Medical consultant
	£145,400
	3
	£436.2

	Specialist general surgeon
	£145,400
	3
	£436.2

	Anaesthetist consultant
	£145,400
	3
	£436.2

	Supervisory nurse
	£49,200
	1
	£49.2

	General nursing staff
	£31,340 to £36,100
	16.8
	£526.5 to £606.5

	Midwifery staff
	£42,300
	11.2
	£490.7

	Beds
	£66,832
	14
	£935.6

	Theatre
	£394,479
	1
	£394.5

	TOTAL
	
	
	£3,705.1 to £3,785.0


Since the previous paper, therefore, the estimated total de minimis cost has increased from £3.2m to the region of £3.7m. This is largely due to the introduction of midwifery services, which have increased costs by approximately £0.5m.
Impact on funding allocations

The impact on the previous funding allocations is shown in the table below. For simplicity, the impact is shown under the highest £3.785m cost.
	NHS Board
	Change in NRAC 2011/12 target share

	
	Previous analysis
	Updated analysis

	Ayrshire & Arran
	-£0.1
	-£0.1

	Borders
	£2.2
	£2.7

	Dumfries & Galloway
	£1.8
	£2.2

	Fife
	£0.1
	£0.1

	Forth Valley
	£0.7
	£0.9

	Grampian
	-£1.1
	-£1.3

	Greater Glasgow & Clyde
	-£7.6
	-£9.1

	Highland
	£0.4
	£0.4

	Lanarkshire
	-£1.7
	-£2.0

	Lothian
	-£3.4
	-£4.0

	Orkney
	£3.0
	£3.6

	Shetland
	£3.0
	£3.5

	Tayside
	-£0.3
	-£0.4

	Western Isles
	£2.9
	£3.5

	Scotland
	£0.0
	£0.0


The impact of increasing the de minimis cost estimate is to increase the redistributive element of the adjustment, increasing the amount by which the winners gain and the losers lose.
Alternative funding approaches

Paper TRR14 discusses alternative approaches to top-slicing in other countries, and discusses the potential to adopt similar approaches in Scotland. In particular, the approach used in New South Wales is considered, and two methodologies outlined. These differ from the approach above in that they estimate broadly how many additional hospitals the different NHS Boards require.

	NHS Board
	Change in NRAC 2011/12 target share (£m)

	
	1 hospital per board
	Need based on distribution of all hospitals
	Need based on distribution of LGT hospitals

	A&A
	-£0.1
	-£11.0
	-£1.0

	Borders
	£2.7
	£17.0
	£0.1

	D&G
	£2.2
	£12.4
	£2.6

	Fife
	£0.1
	-£10.2
	-£2.0

	Forth V.
	£0.9
	-£8.1
	-£1.6

	Grampian
	-£1.3
	£23.6
	-£2.8

	GrG&C
	-£9.1
	-£36.0
	-£7.1

	Highland
	£0.4
	£34.5
	£8.5

	Lanark.
	-£2.0
	-£16.2
	-£3.2

	Lothian
	-£4.0
	-£21.8
	-£4.3

	Orkney
	£3.6
	£1.4
	£3.1

	Shetand
	£3.5
	£1.1
	£3.0

	Tayside
	-£0.4
	£5.2
	£1.8

	W. Isles
	£3.5
	£8.1
	£2.9

	Scotland
	£0.0
	-£11.0
	-£1.0

	Total funding redistributed
	£53.0
	£148.3
	£29.2
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The different approaches imply significantly different patterns of allocations.
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