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Introduction 
1. This paper accompanies the table (see Annex A) that sets out a number of potential areas of NRAC related work for TAGRA to consider. A total of 11 suggested topics have been included in the table covering a wide range of issues relating to NRAC recommendations and/or demands from/queries 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 projects which they would like to see ASD/ISD to undertake for 2010.
BackgrounD
3. Last year we asked TAGRA to nominate the three projects that they would like to see undertaken for 2009. Of these the remote and rural work and out of hours had effectively been ‘pre-selected’ due to demands from stakeholders.
4. This year we propose repeating this process. The accompanying table sets out the list of topics identified by ASD and ISD with an indication of our view of their priority, the work that would be involved and its feasibility.

discussion

5. ASD and ISD are strongly of the view that the priority for 2010 is to begin the rolling programme of updating the elements of the NRAC formula. This approach to maintaining the formula was recommended by NRAC. This will be a significant task and is likely to absorb a great deal of resources (principally at ISD).
6. We would also suggest that the documentation and users’ guide should also be considered as this would help NHS Boards and other stakeholders to understand and use the NRAC formula. Our planned workshops may help to inform this work.
7. ASD and ISD would also like to recommend that the CHI prescribing issue be taken forward. This would involve testing the implications of using CHI data instead of the current sample of prescriptions. NRAC investigated the potential  use of CHI as part of its review, but found that the data was not yet sufficiently robust. Since then the level of completeness of CHI data has improved, so this issue may be worth re-investigating.

8. The two other high priority topics both relate to community services:  
9. Currently there are few community activity data sources available to use as a proxy to disaggregate costs in the formula.  Practice Team Information (PTI) is used as a proxy for a number of community services; however, PTI ceased collection of District Nursing and Health Visiting activity data in 2006.  In 2008 the first national census of Community Nursing Teams took place; and, the possibility of using this survey data in the formula could be explored.  The second stage of this work would be to expand the search to cover any other possible data sources for the remainder of  community services.
10. The second community topic relates to the Community-Clinic excess costs component; currently the formula uses an element of the Scottish Allocation Formula (SAF) for this adjustment.  NRAC recommended that an alternative adjustment should be explored.
RECOmmENdation
11. TAGRA are invited to discuss the proposed topics and suggest three to take forward in 2010.
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ANNEX A - TOPICS FOR ANALYSIS IN 2010
	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



	CHI prescribing data
	High
	Test the implications of using this data instead of the current sample of prescriptions



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



	Community activity data
	High
	Explore alternative sources of community activity data to proxies currently used



	Community clinic adjustment
	High
	Explore alternative options to the current SAF adjustment



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



	Pharmacy formula
	Medium
	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



	Unemployment
	Low
	Respond to Ayrshire and Arran query on why unemployment is not included in the NRAC formula



	Equality Impact Assessment
	Low 
	Conduct an EQIA on the NRAC formula




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. In the first year the focus would be to update the additional needs components (MLC) which when specified in the original formula were commissioned to researchers from Tribal Secta, associated to the University of York. Additional work was undertaken by ISD and ASD following the work done by Tribal to simplify the model for usability.

	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
	Significant



	MLC
	Variables making up needs indices

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

Significant 



	Hospital excess costs


	Proportions of NHS Board populations living in remote areas and on islands
	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 1)
High - First stage of work would be to study relevant technical documents in order to understand the methodology used by Tribal and the work carried out by ISD and ASD colleagues to create the current indices. Second stage of work would be to update the current elements with the latest available data and also to assess the impact these updates may have on the final formula target shares.

Significant resource required by ISD/ASD to undertake these updates in house.

Feasibility

Depends on specification of work

CHI prescribing data
Priority =
High

NRAC recommendation: 10.8
Description
NRAC recommends prescribing cost weights to be based on pooling random samples over the most recent three years to improve stability and precision until routinely collected patient information on prescriptions is available for analysis. Back in 2004 a process was put in place by Practitioner Services Division of NHS National Services Scotland, who reimburse pharmacists for NHS prescriptions, to allow data capture of CHI when they were recorded on prescriptions. When NRAC examined and explored the possibility of using data from the CHI prescribing warehouse, the data quality were poor as CHI number could only be read in about 50% of prescriptions.

Currently the completeness for the CHI prescribing database is around 80% which merits analysis to explore the possibility of using actual patient level information from the data warehouse rather than pooled sample data. 
In 2010, ISD and the E-Pharmacy programme plan to start a process to improve CHI capture rates in the long term.

Estimate of resource required

Medium - First stage of work would be to explore the completeness and robustness of the CHI prescribing data, and the possibility of using the data to compare to the existing method. Second stage of work is to undertake a test run of the NRAC formula and examine the impact the new method may have on the GP prescribing target shares.

Moderate resource required.

Feasibility

Depends on specification of work.

NRAC documentation and users’ guide

Priority =
High

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.

Community activity data
Priority =
High

NRAC recommendation: 4.4b & 10.9
Description
Although community health services account for around one billion pounds of the total NHS budget, only a few community data sources are available to use as a proxy to disaggregate costs. They are then used in constructing different components of the formula relating to the community care programme. Community services comprise a total of 21 services; Practice Team Information (PTI) are used as a proxy for around 10 of these services. PTI ceased collection of District Nursing (DN) and Health Visiting (HV) activity data in 2006 therefore the latest available DN & HV data are based on 2005/06 PTI data. 

On the 24th April 2008 the first national census of Community Nursing Teams took place, and the final report detailing the national level findings was published on 25th November 2008 (http://www.isdscotland.org/isd/5830.html).
Community Nursing team members were asked to provide information on all patients they saw on census day whether in groups, clinics or individual contacts. The survey had a 74% participation rate.  Of those nurses that returned a census form, 1,865 (55%) were from District Nursing, 1,026 (30%) from Health Visiting, 234 (7%) from School Nursing, 138 (4%) from Treatment Room Nursing and 15 (0.4%) from Family Health Nursing. A further 115 (3%) reported working in multiple service types. Although the survey could be a potential future source for community nurse activity, a number of limitations were identified which require us to treat the survey findings with caution. 
Analysis is needed to explore the possibility of using community nurses’ survey patient level information in the calculation of the community age-sex adjustments.   

Estimate of resource required

High - First stage of work would be to explore the possibility of using the survey data and compare it to the existing method. The robustness of the survey data would also need to be examined. Second stage of work is to expand the search to cover any other possible data sources for the remainder of community services.

Significant resource required. 

Feasibility
Depends on specification of work

Community Clinic Adjustment

Priority = High

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.

Capital Allocation Formula Review

Priority =
Medium

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.
Estimate of resource required

Considerable if done in house. This work is likely to be taken forward at some point in 2010 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 = Medium

NRAC recommendation:- 8.3
Description

Explore the options available for creating a needs based allocation formula for part of the pharmaceutical services budget. Policy colleagues have asked for advice on using NRAC (and other approaches – e.g. SIMD and SAF) to allocate funding for chronic medication services. The work is at very early stage, but may lead onto further work to develop and/or commission a formula.

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)
Priority = Low

NRAC recommendation:- 2.1 and 10.11
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.

Unemployment
Priority =
Low

NRAC recommendation:- n/a
Description
NHS Ayrshire and Arran have queried why unemployment is not included in the NRAC formula.
Estimate of resource required

Reasonable if this involves comparing the trends of NRAC needs index and unemployment against those (in the past) of Arbuthnott needs element and unemployment. This would give some indication of how well the formula followed/follows unemployment trends.

Considerable if this involves re-estimating the needs component of the NRAC formula.

Feasibility

The former work would be more feasible than the latter. We would need external academic research to undertake a re-estimation of the needs index.

Equality Impact Assessment
Priority =
Low

NRAC recommendation:- 9.3
Description
The Scottish government is committed to equality assessing its policies to ensure that all groups in society are treated fairly. It has been proposed that an EQIA is undertaken for the NRAC formula.

ASD undertook a similar exercise for NRAC as part of their review of the formula. The results are reported in Chapter 9 and Annex 9 of NRAC’s Final Report. 
Estimate of resource required

Low – we would hope to use the material from the previous EQIA as a starting point.

Feasibility

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