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Framework for Practice Based Commissioning 
Introduction

This paper sets out a PBC framework for the Hertfordshire PCTs as required by the DoH. Guidance from the DoH on PBC has been fully integrated and there has been widespread consultation for over a month with all relevant stakeholders on the proposals contained within the paper and these discussions have helped to shape this final version.
The development of PBC is an exciting opportunity for clinicians to lead the commissioning of services and the PCTs are committed to ensuring they are empowered and supported to do so.
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1. Summary

This PBC framework details the PCTs’ plans in taking PBC forward across Hertfordshire.  These plans operate within the context of the Department of Health guidance, including “PBC: Practical Implementation”, a summary of which is set out in Appendix 1.

The framework sets out action which the PCTs will be taking to develop a more consistent approach to PBC across the County whilst honouring commitments made by predecessor organisations for the year 2006-07.  
There will be identified support leads for PBC within each directorate of the PCT with clarity about exactly who is responsible for delivering each element of support to each PBC locality. 
A PBC Governance Committee will be established to oversee progress in implementing PBC and the key responsibilities of this committee are set out in this framework. PBC leads in each PCT will be invited to work with the PCT to monitor and review progress.  

A Local Enhanced Service for PBC will be drafted and consultation on this will take place with all relevant stakeholders prior to implementation from April.  PBC budgets will be issued to practices based on the whole range of health services and calculated as set out in the DH guidance.
PBC performance will be monitored through the PBC Governance Committee and the PCT will provide impact assessment reports on the outcome of PCT initiatives.

The approach to managing and sharing risk will be as set out in this framework, with any variation to this being discussed and agreed on a PBC Locality basis.

PBC localities will be invited to gain autonomy and greater control over resources by developing their performance through three levels as detailed within this framework.

2. MOVING FORWARD

2.1 Proposals for immediate implementation

2.1.1 Honouring local agreements during 2006/07 

Whilst there are similarities of approach across Herts there are some local differences which have been agreed with local GPs.  The speed of travel has also been different on the various aspects of PBC and this cannot be altered easily.

It would be unwise to change the budget setting process for any areas given that agreement has been secured across Herts to budgets and savings schemes which are more challenging for the practices than the national guidance suggests.  It would also cause confusion amongst GPs at a time when they are just starting to be able to make use of the information they are receiving.

The DES plans should not be rewritten at this stage as they are now a contractual commitment.

This year the PCTs accept that we are inheriting locally driven approaches and these arrangements need to run to the end of the year.  Outcome: Agreed by PEC/Board 
2.1.2 Early areas of convergence needed

There are some areas where the debate on convergence needs to start now.

Management and support resource provided to PBC need to be discussed and agreed immediately:  

This needs to include named leads in each department for each PBC locality with protected time set aside to provide support.  When PBC localities request named leads to attend meetings or to provide support this needs to be prioritised.  It must be crystal clear who is responsible for providing each element of support to each PBC locality, for example: budget monitoring reports; information reports on activity; public health expertise including needs assessment information; medicines management expertise and reports; communication support etc.
Each director will nominate their named leads for each PBC locality and set out their responsibilities relating to PBC which will be agreed by the PBC Governance Committee.  Outcome: Agreed
Management resource needs to be deployed to maximum effect:

The PCTs are able to provide management resource at locality level but providing it at practice level is less feasible.  At present there are approximately eleven localities across the Herts PCTs.  The DH guidance is very clear that PCTs should enable practices to come together in a way that suits them.  

It is recommended that the PCTs configure management resources into localities based on the old PCTs and link into the PBC (sub) localities through that structure. Outcome: Agreed  

We can encourage the PBC localities to join up by offering umbrella meetings supported by their shared management team. 

Practice based commissioners need to increase their ownership of PBC:

Increasing ownership means increasing the amount of autonomy and control of resources enjoyed by a PBC locality.  For the PCT to feel reassured that this control of resources will be used appropriate it needs to be linked to the level of responsibility being taken within a locality.  

It is proposed that there are three levels of responsibility that represent three staging posts of development for PBC localities which are linked to additional control over resources (including management resource) to these levels.  Each locality wishing to progress to the next level by taking on additional responsibility will be assessed as to whether there is evidence that they have met the standards needed to reach that level. If they are assessed as suitable for passing through that “gateway” then they will be supported by greater control over resources.  

It is recommended that there is a staged approach to devolving greater control over resources, including management resource, to PBC localities and that this is based on evidence of good performance. Outcome: Agreed by PEC PBC Leads
This will provide one framework accommodating different rates of progress.  A proposed framework for this is set out in the proposed governance framework in section 2.2.5 below.  Work will start immediately in supporting PBC localities to move through the gateways and towards maximum responsibility and control of resources.

2.1.3 Continuing local debate and monitoring with practice based commissioners on implementation of this framework
It is imperative that local practice based commissioners are fully involved in setting and monitoring the direction of travel for PBC.  There has been debate and discussion across the PBC localities, with local practices, the LMC and other relevant stake holders about this paper and changes have been made as a result prior to it being considered by the PCTs’ PEC and Boards.

It is recommended that regular reviews take place with PBC leads in both PCTs on the implementation of this framework. Outcome: PEC PBC Leads agreed review in October 2007 and then annually thereafter.
2.1.4 Governance arrangements to be put in place

A subcommittee of the PCT Board will be established to progress the work in overseeing implementation of PBC.  This PBC governance committee needs to be chaired by a Non Executive Director.

It is recommended that the PBC governance committee be established as soon as possible. Outcome: Committee on track to be established by March 31 2007 at the latest
2.2 Proposals for a PBC governance framework for 2007/08

2.2.1 Overall approach and scope

National guidance states that “The overall aim of governance and accountability, as it relates to PBC, is to balance public accountability for the effective use of taxpayers’ funds with the minimum bureaucracy for practices and maximum freedom for clinicians to innovate to deliver real improvements for patients.

The following are the key expectations place on PCTs:

1. A locally agreed incentive scheme will be developed and offered to all practices

2. The scope, timeliness and access by practices to activity and financial information relating to their practice will be addressed in line with practice preferences

3. PCTs to provide practices with the tools and support they need to effectively discharge their commissioning responsibilities, either directly or through agreed alternative arrangements

4. A combination of indicators to help take a balanced view about progress towards implementation and the impact that PBC is having across the local health economy will be reported for 2007/08”

(PBC: Practical Implementation)

The scope and budget setting arrangements will, from April 2007, be as set out in the DH guidance “PBC: Practical Implementation”.  This means all hospital-based care, Payment by Results, prescribing, community services and mental health costs.  In terms of budget setting it means basing budgets on actual activity for the last 6 months of 2005/06 and the first 6 months of 2006/07, converted to 2007/08 prices.  The current formula for prescribing applies, including the appropriate inflationary uplift.  Weighted capitation will be used for any services within this scope for which no historic activity data are available.

A model PBC Agreement will be drawn up incorporating the structures and processes set out in this paper to be agreed between the PCT and each practice based commission group.

2.2.2 Decision making processes

PBC governance committee

There will be a PBC governance committee which will be a subcommittee of the PCT Board and part of the PCT’s integrated governance arrangements that will be responsible for:

1. Clinical governance arrangements for services moved from hospitals to more convenient settings for patients, with arrangements being proportionate to the complexity of the service

2. Establishing a clear local framework that incorporates national guidance 

3. Provides guidance on clinical governance requirements

4. Approves PBC business cases submitted by practices

Membership of this committee, which will be chaired by a Non Executive Director, will be drawn from the PCT Board and PEC and should have clear delegated powers to approve business cases.  Any conflicts of interest will need to be declared and members exclude themselves as appropriate.  The LMC will be invited to send a representative to this committee and local patient forums will also be invited to send representation.

The PBC governance committee will nominate a lead director who will ensure that the collective plans for all practice based commissioners are available for scrutiny by the Overview and Scrutiny Committee of the local authority and also by the general public.  The committee will also ensure practices have engaged their patients in service redesign.

The PBC governance also has a performance monitoring role as set out in section 2.2.4 below.  It will also be the first line for any dispute resolution which the Locality Director has been unable to resolve.  If the committee is unable to resolve the dispute it will refer it to the PCT Board and the final stage will be for the SHA to arbitrate.

PBC commissioning plans

Practices engaging in PBC must mutually agree a PBC commissioning plan with the PCT setting out the commissioning objectives of the practice.  All relevant stake holders need to be involved in developing these plans.

Plans will include the following:

1. How the practice will respond to the particular needs of their practice population and their experience of local health care

2. How the practice will make its contribution to meeting national priorities (including the 18 week wait and supporting health improvement) by redesigning services and by identifying resources that could be released from the indicative budget

3. An indication of areas where the practice believes that a more collective approach to service redesign and improvement is needed.

PBC localities may submit a plan on behalf of all their member practices.  This plan would include details of PBC activity that individual practices are engaged in, which is additional to that undertaken across the group.

The PBC governance committee should aim to approve PBC plans and business cases within 4 weeks and no later than 8 weeks, confirming they are consistent with national and local priorities.  PBC plans should form the basis of overall PCT commissioning plans.

Practices and PCTs will hold regular review meetings to discuss progress against the plan.

PBC business cases 

Practices wishing to develop and provide a service through PBC must submit a business case to the PBC governance committee for approval.

Business cases from practices will be treated on their merits, and in a manner that is timely and transparent and ensures probity.  The PBC governance committee will clearly identify its reasons for not supporting a business case and the actions that would resolve this.

In summary, business cases are expected to cover:

1. Service to be provided

2. Benefits for patients 

3. Expected improvements in efficiency and effectiveness

4. Management resources required

5. Costs of the proposals and their recovery period

The criteria for assessing business cases will include:

1. Evidence based clinical effectiveness and priorities as set by PEC

2. Clinical safety, quality and governance

3. A contribution to offering care closer to home and delivery of the national 18 weeks priority

4. Whether the specific needs of population groups such as disabled people, Black Minority Ethnic communities and the differing needs of men and women/diverse age groups/differing faiths/sexual orientation and groups accessing services has been taken into account

5. Patient and stake holder support

6. Justification/evidence that resources can be released through the substitution of care

7. Affordability within the current and projected indicative budgets

8. Consideration of whether formal tendering is required (which it is envisaged will be infrequent)

9. Assessment of the risks of the development, including the impact on secondary care

10. The procurement route

11. Value for money, including using benchmarked costs to determine a reasonable price range for service.

In addition to these the PCT will work with PBC groups to develop an overarching commissioning Plan which will be linked to a range of strategies including the Acute Services Review and Investing in Your Mental Health. The PCTs’ would expect Business Cases to be consistent with this direction of travel. Contracts for the transfer of services from hospitals to more appropriate settings will include quality criteria covering patient experience, quality and service standards.  There will be regular sampling and the results will be easily available to patients.

2.2.3 Incentive scheme

The PCT will establish a Local Enhanced Service to provide an incentive for practices to engage in PBC.  It is proposed that the scheme will:

· Be clinically appropriate, affordable and cash releasing

· Provide payments to practices that should be regarded by practices as income

· Make any award dependent on practices not overspending their indicative budgets

· Build on the 2006/07 PBC DES, the provisions of which represent the minimum requirements for local incentive schemes

· Take into account that some practices are undertaking PBC on behalf of others and will reward this additional workload accordingly, recognising time commitments being made and rewarding clinical leadership

· Set out clear and realistic objectives in consultation with local practice based commissioners and their representatives

· Be drafted to be ready for consultation with the LMC, PBC localities and local practices in February 2007

2.2.4 Performance monitoring arrangements and impact assessment

The PBC governance committee will;

1. Monitor expenditure and activity against the PBC plans after this information has been presented to PBC localities and will make recommendations for action as necessary

2. Ensure indicative practice budgets are reviewed on a quarterly basis to take account of practice population changes

3. Set the policy for practices moving to a “fair shares” budget where link integrated (i.e. for practices outside a +/-10% variance on the “fair share” as calculated by the DH tool).  This will not be overly aggressive and will be agreed with the LMC and PEC.

4. Approve PBC proposals for use of freed-up resources – responding within 4 weeks wherever possible but no later than 8 weeks

5. Ensure that PBC commissioners meet national standards of clinical governance by requiring brief annual clinical audit plans for any new services provided by practice based commissioners

6. Oversee arrangements for managing risk such as pooling funds for unplanned variations in activity and cost e.g. for high cost patients including rules for operating such a risk pool and for accessing funds to it.

7. Consider when the “any willing provider” model of procurement applies to a new local contract or when the contract needs to be subject to competitive tendering

8. Where necessary, refer decisions to the PEC or Board.  This may be relevant if the committee is unable to agree a joint strategy for resolving deficits through the process of agreeing budgets, commissioning plans and use of freed-up resources with practice based commissioners.  The PEC or Board may refer the issue to the SHA who have the option to put a request to the DH asking permission to modify locally the PBC guidance relating to indicative budget setting and the use of freed-up resources.

9. Co-ordinate reports to the SHA on PBC

10. Receive and assess reports for each PBC locality on the impact they are having with any relevant exception reports.  

Impact assessment reports will be:

· The responsibility of the director managing the information function with full involvement of public health

· Produced on a monthly basis alongside the general finance and activity reports for each PBC locality, broken down on a practice basis and presented by a senior information manager to PBC localities first and then the PBC governance committee

· Comprised of the following indicators:

· Admission rates for five procedures with evidence of overuse

· Emergency admissions for 19 ambulatory care sensitive conditions

· Outpatient referral rates, aggregate and for six specialties identified for care outside hospitals

· First-to-follow-up ratios

· Average length of stay

· Emergency bed days, including 0-1 day admissions

· Provided as soon as possible, with as many indicators as are available and phased introduction of the rest when available

· Enabling comparisons with national benchmarks when available

2.2.5 Devolving control of resources

In order to secure maximum ownership by practice based commissioners it is proposed that there is a clear framework for them to demonstrate high performance and a state of “readiness” to take on additional control over resources (including management resources) and the responsibility that goes with that control.  Following consultation on initial proposals, the table on page 12 sets out a revised approach integrating suggestions made.
It should be noted that as all budgets are devolved to PBC all primary care development is through PBC.  Practices opting out of PBC will not be well placed to access funds for development or to influence primary care development in the round.  This includes premises and service development.

2.2.6 Inter practice agreements and formal status of localities

As PBC develops and localities move through the “gateways” towards greater autonomy and control it is expected that they will develop inter practice agreements and possibly formalise their status as an organisation for that locality (e.g. forming a limited company).

It is expected that the function of securing and enforcing agreements across practices and formalising locality arrangements will be the responsibility of the practices involved and the staff they employ, for example a Practice Manager acting on behalf of the Group.  This is partly why the performance framework includes increasing funding for practice management time.  The PCT recognises the work and effort involved and the benefits which are likely to result from shared goals across practices backed up by formal agreements but cannot involve itself or its staff in inter-practice issues.

3.  Managing and Sharing Risk

The PCT proposes the following approach to managing and sharing the risk with PBC localities and practices.  
	Risk
	PCT proposed approach


	Invest to save initiatives fail to achieve planned savings
	Each business case will set out the estimated range of savings within expected timescales.  PBC localities will monitor implementation and outcome against these plans based on the impact assessment information provided by the PCT.

Where achievement falls below plan the PBC locality will report reasons for that and this will be reviewed and discussed with the PCT.  The PBC locality will be invited to send a delegation to present to the PBC Governance Committee to explain the situation and make recommendations prior to the committee deciding to halt an initiative.

	High cost individuals or groups cause large fluctuations in budget spend
	PBC localities are invited to “block back” commissioning for certain cases until they feel they are in a position to establish a contingency fund.  PBC localities may risk share together if they form an agreement to do so.

Where they do, it is proposed that practices contribute 5% of their indicative budget to a risk pool.  The PCT Director of Finance will set access thresholds based around specific high-cost but relatively uncommon treatments as indicated by PbR HRG data.  


	Significantly different performance between individual practices against budget leads to disagreement about savings
	Where a PBC locality is formed involving a number of practices it is expected that they will have agreements in place between the PBC locality and the practices for managing performance.   The PCT will treat the PBC locality as a “practice” and therefore require only one “practice plan” and will monitor performance on that locality as a whole in relation to overspends/savings. This means that if the locality as a whole overspends then no savings are made, even if individual practices are making savings, because these savings have been negated through overspends within that “practice”.
If the locality makes savings overall then the PCT will invite the PBC locality to make proposals as to how it will use the proportion of savings it keeps, within this PBC framework (70% whilst their PCT is in deficit) to ensure national, and then local, priorities are achieved.

	Risk of poor probity, lack of transparency and value for money in PBC arrangements
	The PCT proposes to minimise the risk of these issues through a number of routes: 

1. This PBC framework sets out three operating levels for PBC localities to ensure robust governance 
2. The effective working of the PBC Governance Committee and a clear business planning and monitoring approach.  
3. The impact assessments provided by the PCT will play a key role.
In addition to the above it must be noted that there is a requirement to demonstrate best value for all money invested, particularly at a time when the PCTs are in significant financial deficit.  
Where service changes are such that they require a new contract to be established, or substantial changes to an existing contract, it is expected that this will be subject to market testing.  This may not apply where the “any willing provider” model is relevant – this would be for routine elective services where the contract agreed would contain no financial or activity guarantees.  The PCT expects that in most cases providers will wish to have some certainty around the income and volume relating to their contract and in these cases contracts will need to be market tested. 
To ensure that the result of such market testing is acceptable to the PBC locality, managers working with the PBC locality in drawing up service specifications which set out exactly what is needed in the locality area and drafting criteria against which bids will be judged will work under the direction of the PBC locality prior to PCT approval through the PBC Governance Committee. The PBC locality will be asked to ensure it is properly represented on any panel assessing bids.
Appendix two sets out the decision making process.

	Risk of poor local arrangements relating to PbR
	The PCT proposes to address this through improved activity and financial reporting at PCT and PBC locality level and SLAs being negotiated on the basis of the commissioning plans of PBC localities.
In addition, the PBC LES will include incentives for practices to record, report and monitor activity information.


Levels of Practice Based Commissioning
The table overleaf sets out three levels for PBC groups to achieve.  These have been revised following discussions with the PEC, PBC leads, the LMC and others.  

In order to move from level 1 to 2 or 2 to 3 PBC groups must demonstrate to the PBC Governance Committee that they have achieved at least 2 of the criteria against each of the objectives and have clear plans to achieve the remaining targets within 6 months.

Levels of Practice Based Commissioning
	Objective
	Level 1


	Level 2

(Level 1 plus…)
	Level 3

(Level 2 plus…)

	1. Good governance of PBC
	75%+ practices signed up to a PBC DES/LES 

Agreed leadership arrangement for Chair of  PBC group 
Regular meetings of PBC group PBC group forum


	Lead GPs/others taking responsibility for key areas 

Agreed action plan shared at PBC group and individual practice level

PBC group forum has involvement of at least 60% of the practices in the geographical area (smaller groups expected to participate in joint meetings with other PBC groups in the geographical vicinity) in order to hit level 2

	Formal agreements between 90%+ practices in the PBC group in terms of progressing agreed action

Formal agreement between PBC group and PCT

Elected Executive actively managing PBC and held to account by the wider membership



	2. Providing high quality and accessible primary care services (if QOF scores drop dramatically in any given year this is subject to review)

	Latest QOF scores of 850+ * for 75% of the practices in the PBC group

80%+ practices providing Access DES


	Latest QOF scores of 900+* for 80% of the practices in the PBC group

85%+ practices providing Access DES

GPs actively involved in shaping collective urgent care services to provide accessible urgent primary care

	Latest QOF scores 900+* for 90% of the practices in the PBC group

90%+ practices providing Access DES

Plans in place to develop more accessible urgent primary care services across the PBC group
Evidence of joint working with community pharmacists to develop enhanced services e.g. minor ailments


	3. High quality, cost effective prescribing
	All practices have agreed prescribing plan with PCT

All practices making progress on EoE prescribing indicators

70%+ practices are making measurable progress against other indicators in  plan

GP medicines management lead attending area prescribing committee


	 80% practices meeting EoE prescribing indicators

100% making progress on PCT prescribing indictors

 PCT Pharmacist represented on the PBC locality group

Identified GP medicines management lead 

chairing PBC medicines management committee (plus attending area medicines management subcommittee) 


	1.  90%+ practices meeting EoE prescribing indicators

2.  80% meeting PCT prescribing indicators: 

3. PCT pharmacist an honorary or full member of the  PBC Executive 

4.Identified GP lead on medicines management attending secondary care D&T committees 

5.PBC Prescribing sub committee to include LPC rep

 

	4. Referring on to other services appropriately and active secondary care demand management
	Referral information being discussed by the PBC group with named information shared
	80%+ individual practices reporting action being taken to manage demand for secondary care including collective action 

Evidence of  secondary care demand being successfully managed by 50%+ practices through individual or collective action
Evidence that practices have ceased to refer patients for exceptional treatment except where meeting the criteria outlined in the priority forum guidance.

	Collective action being taken by practices to better manage secondary care demand

Systems in place to routinely scrutinise referral levels by individual practice with agreed action plans

Evidence of demand being successfully managed by 75%+ practices through individual or collective action
Evidence that patients are managed through agreed care pathway approach (or something along those lines)

	5. Effective collaboration with partner agencies and patients
	A Non Exec Director or patient representative and nursing representation invited to PBC group meetings as full members


	PBC group meetings also include PCT senior management.

Mechanism in place (such as a subcommittee and agreed GP lead) to undertake joint work with HCC adult care services or Children, School and Families services and another partner agency e.g. hospital, mental health trust or voluntary sector)

Identified lead to take forward work on patient involvement in PBC
	PBC Executive includes a senior manager seconded from the PCT, a nurse/AHP and a lay/patient rep

A patients forum has been identified to link into the PBC and regular meetings scheduled which include GP lead or PBC Chair

Sub committees in place with objectives which have been agreed with representatives from at least two partner agencies and the local PBC patients forum

Regular meetings scheduled between GP leading on medicines management, PBC Chair and LPC rep
Regular meetings scheduled between PBC commissioners, lead pharmacist for pharmacy contractor development and LPC representative


	6. Demonstration of responsibility and accountability
	Clearly identified leadership from GP(s)

PBC group receives monthly finance/activity performance and impact assessment reports 

25% of membership asked to report at every meeting the action they are taking to achieve the agreed PBC plans (e.g. on prescribing)
	Identified leads report progress to the PBC group every month against their objectives.

Sub committee in place to oversee prescribing plans involving representatives from at least 75% of the practices

PBC group, through the Chair and with management support from the PCT, reporting progress to the PCT against objectives


	PBC Chair, with senior management support, meets regularly with the Chair of the PBC governance committee to report progress along with other PBC Chairs of localities at level 3 and attends the PBC governance committee when presenting business cases setting out proposed changes. 

PBC group have clear agreed processes to ensure effective collective action is taken if PBC plans drift from targets.



	PCT COMMITMENT:

Level of autonomy, control and devolution of resources
Note: Each level is self contained, not cumulative in terms of resources funded
	PCT staff identified to support the PBC locality
PCT staff attend meetings of the PBC group (where there is more than one PBC group in an exPCT area PCT staff attend the joint meetings)

Agreed  sessional funding for PBC Chair PCT staff provide administration support to the PBC group meetings and work as necessary

PBC DES offered to all practices
	3 GP sessions per 100 000 population per week identified to support delivery of  plans agreed with PCT 
PBC management budget identified but “blocked back” to the PCT with PCT staff identified to support the PBC group reporting on a day to day basis to the PBC Chair and GP leads but still within PCT management structures

Budget for 10 hours per week per 100 000 population at £30ph. for practice managers and other practice staff used to support PBC
	PBC management budget devolved to PBC group including funding for GP/other leads – includes funding for current level of management support plus 6 GP sessions per week per 100 000 population plus finding for practice manager and other practice staff time at £30ph for 20 hours per week per 100 000 population

PBC Chair and GP leads recruit the management resource agreed with the PCT depending on the functions agreed as devolving to the PBC group – recruitment to start from within existing PCT staff and then any vacancies to be reviewed with PCT prior to wider advertising




* Or equivalent measure of primary care clinical performance. As agreed with the PCT PBC governance committee.

This framework will reviewed 6 months after implementation and annually thereafter.

APPENDIX 1

Key points from the latest DH guidance “PBC: Practical Implementation

The new guidance sets out an approach for indicative budget setting which builds on the approach used for 2006/07 but develops it further.

The indicative budget setting approach in 2007/08 will be guided by the following set of principles:

1. The methodology used by PCTs must be consistent, fair and transparent

2. It must be compatible with budget setting plans for 08/09 onwards

3. Any pace of change should not adversely affect PCT financial stability

4. It must be kept simple

PCTs should calculate indicative budgets for 2007/08 on the basis of:

1.  Actual activity for the last 6 months of 2005/06 and the first 6 months of 2006/07, converted into 2007/08 prices.  

2.  Current formulae for prescribing including the appropriate inflationary uplift.  

3.  Weighted capitation for any services within the agreed scope for which no historic activity data are available

Resources released through PBC activity in the previous year should not be deducted from future indicative budget allocations.

The indicative budget should include community services and mental health, if only on a WTE or per capita population basis, bearing in mind existing utilisation rates where available.  This will allow practices, in partnership with their PCT, to assess their spending in these areas relative to other practices and the impact on their practice population.

All aspects of the PCT budget should be devolved indicatively to practices with those elements that need to be returned to the PCT, such as funding for the central management team, clearly identified.  This will allow practice based commissioners to see exactly how the final indicative practice budget has been calculated.  The elements of the indicative budget that practices will hand back to PCTs will be determined by the agreed scope of their PBC plan.

The minimum scope for indicative PBC budget responsibility should include all hospital-based care, Payment by Results, prescribing, community services and mental health costs.

The guidance also sets out information and an approach to moving towards a “fair share” practice budget:

The DH has developed a tool that allows the use of the national resource allocation formula to calculate indicative weighted capitation budgets at practice level.  The tool and guidance can be found at www.dh.gov.uk/practicebasedcommissioning. 

The volatile nature of population data below PCT level means that the tool is limited to a +/-10% degree of accuracy when calculating a “fair share” practice budget.  A survey of PCT budget setting approaches indicates that around 70% of indicative practice budgets would fall within this 10% accuracy range of a notional “fair share” budget.  This means, however, that the remaining 30% of practices are likely to be receiving indicative budgets that are significantly higher or lower than their “fair share”.

To facilitate a smoother transition to notional “fair share” practice budgets, it is appropriate that progress is made in 2007/08 to move those indicative practice budgets where the DH tool indicates that it is more than 10% greater or less than its historic spend, towards this 10% target range.  However, any pace of change measures should not be overly aggressive.

PCTs will take the following approach:

1. Where the 2006/07 indicative practice budget is more of less than 10% from the target range, the PCT will undertake a simple utilisation review with the practice, based on data for disease prevalence and present usage of hospital services.  The intention is to have a reasonable dialogue and develop a greater understanding as to why a particular practice is spending more or less than its potential “fair share” budget.

2. Any percentage adjustments to bring the 2007/08 indicative budget closer to the “fair share” budget target range would be for local discretion based on the utilisation review results, up to a maximum shift of 1% of the indicative practice budget available for use by practice based commissioners to commission care for their patients.

3. Once indicative budgets have been set, PCTs will continue to support practices in identifying opportunities for service redesign and release resources.

The amount by which the overall PCT budget has grown will include elements such as prescribing, which the DH tool would not factor in when calculating indicative practice budgets.  Any uplift to indicative practice budgets based on PCT growth rate will need to be adjusted to take out prescribing increases (but must be reapplied to the prescribing budget).

The guidance also sets out the expected approach to the use of freed-up resources and management of risk:

At present PBC is operating within an environment where some PCTs are working to recover deficits and restore financial balance.  PBC can make a contribution to this through freeing up resources and producing savings.

For PBC to be successful and continue to make this contribution, it is imperative that practices are allowed to use a minimum of 70% of any freed-up resources for reinvestment in patient care.  The remaining 30% is for the PCT to use at their discretion.  The ability to use, innovatively, unlocked resources for the benefit of patients is a fundamental attraction to the scheme for many clinicians and should not be undermined.

Practices will be entitled to use at least 70% of resources released for reinvestment in patient care, irrespective of whether these were included in practice business plans or not.  Where resources are freed up that were not planned, the practice will agree with the PCT which additional objectives will be met.

Where the PCT is working to restore financial balance, it is not acceptable to withhold freed-up resources and practices must still be provided with fair and realistic indicative budgets.  Indicative budgets should not be allocated with elements top-sliced to resolve PCT deficits.

Practices in PCT areas subject to special circumstances, must use the 70% of any resources released through service redesign, to address specific national (such as 18 weeks) or local priorities as determined through mutual agreement between the practice and PCT.

When a health economy is in special circumstances, PCTs and practices will be expected to agree how financial balance should be achieved. 

PBC plans should reflect the contribution from practice based commissioners to the PCT recovery plan.

When a health economy is in special circumstances, PCTs and practices will be expected to agree how financial balance should be achieved.

Exceptionally, where local agreement cannot be reached, the SHA will have the option to put a request to the DH asking permission to modify locally the PBC guidance relating to indicative budget setting and the use of freed-up resources.

It is suggested that practices contribute 3-5% of their indicative budget to a risk pool.  PCTs may wish to set access thresholds based around specific high-cost but relatively uncommon treatments as indicated by PbR HRG data.  With 7 out of 10 practices forming PBC groups, this should facilitate groups of practices holding their own risk pools for certain contingencies as agreed with their PCT.

The guidance also provides further clarification on procuring services through PBC:

For routine elective services, the principles of free choice of provider for patients and the opportunity for any willing provider to supply services (if they are licensed to do so) should not be constrained by commissioners.  This holds true for elective services provided in community settings through PBC.

Within this “any willing provider” model, there are no guarantees of volume or payment in any contract given.  PCTs, through contracts, give permission for the provider to supply services to their population without any promises regarding income. 

PCTs should give such contracts only to providers who can demonstrate that they meet national minimum quality criteria (set by the Healthcare Commission) and agree for the service to be placed on local choice menus where appropriate.  It is, in effect, a local approval process for providers with the intention that competition is encouraged within a range of services rather than for them.

This means that for providers looking to supply a routine elective service, including those developed through PBC, tendering is not required.

The same approach of fostering, not limiting, choice should be extended to the development of enhanced primary care services through PBC.  PCTs should avoid agreeing new long term contracts with service providers that would further cement monopoly provision arrangements and exclude practices from being able to propose service and care pathway redesigns.

For services developed through PBC, tendering will normally only be required when the intention is to create a monopoly by awarding a contract to a single provider rather than to grant approval to providers who reach the required standard.  This would be, for example, where the proposal seeks to move a whole service out of a local hospital without an equivalent service available within the PCT boundary.  PCTs should only award a contract to a single provider in exceptional circumstances as this inhibits patient choice and contestability.

The guidance also explains when the national tariff applies and clarifies the circumstances in which a service provided in a community setting can be deemed “the same as” an existing hospital service.  In essence, those services which are provided through contractual options to provide GP services (GMS/PMS/APMS), those provided by GPs or anyone employed by or seconded to GPs or by community nurses/therapists working in primary care, those provided in a facility funded by notional or cost rent arrangements or any out patient services are not classed as the same as a hospital service and so the national tariff does not apply.

The guidance also sets out the DH’s expectations of PCTs’ role in supporting PBC 

through local incentive schemes and through providing sufficient management support.  It is expected that PCTs will notionally allocate the full budget to practices and that this will cover central management and support overheads which will then be returned (or “blocked back”) to the PCT.  

As part of this blocking back, the PCT will set out in broad terms what services and support the practices can expect from the PCT.  Practices can normally expect PCTs to provide this support directly.  If these services are not provided as promises, or not to the correct standard, or not in a timely way, practices will be able to negotiate a budget to procure these services for themselves.  Negotiations for a management support budget are expected to be exceptional, with PCTs usually providing the necessary support functions.

The minimum information requirement for PCTs to provide to practice based commissioners has been expanded and is far more challenging for PCTs.  It includes information on community and mental health services, primary care (including essential and enhanced services), use of diagnostic tests and procedures and consultant to consultant referrals as well as benchmarked data on referrals, admissions, out patient new and follow up attendances.

The indicators for PBC will be further developed so that PCT and practice performance can be better monitored.  This will include a DH commissioned survey of a sample of practices from each PCT including their views on the support provided by the PCT.  It will also include an assessment of the impact PBC is having on services and outcomes such as emergency admissions, first to follow up ratios and outpatient referral rates.

The three key criteria to assess PCT progress will be: enabling; engagement and impact.

Future DH guidance expected

PBC is a fundamental part of the DH reform programme and its success is necessary for the new system to function effectively.

The new operating framework due out in the second week of December (“Making Commissioning Real – The Operating Framework for 2007/08) is likely to include the following themes:

1. Better clinical and community engagement in commissioning

2. Better information to support commissioning

3. Incentives and contracts

The framework will: 

Support the strengthening of PBC by:

1. Clarifying procurement requirements (to simplify and enable)

2. Encouraging local incentive schemes

3. Making proposals on governance and accountability

Provide a stronger voice for patients and communities by:

1. Introducing a PCT Prospectus

2. Making proposals on triggering community action – “petitions”

3. Legitimising commissioning decisions

This means it will reinforce the governance framework and budget setting rules as set out in the latest PBC guidance.  There will be clarification about tariff rates for community based services.  There will also be a removal of obstacles in terms of spending on alternatives to hospital admission such as social care to enable PBC commissioners to assert and innovate.

The budget setting process by PCTs will be required to become more rules-based, more consistent and transparent.

In terms of information provision, PCTs will be further enabled to buy in private sector skills e.g. for risk profiling, contracting.

There will be a proposed national model contract to give commissioners real levers and sanctions to use with providers.

It is expected that the primacy of contracts will be emphasised and commissioners will be expected to do a great deal of work January-March 07 to establish more precise activity levels which will be more strongly enshrined in the contracts.

In addition, the “Commissioning for Health and Well-being” follow up to the commissioning framework published in July 05 is planned for release around January/February 07.  This will include guidance about the interface between PBC and social care such as individual budgets.  The guidance will review primary care contracting, the future of joint commissioning and place a strong focus on health improvement and inequalities.  The approach will be permissive, practical, focused on system re-design, inclusive and strategic.

It will be a challenging year for PCTs in developing commissioning, but it will be imperative to engage clinicians through PBC if there is to be any commissioning control in the local system.

It will be important for PCTs to understand what motivates GPs to take part in commissioning and how to effectively provide incentives to enable this.

APPENDIX 2

Practice Based Commissioning: Decision Making Process         
Step 1: From Idea to Agreement to Commission

	Idea from practice or PBC Group or from an initiative agreed by PEC


  

	1A - Idea discussed by PBC Group 
1. Consider whether it helps to achieve the key agreed targets and how many practices in the Locality would be involved 
2. Consult with patients, the public and other stakeholders

3. Develop a business case

4. Include the initiative in the locality business plan/commissioning plan

* See notes below



	1B – Business case agreed by PBC Group 





	1C - Business Case goes to PBC Governance Committee 

showing how the change will deliver key objectives

and that it merits investment of time and risk 




	1D – When PBC Governance Committee has given approval

PBC Locality identifies the project lead and implementation team who are tasked with developing and implementing the project plan for commissioning a new service



	1E – Implementation team draws up service specification and criteria to assess bids to provide the new/changed service.  Members of the panel being established to assess bids are identified


	1F – PBC Locality and PBC Governance Committee agree the service specification and criteria of new service and approve assessment panel membership




Step 2: From Agreement to New Service in Place

	2A - Service Specification put out to tender on geographical basis as per agreement in 1A earlier




	2B – Panel assesses bids received and relevant members negotiate contract with the preferred bidder  ** see notes below




	2C – PBC Locality informed by project lead of outcome of contract being placed





	2D - Contract finalised and signed off by PBC Governance Committee



	2E - Contract commences, new service starts – Project Lead and Implementation Group to meet provider regularly to steer establishment of new/changed service



	2F - Monitoring arrangements established, such as reporting back to PBC Group /PCT on performance




Notes:

* Services are commissioned according to what patients need/prefer rather than what providers are keen to provide so geographical suitability should be considered primarily on the basis of local need but may also take into account the ability/capacity for the service to be provided across the whole locality and prioritise on the basis of patient need if equity is not possible

**The Panel cannot include any parties with a conflict of interest but should include patient representation and independent clinical assessment
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