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Practice Based Commissioning 

Comments on the guidance

1. Introduction

The NHS Confederation’s members are very supportive of the concept that practices or groups of practices should hold budgets for their use of services.  Paragraph 5 of the document states the reasons why this is an important next step and it is also an essential prerequisite for the payment by results system.  However, whilst supporting the policy we have very major concerns about this guidance.  In fact we have never before received such a negative reaction about a policy that most members seem to fully support.

If particular concern is that the guidance does not reflect the culture of shifting the balance of power and combines inappropriate direction on detail and vagueness where detail would be useful.

In the first part of this paper we give our response to the guidance.  In the second we propose some ways that we hope will help make this important policy successful.

2. The objectives of Practice Based Commissioning

The objectives stated in the guidance are:

· To benefit patients by providing a greater variety of services

· From a greater number of providers in settings that are closer to home and more convenient to patients

· There will be more efficient use of services

· Greater involvement in front line doctors and nurses in commissioning decisions

The guidance makes reference to a King’s Fund’s review that summarises the evidence about how practice Based commissioning supports these objectives.  In fact this review provides no evidence at all for the first two objectives and only limited support for the third and fourth.  In part 2 of this paper we propose a different way of stating these objectives.
2.1 Variety of services

The link between practice Based commissioning and the provision of a greater variety of services from a greater number of providers is not clear nor is why this, of itself, is a good thing.  In the absence of price competition it is not clear what advantage a practice has from seeing an increased number of providers (unless practices are to compete for patients on the basis of the quality of their commissioning).  This is particularly true if the budget holders are APMS providers owned by the operators of hospital or diagnostic services.  The guidance is confusing a policy objective about encouraging diversity of provision with those related to practice commissioning.

2.2 Efficient utilisation

This objective follows more obviously from the policy and there is supporting evidence in the Kings Fund Review.  However, the implications in terms of providing information to practices and the time and effort required to redesign pathways should not be underestimated.  Improved pathways might be better developed across larger areas localities or perhaps even larger areas - rather the work being replicated in each practice.  The costs of providers operating multiple pathways for the same condition depending on residence or practice affiliation are very high.  In any case the policy direction of “choose and book” is to standardise pathways rather than to diversify. It is unclear how these two policies fit together.  Whilst PLC will certainly improve micro-efficiency it may not necessarily improve system wide efficiency - for example relocating a minor procedure from a hospital to a primary care setting generates savings and reduces the average cost per procedure but will increase total system wide costs where providers are not able to make adjustments to their cost base.   Dealing with this requires some kind of system wide strategy.  The guidance fails to explain how this can be created and implemented following these changes.
2.3 Bringing commissioning closer to the front line

Practice Based commissioning undoubtedly will bring commissioning closer to front line clinicians and this is an important objective.  However, this was the intention behind the creation of PCTs and if the authors of this guidance believe that this has not happened as much as was desired it might be worth asking whether this is a function of structures or of some other aspects of policy.  It could be that clinical disengagement has other causes such as the multiple functions of PCTs, the requirement to meet targets, a lack of local discretion or other features of the current system.  If this is the case then the development of practice based commissioning whilst desirable for other reasons may not actually solve this problem and other measures will be required in parallel.  If the same constraints are to be put on practices as have been placed on PCTs then the policy may well fail to attract support.  It is interesting to speculate how this month’s new requirement to commission 10% 0f activity in the independent sector will sit with this policy; how this can be managed at a practice level; and the likely response of practices to this new target.

3. Fit with other policy

The tendency for policies to be designed in isolation from each other is a concern for managers responsible for explaining how the system reform process fits together.  The guidance fails to make the connection to a number of important policies including:

· Commissioning for children's services, Every Child Matters and the Children’s Bill 

· Section 31 pooled budgets and partnership working more generally

· Health improvement spending

· The development of case management & other initiatives operating at a supra practice level

· The further integration of health and social care commissioning and provision mentioned in the NHS Improvement Plan

· PFI, ISTC procurement & FT policy require PCTs to sign up to long term legally binding contracts

· Controlling management costs (see below)

· Payment by Results and the resultant changes in PCT allocations seems to have been ignored

The impact of patient choice on commissioning more generally and the potential for PLC to conflict with choice in areas where practices both provide and commission the service are not considered.

4. Commissioning

4.1 The concept of commissioning

There is now a fairly widespread view that commissioning is an unhelpful term because it actually entails a number of quite different activities.  The guidance uses the term commissioning in a number of different ways, in some cases it is used to encompass the whole range of needs assessment, prioritisation, planning, procurement and micro level discussion about clinical delivery: elsewhere it is used much more narrowly.  This paper concentrates too much on the transactional components; in part 2 we suggest a way of defining this that may be more helpful.

4.2 Links to the LDP

The mechanism by which practice decisions are linked to the LDP is not clear.  Unlike examples of practice Based commissioning such as North Bradford it appears that PCTs will not be able to link incentives to particular clinical, service or population health improvements and the achievement of savings is not linked to any specific goals.  The phrase 'within the context of the LDP' is very vague.  Is it the intention that the PCT is responsible for priority setting and resource allocation or is this the role of the practice?  In the first case the practice would be free to explore innovative ways of delivering care and make adjustments to the framework set by the PCT to meet local needs.  In the second the PCT appears to be asked to surrender its entire responsibilities in this area.  More clarity is required and if the second interpretation applies there are some significant governance and accountability issues that will need to be dealt with.    

4.3 Locality commissioning

As the guidance states many PCTs are already working to develop a variety of locally appropriate commissioning arrangements involving localities and groups of practices.  The granting of a right to individual practices to hold a budget paradoxically could undermine this by providing better practices with little incentive to work with those around them.    If larger practices were able to take over commissioning for a locality and supported smaller less well developed practices the policy could encourage locality models.

4.4 Specialist commissioning

The statements made about this are particularly poorly thought through.  It is not clear why if contracting is done by the PCT that practice should benefit from the savings particularly as the level of variation of utilisation of these services are very large even at supra PCT level.  No mention is made of high cost individual packages of care for people with physical disability.  These would produce very serious risks for practices.  

4.5 Mental Health commissioning

There is no mention of this area at all.  At present the Local Implementation Team (LIT) advises the PCT on commissioning intentions, and in some cases undertakes the commissioning itself.  The LIT has a membership covering all major stakeholders, and in particular the users and carer groups. The commissioning arrangements for practices will need to ensure that the progress that has been made in this area is maintained and the special issues around MH commissioned are recognised.   

The absence of a tariff for MH services at present will mean that these services will be subject to price negotiation and as a result many secondary care mental health services would not yet be easy to commission on a practice basis.  However, as the Sainsbury Centre point out, there are particular benefits for practices to be able to commission evidence based talking therapies that will address common mental health problems and people with somatisation disorder

4.6 Ambulance Services

No mention of ambulance services is made at all.  

5. Budgets

5.1 Risk

The guidance does not envisage any risk being transferred to practices.  The budget is in fact only indicative if it is not properly managed, overspends or there are random fluctuations, if it under spends it is a real budget.  The requirement to try to achieve a balanced budget over 3 year period is meaningless.  This may be appropriate as a method of incentivising uptake but it reduces the power of the mechanism and creates a system where all the risk sits with the PCT.  

5.2 Savings

The ability to retain 50% of the savings, charge management costs to the PCTs share and balance the budget over three years will make it very difficult for PCTs to break even.  If we assume that the management costs are an average of half a PCT's share of any savings a PCT would need £4 of savings for every £1 of overspending in order to break even.  This seems very unlikely.  If a PCT had a significant number of practices in the scheme with budgets based on capitation shares there would be no ability to hold a risk reserve.  From this we can only conclude that the DH intends to change the requirement that PCTs achieve an annual balance.  Presumably this radical idea has been agreed with the Treasury, as at first sight it appears to significantly violate public expenditure rules.  Such a change would be welcome although the rules of practice commissioning  (in particular the vagueness about how overspends can be recovered and the omission of prescribing or other practice income from the scheme) may also conspire against break being achievable, even over 3 years, as practices could exit the scheme early leaving their deficits unrecovered.   

This is an area where the general principle could have been stated and left to local discretion.  No rationale for the management cost component being charged to the PCT's share of savings is given.  Apart from the inappropriate level of detail this seems to remove the incentive to practices to keep management costs under control.  

Paragraph 32 suggests that practices should take part in voluntary risk pooling – this is what PCGs were supposed to be for.  Examples from Multifunds already exist and rather than learn from future experience we could take the radical step of learning from the past.  It is not made clear what incentives practices would have to risk pool.  If overspends are underwritten and savings are retained only those practices that thought they would be at risk would have any reason to join a risk pool

5.3 Scope of the budget

The proposal to allow practices to determine the scope of the budget has the advantage that it could allow a practice to focus on an area where there is particular need to improve services.  Without some more explicit link between practice plans and the LDP there is also a danger that areas will be chosen because of the scope for easy savings.  The debate here really depends on how far policy makers are keen to see any sort of movement in the right direction or a more strategic approach.  It would be helpful if the policy was more explicit about this.

The failure to pool the budget with that for prescribing and PMS/GMS is not explained.   This seems a significant weakness in the proposals.  There is a potential unintended consequence that where PCTs are currently operating incentive schemes within prescribing, PMS and GMS they may feel that they need to restrict these in order to manage the risk on practice Based commissioning.

5.4 Community nurses

There is a line in the document, which almost appears as an afterthought, that suggests that community nurses could hold a budget and commission services from themselves.  It is not clear how this is compatible with the right of practice to hold a budget, how a capitated budget could be constructed that would allow this or how this would operate in the absence of any sort of tariff system.   This uses market based mechanisms but without providing any challenge or contestability.   It is unclear what group of patients the nurses would be commissioning for.   If they are practice attached is it for the whole registered population of the practice?  What if they are attached to more than one practice? Is it for their current caseload? 
5.5 Budget setting

The avoidance of the problems in Fund holding that were caused by using reference years is welcome.  There are some issues about the use of weighted capitation as the basis for budget setting that need consideration:

· As part of other policy there is a hope that practices will develop specialist expertise - for example in the management of particular conditions.  Using simple weighted capitation puts them at risk from adverse selection by higher risk patients

· There is a serious mismatch between registered and resident populations in some areas which this policy will bring into focus

· Weighted capitation at practice level has the potential for problems with ecological fallacy - the attribution of characteristics of an area to individuals from an area.  If the great strength of British primary care is its registered population it seems odd not use actuarial estimates of potential costs and risks based on actual registered patient characteristics rather than those that are assumed from generalised knowledge of enumeration districts.  

The problems of small numbers and high levels of variation when allocations are devolved at practice level are very significant.  The guidance does not say how PCTs will deal with capitation budgets where the PCT or practice is very significantly above or below capitation target, there are some significant problems with this:

· The idea of moving to target within three years without any knowledge of the level of variation between practices is extraordinary.  It would certainly produce double digit percentage change with significant windfalls available to practices above target.  

· This problem and the fact that it is very likely that PCTs will not move to target over 3 years will make achieving financial balance even more difficult

· PCT capitation is on a unified basis whereas this is proposal just for HCHS 

A further issue is the somewhat naïve assumption that LDPs are currently financially balanced.  Experience suggests that devolving an already over-committed budget does not produce clinical engagement; indeed it may have precisely the opposite effect.   To a large extent PCTs protect practices from issues related to inherited deficits and distance from target by operating a pooled approach at the PCT level. This will become increasingly difficult within the system as proposed.

6. Management costs and support 

This is another area where the guidance manages to be both inappropriately detailed and vague.  There is no reason given for why the management costs are to be deducted from the PCT portion of savings.  This is very poorly thought through as it breaks the link between investment in management and savings and provides no incentive for practices to pursue economy and efficiency in their management spending.  The proposal to use the PEC as part of this process also needs some debate and is considered in more detail below.  

Paragraph 14 requires that PCTs fund the set up of PLC up front and recoup their share from any savings.  This removes the responsibility from the practice to consider the return on their investment and likely to create a significant further cost pressure.  

Given the shortage of management capacity and infrastructure unless practices are prepared to work in localities it is unlikely that PCTs will be able to provide the level of support that practices will need to exercise these functions.  

Practice management will probably need more than just a development programme in order to take on this challenge.  Member responses indicate that this will represent a very significant challenge on top of existing workload.  The timetable will make the delivery of training impossible before the policy is supposed to start.  

The idea that management costs will be lower than in Fundholding because there is no price negotiation may be optimistic as:

· Significant amounts of work is still not covered by the tariff

· Practices will want to validate their invoices and transactions

· Setting up alternative services requires management effort

· Monitoring quality and developing pathways requires managerial support

· As mentioned practices are not responsible for their own management costs as long as they make savings

Given the political sensitivity of management costs and numbers the guidance is strangely silent on what might constitute a reasonable management cost and how the PEC or PCT should assess this. 

7. Judgements about competence

· The guidance stresses the right to hold a budget but makes no comment about the circumstances in which PCTs might decide that a practice is not appropriately prepared or lacks the necessary skills.  For example, would it be appropriate to devolve a budget to a practice that had consistently failed to deliver on GMS or prescribing budget obligations.  Given that the PCT holds all the risk of overspending this seems inappropriate and removes a key plank of good governance. 
8. PPI and Scrutiny

The guidance provides no information about arrangements for PPI or for the relationship between PLC and OSCs.  If practices are engaged in the full range of commissioning then presumably they should be subject to scrutiny in the same way as PCT.   If a practice proposes a major shift in where or how a service is provided then presumably they will be required to consult the OSC in advance?  

9. Moral Hazard 

Whilst most fund holders acted with integrity there are moral hazards associated with any system with such high-powered incentives particularly where savings are invested in premises or other services in which budget holders have some interest.
  The governance implications of this are significant.

No mention is made of how practices would commission GMS enhanced services – would this be from themselves, other local practices or is it outside the scope of the guidance?  

The decision not to create a setting dependent tariff was designed to provide incentives to redesign care but was taken before this guidance was developed.  The combination of these policies could produce a set of incentives that are more high powered than was originally intended.  This may create profits in excess of those required to provide an incentive, particularly in the short term where there are opportunities to exploit the inadequacies of the tariff.   

10. Role of the PEC

This guidance seems to change the nature of the PEC and create further difficult questions about accountability and governance.  Do we know whether PECs are happy to take on this role? 

11. Arbitration

The proposal to set up an arbitration system of this sort is regrettable and despite the protestations of the document to the contrary will produce a bureaucratic system.  The role of the SHA as an arbitrator seems to misunderstand the statutory accountabilities of PCTs.   The guidance goes as far to specify who the chair of the arbitration panel should be.

12. Implementation

There are serious doubts about the timescale, the data quality, the demands on finance workforce, and the adequacy of budgeting/reporting software. It has been pointed out that GP Fundholding covered a limited range of procedures, took several years to achieve 50% coverage, required substantial management resources to operate, yet Practice Based Commissioning is expected to be in place by April 2005.

The timing of the document – in the middle of the LDP process – and of the technical guidance – only a few months before the start of the process combined with the lateness of allocations is most regrettable.   It does not allow for the huge burden of the  current system reform agenda and its associated implementation requirements and the significant additional requirements associated with this policy. Could a slightly more realistic approach suggest that all PCTs by April 2005 should have discussed with their practices, progress on implementation of nGMS, PBR, choose and book, practice based incentives, the local LDP and how and at what pace commissioning at practice level might fit into local system reform?

13. Competing commissioners

The NHS Improvement Plan stated that the government had examined the idea that commissioners should compete and had rejected it.  This guidance (no more than 4 months later) appears to effectively reverse this.  Whilst there is some merit in this idea of practices appealing to patients on the basis of their approach to commissioning, more discussion and debate might be appropriate for such a significant step particularly as there is already considerable confusion in the NHS about how all the reforms fit together and there is an obligation on the DH to ensure the connection between policies are not further confused and are explained.  

14. Other issues

The impact of PLC on number of other areas require further consideration:

· Unregistered patients and hard to reach populations

· Provider functions of PCTs and their relationship with PLC

· The process for dealing with developments and services that span practices, particularly the development of PWSI services

· The quality assurance of commissioning – Para 31, this huge issue is just touched on 

· Funding for the IT systems mentioned in the guidance – where is this coming from?  In some NPfIT clusters there is as yet no provision at all for basic practice systems let alone this sort of development.

· The guidance implies that APMS providers can hold a commissioning budgets as a right but fails to mention them at all.  Clearly this would have quite significant implications; in particular where the APMS provider is a provider of secondary care services or diagnostics or has shareholders.

15. Conclusion

· There is strong support for developing models of practice based commissioning

· There is a willingness to be radical about how these are designed

· This policy guidance needs significant revision if it is to have any chance of achieving the desired results  

· The guidance seems to have been trying to be permissive but does not allow sufficient local discretion and may inadvertently have undermined existing efforts to develop locality commissioning

· There needs to be a significant reality check of the timescales proposed in the document and the consistency of this policy with concurrent policy initiatives


Practice Based Commissioning

Making the policy work

1. Introduction

This paper has been drawn up following a meeting between Chief Executives, Commissioning leads and NHS Confederation staff with the Department of Health and should be read in conjunction with the Confederation’s comments on the guidance document.

2. Be clearer about the objectives and the spirit of the policy

The purpose of this policy is to improve care, not to make savings.  Savings will result but the objectives of this policy might be better stated as:

· Ensuring clinical engagement in all aspects of decision making about the provision of care

· Providing incentives and levers to support clinicians and practices to improve the delivery of care and the quality of the experience and outcome of care for patients 

· Supporting the process of clinician to clinician dialogue about improving and developing care processes

· Providing clinicians with levers to overcome barriers to improving care

· Creating a system that recognises that clinical decision in primary care have resource implications and providing a mechanism for enlisting the expertise of primary care to help to make the most effective and efficient use of resources

We believe that there is evidence in the Kings Fund Review to support these objectives.  

3. Unpack the idea of commissioning

As noted the document confuses procurement with the process of planning, needs assessment, developing appropriate pathways and other aspects of care.   This initiative is designed to involve clinicians in improving care rather than the more transactional elements of commissioning.

4. Less prescription about the model supported by tough monitoring

The guidance should be less prescriptive about the nature of the mode but hold PCTs to account for their success in delegating commissioning to practices, localities or other structures that meet some broad criteria about:

· Providing incentives and levers to practices and clinicians to make care more systematic, improve outcomes or implement other improvements in services that are important to practices and their patients

· Showing that commissioning is taking place at the most appropriate level

The objection to this is that whilst being permissive encourages innovation it could allow those PCTs that do not support this policy to ignore it or to simply go through the motions.  This might be overcome by asking practices to report on commissioning and their satisfaction with it - rather than asking the SHA to produce an annual report.  Practices' perception of success - perhaps involving benchmarking or peer review from elsewhere would become the measure of implementation.  This recognises that the spirit of the policy is to ensure genuine clinical engagement.  In this model the PCT can only succeed by becoming a ‘servant leader’ and facilitator of practice based approaches to commissioning.    

3.
Develop a compact 

Practice Based commissioning should be based on a compact between the practice / practices and the PCT which will set out how they will improve and change services.  This will need to link to an assessment of need, objectives in the LDP and to the PSA, performance ratings and any contractual obligations that the PCT is subject to such as ISTC or FT contracts.   

The compact will specify an appropriate incentive structure to reward practices for performance.  A method for dealing with savings that reward practices but allows the PCT to remain in financial balance should be specified in the compact.  PCTs should be able to create other funding mechanisms to incentivise improvements that do not generate savings.   Rather than specify an exact level of savings PCTs need to be held to account for showing that they have a clear incentive structure that links objectives to rewards.

The compact should specify how overspends are dealt with and the extent to which practices can be held to account for them.   The compact would also cover those issues where there is a moral hazard problem.  The LMC and the PEC could have an important role in developing this compact.

In time an equivalent of the QoFF for secondary care commissioning could provide a framework locally for practices and the PCT to measure the success of commissioning.

The compact would be the basis for mediation – not arbitration.

4.
Competency Framework

It would be helpful if the guidance set out some minimum standards for practices – this might include:

· A minimum list size.  The administrative cost of dealing with very small lists could make this prohibitive, plus a small practice will be more exposed to annual fluctuations in demand.  Small practices could be encouraged to join in consortia with neighbouring practices.

· A good record on data quality; e.g. high use of NHS numbers, sound information systems etc, no critical audit reports, no outstanding list validation issues (duplicate registrations etc) etc.

· Sound IT systems; GP commissioning can only work if the practices are IT literate and practised in receiving information electronically.

· No outstanding disputes or issues with the PCT; eg PMS/GMS contract signed, no large debts outstanding, low numbers of patient complaints.

· Practices should be able to show how they would propose to manage commissioning.  The portfolio of services that a practice wants to commission needs to make sense; e.g. they could not pick some HRGs from a specialty but leave out others.

· Arrangements for patient and public involvement – the PCT might facilitate these where there are economies of scale

In line with the recommendation about a compact practices would also produce a plan for showing how their objectives would be achieved.  Rather than being turned down practices that fail to meet the competences could be:

· Asked to work in concert with other practices that meet the criteria

· Asked to manage the budget on an indicative basis and to take part in a development programme

5.
Budget Setting

The budget needs to be unified to include prescribing and elements of GMS (beyond essential services). 

Practices must be responsible for their own management costs.  The guidance should permit the development of cost effective and agreed local solutions.

Weighted capitation is desirable in theory but a great deal of work will be required to make to this practical.  Budgets that reflect the characteristics of registered populations.

The general principle of movement to equity of allocation is accepted, but the problems of assessing capitation shares on small populations, and the relevance of the PCTs capitation position and pace of change need to be recognised.  Promising a compulsory move to weighted capitation target over 3 years is impractical.

6. Mental Health and areas where there is no tariff

The Confederation will shortly produce a proposal for how mental health services could be commissioned.  At present we believe that secondary mental health services and the care for those with serious mental health problems should be excluded from the practice based commissioning initiative.  

Community nursing and other PCT provided services do not currently operate on a tariff.  Where it is possible to allocate budgets to practices or groups of practices this should happen.  It might be sensible for PCTs to create mechanisms to ensure that these services are not fragmented; this might include delegation to groups of practices or ensuing that there is consent from other practices for individual initiatives.  The difficult policy question is how to distinguish between a genuine problem of fragmentation and defensiveness by providers.  A process by which the PEC took a lead in judging this might provide the answer.  The consequence is that the judgement and the criteria upon which it is made will need to be local.

Other non-tariff services need to be treated with care as these could create a disproportionate amount of price negotiation.

� See for example:  Brian E. Kouri, R. Gregory Parsons and Hillel R. Alpert.  Physician Self-Referral for Diagnostic Imaging: Review of the Empiric Literature.  Am J Rotengenology  2002; 179:843-850.  This US review reported that where referral is to an outside facility in which the referring physician has a financial interest, imaging is increased by as much as 54%   
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