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I have long advocated the virtues of increased choice in public services, both because it
seems desirable in and of itself, and because of the incentives it provides for providers to
improve the quality of the services that they provide. The present government, to which
I have acted as an adviser, has gone a long way down that route for secondary care in the
English National Health Service, with positive results both for patients’ access to care and
for the outcomes of that care. But extending patient choice in primary care has always
been problematic — despite, as this report points out, the choice of GP being enshrined
in the advertisements that accompanied the creation of the NHS. The difficulties stem
from a number of factors, including the catchment area system of allocating patients to
GP practices, and rigidities in the funding formulae that give GPs little incentive to take
on out-of-area patients, especially those from more deprived backgrounds.

Hence this report is especially welcome. It has many good ideas for develop-
ing choice in primary care, including the provision of independent sources of
information on the quality of services, the use of Health Trainers to advise on
patient choices, and the encouragement of patients actively to re-register with
GP practices every few years. I also strongly support the idea of giving GPs a hard
budget for commissioning secondary care, thus rectifying some of the problems
with the existing system of practice-based commissioning.

But I have a particular, indeed proprietary, interest, in the proposal for a “patient
premium’, whereby GPs who accept patients from areas with the worst health and
deprivation scores receive an extra payment for each one they take. At a Policy
Exchange seminar a few months ago, we discussed this as an extension of the
idea of the pupil premium, a proposal for enhancing the progressive impact of
school choice that I had put forward many years ago, and that was developed in a
recent Policy Exchange publication™"l. The pupil premium — a premium payment
to a school for every child accepted from a deprived area — is designed to give
schools an incentive to take on such children and the resources to help with their
education. The patient premium should work in a similar fashion, providing GP
practices with a direct incentive to take on patients from poor areas, and at the
same time giving them resources to deal with any extra calls on their services that
such patients might make. Both efficiency and equity would be served.

Overall, the ideas in the report, if properly implemented, could lead to significant
improvements in the effectiveness of NHS primary care. They could even contribute to
areduction in that most stubborn of social ills: health inequality. They need to be taken
seriously by whatever government emerges after the next election.

London School of Economics, December 2009

* [ Sam Freedman and Simon Horner, School Funding and Social Justice: A Guide to the Pupil Premium London: Policy Exchange, 2008
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Executive summary

In the last decade choice has become entrenched in the nation’s relationship with
public services; it is core to the new NHS offering. But, choice of GP was the original
NHS offering: “Don'’t forget, choose your doctor now” said the leaflets and advertise-
ments when the NHS was created.! However, we calculate that only 8% of patients
each year are offered a choice in the NHS. In an era when NHS spending is going to
be under intense pressure, we believe that the choice agenda should be embraced as
a way to generate value in the relationship between the patient and the NHS.
Currently, in primary care there is no real choice for patients. Financial
disincentives, arbitrary practice boundaries and undifferentiated services have
not delivered enough doctors where they are needed. Practice boundaries are
geographical catchment areas determined by GPs with the agreement of their
PCT - only patients living inside a particular practice’s catchment area can register
at that practice. In this report we show how, through the mechanism of choice,
primary care can be used to help reduce inequalities in health and better engage

patients in their own healthcare.

Complex yet ineffective NHS resource allocation

In the last twelve years, spending on healthcare in the UK has risen from £36.4
billion in 1998 to £102.8 billion in 2010.%*The NHS now employs more doctors,
nurses and other healthcare professionals than ever before. There are over 100 new
hospitals and waiting lists have all but disappeared. There have been new pay settle-
ments across the board including a series of new General Practice (GP) contracts,
implemented in 2004. However, despite these times of plenty for the NHS, there
are less GPs where they are needed most: the fifth most deprived Primary Care

Figure 1: Number of GPs per 100,000 weighted population by
area deprivation

70

England
average
58.4

60 _ T _ _ _ > ___ P
50
40
30
20

10

FTE GPs per 100,000 population
weighted for age and need

0 —
I I
Most deprived 2nd 3rd 4th Least deprived

Deprivation quintile of PCT

Source: Department of Health. Tackling health Inequalities. 10 years on. 2009.

6 | policyexchange.org.uk



Trusts (PCTs) in England have an average of 54 GPs per 100,000 population on
a needs-weighted basis compared to the fifth least deprived PCTs which have 65
GPs per 100,000 population.*

The Department of Health allocates 80% of NHS resources to PCTs on the basis
of the relative health needs of their populations. There are 152 PCTs in England
with populations ranging from 92,000 to over 1.2 million. Each of these PCTs
is given a single total allocation based on a capitated resource allocation formula,
the results of which vary considerably between regions. In 2009-10 the highest
level of funding was £2,143 per head of population and the lowest £1,253. The
England average was £1,540.°

This system of resource allocation in the NHS is ineffective because some PCTs
receive more funding than they should while others do not receive enough. For
example, Department of Health tables show that Richmond & Twickenham PCT
is over funded by 23.8% according to the needs of its population, yet it is one of
the fifth least deprived PCTs; while Leicester City, one of the fifth most deprived
PCTs receives 7.5% too little funding.®

Bassetlaw PCT -10.6% 72nd Richmond & 23.8% 150th
Twickenham PCT

Barnsley PCT -9.3%  34th Westminster PCT 22.7% 46th

South Staffordshire  -7.9%  117th Kensington & Chelsea  22.1% 70th

PCT PCT

Lincolnshire -7.5%  103rd Hammersmith & 16.4% 33rd

Teaching PCT Fulham PCT

Leicester City PCT -7.5%  21st Lambeth PCT 14.1% Sth

Sources: Department for Communities and Local Government. Indices of Deprivation 2007. Department of Health. 2009-10 and
2010-11 PCT recurrent revenue allocations exposition book.

It is the responsibility of each PCT to determine how best to use their resources
to meet their local needs and priorities and PCTs use a different formula from the
Department of Health to allocate funds to GP practices in their area. But any benefit
and equality achieved from capitating funds according to need is undermined by
a number of additional fixed payments to GPs and GP practices which distort the
market in primary care: the Minimum Practice Income Guarantee (MPIG) and
Seniority Payments account for £405 million per year which is 5% of the total
expenditure on GP services in England. This process of resource allocation tends
to entrench existing provision rather than encourage GP practices or primary care
providers to develop services where they are needed most.

The overwhelming majority of GPs are independent contractors to the NHS.
They operate on a small business partnership model, employing other staff such
as practice nurses, receptionists and even other GPs while retaining a proportion
of the practice profits for themselves. However, a prohibition on the sale of GP
goodwill doesn’t allow well-managed practices to buy out poorer performers, just
as currently happens with accountants, solicitors and dentists. Furthermore, the
introduction of the new GP contracts has seen an uplift in the salary for all GPs, but

4 Weighted for age and to reflect
need for GP consultations, based
on the method used for the
2006/2007 revenue allocations
for primary medical services.
Measured by the Index of
Multiple Deprivation 2004.

5 Department of Health. 2009-
10 and 2010-11 PCT recurrent
revenue allocations exposition
book. December 2008.

6 Department of Health. 2009-
10 and 2010-11 PCT recurrent
revenue allocations exposition
book. December 2008.
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also widening pay gap between GP partners and salaried GPs. The average income
for GP partner in England is £107,667 while that for a salaried GP is £53,940.7

Since 1999, one of the key objectives of resource allocation in the NHS has been
to contribute to the reduction in avoidable health inequalities. Of course, inequali-
ties in health arise not just because of inequalities in healthcare, but because of

inequalities in society such as poor housing.
But in the short to medium term, NHS inter-
ventions such as the prevention and effective
management of risk factors in primary care
(e.g. obesity and diabetes) are most likely
to deliver reductions in health inequalities,
particularly life expectancy.® A Department of
Health review of progress in tackling health
inequalities in England has found significant improvements in the health of the
nation, but nevertheless, considerable variation in health outcomes still persist, and
in some areas the inequalities have actually increased.’ This matters because not only
do health inequalities persist throughout life, they cross generations.

We believe primary care holds many answers for the NHS: 76% of all activity
takes place in primary care, but for just 11% of total NHS costs. Evidence suggests
that health systems that are oriented towards primary health care are more likely
to deliver better health outcomes and greater public satisfaction at lower costs.'?
International studies show that an increased number of GPs are associated with
improved health outcomes for cancer, heart disease and stroke, with increases in
life expectancy; and self-rated health.! Increasing the number of GPs by 10 per
100,000 population reduces all-cause mortality by 5.3%.!2 Achieving this in the
fifth most deprived PCTs in England could prevent over 1,300 deaths per year.

We propose that resource allocation in the NHS should be distributed by the
Department of Health, or by any new independent NHS board, to a much more
granular level - down to individual postcode level of just 15 households - and that
the second resource allocation process performed by Primary Care Trusts should
be abolished. The NHS resource allocation formula should be weighted on a
capitation basis with just three elements: age, postcode and an additional ‘patient
premium’ to act as an incentive to GPs to provide healthcare to patients in areas
with the worst health and deprivation indicators.

However, the choice agenda is not without its critics, and there are many who argue
that choice is only wanted by the better off and better educated and that letting patients
choose will drive up health inequalities and damage the NHS. But the evidence on
choice in healthcare, indeed in the NHS, is that choice is wanted by the people who
need it most: 67% of routine and semi-routine want choice compared to 59% of the
managerial and professional class; 70% of those earning less than £10,000 per annum
want choice, compared to 59% of those earning more than £50,000 per annum, and
69% of those with no educational qualification want choice, compared with 56% of
those with a higher educational qualification.'* So by designing appropriate incentives
the market in primary care can be made to work for those that will benefit from choice
the most: those that currently have the greatest inequalities in health.



So understanding why patients select one GP practice over another is key. In
secondary care — treatment in hospital - access is the most important factor, more
so than avoiding long waiting lists. Our research confirms this to be the case in
primary care: patients want convenient access to GP practices. But our research
highlights the finding that patients value convenience and access more than rela-

tionships with a doctor. The implications of this are profound.

Access

Option to receive treatment there and then 94 %

Ability to see GP in 24 hours 94 %
Emergency walk-in appointments 94 %
Friendly and welcoming receptionist 93 %
Closeness to home 55 %
Waiting time to be seen and treated 44 %

Doctor-patient relationship

Ability to choose GP 79 %
Ability to see same GP on each visit 77 % 25%

* Data courtesy of Virgin. A nationally representative sample of 1,500 adults conducted in February 2006. Base: 1,215 adults
surveyed who are quite or very interested in the new surgery.

** Quality in Healthcare Omnibus survey (Consumers Association 2004). A nationally representative survey of almost 2,000 adults
conducted in March 2004.

In the table above, two nationally representative surveys show that the public view
primary care services as a homogenous consumer product, with access and con-
venience rated more important than personal relationships with a doctor. This
analysis is supported by a small a survey of patients, conducted by the Medical
Technology Group, for this report which found 63% of patients said the most
important choice in primary care was being able to choose a practice where they
could nominate one or more professionals to provide their care, whereas only
35% of patients said that choice of individual GP was the most important factor.'*

There is a lack of high-quality comparable information in primary care. It is ex-
tremely difficult for patients to find out how one GP practice is different or better
than another - 30% of patients say they don’t know where to look for any informa-
tion that might be available. But in the absence of meaningful data in primary care,
simple performance measures can provide a good proxy for clinical performance be-
cause high patient satisfaction correlates positively with good quality clinical care.'®

Patients can rate and review hospitals through the NHS Choices website which
has just been extended to include GP practices. However, we believe that there
should be a clear divide between official and informal sources of information. The
NHS should focus on producing standardised, meaningful and accurate informa-
tion on quality of care and outcomes, whereas personal experience and informal
information should be independent and free from the appearance or threat of
manipulation or bias. We believe that the NHS Choices website should be run by
an independent organisation such as the Consumers Association or I Want Great
Care, which already offers a way to rate doctors in the UK.
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But real healthcare reform as we are proposing can only be driven by putting
patients in control of their NHS. Currently, the default position in primary care is no
choice at all; patients are just not used to it. As a result the primary care market is
largely unresponsive to patient needs. Therefore, we propose that registration with a
GP should become an active process repeated every 2-5 years. However, so that this
mechanism does not entrench inequalities we suggest that Health Trainers should
be used to support patient choice. Health Trainers are already being successfully
used to encourage people in disadvantaged communities to adopt healthy lifestyles.

A fundamental weakness in the way that services are currently commissioned for
patients is that GPs do not hold real budgets. GP practices receive funding for core
services from PCTs, but the majority of funds to commission other services such
as those in acute hospitals or in the community like district nursing are controlled
by PCTs. Practice Based Commissioning (PBC) has been developed in an attempt
to engage GPs in the commissioning process and to try to shift more services into
the community where costs are reduced. But in PBC the budgets are indicative, not
real, and as a result it has yet to deliver benefits for patient care and a significant
proportion of GPs have not engaged in the process. '

This is in contrast to the system of GP fundholding and the internal market
that operated in the NHS between 1991 and 1997, where increased competition
resulted in lower costs.!” GPs became better at allocating resources as they responded
to fundholding incentives and referral rates amongst fundholding practices fell.
Admissions for elective procedures amongst fundholding practices were 3.3%
lower than they would have otherwise been.'® And in attracting on-site services
from hospital specialists, GP fundholders began to move services from secondary
care to cheaper and more convenient primary care settings.'” Fundholding saw
hospital efficiency increase by an average of 1.7% per annum, but after it was abol-
ished in 1997; efficiency fell by an average of 1.6% per annum.?

However, for all the gains in quality, efficiency and system responsiveness, these
improvements applied only to patients of fundholders, with negative implications
for patient equity.*! This raises important questions in terms of how to implement
a national policy of fundholding, since by the time it was abolished only 50%
of GP practices were fundholders. We briefly discuss two possible options for
implementation in Chapter 4.

By shifting budgetary and commissioning responsibility from weak PCT commis-
sioners to those who have most contact with patients - GPs or primary care provid-
ers - services will be more directly focused on the needs of patients. Commissioning
is a complex process with responsibilities ranging from assessing population needs,
prioritising health outcomes, procuring products and services, and managing service
providers. If patients are given real choice and GPs hold the funds, the key activities
in the commissioning cycle will be split between patients, GP practices and new Pri-
mary Care Commissioning Clusters (PCCCs).The existing PCT structures will adopt a
more strategic role in managing the commercial and contractual arrangements with



provider organizations on behalf of the Primary Care Commissioning Clusters. The
structures will remain, but the accountability will be reversed.

However, we should be clear that GP practices or Primary Care Commissioning
Clusters should not commission all services for all patients. The evidence is that
specialised services for complex conditions cannot be sensibly planned, procured
and delivered at a local level.?* Specialised services include rare conditions, kidney
transplants, secure forensic mental health services and services for very rare
cancers which tend to be found in larger hospitals and are commissioned on a
regional or national basis.

Currently, the very rarest of these services are commissioned nationally by
the National Commissioning Group and this system works well for patients,
and feedback is good. Another 35 specialised services are commissioned region-
ally by 10 Specialised Commissioning Groups, but the £4.6 billion of funds for
these services are controlled by PCTs. The result is that none of the 35 specialised
services are being commissioned by all 10 Specialized Commissioning Groups
and no one Specialized Commissioning Group commissions all 35 services. As a
result, care for patients with rare conditions such as Muscular Dystrophy in many
parts of the country currently fall well below a minimum acceptable level.” In a
time when commissioning arrangements and responsibilities are going through
a period of change, we believe that these specialised services should be commis-
sioned nationally, until the strategic commissioning landscape stabilises.

We therefore propose the following measures will put patients in control of
primary care:

A new transparent model of NHS resource allocation including a ‘patient

premium’

1. Resource allocation in the NHS should be distributed directly from the
Department of Health, or any new independent board, to GP practices or
primary care providers. The method for allocating funds should be based
on age, postcode and a ‘patient premium’. The premium element should be
funded by a re-allocation from the Hospital and Community Services (HCHS)
budget and would act as an incentive to providers to deliver healthcare where
it is needed most.

2. Resource allocation budgets should continue to be broken down by special-
ity area such as acute, mental health, maternity, etc so that they can easily be
passed on from GP practices to Primary Care Commissioning Clusters or other
providers or commissioners, if required. A separate amount for out-of-hours
cover should be added to the allocation. Those primary care providers that
want to provide out-of-hours cover themselves might find it offers a competi-
tive advantage to attract patients to their service.

3. Fixed payments which currently distort the market in primary care should be
removed, including the Minimum Practice Income Guarantee and Seniority
Payments. As part of the process of introducing fundholding to GP practices,
restrictions on the sale of goodwill in GP practices should be lifted. This will
enable high performing GP practices to take over poorly performing practices.

4. Funding for national specialised commissioning and specialised services, such
as Muscular Dystrophy should not be included in the resource allocation to GP
practices or primary care providers. It should instead be given to the National

22 Sir David Carter. Review of
Commissioning Arrangements
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to the Department of Health.
June 2006.
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Commissioning Group and delivered centrally until the landscape for strategic
commissioning bodies stabilises. There would be significant cost savings from
centralizing these services as well as considerable improvements in the care for

patients with the rarest conditions.

Registration with a GP should become an active process

5. Registration with a GP should become an active process that needs to be
repeated every two to five years. This would drive competition and contest-
ability into the primary care market. The process of decision making would
better engage patients in their own healthcare as well as give a longer budget-
ary cycle to GP practices, which would also help reduce unavoidable variation
in healthcare spending.

Improving information in primary care

6. Improving information is fundamental to unlocking the potential health gain
from a market in primary care. It should be a priority for the Department of
Health to focus on developing meaningful measurements of performance in
primary care. In the meantime, and since patient satisfaction is the best avail-
able measure of high quality clinical care, independent sources of rating and
patient feedback should be promoted and encouraged. We believe that the
NHS Choices website should be run by an independent organisation such as
the Consumers Association.

7. Health Trainers should be used as the mechanism for supporting patient choice
in primary care in the most disadvantaged areas. They should be equipped
with the means to deliver meaningful information to those households where
they are supporting choice of primary care provider. Developing a knowledge
base of health literacy in the UK will ensure that the most deprived patients

are supplied with relevant information.



Primary care is the place where most serious illnesses first present, but also where
the majority of long-term conditions are managed. The National Health Service
describes primary care as the term for the health services that play a central role
in the local community: GPs, pharmacists, dentists and midwives. However, the
primary care team tends to focus around general practitioners (GPs), since they
are usually the first point of contact for patients, and provide a co-ordinating role
should the patient need the input of more than one healthcare professional. Con-
tinuity of care is an important characteristic of primary care in the UK which is
considered among the best in the world.** Another key function of GPs is to serve
as a gate-keeper to more advanced and more costly types of care from hospital-
based specialists. The NHS requires that patients first register with a GP before they
can be referred to access specialist services in non-emergency secondary care. The
only other way in which an NHS patient can get referred to further services is
through an Accident and Emergency Department.

Since GPs are generalists by training, primary care can provide healthcare for all
conditions ranging from routine screenings and immunisations through maternity
services to management of chronic diseases and even minor surgery. However, a
primary care service appropriate for the needs of future populations will have to be
capable of delivering more services than are currently provided in hospitals, such
as physiotherapy, X-rays, CT scans and blood tests, as well as effectively manage
the increasing incidence of chronic diseases like diabetes. These requirements will
become all the more acute as many commentators believe the NHS will, because of
an inability of resource growth to keep up with rising demand, need to find cost
savings of up to £20 billion over the next 3-5 years.

The establishment of the NHS in 1948 saw GPs arranged as self-employed
contractors. They were contracted to work for the NHS under a General Medical
Services (GMS) contract between the Secretary of State and the individual practi-
tioner, on terms which were negotiated nationally. Ever since, GPs have operated
on a small business partnership model, employing other staff such as practice
nurses and receptionists and retaining a proportion of the practice profits for
themselves. This national monopoly position continued unchecked until 1997,
although the general medical services contract had major revisions in 1948, 1966
and 1990.

Real change came in 1997 when the national GMS contract was supplemented
by the introduction of personal medical services contracts, which allowed local
negotiations between general practitioners and commissioners about service
specification. These personal medical services (PMS) arrangements were taken
up by significant numbers of existing practices, approximately 40%.>* However,

24 C. Schoen, R. Osborn, M. M.
Doty, D. Squires, J. Peugh, and S.
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w1171-w1183.

25 NHS Primary Care Contracting.
Primary Medical Services
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contractors. November 2006.



despite these changes, there continued to be persistent and particular problems
in ensuring enough GPs were located in deprived areas. GPs monopoly on the
provision of primary care underwent major reform with the new GMS contract
in April 2004. This dramatically changed the contractual environment for primary
care, although at the time the Government promised a stronger role for primary

care with more GPs and investment.

The General Medical Services contract was replaced with four separate alternative

contracts which allowed Primary Care Trusts (PCTs) to contract with commercial

organisations that were capable of delivering primary care services in their area:

1. A new General Medical Services (GMS) contract between GP practices and
PCTs. This is the predominant form of contract for GPs and GMS contractors
must always provide the full range of essential services and maintain a regis-
tered list of patients. The contract must be with at least one GP as a provider
of essential medical services.

2. Alocally negotiated Personal Medical Services (PMS) agreement. PMS arrange-
ments are an alternative to GMS, in which the contract (the “agreement”) is
agreed locally between the contractor and the PCT and is designed to encour-
age local flexibility and innovation and a focus on local population needs.
Importantly, however, there is no requirement to follow the nationally agreed
pay structure for GMS and there is no requirement for the contract to be with
a GP provider.

3. An Alternative Providers Medical Services (APMS) contract. This is aimed at
commercial companies employing salaried doctors and is intended to help
reduce areas of historic GP under-provision and improve access in areas with
problems with GP recruitment and retention. Again, there is no requirement
to follow the nationally agreed pay structure for GMS and, in addition, the
APMS contract can be with “any person”, thereby allowing contracts with
commercial organizations.

4. A PCT Medical Services (PCTMS) contract where doctors are employed
directly on a salaried basis by their PCT.

As a result of the above changes GPs no longer have a direct contractual relation-
ship with the Secretary of State because all contracts are between a GP practice or
a company and the PCT. GPs may continue their work as partners in a practice;
as employees of practices, PCTs, or corporations; as directors or shareholders of
commercial companies providing primary care; or as subcontractors to whatever
entity holds the contract with the PCT. At the same time as these new contracts
were introduced, and in order to derive greater market flexibility, GPs or primary
care providers no-longer had to provide comprehensive services to all their pa-
tients. Primary care was separated into three different elements with discretion
on which services should be provided by each contractor resting with the local
Primary Care Trust:

Essential services: These are the core level of service that patients would expect
their GP to provide when they are ill. It has legal basis and includes conditions
from which recovery is generally expected or a referral to secondary care might
be required, and the management of patients with terminal illness and chronic
disease. While GPs are the only professionals qualified to deliver the full range of



essential services to patients, the use of skill-mix by other healthcare professionals
such as nurses will play an important part in effective service delivery.

Additional services: There are a number of further services that general prac-
tice usually provides to patients, such as cervical screening, contraceptive services,
maternity services, child health surveillance, immunisation and minor surgery.

Enhanced services: These are services which a GP practice or primary care
provider can choose to provide, although they must be made available within the
local area by the Primary Care Trust. They include such things as more specialist
services currently provided in hospitals and out of hours care, which is the GP
service delivered between 6:30 pm and 8:00 am on weekdays and at all times
during weekends and public holidays.

Previously, quality rewards for GPs were small, but the new GMS contract has intro-
duced larger financial incentives for delivering measurable levels of quality in patient
care through the evidence-based Quality and Outcomes Framework (QOF).

All these changes to the GMS contract have been criticised as a significant shift
away from government control of public services to public service reform and
control exercised through commercial contracts.?® The principal argument is that
there is a lack of public accountability and that patients have a limited voice in
service delivery. While these arguments might sound ideological; they are also
pragmatic. Services such as out of hours care are key elements of the primary care
model and should not be determined by the closed relationship between PCTs
and GP practices or primary care providers, rather the availability of these services
should be decided by the patient in selecting which GP practice or primary care
provider is best for them. Indeed, a key driver for shifting responsibility for
providing out of hours care during the GMS negotiations was the fact that 84%
of doctors said that they should be able to choose whether or not to provide out
of hours care.”

Furthermore, one of the fundamental aims of the new GMS contract was to
recruit doctors into more deprived areas. However, in 2008, four years after its
introduction the National Audit Office has found that the new contract has not yet
led to a measurable improvement in shifting primary care services into deprived
or under-doctored areas.”® We will show how patients can be given a real choice
in primary care; how they can be better engaged in their own healthcare and how
direct accountability in the NHS can be established.
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There is no choice in primary care

The ability to choose a GP has existed, in theory, since 1948.%° From the outset,
the new National Health Service encouraged patients to fill out an application form
and hand it into their preferred doctor. The message to all households was clear,
“Don’t forget, choose your doctor now” said the leaflets and advertisements.*
But even with the recent NHS emphasis on patient choice only a few patients
actually have real options. The focus of choice in the NHS has been on patients being
referred to secondary care. We calculate that only 4 million patients were actively
offered a choice in the NHS in 2007-08.%! There are approximately 51 million
people in England and Wales registered with a GP, and at this crucial part of the NHS
— the choice of GP - they are being excluded from making choices in the NHS.*?
Because patient choice in primary care hasn’t been a practical option there is
no nationally available information on how patients might choose a GP. National
Patient Choice Surveys slavishly validate the current direction of policy focus
which is for choice of secondary care provider. A recent patient survey in the West
Midlands, however, gives an interesting insight into how some patients compare GP
surgeries.** Patients were asked about sources of information they would use if they
wanted to make a comparison between GP surgeries. The most common answer
given was ‘media’ which included the internet and local press. Most concerning,
however, was the fact that the second most common answer was ‘don’t know’.

Figure 2: Patients’ source of information to compare GP surgeries

9% . % one source

11% % two or three sources

Health organisation

Word of mouth

30%
Don’t know
30%

31%

Media (inc internet) 35%
b

Source: NHS West Midlands. Annual Telephone Survey 2008. Ipsos MORI. September 2008.

Not only is there is a lack of high-quality comparable information on different pri-
mary care providers, patients do not even know where to look for what information
might be available. Providing detailed information solely via the internet may ex-
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clude marginalised groups from making informed choices, since 35% of households
do not have access to the internet.’* The West Midlands survey confirms the potential
for unequal access to information: 39% of residents aged 16 to 24 would be most
likely to use the internet as an information source, compared with 5% of those aged
65 and over.** And only 23% of those aged between 16 and 24 say they don’t know
where to look for information on primary care providers compared with 40% of
those aged 65 and over. Many households without internet access are those that have
a greater need for medical services such as the

elderly, or people without formal qualifications.

Of those aged over 65, 70% have never used

the internet and there is an educational split

between households with internet access: 93%

of individuals with a degree have access to the

internet at home compared to 56% of people

with no formal qualification.

Today therefore, patients have to accept
what primary care services are provided in their area. All GP practices have
practice boundaries, which are determined by GPs with the agreement of their
Primary Care Trust (PCT). Practice boundaries are geographical catchment areas
— only patients living inside a particular practice’s catchment area can register at
that practice. Patients living within walking distance or a short car journey away
from a particular practice cannot register as a new patient if they live outside the
practice boundary, even if it is more convenient for the patient or the GP.

These practice boundaries restrict choice for patients. Since most GP consul-
tations take place during working hours - between 8am and 6.30pm, and since
many people work some distance from their home, accessing a GP can be diffi-
cult for many people who work. In one study of utilization of GP services by
patients with diabetes and asthma, 37% of patients found work commitments
hindered their access to GP services.** And poor work-time access dispropor-
tionately affects manual groups, who are more likely to lose wages from a visit
to the doctor than salaried employees.’” Indeed, there is much lower utilisa-
tion of GP services in general by manual groups — 18% visited their GP once a
month compared to 26% of non-manual groups, and this usage is contrary to
where the burden of disease lies.*® New walk-in centres have been introduced to
give patients an alternative to their registered GP. There are 90 of these centres
which tend to be concentrated in urban areas; however, they tend to be used
by young white property-owning adults, with tertiary education.’” Since this
pattern of usage is contrary to where the burden of disease lies, the failure to
deal properly with access for people at work actually increases inequality. Whilst
the goal of equality can be seen as an ideological argument in its own right, it
is at the core of the foundation and the development of the NHS as an institu-
tion. The principle of ‘equal access to all free at the point of need’ is a crucial
value for the NHS. Anything that detracts from this detracts from the key values
of the NHS and needs tackling.*

Around 3.5 million patients change GP practice each year and may do so for a
variety of reasons, but the most common is because they move house.**} There are
undoubtedly a few, although no official information exists, who change GP without
moving house because they are unhappy with the quality or range of services on offer.
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But simply removing practice boundaries — as the Secretary of State has recently
proposed to do** — will not be enough to generate a responsive and equitable
market in primary care for two reasons. First, because any competitive effect from
the 3.5 million people who switch GP when they move house will be removed;
and second, because making patients move GP practice will favour those that
are more mobile and affluent; it will entrench inequality. Removing practice
boundaries solves the middle class commuter problem; it will not do anything to
encourage GPs to move into areas with the greatest need for their services.

Under-doctoredness restricts patient choice

The Government’s financial commitment to the NHS has seen the number of GPs rise
by 20% over the last 10 years.** However, a growing proportion of GPs tend to work
part-time, with 27% of all GPs now working on a part time basis compared to 18%
in 1998.% As a result, the rise in full-time equivalent (FTE) GPs per 100,000 popula-
tion has been much lower at 11%. Indeed, as the graph below shows the number of
full-time equivalent GPs per 100, 000 population is now falling.

Improving access to GP services was a key aim of government policy, but gaps
in GP provision persist in many areas. Across England around 2%* of practices
are closed to new patients. A further 10% operate an ‘open-but-full’ basis,** which
means that they are not registering new patients, but by technically remaining
‘open’ they are avoiding the financial consequence of operating a ‘closed list’.
Closed and ‘open-but-full’ lists restrict patient choice.

Figure 3: Number of Full-Time Equivalent (FTE) GPs per
100,000 population (excluding GP registrars and retainers)
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Source: NHS information Centre, General and Personal Medical Services, England 1998-2008. 2009.

A breakdown of the national figures shows that there is considerable geographic
variation in the numbers of practices closed to new patients. In some areas, the
proportion of closed lists is as high as 28%. Closed lists are a particular problem in
areas where there are insufficient doctors, the so-called ‘under-doctored’ areas.*’
As seen in the table below, ‘open-but-full’ lists and closed lists*® are found mostly
in the 10% of PCTs with fewest GPs.*'*?
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Rank 10 PCTS with highest % of (all) % of (all) practices Bottom 10 % of
(1 = worst) practices whose list is closed for whose list is closed for PCTs with the
new patients to register new patients to register  fewest GPs*
1 Trafford PCT 27.7% v
2 Newham PCT 18.6%
3 Warrington PCT 17.2%
4 South Tyneside PCT 13.8% v
5 Peterborough PCT 12.9%
6 Salford PCT 12.7%
7 Great Yarmouth and Waveney PCT  12.5%
8 Eastern and Coastal Kent PCT 11.9% v
9 Blackburn with Darwen PCT 9.7% v
10 Hull PCT 8.3% v
England Average 1.7%
Source: House of Commons Hansard Written Answers for 28 Apr 2008 (pt 0037); Department of Health. Our Health,
*Based on GPs (WTE) per 100,000 weighted population Note: PCT boundaries have changed since the 2006 White Paper. PCTs in
bottom 10% with fewest GPs are those whose boundaries now cover the previous PCTs identified in the White Paper.

Moreover, the areas that are under-doctored are those with the greatest need for
healthcare services. On a needs-weighted basis, the most deprived areas have fewer
doctors per head than PCTs in the least deprived areas as shown in the graph
below.>* Primary Care Trusts in the least deprived areas have around 11 extra GPs
per 100,000 weighted population, which is equivalent over 1,000 additional con-
sultations per week.**** But not only do deprived areas have insufficient doctors
the Care Quality Commission has confirmed that the most deprived areas receive
the poorest care from GPs.*® Its recent report which looked at progress on tackling
cardiovascular disease and health inequalities found that GPs in deprived areas are
less likely to refer smokers to stop-smoking services and to prescribe them nico-
tine-replacement products. Smoking is the largest preventable cause of ill health
and premature mortality, so huge opportunities are being missed to tackle the
burden of disease in deprived areas.

The Government has belatedly established a program to address inequalities
in GP access. Since 2008, the Equitable Access to Primary Medical Care services
(EAPMC) has committed new investment of £250 million to support PCTs in

Figure 4: Number of GPs per 100,000 weighted population
by area deprivation
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establishing 100 new general practices in the 25% of PCTs with the poorest provi-
sion and one new GP-led health centre in each PCT in easily accessible locations.
However, since these are allocations to PCTs, there is no market based incentives
to ensure that practices are established in the most deprived areas, simply that the
most deprived PCTs are given funds to establish new GP practices.

Primary care services and the way they are delivered are decided and are controlled
centrally by the State. The line of command from the Department of Health through
Strategic Health Authorities (SHAs) and PCT to GPs is rigidly enforced. However, differ-
ent communities have different needs —the population living in a young, cosmopolitan
conurbation will have very different needs from a rural village. Added to this, different
people in the same community can have very different needs — a mother with two
young children will need access to services distinct to those required by a middle-aged
male commuter. The way these services are delivered matters too. The mother may
prefer to be able to walk to a surgery close to her house whereas the commuter may
prefer to see a doctor close to his work or before or after the working day.

Although GPs as generalists can advise, treat and manage the majority of
medical conditions in a primary care setting, most primary care services are, in
fact, delivered in a very similar way.*’ Investment in the NHS, and primary care
in particular, has tended to roll out more of the same which means those who
have different needs are not being catered for. Yet, differentiated capacity is as
important as quantity of capacity. As Professor Paul Corrigan notes, “the process
of delivering more must coincide with the process of delivering differently.”*®

The 48-hour target is a typical example of the one size fits all approach. One of
the objectives of the NHS Plan, in 2000, was to guarantee for all patients access
to a primary care doctor within 48 hours by 2004.%° GPs delivered this target on
time, but at the expense of patients being able to make advance appointments.
This issue caused Tony Blair, then Prime Minister, some embarrassment on BBC
Question Time after it was raised by a patient’s mother.®® In the most recent GP
Patient Survey, one in five patients was not still able to book ahead beyond 48
hours.®' Being able a see GP quickly is important if you suddenly become ill,
but patients managing a long-term condition, or who do not need to see a GP
urgently, may prefer to plan their visit. The very initiatives which were designed
to improve patient experience have actually incentivized negative behavior.
Top-down control means that flexibility in approach has been lost along with the
ability to recognise the different needs of different patients.

The provision of out-of-hours care provides a similar example. Under the
General Medical Services (GMS) contract implemented in 2004, GPs were offered
the chance to opt out of providing out-of-hours care, which is the GP service
delivered between 6:30 pm and 8:00 am on weekdays and at all times during
weekends and public holidays. By January 2005, less than 10 % of GP practices
were left delivering out-of-hours care to their patients.®? The responsibility for
providing this service transferred to the relevant PCT. The result has been that
continuity of patient care has been damaged and patients do not feel they are
receiving a good service. In a recent survey by the Commonwealth Fund, 15% of

GPs said their patients often experienced problems because care was not well coor-



dinated across multiple sites or providers.®®* The National Audit Office found that
one in five patients were dissatisfied with their experience of out of hours care.®*

But not only is the out-of-hours service worse in the eyes of patients, it costs
more too. Where GPs chose not to provide out-of-hours care they sacrificed
an average of £6,000 per annum to pass on responsibility for providing it to
their local PCT. The figure of £6,000 did not reflect the full cost of providing
the service, but, instead was determined by negotiations between the NHS
Confederation (the NHS employers’ organisation) and the GP Committee of
the British Medical Association.®® After the introduction of the new contract the
Department of Health made provision of £322 million to reflect the known costs
of the existing out-of-hours service, but the actual costs of the new service were
estimated to be £392 million, exceeding the initial budget by 22%.%¢

Because of the problems created by the 48-hour target and the opt out of provid-
ing out-of-hour care, improving routine access to GP services in the evening and
weekends has now become a national requirement.%” PCTs are required to ensure that
at least 50% of GP practices in their area offer extended opening to their patients.®®
This target has now been exceeded with over 77% of practices now offering extended
opening hours, at a cost of £83 million per annum,* but has the problem of poor
access been solved? A survey for GP newspaper found that 10% of GPs reported less
than a quarter of their extended hours appointments were being filled.”® So in these
practices 75% of the nationally mandated extended hours are being wasted.

Alongside improving access to primary care another one of the key objectives of
the General Medical Services (GMS) contract was to redistribute funding for GP
practices in a more equitable way.”' Essential services in primary care, broadly de-
fined as treating those who are sick or believe themselves to be sick’? are funded
via the ‘Global Sum’ payment, which also includes provision for staff costs. Prac-
tices can choose not to provide of out-of-hours care and additional services, such
as vaccinations and immunizations, cervical screening and maternity medical serv-
ices and this reduces their Global Sum payment.

The Global Sum payments are allocated to each GP practice by its PCT accord-
ing to its weighted practice population, which is calculated using a formula with
adjustments according to the age and needs of the practice population. This capi-
tation process from PCT to practice level uses a different formula to the allocation
from Department of Health to PCT level. We will consider the resource allocation
to PCT level later in this report. For the moment, the key issue is that the benefit
of capitating funds according to need are masked by a number of additional
fixed payments which distort the market in primary care: the Minimum Practice
Income Guarantee and seniority payments. The prohibition of the sale of good-
will on GP practices further adds to market distortion by preventing the sale GPs
practices at true and fair value.

Minimum Practice Income Guarantee

During negotiations on the 2004 GMS contract, a deal was struck which ensured
that no GP practices would lose out on funding under the new Global Sum alloca-
tion. The Government gave this concession to protect the historical income of GPs in
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the first few years of the new GMS contract; this is known as the Minimum Practice
Income Guarantee (MPIG). Practices losing out under the Global Sum allocation
receive a correction factor payment which lifts income back to historic levels. As a
result, nearly all practices receive a Global Sum payment which is based on historic
income rather than the PCT to GP practice allocation formula. As from April 2009,
the MPIG is being phased out; however, there is no timescale for it to be removed
completely, with the Department of Health still “examining other ways to resolve the
issue of those GP practices that remain heavily reliant on correction factor payments
[MPIG].””* The concern is that MPIG will be
replaced by another fixed payment which will
entrench old ways of working.

The Minimum Practice Income Guarantee
costs about £325 million annually,”* which
equates to 4% of the total expenditure on GP
services in England.”” Around 93% of GMS
practices receive a correction payment under
the MPIG although the amount received is
unevenly distributed across practices.”® For an average list size of 6,50077 patients,
a practice receiving a median correction factor payment of £12 per patient would
receive an additional £78,000 compared to a practice receiving no payments
at all. By way of comparison, the current capitation General Medical Services
payment for providing primary care services per registered patient is £54.72.78
Typically, therefore, 22% of payments for primary care services are provided on a
historical fixed basis rather according to defined patient need.

Paying such a large fixed sum in addition to a capitated amount has two implica-
tions. First, it provides a disincentive for GPs to take on new patients as the value of
payments on a per patient basis falls with each additional patient joining the practice.
Second, it limits the ability to redistribute funding to the most deprived and under-
doctored areas. Distributing funds in this way would provide a level playing field for
competing providers of primary care services to enter areas where their services are
needed most. We will discuss how this can be achieved later in our report.

Figure 5: Distribution of correction factor
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Seniority Payments

Seniority Payments are only paid to those GP’s who have served for at least 2 years
in an eligible post. An eligible post is a GP partner, single-handed practitioner or
a shareholder in a limited company that is a GMS contractor. Salaried GPs do not
qualify; instead their seniority should be reflected in their overall salary.”® The
amount paid for each GP starts at £600 after 6 years service as a doctor increas-
ing incrementally to £13,900 after 47 years.® Seniority payments under the GMS
contract are worth approximately £80 million each year — around 1% of the total
budget for GP services in England.®' Seniority payments reward longevity and
experience, not merit or clinical outcomes for patients.

Under the new GMS contract the pay of GP partners has risen by 50% on a
cumulative basis over the last four years, while that of salaried GPs has only risen
by 17%.2* In addition, the number of partnerships available to new GPs is fall-
ing. Salaried GPs made up 9% of the workforce in 2004; this has now doubled
to 20%.% It is not surprising therefore to hear that there is growing discord
between salaried and partnered GPs, with recent moves by some salaried GPs to
leave the British Medical Association.®*
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Prohibition on the sale of GP goodwill

Goodwill is an accounting term and may be described as the sum of the intan-
gible attributes of a business which contribute to its success, such as favourable
location, good reputation, the ability and skill of its employees and manage-

> For

ment and its long standing relationships with suppliers and customers.?
accounting purposes goodwill is considered an intangible asset and only tends
to enter the accounting system in connection with its valuation in the price of
acquisition of a business.

When the NHS was established in 1948, the Government compensated GPs for
giving up their right to sell goodwill in order to become part of the NHS. This
ban on the sale of goodwill for a medical practice has remained almost in full
until the present day. Accountants and solicitors, on the other hand, can sell their
share of goodwill upon retirement; similarly they expect to pay for goodwill on
joining a practice. The British Medical Association says that “goodwill... may be
considered as the value of the super profits that the practice can earn where the

fees from such work substantially exceed the cost of the provision.”%¢
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The 2004 GMS contract stated that the existing arrangements prohibiting the
sale of goodwill of a medical practice would continue. However, the Department
of Health subsequently changed this position to ensure that there were no
barriers to prevent alternative providers from providing certain services such as
out-of-hours services, that GPs no-longer wished to provide. The easing of the
restrictions also applied to enhanced and additional services, but not to essential
services.’” As a result many practices have set up separate companies to provide
enhanced services, and goodwill may be traded in relation to the enhanced
services provided by these separate entities.

At the time of the GMS contract, the principle concern about lifting restrictions on the
sale of GP goodwill was that it would fragment primary care services and that young GPs
would not be able to afford to take up parterships.*® While it is certainly been the case
that services have been fragmented by allowing GPs to opt out of providing out of hours
cover, it has been the introduction of a two tier GP contract that has seen the number of
partnerships fall and the number of salaried positions increase.

35,000 - e GP partners
Salaried GPs
30,000 - —
25,000 -
&
9 20,000
o
5 15,000 -
g |
5
2
10,000
5,000
0 T T T T T T T T T T )

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: NHS Information Centre. GP Earnings and Expenses Enquiry. 2002-03 to 2006-07

GPs are self employed contractors and the practices that they have built up have
little or no value to those GPs. A GP’s business is only of value to them if they
continue to work at that practice. By allowing the sale of all goodwill associated
with each GP practice, the option for well-managed practices to buy out poorer
ones is realised. Furthermore, popular GP practices could raise funds to invest in
developing new services based on the true capital worth of their practice.

The valuation of GP goodwill is complex. However, it is suggested that a valuation
of 50% of practice turnover is not unusual, which has been calculated as £160,000 for
each GP in a four GP 10,500 patient practice.®” Since this value currently belongs to the
Secretary of State, it is both a source of financial investment for primary care — up to
£3.5 billion — and a powerful bargaining tool in future contract negotiations, since the
proposals in this report require that the 2004 GMS contract would need to be revised.

Commissioning is the process of ensuring that the health services provided in an
area meet the needs of its population. It is a complex process with responsibilities
ranging from assessing population needs, prioritising health outcomes, procuring



products and services, and managing service providers. Since patients can only
choose from among services that already exist, commissioners try to supplement
individual choices with an overview of the needs of the whole local population.

In 1999, 481 Primary Care Groups (PCGs) were created to hold health budgets
and commission services on behalf of their local
populations of approximately 100,000 people.

They replaced thousands of GP fundholders

and other commissioning arrangements which

Labour had committed to abolish in the 1997

election. Primary Care Groups were considered

to be in the best position to improve local

health and reduce inequalities, by advising on

the use of a unified budget. Introduced at the

same time, the unified budget allowed PCGs to allocate resources for primary or
secondary care according to local needs and circumstances. Unlike GP fundholding,
membership of a PCG was compulsory for GP practices.

Over time Primary Care Groups were encouraged to become Primary Care Trusts
and, in 2002, the remaining District Health Authorities and Primary Care Groups
were abolished and 303 Primary Care Trusts were created, covering on average a
population of 170,000. At the same time 28 Strategic Health Authorities were also
created. In 2006, in order to strengthen management capability, reduce transaction
costs and improve purchasing and commissioning power, the PCTs were merged
to create 152 larger organisations each covering an average population of 340,000.

In the past, the relative weakness of PCT commissioners compared to service
providers such as Foundation Trusts has made it difficult to re-shape services
to reflect changing patterns of need. A great deal of commissioning has merely
entrenched existing services by simply purchasing ‘last year plus inflation’. The
view held by many in research and policy circles, is that commissioners have yet to
come of age in the NHS. Early evaluations by the Department of Health suggested
that commissioning by PCTs was weak.”® The NHS commissioning programme
has been re-launched and re-branded as ‘“World Class Commissioning’, but
evidence suggests that expertise in commissioning in the NHS is being delivered
by services bought in from the private sector.’’ The Health Select Committee has
recently begun an inquiry into commissioning.”*

Commissioners need a good understanding of the needs and concerns of local
people. However, instead of allowing a dialogue with the public about commissioning
to evolve and develop, NHS bodies have been given a legal duty to engage with the
public, because with a “predict and provide’ approach, everything has to be mandated.
Section 242 of the consolidated NHS Act 2006 (formerly Section 11 of the Health and
Social Care Act 2001) places a duty on NHS trusts, Primary Care Trusts and Strategic
Health Authorities to make arrangements to involve patients and the public in service
planning and operation, and in the development of proposals for changes. This legal
duty has become necessary because patients aren’t in control, they have no effective
input into what services are commissioned for their local area. In adopting to legislate
to improve the patient voice, there has been an explicit shift from a model of deliver-
ing public services through ‘command and control’ to one of ‘voice’.”®

Although PCTs have overall responsibility for commissioning services for their
population others take commissioning decisions. A key element of focus for
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improving commissioning skills and shifting services into the community has
been the development of Practice Based Commissioning (PBC), but studies have
found that this initiative “seem[s] to have been little impact in terms of better

services for patients or more efficient use of resources.”®’

The Surrey and Sussex Healthcare NHS Trust is among the worst performing acute
hospitals in the country. Ever since its creation, on 1st April 1998, with the merger of
Crawley, Horsham and East Surrey NHS Trusts, it has been beset by problems. It has
consistently been in the bottom 5% of acute hospitals as rated by various incarnations
of the hospital rating system. %

A review of hospital services in North West Sussex, in 2002, found that East Surrey
Hospital was too small and recommended that a new hospital be built at Pease
Pottage, since the area was projected to have an expanding population.®> However,
these plans were shelved and services continued to deteriorate at the existing East
Surrey Hospital. Following the consistently poor record of performance at their local
hospital a cross-party campaign group was set up by a group of local patients, council-
lors and community leaders in 2006 to re-new the campaign for a new hospital.

This campaign is unique in that it has the support of the majority of referring
GPs in North West Sussex as well as over 12,000 patients that have signed up to the
campaign. It is supported by both Local Authorities — Horsham and Crawley Councils
— as well as West Sussex County Council. Cognizant of the wishes of their local resi-
dents, the councils have expressed an interest in forming a public-private partnership
and are prepared to commit substantial funds to the project. The only public bodies
opposed to the new hospital are the Primary Care Trust and its directing Strategic
Health Authority, but it is these two bodies that are dictating what provision is offered.

A recent review of healthcare and health services in the north-east of West Sussex,
in 2009, commissioned by the Primary Care Trust, did not side with the campaigners
for a new hospital, but interestingly it found that, “the acute and community hospital
system was working at full capacity and that this was an unsustainable position.”*®

The impasse continues. Local hospital services are of poor quality and at breaking
point. Local patients, professionals and elected representatives have suggested a solution,

backed with funds, which the State opposes. Patients and professionals are not in control.

Practice Based Commissioning
Not only did these successive re-organisations temporarily reduce commissioning
capability, but commissioning at PCT level began to be seen as increasingly remote
from individual patients and doctors. Enter Practice Based Commissioning (PBC)
which was introduced in 2005 to return power to frontline professionals to design
and commission more responsive services. In order to spread its uptake incentive
payments were made to nearly all GP practices which cost some £98 million in
2006. However, research by the Audit Commission found that PBC was being led
by a few enthusiastic practices, mainly former GP fundholders. Moreover, in 2008
PCTs reported that PBC had yet to deliver benefits for patient care. *®

The main difference between PBC and the system of GP fundholding is that
budgets are indicative, not real, and as a result a significant proportion of GPs have



not engaged in the process. The most recent Department of Health GP practice
survey found that 26% of practices had not commissioned any new services and
35% had only commissioned one or two new services since the introduction of
PBC four years earlier. There has also been poor service innovation with only 53%
of practices providing more services themselves; and 66% saying that indicative
budgets have made little difference to their practice. Only 29% of GP practices
think that PBC has improved patient care.”

The replacement of GP fundholding, Practice Based Commissioning, has not
been a success.'® It is not supported by GPs and has not delivered a step-change
in commissioning skills and capacity.'®" On the whole, GPs tend to be more
interested in directly providing services on a small scale and in a few clinical
areas rather than getting involved in commissioning services for an area. There
will, however, be a few entrepreneurial GPs that will engage in commissioning
services, so it is important to design a mechanism where they are in control.

Specialised commissioning

Not only is the status quo in commissioning failing to meet the needs of the ma-
jority of patients, but specialised commissioning arrangements are also failing to
meet the needs of the few people with rare and complex conditions. Specialised
services are those services provided in relatively few specialist centres to catch-
ment populations of more than a million people. They tend to be found in larger
hospitals in cities and regionally-commissioned specialist services include kidney
transplants, secure forensic mental health services and services for very rare can-
cers.The evidence suggests that specialised services for complex conditions cannot
be sensibly planned, procured and delivered at a local level.!?* It is the very es-
sence of the NHS that everyone counts in this comprehensive service and no-one
should be left behind, simply because they are unlucky enough to develop a rare
and complex condition. But the NHS has a tendency to muddle which services are
best delivered locally and which are best delivered nationally.

Currently, specialised commissioning is delivered at two levels. The National
Commissioning Group (NCG) covers extremely rare conditions where the
national caseload is fewer than 400 people and includes services such as heart
and lung transplantation. The total annual budget is £346 million and was previ-
ously delivered by a central Department of Health budget. From 2007-8, however,
funding has been given to PCTs and then levied to the NCG on a fair shares basis.
This system works well for patients, and feedback is good. But the way money is
allocated and then withdrawn causes resentment with PCTs.

The second level is commissioning by one of ten Specialised Commissioning Groups
(SCGs). They were established following a report into Specialised Commissioning,
in 2006, by Sir David Carter which recognized that Primary Care Trusts were not
collaborating effectively for patients with rarer conditions.'® As a result, specialised
services were arranged to be either commissioned regionally, by 10 Specialised
Commissioning Groups, (SCGs) or nationally by the National Commissioning
Group. The division depends on the rarity of the condition or treatment — each SCG
acts on behalf of a population of about five million — and the funding to commission
these specialised services - some £4.6 billion each year - is given to PCTs. However,
the 10 regional Specialised Commissioning Groups are all formal sub-groups of
their Primary Care Trusts and so the control of this commissioning still lies with 152
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PCTs. The result is that none of the 35 specialised services are being commissioned
by all 10 Specialized Commissioning Groups and no one Specialized Commissioning
Group commissions all 35 services. Consequently, care for patients with rare condi-
tions such as Muscular Dystrophy in many parts of the country currently fall well
below a minimum acceptable level.'” Compared to our European neighbours,
the UK lags behind in the provision of specialist services, support for independent
living and survival into mid-adulthood for men with Muscular Dystrophy.'®® Similar
shortcomings are found in the care for patients with Parkinson’s disease, and spinal
injury.'° Obviously there are no such unacceptable variations in care for the condi-
tions commissioned by the National Commissioning Group.

As is the case with these complex and rare diseases, there is usually only ever
one best way of providing care, yet the current arrangements encourage unneces-
sary multiplication of commissioning processes. Specialist knowledge tends to lie
with providers, not commissioners. And small activity volumes make it virtually
impossible for patients to have a choice of provider, since high costs of entry mean
there is a limited role for competition to improve quality. Patients’ groups have
to spread limited resources into ensuring services commissioned by the ten SCGs
are uniform. Moreover, because the power relationship of the SCGs rest with their
constituent PCTs, it is the PCTs that choose what is commissioned. Recent history
has shown us that, in times of austerity, PCTs will pull money away from commis-
sioning services for patients with rare and costly diseases to shore up expenditure

elsewhere.!?’

The difference between the successful national commissioning and
the patchy SCG commissioning shows how centralisation of these types of service

can improve care for patients who would otherwise get left behind.

The political rhetoric and intended policy direction over the last two decades has
been about strengthening primary care and making it easier for patients to change
doctors. However, the results suggest that implementation has been flawed, pos-
sibly derailed by changes in government; compounded by a misunderstanding of
the negotiating power of doctors.

There is no effective choice for patients in primary care. Financial disincentives and
arbitrary geographical boundaries have not produced enough doctors where they are
needed. Patients do not have enough say in the services that are on offer, nor where they
are offered. We believe that a model of choice and competition should be extended
into primary care; it should be set free to innovate and lead the drive in reducing our
reliance on expensive acute hospital care. Patients need to be put in control.

The fixed payments which distort the market in primary care should be removed,
including the Minimum Practice Income Guarantee and Seniority Payments.

The prohibition on the sale of goodwill in GP practices should also be lifted.
However, simply lifting this prohibition would automatically create value in the
region of £3.45 billion in the hands of GPs. Since further recommendations in
this report require that the GMS contract be renegotiated we believe that this value

be used in the negotiation process in a, “something for something deal”.'?®



At present patients and citizens do not have meaningful choice in primary care.
Some of the problems we discussed in the previous chapter directly restrict patient
choice: closed practice lists, areas of under-doctoredness, funding disincentives
and undifferentiated services. It is unlikely that these barriers would have arisen if
primary care provision was designed around the needs of patients.

This means we are missing out on the considerable benefits of choice. Choice
is good, both intrinsically, and as a mechanism for achieving change. Extending
patient choice into primary care can improve outcomes for patients, produce
efficiency savings and even help to support the democratic process through
active citizenship. Choice can empower patients, by engaging them in a decision-
making process — choosing their GP — from which they were previously excluded.
Our aim is for patients and citizens to actively consider what they want most
from their doctor or primary care provider. But also, so long as there are alterna-
tives, greater choice introduces competitive pressures. If patients start choosing,
primary care providers will start to respond directly to patients and citizens and
their differing needs and wants. If a primary care provider started to lose patients,
it would be a sign that services need to improve.

However, just providing choice is no panacea. For choice to be meaning-
ful, institutions need to be built around supporting patient decision making.
Pro-competitive strategies, coupled with adequate support for marginalised or
more vulnerable patients is essential, so that health inequalities are not widened.

Choice reflects a strict preference of one thing over another. Rational choice theory is a
framework for understanding choice in terms of social and economic behavior. It
suggests that in making choices an individual should be faced with a set of alterna-
tives, such as different primary care providers or GP practices and that there should
be different possible outcomes for each choice. For example, one GP practice could
be near to the patients work while another GP practice might offer longer appoint-
ments. Rational choice theory says that people will maximize their benefits and
minimize their costs. So in our example, the patient that values a GP practice near to
their work more than a practice offering long appointments will choose the practice
near their work. However, if there is a GP practice offering long appointment and
is near to the patients work, then that will be the preferred option.
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Two assumptions are necessary under this model: first, that patients have
adequate information about what will occur as a result of any particular choice they
make. Second that patients have the time and ability to weigh up these choices. At
present, it is difficult for patients to weigh up their options — as they do not have
access to good information, or the tools that will help them make these choices
easily. Without access to comparable information patients will not be able to align
their preferences with their choice of preferred provider of primary care services.

In the UK, the easiest choice in primary care to make is no choice at all.
People just are not used to it. The way healthcare services are provided is decided
centrally: practice boundaries are decided by the Primary Care Trust and there is
little or no differentiation in the services on offer. Limited choice, both in terms
of the number of providers to choose from and the range of services on offer, is
reflected in habitual behaviour.

One of the aims behind a pro-choice policy is to increase patient involve-
ment in decisions about their healthcare. The challenge is to turn people from
passive, habitual consumers of primary care services to fully engaged citizens,
displaying complex choice behaviour. Below is a suggested model of choice
in primary care which has been adapted from a model of complex consumer
buying behaviour.

‘Fully engaged’
Complex choice behaviour

\

Habitual
Current position in primary
care

Source: Adapted from Kotler & Armstrong, Principles of Marketing. Prentice Hall 2001; and Henry Assael, Consumer Behaviour
and Marketing Action. Kent Publishing Company 1987.

If patients are to have more choices in primary care, indeed more choices across
the NHS, we need to have some understanding of the health literacy of the popu-
lation. We must be able to show that patients have the capacity to obtain, process,
and understand basic health information and services needed to make appropriate
health decisions. Evidence from the USA shows that low health literacy is linked
with poorer health, higher prevalence of co-morbidities, poor access to health
care'” and ultimately higher mortality.''® There is, however, no information on
health literacy in England.'"



Making the case for choice in healthcare

Despite this lack of formal information, there is some evidence that the process
of being offered and discussing choice helps patients engage in healthcare deci-
sion making. The 2009 National Patient Choice Survey found that 41% of patients
not given a choice by their GP were indifferent about the hospital that they
went to. When patients were given a choice of hospital, only 4% said they were
indifferent about their selection, with 89% saying they went to the hospital they
wanted. If patients are given a choice they will engage in the process of selection,
and the experience of secondary care reveals that choice leads to satisfied patients.
And furthermore, patients’ ratings of their own care shows that those who had
chosen an alternative hospital tended to have a more positive view of their care
than those who stayed put, particularly if their care had been in an NHS treatment

centre specialising in elective surgery or in the private sector.''?

Figure 9: Percentage of patients who were able to go to the
hospital they wanted, by whether they were offered choice
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Do patients actually want choice?

Public survey data by the Consumers Association in 2004 show a high preference
for choice in primary care with nearly 90% of survey respondents agreeing that
people should be able to choose their GP and over 70% agreeing that patients
should be able to choose whether to see a GP near their home or work; and at an
appointment time convenient to them.''* A survey of patients conducted by the
Medical Technology Group for this report found that 88% of patients thought that
people should be able to choose their GP.

It is also illustrative to compare the satisfaction levels in the UK to those in the
rest of Europe. A comparative survey of European patients’ views on choice in
health systems shows that the UK scores particularly poorly.!'* The study found
that only 30% of patients in the UK were satisfied with the opportunities to make
choices about their healthcare, whereas in Spain the figure was more than double
at 73%.

The European wide survey also offers some data on preferences for choice in
primary care. It found that the overwhelming majority of patients in the coun-
tries surveyed thought that there should be a free choice of primary care doctor.
However, compared to other countries the UK had one of the lower scores

112 Coulter, A., Le Maistre,

N. and Henderson, L. (2005)
Patients’ experience of choosing
where to undergo surgical
treatment. Oxford: Picker
Institute.

113 Which Choice? Health.
Which? 2005.

114 Angela Coulter, Crispin
Jenkinson. European patients’
views on the responsiveness of
health systems and healthcare
providers. European Journal of
Public Health, Vol. 15, No. 4,
355-360. 2005

policyexchange.org.uk | 31



115 Public Responses to NHS
Reform, Appleby and Alvarez,
British Social Attitudes Survey
22nd Report, 2005 as quoted in
Department of Health. Choice
matters: Increasing choice
improves patients’ experiences.
2006

116 Picker Institute. Patients’
experience of choosing where
to undergo surgical treatment.
Evaluation of London Patient
Choice scheme. 2005

with 87% of patients thinking they should be able to choose GP; the highest
was Germany and Poland with 98%. Patients were also asked whether they had
sufficient information to support their choice of primary care physician. Again,
the UK came towards the bottom of countries studied with only 40% of UK
patients reporting that they had sufficient information, compared to 53% in Italy
for instance.

The study noted, specifically, that overall less than half of all patients reported
being able to make an informed choice of primary care doctor, even though
such choice is, in theory, unconstrained in the countries surveyed. The study
suggested that, one of the reasons for the difference in the extent to which
patients expect choice and to be actively involved in decisions about their own
health is because of the country’s prevailing medical and societal culture. If it
is paternalistic, both patients and doctors are likely to assume that healthcare
decisions are the responsibility of the state, or their doctor. The assumption is
that, compared to the rest of Europe, we have a paternalistic ‘doctor knows best’

culture in healthcare.

Spain 73% 89% 30%
Switzerland 70% 93% 52%
Sweden 45% 86% 31%
Germany 43% 98% 52%
Italy 38% 86% 53%
UK 30% 87% 40%
Poland 15% 98% 43%

Source: Angela Coulter, Crispin Jenkinson. European patients’ views on the responsiveness of health systems and healthcare
providers. European Journal of Public Health, Vol. 15, No. 4, 355-360. 2005

More detailed information on UK attitudes towards choice in healthcare is seen in
the British Social Attitudes Survey, which reports 53% of people want to be able
to choose the date and time of their healthcare appointments; 63% their hospital;
and 65% their treatment.'"®

Choice of secondary care provider in the NHS is proving popular with patients.
In one major pilot scheme, the London Patient Choice project, which ran from
2002 to 2004, patients waiting for elective surgery were given the choice of faster
treatment at one of two alternative providers. Not all patients were offered choice,
only those likely to have to wait more than six months for surgery at their ‘home’
hospital. Nevertheless, the ability to choose was popular: 67% elected for faster
treatment; and 97% of those said they would recommend the scheme to others.''®
A national choice scheme was rolled out in 2006, and from April 2008 patients
have been able to choose to have their treatment at any hospital provider meeting
NHS standards and costs in England.

So as choice becomes part of the core NHS offering, patients and citizens will
expect ever more and if it is not available they will begin to question why their
options are being limited. Over a 21 month period, from June 2006 to March



2009, the number of patients becoming aware of choice in healthcare increased
dramatically from 29% to 50%.'"” The 2009 National Patient Choice Survey
found that more patients are aware that they are entitled to a choice of hospitals
before they visit their GP than are actually offered it.!'® This growing awareness
of choice will itself become the driving force for change, as patients assert their
right to choose. Failure to respond to the gap between what people expect and
what choices they have on offer will lead to patient dissatisfaction and disengage-
ment. There are also powerful generational differences which will help drive the
cultural change for increased choice in healthcare. Compared to older generations,
younger people expect a greater role for patients in healthcare decision making. '**
Over time this generational difference will promote wider cultural change about
patients’ expectations and power relationship with doctors and the State.
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The critics of choice in the NHS, and there are many, argue that it is only wanted
by the better off and better educated and that letting patients choose will drive
health inequalities and damage the NHS. But surveys tell a different story: 59%
of people from managerial and professional backgrounds say they want choice,
while among those in semi-routine and routine occupations those wanting choice
rises to 67%."'*°

Proponents of choice in public services are backed by the evidence which shows
it is wanted by the majority of people, and importantly, it is wanted particularly
by the people who need it most: the unemployed, individuals with low income
and poor educational qualifications who use health services less than their rela-
tive to need.!?"!22 Studying take-up of choice in healthcare shows that exercising
choice does not vary with social background, so long as long as patients are given
adequate support. Again, evidence comes from the London Choice Project where
an evaluation found that patients under 60, educated beyond statutory school
leaving age, with above average earnings and ‘good’ health, were more likely to
consider having their treatment at an alternative hospital. However, in practice,
patients from all backgrounds were as likely to choose to have their treatment
at an alternative hospital. When the actual take-up of choice is properly assessed,

most of the differences between socioeconomic groups disappear.'**
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Difference in percentage of patients on hospital waiting lists willing to
consider alternative hospital before surgery and percentage actually

% “definitely” or “possibly” % opting for alternative
willing to consider hospital
alternative hospital

% of % % of %
patients difference patients difference

Age-group over 60 76% 12% 65% 4%
under 60 88% 69%

Eductaion status basic* 79% 8% 65% 2%
higher 87% 67%

Employment status  not employed 77% 13% 63% 10%
employed 90% 73%

Household income  below average** 79% 14% 68% -1%
above average 93% 67%

Health status poor*** 79% 5% 69% -3%
good 84% 66%

* Completed eduction at statutory school leaving age

** Below £20,000 per annum

*** “Eair”, “poor” or “very poor” on six-point scale

Source: Picker Institute. Patients’ experience of choosing where to undergo surgical treatment. Evaluation of London Patients Choice scheme. 2005.

The level of support given to patients was an important feature of the London
Choice pilot, and may have addressed the potential for inequalities between socio-
economic groups. The majority of patients selecting treatment at an alternative
hospital took up the offer of free transport and the study cited this as being a key
factor in promoting high rates of uptake of the alternative hospital . In addition,
patient care advisors guided patients through the process of choosing a hospital,
helping them to make a decision and coordinating the arrangements for those
who opted to go to an alternative hospital.'?* Patients highly valued this supported
choice mechanism with 93% of patients rating the quality of service provided by
the patient care advisors as “good”, “very good”, or “excellent”."*

A recent study in the British Medical Journal has confirmed the equity findings
from the London Choice Project. It has studied NHS waiting times and their link
with deprivation over the period 1997 to 2007 for hip and knee replacements
and found specifically, “In 1997 waiting times and deprivation tended to be posi-
tively related. By 2007 the relation between deprivation and waiting time was
less pronounced, and, in some cases, patients from the most deprived fifth were
waiting less time than patients from the most advantaged fifth.” The implication,
as the authors note, is that the reforms of choice and contestability introduced
into the secondary care market did not harm equity, as had been feared.

Can giving choice to patients improve their health?

To date NHS reform has focussed mainly on organisations that provide healthcare,
or in economic terms, supply side reform. Demand side reform is fundamental to
improving healthcare and this can be achieved by better empowering and engag-
ing patients and citizens.'”® Engaged patients become more aware of their condi-
tion and more likely to seek out information and resources for effective self-care.
Empowering patients through choice dips into an, as yet, untapped resource which
will help reduce the overall burden of healthcare.
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The Wanless Review, Securing our Future Health: Taking a Long-Term View, suggested that
patients themselves can contribute to improving productivity in the NHS. It was
the first ever evidence-based assessment of the long-term resource requirements
for the NHS, and calculated that the cost to the NHS of not engaging the public
in their health could be as much as £30 billion by 2022.The review made it clear
that increasing funding would not succeed in transforming the health service
unless it was accompanied by radical reform to tackle underlying problems such as
poor access to services, poor quality of care and poor outcomes. It proposed three
scenarios based upon differing levels of public engagement in health:

Slow uptake — there is no change in the level of public engagement: life expect-
ancy rises by the lowest amount in all three scenarios and the health status of the
population is constant or deteriorates.

Solid progress — people become more engaged in relation to their health: life
expectancy rises considerably, health status improves and people have confidence
in the primary care system and use it more appropriately.

Fully engaged — levels of public engagement in relation to their health are high:
life expectancy increases go beyond current forecasts, health status improves dramat-
ically and people are confident in the health system and demand high quality care.

The Review argued that the ‘Fully engaged’ scenario could be realised only by achiev-
ing a dramatic improvement in public engagement in healthcare: twice the number
of patients would need to self-care; health-seeking behaviour would have to increase,

with each patient making an average of one additional visit to their GP each year.'”

UK life expectancy at Men: 78.7 Men: 80.0 Men: 81.6
birth by 2020 Women: 83.0 Women: 83.8 Women: 85.5
Acute ill healthamong  20% increase 5% reduction 10% reduction
elderly
Obesity prevalence No change* Meets Health of the Health of the Nation
rates Men: 17% Nation target target met rapidly and
Women: 21% Men: 6% maintained
Women:8% Men: 6%
Women:8%
Health inequalities: No change Meets Public Service Public Service
gap in life Agreement target: Agreement target met
expenctancy** At least 10% reduction rapidly and exceeded:

At least 10% reduction

* % of adults obese including morbidly obese. Based on 1998 data (most recent available at the time)

** Gap in life expectancy between the fifth of areas with the worst health and deprevation indicators (the Spearhead Group) and the
England average.

Source: Derek Wanless. Securing our Future Health: Taking a Long-Term View. HM Treasury. 2002.

Since the publication of the Wanless Review in 2002, data on the health status of
the population suggests that the UK is on a path somewhere between ‘Slow uptake’
and ‘Solid progress’.'*° Some trends, such as obesity levels, have not been reversed
although it should be noted that the forecast figures given in the Wanless scenarios
were based on projections from 1998. Today obesity levels are around 24% for
men and women,"*' compared to 22% for men and 23% for women in 2002
when the Wanless Review was published. It should also be noted that, the Govern-
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ment’s target to reduce the gap in life expectancy between the most deprived areas
and the England average has been missed.

The term ‘choice’ is in itself politically persuasive and the choice agenda has been
pursued by politicians in the UK and the rest of Europe. Writing in the British
Journal of General Practice, Bryant et al note:

“Policy preference for the word ‘choice’ (which suggests options) over ‘decision’ (which suggests
process and effort) may seem a more palatable way of phrasing what are often difficult cognitive

and emotional tasks with potentially life-changing outcomes.”'32

They suggest that framing decisions as choices may make options seem more at-
tractive, even if, in reality, these choices do not confer any additional benefit to
patients. However, extending choice into primary care is important because it gives
real options to patients and citizens; it gives them a real and meaningful input into
the NHS. Patients with the power of exit are in control.'?*

The appeal of the simple economic argument in favour of choice is strong:
introducing choice and competitive pressure helps make organisations more
efficient. They reduce costs and improve their services in order to attract
patients, and such continual drive for improvement is good for the health-
care economy. Patient choice acts as a major driver for efficiency and service
improvement.

Systematic reviews of choice and competition in the NHS are limited to a
few specific examples.'**'*¢ The internal market in hospital care that operated
between 1991 and 1997 encouraged competition between NHS hospitals for
contracts for hospital care from District Health Authorities and much smaller
GP fundholders. Reviews suggest that increased competition resulted in lower
costs; with those hospitals that had greater business from fundholders posting
lower prices. Fundholders were also beginning the movement of services from
secondary care to cheaper and more convenient primary care settings since they

138

were able to attract on-site services from specialists. In addition, hospital

efficiency increased by an average of 1.7% per annum, but after fundholding
was abolished in 1997; efficiency fell by an average of 1.6% per annum.'®
GPs became better at allocating resources as they responded to fundholding
incentives and referral rates amongst fundholding practices fell. Admissions for
elective procedures amongst fundholding practices were 3.3% lower than they
would have otherwise had been.'*® Furthermore, fundholding may have helped
reduce waiting times by about 8%.'*! However, it should be noted that because
information on quality was limited (and still is) a number of studies found
that the quality of care actually fell during the period of the internal market.
Professor Carol Propper, the author of a number of reviews of clinical quality

and fundholding commented:

“This combination of falls in price and quality fits with the predictions of economic theory:
where demanders are sensitive to price and quality information is weak, both prices and quality

are likely to fall as competition increases.”'*?



We will address the issue of information later. But for now we should note that
for all the gains in quality, efficiency and system responsiveness, these improve-
ments applied only to patients of fundholders. Thus the choice given to GPs had

43 and so the lesson to be learned is that

negative implications for patient equity
extending any system of GP fundholding must be applied equally to all practices
and providers.

The experience of competitive tendering for support functions in the NHS
also offers some direction. In 1983, the Department of Health published guid-
ance asking health authorities to test cost effectiveness by subjecting the award of
contracts for provision to competitive tender. Subsequent evaluations shows that
competitive tendering did save the NHS money, but the extent of these savings
varies between 6% - 20%.'**'*> Concern was raised over the inability to sustain
these large cost reductions with commentators suggesting imperfect market
conditions such as information asymmetry; ‘cherry-picking’ and increased effi-
ciency of the public sector in bid preparation and tendering.'*

The introduction of Independent Sector Treatment Centres (ISTCs) has been
widely criticised, but they offer another lesson on how choice has the potential
to improve healthcare. ISTCs were introduced in 2003 to increase NHS capacity.
The aim was to separate routine hospital surgery from emergency work in order
to clear waiting lists, but also to introduce external competition for NHS hospital
trusts. The introduction of ISTCs would have been a valid model of competition
if they had been paid in the same way as other providers. However, for the first
five years ISTCs were paid guaranteed revenue regardless of whether the activity
was undertaken. The second wave of ISTCs was paid on a slightly different basis,
but were still guaranteed and paid for a particular volume of patients regardless
of actual activity. In 2007/08, ISTCs only contributed to 1.7% of elective hospital
activity, which is not a large enough scale to introduce system wide competitive
pressure and improvement. In an early evaluation, the Audit Commission found
that patients’ appetite for choosing ISTCs was small, but satisfaction was high.
More importantly, it found evidence that some providers within local health
economies felt that the fear of real competition introduced by ISTCs has produced
increases in overall efficiency.'*” As the Audit Commission noted, “the fear of the
impact of choice” is leading to a change in attitude of providers.'*® Organisational
reputation appears to be important - even in the NHS - which is the expected and
appropriate response to competition.

Choice is becoming entrenched in the nation’s relationship with public services;
it is core to the new NHS offering. In an era when NHS spending is going to be
under intense pressure, the choice agenda should be embraced as a way to gener-
ate value in the relationship between the patient and the NHS. However, choice
and competition can only succeed in delivering better value and improving public
services if institutions and markets are appropriately designed. We need to be cau-
tious in the design of competitive measures so that information is not restricted,

and most importantly, so that choice benefits those that need and want it the most.
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Despite choice of GP being a fundamental aim when the NHS was created, there
is precious little data on what patients want most in primary care. Resistance to
extending choice in public services, especially in healthcare comes from the con-
cern that the affluent and educated would have better access to information and
will exercise better choices.'* But the provision of better information is a relatively
simple problem to solve. The key issues about extending choice in primary care are
understanding why people select one GP practice over another and whether these
choices can have any impact on improving healthcare.

As we have seen, choices reflect a person’s preference for one thing over another.
These preferences are unique to each person, but rational individuals will choose
to maximize the benefit to themselves, and to minimize any potential costs. In
selecting a primary care provider patients have to make trade-offs — for example,
picking a practice with longer opening hours which might be further away from
their home. Patients will make choices based on a few key preferences, or deter-
mining factors.

In secondary care, where choice has been a policy priority for a few years, there
are a range of studies looking at patient preferences. The London Patient Choice
Project is a rich source of data, and one assessment of this pilot study has found
that patient choice behaviour is complex and suggested that choice depends on
the circumstances under which it is offered.”*® For example, people were less
likely to choose an alternative hospital with a shorter waiting time the further the
location of the hospital was from their home. For every hour of travel, patients
required a reduction in waiting time of around 2.1 months to choose the alter-
native hospital. The study also revealed a strong preference not to travel abroad,
even if their transport was paid for by the NHS. Patients required a substantial
reduction in waiting time, of around 5.4 months, to take up surgery abroad.
Moreover, independent polling shows that 85% of people agree that access to a
good local hospital was more important than having more hospitals to choose

between.!*!

In terms of secondary care, patients want good local services: access
is a key determining factor.
Interestingly, however, the most recent National Patient Choice Survey suggests

that access is no longer the key determinant for patients choosing hospitals. In



Understanding the power of choice in primary care

March 2009, most — 74% - of patients selected ‘hospital cleanliness and low infec-
tion rates’ as an important factor when choosing a hospital, compared to only
half — 53% - who selected ‘location and transport considerations’ as being impor-
tant.’*? The reduced emphasis on access should be read with caution, however.
There was a change in survey methodology, in mid-2007, when respondents
were asked to select from a list of possible factors, rather than respond to an open
ended question. National Patient Choice Surveys prior to 2007, where patients
were asked open ended questions, show that location and accessibility are over-
whelmingly the most frequently mentioned factors for patients making choices
in secondary care. This change could, of course, also be in response to a switch in
patients’ concerns about the high levels of MRSA and hospital acquired infections,
although during 2007 MRSA rates and focus on hospital acquired infections in
the media was much higher than in 2009.

Figure 11: Important factors given by patients when choosing
a hospital

Cleanliness/
low levels of infection

Quality of care

Length of wait to
appointment

Friendliness of staff

Reputation of hospital

Location/Transport/
Easy to get to
T T T T 1
0% 20% 40% 60% 80%
% of patients
. 2009 (closed questioning) 2007 (open questioning)

Source: Department of Health. Report on the National patients Choice Survey - March 2009, England;
Department of Health. Report on the National patient Chioce Survey - July 2007, England

During the course of our research we heard from a number of highly informed
sources who suggested that, in relation to primary care services, patients were most
likely to switch to new providers because of improved access and convenience. There
is, as noted previously, very little research or published data on what factors influence
patient choice in primary care, but the available data is consistent.

One study, published in the British Journal of General Practice in 1993,
surveyed patients that had switched their GP without moving house.'*?
Although limited to one geographical area the results give a significant illus-
tration of why patients leave one practice and move to another. The principle
reason cited for leaving a practice was ‘distance a problem’, whereas for choos-
ing a new one ‘convenience’ was the top reason given. This study is important
because it measures actual actions rather than potential choices, which is
strong evidence that, more than anything else, patients want convenient access
to GP services.
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Reasons given by respondents for changing and choosing
new doctor

Reasons for changing GP % of Reasons for choosing GP % of
Respondents Respondents

Distance a problem 41% Convenience 53%

Lost confidence in doctor 21% Good/better services 37%

Long waits 13% Recommendation/reputation 36%

Doctor not interested 10% Other family members with GP 14%

Doctor rude/behaved 10% Good/better facilities 9%

badly

Note: Respondents often cited more than one reason
Source: Billinghurst B and Whitfield M. Why do patients change their general practitioner? A postal questionnaire study of patients
in Avon. British Journal of General Practice. 1993. 43: 336-338

A second smaller study, published in the British Medical Journal in 1989, also sur-
veyed patients that had recently switched GP. It also found that the most common
reason for selecting one GP practice over another was because the patient believed
it to be the closest one to their home.

There are, of course, valid criticisms of basing national policy on small,
geographically limited samples. We have, therefore, taken data from the available
nationally representative surveys on choice in primary care and compared these
to a robust survey to which we have been granted access. This comprehensive
and nationally representative survey was conducted for Virgin Health in 2006
and specifically sought people’s views on whether they would consider attend-
ing a new primary care facility. The facility would contain a number of GPs, and
other healthcare professionals (e.g. physiotherapists) and other services such as a

pharmacy and x-ray.

Figure 12: Respondents would be interested in trying new
health centre...

. ...under any circumstances
...if close to home
...if current GP moves there

...if close to home and current GP moves there

Source: Data courtesy of Virgin Health. A nationally representative sample of 1,500 adults conducted in February 2006.

This offering is, of course, an attractive proposition and, unsurprisingly, 81%
of respondents said they would be interested in trying the new primary care

40

policyexchange.org.uk



facility. More interesting, however, is the breakdown of why people said they
were interested in trying it: 59% said they would switch their GP'** and use
the new service if it was close to their home, whereas only 27% wanted their
existing GP to move there in order to try the new facility. Moreover, the top
five determining factors for patients related to issues about access to services,
rather than quality and standards of medical care.'*®* These results are mirrored
in another survey by the Consumers Association conducted in 2004. This sur-
vey asked patients to list the three most important factors for choosing a GP
and found that closeness to home (53%); and waiting times for appointments
and treatment (44%) scored higher than ability to see the same doctor each
time (26%).'%¢

These two surveys suggest that there is a real appetite for choice in primary
care and that the key determining factor is convenient access. The implications of
this are profound. In general, we find that the public view primary care services
as a homogenous consumer product, with access and convenience being seen as

more important than personal relationships with a doctor.

Access

Option to receive treatment there and then 94 %

Ability to see GP in 24 hours 94 %
Emergency walk-in appointments 94 %
Friendly and welcoming receptionist 93%
Closeness to home 55 %
Waiting time to be seen and treated 44 %

Doctor-patient relationship

Ability to choose GP 79 %
Ability to see same GP on each visit 77 % 25%

* Data courtesy of Virgin. A nationally representative sample of 1,500 adults conducted in February 2006. Base: 1,215 adults
surveyed who are quite or very interested in the new surgery.

** Quality in Healthcare Omnibus survey (Consumers Association 2004). A nationally representative survey of almost 2,000 adults
conducted in March 2004.

It is also worth mentioning the National Patient Choice Survey which is a satisfac-
tion questionnaire sent to patients in each Primary Care Trust area. One study of
the data from this survey has suggested that high levels of confidence and trust
in the doctor are the best predictors of overall patient satisfaction.'*” However, as
the study itself notes patient satisfaction cannot necessarily predict choice behav-
iour. Our analysis suggests that patients generally choose between practices, not
individual doctors, and we believe that this understanding of patient satisfaction
may be more relevant when looking at how patients choose between GPs once
they have decided which practice they prefer. Our analysis is supported by a small
a survey of patients, conducted by the Medical Technology Group, for this report
which found 63% of patients said the most important choice was being able to
choose a practice where they could nominate one or more professionals to provide
their care, whereas only 35% of patients said that choice of individual GP was the

most important factor.'*®
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Unlocking the paradox of choice in primary care

Understanding that patient access is the key determining factor for primary care
services lets us unlock the market in primary care to help those with the great-
est need for healthcare. We have already seen that there is a shortage of doctors
relative to need: more than three-quarters of PCTs in the most deprived fifth (46
out of 61) had GP levels below the England average level and nearly two-thirds of
PCTs in this fifth (37 out of 61) were more than 10% below the England average
level."** Moreover, there is an even greater shortage of doctors relative to need

where resident populations are both deprived and elderly.'¢°

Figure 13: Number of GPs per 100,000 weighted population by
area deprivation
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Source: Department of Health. Tackling health Inequalities. 10 years on. 2009.

Access to GPs in areas of deprivation is a key issue, since inconvenient access to pri-
mary care services disproportionately affects the poor because the costs of public
transport and taking time off work are greater for lower-income groups.'®' How-
ever, it is these very patients that want choice the most: 67% of routine and semi-
routine want choice compared to 59% of the managerial and professional class;
70% of those earning less than £10,000 per annum wanted choice, compared
to 59% of those earning more than £50,000 per annum, and 69% of those with
no educational qualification wanted choice, compared with 56% of those with
a higher educational qualification.'®* So by designing appropriate incentives the
market in primary care can be made to work for those that will benefit the most:
the disadvantaged and those that currently have the greatest inequalities in health.

Rising health inequalities
Improving the health of the population is, of course, a priority for all Governments.
In the last decade, no-one can dispute that there have been real terms improve-
ments in the health of the nation: life expectancy has increased; infant mortality has
fallen.'** But in a state funded universal healthcare system, relative outcomes for
different sections of society are also important. Health inequalities matter because,
not only do they persist throughout life; they cross generations. Addressing the rela-
tive difference in health between social groups and areas of deprivation should be
as much a focus for Government as improving the overall health of the population.
The most cost effective way to improve the health of populations is through
primary care.'®* International evidence demonstrates that the greater the supply
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of GPs the lower the level of mortality,'®®

while studies in England show that
costly hospital use is increased where there are fewer GPs.'*® If the supply of GPs
can be directed to where they are needed most then the overall benefits to society
will be greater. Primary care improves the health of local populations by offering
a means for delivering primary prevention strategies such as smoking cessation,
and influenza immunisation. It is the main portal for early detection and screen-
ing for diseases such as breast, prostate and colorectal cancer, cardiovascular
disease and diabetes. And strengthening primary care can help prevent unneces-
sary and costly hospitalisations for conditions such as congestive heart failure,
diabetes, hypertension and pneumonia, all of which can be managed adequately
in the community by a primary care team.

Of course, inequalities in health arise not just because of inequalities in health-
care, but because of inequalities in society. The wider social determinants of health
relate to social, economic and cultural factors. These all contribute to variation
in life expectancy. Improving the health of the nation also requires improving
education, reducing levels of unemployment and improving housing. However,
we should be clear that poor access to high-quality healthcare can, and does,
contribute to the growing health inequalities between social groups. In the short
to medium term, NHS interventions such as the prevention and effective manage-
ment of risk factors in primary care are most likely to deliver reductions in health
inequalities, particularly life expectancy.'®’

In 1998, an Independent Inquiry into Inequalities in Health (Acheson Inquiry) presented
data from the mid-1970s onwards which showed a widening gap in health
between different social groups. It identified areas for policy development which
were likely to reduce these inequalities.'®® A decade later, a review of progress
found that there had been significant improvements in the health of the nation,
but that considerable variation in health outcomes still persist, and in some areas

the inequalities have actually increased.'®’

Longevity and healthy life expectancy
A major strand of Government work to tackle health inequalities has been to focus
on reducing the gap in life expectancy between a group of Local Authority areas
with the worst health indicators and the England average. The areas with the worst
health are termed the ‘Spearhead’ areas and are made up of the 70 Local Authorities
in England that are in the bottom fifth in three or more of the following indicators:
male life expectancy at birth, female life expectancy at birth, cancer mortality rates
in under 75s, cardiovascular disease mortality rate in under 75s and average score
on the Index of Multiple Deprivation 2004.

It is not disputed that over the last decade life expectancy for all groups across

England has risen.!”

But these improvements have benefitted some groups
disproportionately because inequalities in life expectancy between some social
groups and geographical areas are rising. The Government has missed its own
life expectancy target which was to achieve a 10% reduction in the relative gap
(i.e. percentage difference) in life expectancy between the Spearhead areas and
England as a whole. Furthermore, the increase in inequalities in life expectancy
among social classes shows a persistent and long term rise - since the 1970’s
the gap between males in manual and non-manual positions for instance has

increased from 2.1 years to 3.3 years.'”!
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Figure 14: Relative gap in life expectancy between Spearhead
areas and England population
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Infant Mortality

Infant mortality is a good indicator of the health of a population as it is sensitive to

a wide range of factors such as economic development, social well-being, and the
quality of the environment that also impact the whole population.'”* With increasing
prosperity and improvements in general living conditions there has been a downward
trend in infant mortality in England and Wales since the 1970s, from 17.7 per 1,000
live births in 1970 to 4.8 per 1,000 live births in 2007.'7*!7* This is good progress,
but, we have the highest infant mortality rate in Western Europe and lag well behind
the OECD 15 average for this broad measure of population level health. Among the
OECD countries, only the USA has a higher rate of infant mortality.

Figure 15: Infant mortality, OECD 15 comparison, 2006
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Source:OECD, 2008
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Examining the UK national figures shows that infant mortality varies considerably
across geographic regions and social class. Infant mortality is higher in manual
groups compared to the average for all social classes and, over the last ten years,
this gap has not diminished.'”® Looking geographically, the infant mortality rate
in the West Midlands, in 1996, was 38% higher than in the South East. By 2006
this gap had risen to 60%.

Of course we appreciate that wider demographic, social and economic factors
also need to be addressed to help reduce health inequalities such as infant mortality;
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however, the fact still remains that these inequalities have increased in a decade of
increasing prosperity and NHS funding.

Figure 16: Infant mortality rate for West Midlands
and South East, 1996-2006

I —

6 1.6 deaths
"1 per1,000
¢ 2.4 deaths

per 1,000

e \\/est Midlands
@mss South East

Infant mortality per 1,000 live births
w
1

1
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Year

Lifestyle Factors: smoking, obesity, alcohol

Smoking is the biggest single cause of preventable illness and premature death. In
2005, it was estimated that about 82,000 deaths in England were caused by smok-
ing, with a larger proportion of men (23%) than women (13%).'7¢ In the last 25
years, the UK has made considerable progress in reducing smoking prevalence,
which has decreased from 45% in 1974 to 21% in 2007. However, the differentials
in smoking prevalence between social classes persist and are widening.'”’ The con-
sequence is that those in lower socio-economic groups are more likely to smoke
and, therefore, more likely to die prematurely from smoking related diseases.

Figure 17: Manual and non-manual smoking prevalence
relative to England average
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Obesity, another lifestyle disease that is a preventable cause of ill health and drain
on NHS resources, has seen its prevalence in the UK treble since the 1980s.'8!
Approximately, 24% of adults in England are now classified as obese.'®? Obesity
increases the risk of heart disease, hypertension, cancer in later life and type 2 diabetes.
England has the highest rates of obesity in Western Europe, with childhood obesity in
183

England rising at the fastest rate in Western Europe.'®* Moreover, obesity links directly
to deprivation, especially in children. The National Child Measurement programme
shows prevalence of children in reception year and year 6 classified as obese in
schools located in the most deprived areas is significantly higher than children classi-
fied as obese in schools located in the most affluent areas.'®*

The Health Select Committee has suggested that the main causes of health
inequalities are due to lifestyle factors - smoking, excessive drinking and poor nutri-
tion - rather than problems in gaining access to healthcare services.'®* However,
around the developed world strengthening primary care and increasing the supply
of primary care doctors has been found to have a positive impact on population
level health.'® Reducing obesity rates are a direct example of this: a recent study has
shown that a 10% increase in GP supply is associated with reductions of around 4%
in Body Mass Index.'® The case for strengthening primary care services is strong.
In 2007, a large USA-based international review of all studies on general practice
has quantified the health benefits of GPs. The findings suggested that an increase of
one GP per 10,000 population was associated with an average mortality reduction
of 5.3%."'®® Primary care can save both costs and lives.

Notwithstanding a stronger role for primary care, tackling lifestyle diseases repre-
sent a serious public health challenge. In other published work, we have made a
number of recommendations on how to tackle the rising tide of obesity; to minimize
the harms from alcohol misuse and to ensure the burden of dealing with smoking-
related diseases does not rest with the taxpayer. Because the effects of public health
initiatives take a number of years to filter through, it has been suggested by the
Conservative Party that public health budgets should be ring-fenced. This suggestion
follows evidence that, in the past, public health budgets have been used to finance

Primary Care Trusts’ running costs when budgets came under pressure.'*

We agree
with this approach, not least because it facilitates the choice mechanisms described
in this report, but more importantly, population based public health assessment and

planning should be transferred to a strategic level and not rest with individual GPs.

The most important factor for patients in deciding which GP practice is best for
them is access. Patients and citizens want good local services, but deprived areas
that require more GPs and primary care services do not have sufficient provision to
meet defined need. The general concern that extending choice in public services
will drive inequalities has been proven not to be the case in healthcare. By giv-
ing real choice to those that need it most, and by incentivising GP practices and
primary care providers to move into areas of greatest need, inequalities in access
to healthcare and, consequently, inequalities in health outcomes will be reduced.
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How do we give choice
to patients?

Real healthcare reform can only be driven by putting patients in control of their
health service. In order to give real choice to patients the system of resource
allocation needs a fundamental shift towards allocations which can enable both
patient choice, and encourage primary care providers to move into areas where
their services are needed most. Thus far innovative service redesign in the NHS
has been hampered by a top-down approach to resource allocation.

1. Allocating resources in the NHS

The Department of Health allocates 80% of NHS resources to Primary Care Trusts
(PCTs) on the basis of the relative health needs of their populations. Under these allo-
cations, the 152 PCTs in England will receive a total of £164 billion over the two years
from 2009 to 2011. This is equivalent to 5.3% of GDP per annum. Each PCT is given
a single total allocation based on a capitated resource allocation formula, the results
of which vary considerably between regions. For example, in 2009-10 Islington PCT
received £2,143 per head of population whereas Leicestershire County and Rutland

190

PCT received £1,253. The England average was £1,540 per head of population.

Top ten funded PCTs per head of £ Bottom ten funded PCTs per £
population (2009-10) head of population (2009-10)

Islington PCT 2,143 Suffolk PCT 1,327
City and Hackney Teaching PCT 2,136 Milton Keynes PCT 1,316
Liverpool PCT 2,031 Oxfordshire PCT 1,308
Newham PCT 2,014 Berkshire West PCT 1,301
Tower Hamlets PCT 2,014 South Gloucestershire PCT 1,298
Knowsley PCT 2,007 Bedfordshire PCT 1,293
Lambeth PCT 1,983 Buckinghamshire PCT 1,291
Hammersmith and Fulham PCT 1,886 Cambridgeshire PCT 1,287
Lewisham PCT 1,876 Mid Essex PCT 1,269
Salford PCT 1,876 Leicestershire County and 1,253

Rutland PCT

Source: 2009-10 and 2010-11 PCT recurrent revenue allocations exposition book. Department of Health. Table 1.

The allocations to PCTs cover three components: hospital and community health
services, which accounts for 76.3% of the total; prescribing accounts for 12.4%;

190 Department of Health. 2009-
10 and 2010-11 PCT recurrent
revenue allocations exposition
book. December 2008.
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and primary medical services for 11.3%. These allocations are not broken down
into separate blocks each of which can only be used for a particular type of service,
rather it is for PCTs to determine how best to use their resources to meet their local
needs and priorities, within national standards and the direction and requirements
set out by the Department of Health. A more detailed breakdown of spending is

available from the returns made by PCTs, as shown in the tale below.

Hospital and Community Health Services 46.8
of which
General and acute 26.9
Mental health 6.5
Maternity 1.6
Accident and emergency 1.6
Learning difficulties 2.0
Community health services 5.5
Other contractual 1.8
HIV/AIDS 0.4
Prescribing 7.5
Primary Medical Services (general practice) 6.9

Source: 2009-10 and 2010-11 PCT recurrent revenue allocations exposition book. Department of Health. Table 4.

Currently PCTs are responsible for ensuring that practices receive an indicative
budget that is a ‘fair share’ of the resources available to the PCT. However, the
consequence of such wide variation in per capita funding at PCT level is that areas
with identical need within, say, Rutland and Islington could, because the allocation
is made on a PCT wide basis, have large variations in funding at the level of indi-
vidual general practice. Such variations might allow for GP practices with similar
needs in different parts of the country to adopt different standards of care in terms
of both the quantity and quality of treatment.

Resource allocation in the NHS is not a settled issue. In 1976 the Resource
Allocation Working Party had to interpret the underlying objective of its own terms
of reference as, “to secure through resource allocation equal opportunity of access
for people at equal risk”.**! At that time allocation of funds to the Regional Health
Authorities were calculated on just three elements: population; demography based
on national average costs; and additional need based on Standardised Mortality
Ratios. Following the first significant review of the allocation formula, in 1988, a
measure of deprivation was introduced as a factor for distributing funds.

The single guiding principle of resource allocation, that of ‘equal access for
equal risk’ remained paramount until 1999 when the then Minister of State
requested the Advisory Committee on Resource Allocation (the successor to the
Resource Allocation Working Party) to develop a formula “to contribute to the
reduction in avoidable health inequalities.”!*”? The shift was silent, but funda-
mental. The focus of NHS funding had shifted from seeking equity in access to
reducing inequity in health outcomes. However, the mechanism for achieving
the reduction in health inequalities is applied over too large a population to be
effective. The health inequalities assessment for resource allocation is made at

PCT level, whereas previously Local Medical Practice Committees used the Under
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Privileged Access Score to allow GPs to move into under doctored areas. The
Medical Practice Committee system was abolished in 2002.

Over the years, there have been accusations that various revisions to the
resource allocation formula have favoured both Conservative and Labour areas. In
1996, the Health Select Committee was presented with evidence that a Ministerial
decision limiting the redistribution based on deprivation favoured Conservative
constituencies such as East and West Surrey ahead of Labour ones such as
Camden and Islington.'”® In 2005, the NHS reported financial deficits mainly
in the south east in, what were described by the then Secretary of State, “healthy
wealthier parts of the country”.!** However, these deficits were investigated by
the Department of Health and found to be due to excess spending rather than
reduced resource allocation.'”® More recently, in 2008, a study has suggested that
a more pronounced and consistent pattern of inverse care is found with respect
to affluent but ageing populations, rather than deprived ones. Crucially, however,
it found that GP practices serving the oldest and most deprived populations have

the worst GP availability of all.'”®

Figure 18: Resource Allocation in the NHS
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For over 30 years, huge amounts of public funds have been allocated through
the Department of Health through different revisions of the resource allocation
formula, but the process has a number of unresolved issues. There is a persistent
problem of ‘list inflation’, which is the term given to the difference between the
two available data sets on population size: the Office for National Statistics projec-
tions based on the Census and lists of patients registered with GP practices. The
latter are thought to be 102% of the former.'”” This has obvious implications for
moving towards a more granular form of resource allocation, since a 2% margin
of error equates to £1.7 billion overfunding. Levels of list inflation differ between
PCTs, with further variation between age bands and between male and female
populations. No simple reason for this variation has been found.'”® Accurate
population figures are important because they form the starting point for the
calculation of the weighted capitation formula. The robustness, reliability and ac-
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curacy of GP lists are, therefore, crucial in delivering a fair and equitable outcome
to the resource allocation process and enabling choice for patients.

Three elements are used in the first resource allocation formula distribution
from the Department of Health to PCT level to set weighted capitation targets:
1) age distribution; 2) additional need over and above that relating to age (e.g.
mental health); and 3) unavoidable geographical variations in the cost of provid-
ing services (the Market Forces Factor). The outcome of the calculation in the
formula is not the sole determining factor for resource allocation to PCTs. The
formula produces the target share of resources which is measured against current
allocations. Any difference between the two — the difference from target — is
covered by a pace of change policy which moves from actual allocation to target
allocation over a number of years. The rate of this movement is a Ministerial
decision and, in 2009-10, PCT allocations varied from their targets by minus
10.6% in Bassetlaw PCT to plus 23.8% in Richmond & Twickenham PCT. In
other words, some PCTs now have nearly a quarter of their target allocation too
much given their population demographics and health care needs while others
have over 10% too little.'”’

Bassetlaw PCT -10.6 72nd Richmond & 23.8 150th
Twickenham PCT

Barnsley PCT -9.3 34th Westminster PCT 22.7 46th
South Staffordshire -7.9 117th Kensington & 22.1 70th
PCT Chelsea PCT

Lincolnshire Teaching -7.5 103rd Hammersmith & 16.4 33rd
PCT Fulham PCT

Leicester City PCT -7.5 21st Lambeth PCT 14.9 9th

Sources: Department for Communities and Local Government. Indices of Deprivation 2007. Department of Health. 2009-10 and
2010-11 PCT recurrent revenue allocations exposition book.

Structural reorganisation is a feature of the NHS and this has a knock-on effect for
resource allocation. Both the introduction of GP fundholding - which required
allocating budgets for hospital services at practice level - and Practice Based Com-
missioning (PBC) have caused difficulties for resource allocation. When fund-
holding was introduced the intention was that fundholding practices would be
funded on a capitated basis (i.e. according to the number of people and their
health needs). However, delays in developing a capitation formula meant that GP
fundholders were funded according to past activity. Since the majority of fund-
holders were located in the suburbs this merely perpetuated historical inequities
in healthcare, and resulted in inequitable allocation of resources based on whether
practices opted into fundholding or not.?°%2%!

Successive iterations of the resource allocation formula have generated an ever
more complex funding landscape. Of course it is important that the formula allo-
cates resources efficiently. However, at one time it was thought that allocation for
additional need using Standard Mortality Ratios was unnecessarily crude, although

that thought has now been dispelled. Indeed, experts on resource allocation



applying state-of-the art techniques of estimation to analyse data on utilisation
cannot produce uncontested weightings for additional need.?* Furthermore,
the introduction of the NHS tariff system, Payment by Results, has given rise to
concerns that another of the weightings applied to the formula, the Market Forces
Factor, merely subsidises costs of some providers. Fundamentally, therefore, we
have to accept that there is no single best way of allocating resources. There will
always be winners and losers since only a fraction of the individual variability in
healthcare costs can be accurately predicted.?”® The marginal gains from produc-
ing detailed weightings of small components of spending are more than erased
by the lack of transparency from a system which is unnecessarily complex. For
such a large allocation of public resources, for the purposes of democracy and
accountability the process of distribution needs to be transparent for professionals
and for patients in order to promote confidence in the NHS.

We suggest that resource allocation in the NHS should be distributed by the De-
partment of Health, or by any new independent board, to a much more granular
level - down to individual postcode level of just 15 households - and that the
second resource allocation process performed by Primary Care Trusts should be
abolished. In order to realign the balance in favour of transparency we suggest that
the NHS resource allocation formula should be weighted on a capitation basis with
just three elements rather than as at present. The three elements are: age, post-
code and an additional ‘patient premium’ to act as an incentive to GPs to provide
healthcare to patients in areas with the worst health and deprivation indicators.
We propose that healthcare funding should be distributed directly to GPs, who will
then provide or commission the health care for their registered patients or primary
care providers. This process has already been trialled in the NHS in the late 1990s
with the Total Purchasing Pilots, which we will consider later in this chapter.

For both patients wishing to switch GP, and GP practices taking on a new patient,
the process will be simple. Only two variables will need to be known - date of
birth and postcode - in order for the correct level of funding to be made available.
Intuitively allocation based on age and postcode is a seemingly crude method on
which to base the distribution of huge amounts of NHS funds. However, the age
structure of the population has long been recognised as a principal cause of varia-
tion in the level of demand for health services. The very young and the elderly,
whose populations are not evenly distributed throughout the country, tend to make
more use of health services than the rest of the population. Therefore, an age related
need adjustment is necessary to allow for varying health care needs associated with
the age structure of local populations.’** Indeed, for most diseases age is a more
significant determinant of morbidity and mortality than deprivation.”®® The case
for allocating funds based on age and deprivation, based on postcode, addresses the
two biggest determinants of disease and their associated costs.

Geo-demographic segmentation of populations is already used widely in the
private sector. The two largest geodemographic consumer classification systems
in the UK are MOSAIC by Experian and ACORN by CACI. MOSAIC Public Sector
is a geodemographic classification which classifies all UK citizens on the basis of
their needs for public services. The marketing material for MOSAIC Public Sector
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suggests that Directors of Public Health in PCTs are already using these tools, “The

Mosaic analysis provides us with a sharper definition of deprivation than can be

2

obtained by using the Indices of Deprivation alone,”?% reads one comment.

Existing Problems HealthACORN Spearhead Primary Care Trust Non-spearhead

Local Authority rank (England only) Primary Care Trust Primary Care Trust
1. Easington County Durham PCT

2. Bolsover Derbyshire PCT

3. Sedgefield County Durham PCT

4. Knowsley Knowsley PCT

5. Barnsley Barnsley PCT

6. Wansbeck Northumberland Care Trust

7. South Tyneside South Tyneside PCT

8. Gateshead Gateshead PCT

9. Tendring North East Essex PCT
10. Sandwell Sandwell PCT

11. Liverpool Liverpool PCT

Stoke-on-Trent PCT
Barking & Dagenham PCT

12. Stoke-on-Trent

13. Barking & Dagenham

14. Sunderland Sunderland PCT

15. Derwentside County Durham PCT

16. Wear Valley County Durham PCT

17. Hartlepool Hartlepool PCT

18. Doncaster Doncaster PCT

19. St. Helens Halton & St. Helens PCT
20. Blackpool Blackpool PCT

21. Salford Salford PCT

22. Redcar & Cleveland Redcar & Cleveland PCT

23. Wakefield Wakefield PCT

24. Chester-le-Street County Durham PCT

25. Blyth Valley Northumberland Care Trust
26. Wyre Blackpool PCT

27. Walsall Walsall PCT

28. Rotherham Rotherham PCT

29. Mansfield Nottingham PCT

30. Newcastle-under-Lyme North Staffordshire

PCT

Sources: Department of Health. Health Inequalities: Revised list of Spearhead Group of Primary Care Trusts. 14 September 2006.
HealthACORN Local Authority Rank — Existing Problems. http://www.caci.co.uk/acorn/healthacorn.asp accessed 18 September 2009.

206 Mosaic Public Sector
Website. Accessed on 25
September 2009. http://www.
experian.co.uk/www/pages/
what_we_offer/products/mosaic_
public_sector.html

HealthACORN has been developed by CACI and market research company, TNS,
and is a classification of census output areas designed to discriminate across factors
relating to current and future health. The HealthACORN factors for segmentation
are: indicators of existing health, lifestyle indicators and levels of food consump-
tion which are derived from census data and surveys of food consumption and
health and consumer lifestyles. The classification has 4 major groups, which are
subdivided into 25 types and can be further subdivided into 60 sub-types. The
four major groups are:
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Existing problems — high levels of serious illness and poor diet and consump-
tion patterns

Future problems — high levels of severely unhealthy lifestyles, likely to lead to
serious illness

Possible future concerns — generally good health but with some potentially
unhealthy lifestyle traits

Healthy — good health with few lifestyle issues

Further, it is interesting to compare the HealthACORN major grouping of ‘Existing
problems’” which ranks local authorities according to their level of serious illness
and poor diet and consumption patterns against the Spearhead group of Primary
Care Trusts which have been identified by the Department of Health as having the
worst levels of health and deprivation. The table shows a remarkably good cor-
relation between the top 30 Local Authorities based on the ‘Existing Problems’
HealthACORN typing and the PCTs with the worst level of health inequalities as
identified by the Department of Health, but HealthACORN offers a much more
granular view and highlights local authorities such as Tendring and Newcastle-
under-Lyme which are not part of the Spearhead programme.

There are undoubtedly more sophisticated ways to adjust for healthcare costs
than to use these indicators and we are aware of on-going work supported by
the Department of Health in this area. But while these methods might be better
in terms of cost compensation, we suggest they lose out in terms of timeliness,
transparency and the ability to produce an incentive effect. We believe that, in
addition to accounting for costs, there should be an element of incentive for
GPs or primary care providers to move into areas of greatest need, to help foster
choice and reduce inequalities.

Successive governments have sought to develop general practice as the building
block of the NHS. However, by focussing on current expenditure and requiring
incremental improvement on a yearly basis, NHS resource allocation has merely
helped entrench existing ways of working and patterns of delivery. It has not
been conducive to innovative service delivery, and, with the removal of the Under
Privileged Access score, it no longer offers an incentive to for GPs to take the
lead in developing alternatives to expensive hospital care. It could be argued that
there is already an element of incentive in the resource allocation formula since
the reduction of avoidable health inequalities is now a determinant of resource
allocation. However, as we have seen earlier, this incentive effect has not been
sufficient, since there are still not enough GPs working in areas where they are
needed most.

We propose a method of direct incentivisation — the ‘patient premium’. The
‘pupil premium’ is already part of both Conservative and Liberal Democrat
policy on school funding as a means to address the social inequities in school
admissions. This idea behind using financial incentives to address social
inequalities was introduced into UK political thought in 1989 by Julian Le
Grand in his edited book Market Socialism.?®” Also, work by Professor Sir
Brian Jarman in the 1980’s on underprivileged access in healthcare led to the
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introduction of the Under-Privileged Access Score in the Resource Allocation
Formula.

In order to encourage the shift of medical care out of hospitals and into
primary care, we propose that the funding for the patient premium should be
taken from the Hospital and Community Health Services (HCHS) component
of the NHS resource allocation. Since we propose to simplify the resource
allocation formula to a one stage process, it is not possible to give an accurate
figure for the premium. However, using the England average GMS allocation of
£54.72, per patient the most deprived postcodes might expect an amount in
the region of £11.00, per patient per year although payments should be phased
in with less deprived areas receiving a lower level of premium so that there is
not an abrupt cut off.

The ‘patient premium’ is a clear incentive to providers of primary care services
to help reduce the inequalities in health in a cash-limited healthcare system. In
moving funding from the HCHS component of the NHS resource allocation
the objective is to drive healthcare out of hospitals, thereby reducing growth in
healthcare costs. However, the amount taken from the HCHS component to fund
the ‘patient premium’ should be matched by an equal reduction in acute hospital
tariffs. This will prevent community services from receiving a reduced level of
funding as well as drive efficiency and best practice in acute hospitals. We have
previously recommended that the NHS adopt a best practice tariff in our earlier
report on healthcare, All change please.

Fundamental to our proposals is to allow GP practices and primary care provid-
ers to use any underspend to improve care for their patients and, in addition,
there should be an element of bounty for the primary care provider to invest in
new services to meet this objective. Currently the prohibition of the sale of the
goodwill attached to a GP practice limits the ability of GPs to raise money to
invest in improving primary care facilities for their patients.

We recognise that there are theoretical issues in resource allocation based
on age, postcode and a patient premium, which are described elsewhere in
the literature.??® However, we believe that any disparity they might produce

Figure 19: A new system of allocating NHS funds
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will be much less than the variation seen in the present system: some PCTs
receive 23.8% too much funding given their population demographics and
healthcare needs while others receive 10.6% too little. Furthermore, we
suggest that by having a more transparent system of resource allocation, the
NHS, the public, the media and academia will begin to engage in a process
of peer review and refinement of the resource allocation process. For the
last 30 years review of the resource allocation formula has proceeded on an
ad-hoc basis. A system of formal review should be a first step for any new
government and this process should start with engagement with the NHS; its

patients, professionals and citizens.

Resource allocation in the NHS should be distributed directly from the
Department of Health, or any new independent board, to GP practices or
primary care providers. The method for allocating funds should be based
on age, postcode and a ‘patient premium’. The premium element should be
funded by a re-allocation from the Hospital and Community Services (HCHS)
budget and would act as an incentive to providers to deliver healthcare where
it is needed most.

Resource allocation budgets should continue to be broken down by special-
ity area such as acute, mental health, maternity, etc, so that they can easily be
passed on from GP practices to Primary Care Commissioning Clusters or other
providers or commissioners, if required. A separate amount for out-of-hours
cover should be added to the allocation. Those primary care providers that
want to provide out-of-hours cover themselves might find it offers a competi-

tive advantage to attract patients to their service.

However, as we have seen, all the improvements in quality, efficiency and sys-
tem responsiveness gained from a system of GP fundholding only applied to
patients of fundholders. By the time it was abolished in 1997, only 50% of GP
practices were fundholders. This has negative implications for patient equity
and raises important questions in terms of how to implement a national policy
of fundholding.?® One suggestion is to make GP fundholding compulsory, but
introducing a system of GP fundholding would require a re-negotiation of exist-
ing GP contracts. And since not every GP practice would automatically want to
be a fundholder a two tier system of GP fundholders and non-GP fundholders
would be inevitable. We suggest that fundholding could be re-introduced on a
national basis either by introducing incentives to encourage large primary care
providers or GP practices to enter areas where there is resistance to fundhold-
ing — thereby offering a competitive mechanism for unwilling GP practices to
take on fundholding responsibilities - or by using the sale of GP goodwill as a
bargaining tool. This is currently owned by the Secretary of State and has con-
siderable value to GPs — about £160,000 per GR*'°
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GP fundholding was introduced into the NHS in 1991. Under this scheme GP practices
could opt to hold a budget to purchase some services on behalf of their patients,
mainly elective operations in hospital and community health services. The ration-
ale behind fundholding was that giving hard budgets to GPs would make them aware
of the cost implications of their clinical decisions. Indeed, fundholders had greater
freedom than Health Authorities to innovate and shift resources between providers.
However, Health Authorities retained responsibility for about four-fifths of the budget
for hospital and community services for fundholding practices and the entire budget
for non-fundholding practices.

A logical extension of the fundholding scheme was to have GPs holding the
entire budget on behalf of their patients, and this concept was pioneered from the
bottom-up by innovative and enthusiastic general practitioners. A national pilot
scheme — Total Purchasing Pilots - covering some eighty practices was set up and
ran from 1996 to 1998. The theory behind the pilots was that it would combine the
best of top-down, strategic purchasing for the needs of a population, with bottom-up
responsiveness to the needs of individual patients. Devolving entire budgets to GP
practices had the potential to develop integrated purchasing and provision, thereby
strengthening the provider role of general practice where unit treatment costs are
significantly less.

The fundholding and total purchasing model incorporated three ways of managing
risk. First, eligible practices required populations of at least 11,000 to become fund-
holders, although this threshold was successively lowered to a minimum size of 5,000
patients. Second, expenditure on elective inpatient admissions could be deferred and
overspends of 5% were allowed. Third, a “stop loss” arrangement, in which any referral
costing more than £6,000 was met by the patient’s health authority rather than the
practice budget.

In practice, none of the total purchasing pilot sites purchased the entire range
of services for their patients, rather there was selective purchasing coinciding with
areas of GP expertise or where they had a special interest in achieving change. As a
result there was diversity in approach taken: most practices became commissioners,
holding a delegated budget and directly purchasing care; some co-purchased care
with their overseeing Health Authority; or focused on primary care development.
Consequently, evaluation of the pilots was limited to self-reported progress.?’* The
most frequently mentioned priority for service change was reducing the number of
emergency admissions or attendances at Accident & Emergency. The achievements
for the pilots were compared to changes in Hospital Episode Statistics and this analysis
showed a high level of consistency between reported and actual success. Length of
stay was reduced in 13 of the 16 commissioner and co-purchaser pilots. However,
in terms of meeting objectives the pilots reported more success in reducing length
of stay (64%) than reducing emergency admissions (44%). Greatest success was for
developing the primary healthcare team (87%) and improving information/population
needs assessment (84%).

The pilots which opted for the commissioner-type model tended to be the highest
“achievers” and were the only ones that reported achieving all of their main objec-
tives in services related to total purchasing. It should be noted that, the highest

achieving pilots were also in the top quarter for direct management costs, although




these pilots did invest significantly in information systems. Moreover, in half of the
pilots the practices agreed with their local health authority the right to use any under-
spends for the benefit of their own patients.

Because of the issues of inequity in provision highlighted previously, New Labour
committed to abolish the GP fundholding scheme. As a result, the total purchasing
pilots were not rolled out nationally and GP fundholding was replaced in 1999 by

centrally controlled Primary Care Groups, the precursor of today’s Primary Care Trusts.

If we accept that consumer choice in public services is a good thing, then stand-
ard economic theory suggests that greater choice will drive quality, innovation,
and efficiency. We believe that competing providers of primary care services
will move into under-doctored areas where there are greater funds available
to improve the health of disadvantaged populations. Indeed, the most recent
peer-reviewed evidence suggests that using market based reforms in secondary

care actually reduce inequalities.?!?

However, the system we create in primary
care should give all patients real choice so that services are improved across the

country and in all areas.

A valuable lesson from both GP fundholding and the Total Purchasing Pilots is
that there are problems in managing risk for small populations, especially at the
level of a typical GP practice of 6,500 patients.?'**'* For the practice budget to
be effective it has to be designed to be able to cope with the risk in random vari-
ation in expenditure caused by the unpredictability of disease. Neither econo-
mists nor doctors are sufficiently skilled to accurately predict the precise timing
or severity of disease, so large and random deviations in spending are inevitable.
It is how the design of the system accounts for these variations that is important.

One of the most obvious mechanisms for reducing this risk is to aggregate
individual patient budgets into larger populations so that the variability in aver-
age spending diminishes. This principle of risk pooling lies behind the allocation
of funds to Primary Care Trusts, where the average population is some 340,000
and the range is 92,000 to 1.2 million. The larger the risk pool, the lower the
risks of over-spending. But if we are to have allocation of funds to the level of an
individual postcode, how many patients would need to register at a single practice
in order to sufficiently diversify the risk?

Following the introduction of GP fundholding in the early 1990’, a number of
studies considered the minimum practice size necessary to be able to adequately
manage financial risk.?!*-2!6217:218 Thege studies quickly concluded that small risk
pools — such as those used in the latter stages of fundholding - would be expected
to produce significant overspends. In modelling the case of rare and costly referrals
one of the studies’"” found that a risk pool of 7,000 patients had a comparatively
high degree of risk, which decreased appreciably when the risk pool increased to
30,000. Beyond this size diminishing marginal returns were seen.
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Obviously, a pool of 30,000 is somewhat larger than the current practice
average of 6,500 patients. However, the trend in general practice over the last
30 years has been away from single-handed practices towards larger practices
employing more GPs and thus registering a larger number of patients. More than
half of all GPs today work in partnerships of six or more, compared with less
than one in ten in the 1970s. Under a system with more granular allocation of
funds a number of practices might come together to pool budgets and reduce
risk, and effectively become large fundholders. This was the case in the 1990s
with GP multi-funds — where many fundholders pooled their funding resources
— the bottom-up precursor of today’s PCTs. Indeed, the Royal College of General
Practitioners has suggested that with a federated approach of primary healthcare
teams and practices working together virtually all health problems could be dealt
with in primary care.?” Larger aggregations of federated GP practices would also
see reductions in the management costs of negotiating and monitoring contracts
with providers.

Today, the typical GP has fewer than 1,600 registered patients, so a federation
of about 20 GPs would be necessary to generate a sufficient risk pool of 30,000
patients. This figure might be too large to drive real choice for many patients in
rural or semi-rural areas, although managing the risk of random variation in
expenditure through insurance would permit much smaller practice sizes. For
a practice of 10,000 patients it has been suggested that insurance payments of

between 1.2 — 2.5% of the total practice budget would be necessary.*!

To some extent the large and unpredictable deviations in healthcare spending
are caused by a few very expensive procedures or patients. The GP fundholding
scheme recognized that this pattern was almost completely unpredictable and ex-
cluded from the resource allocation process certain procedures and costs in excess
of £6,000 incurred by any one patient in any one year. Today, even with the alloca-
tion of funds to PCT level the cost of treating rare and complex cases are such that
it is necessary to commission services for these conditions at regional and national
level. We have already highlighted the problems caused by allocating funds to PCT
level then expecting co-ordinated regional Specialised Commissioning Groups to
be a success. For now, we should acknowledge that one major effect of excluding
high cost patients from the allocation process is to reduce financial risk, which in
turn allows a model of choice and contestability to work in primary care. We will
consider how specialised commissioning should be arranged later in this report.

Although it is a critical step, freeing the allocation of funds to a more granular level
will not, in itself, be sufficient to drive patient choice. Choice in schools policy
works because there is an inbuilt mechanism to ensure choice takes place — chil-
dren get older and move to different schools. But, there is no culture of choice in
primary care, rather a tendency towards viewing the doctor-patient relationship
as paternalistic. Decisions about which GP practice a patient can register with and
visit largely rest in the hands of Primary Care Trusts, on behalf of the State. Conse-



quently, as we have suggested, the default position in primary care is no choice at
all: public engagement in healthcare is low.

We propose to create a culture of choice in primary care by making registration
with a GP or primary care provider an active process. Everyone should be asked to
choose their GP or primary care provider once every two years. We suggest two
years as a starting point, since the balance between creating contestability in the
primary care market and convenience for patients needs to be achieved. An option
for subsequent cycles of choice would be to allow patients to opt-in to providers
for periods between 2-5years. Not only will this process of choosing GP engage
patients more in their own healthcare, thereby reducing burdens on the NHS, but
it will also allow smaller GP practices to become more viable, thereby creating a
virtuous circle of choice and contestability.

The obvious concern about implementing a process of choice in primary care
is that it would create bureaucratic burden and where that burden would lie. We
recognise that our proposal would lead to considerable change the first time it is
run, but the fact that at the moment this change is hidden is the point. Creating a
culture of choice in primary care requires a change in the mindset for the public.
Resetting the default position of no choice at all will not be easy. We suggest, there-
fore, that the initial costs might be in the region as for a general election — some
£80 million - but that annual rolling costs would be much reduced. An infrastruc-
ture for delivering information to patients registered with GPs already exists in the
national GP patient survey. These surveys of patient opinion would no-longer be
required because patients would be exercising their views through choice rather
than completing questionnaires and the £10 million cost for 6.9 million surveys
each year sets a benchmark for the bureaucratic costs of our proposals.?*?

Creating this process of active choice in primary care registration allows us to
utilise another method of reducing the effect of large and unpredictable deviations
in healthcare spending. By allowing budgets to be set for a period of more than
one year, risk created by smaller pools of patients is reduced.?”* A programme of
active patient choice repeated once every few years would enable GP practices to
offset underspends in one year against overspends in another. Longer budgetary
periods would allow the Department of Health, or any new primary care regula-
tor, to become aware of serious financial problems to come to light during, for
example, an annual financial audit. Using the threshold of 30,000 patient years
as being a sufficient risk pool, a two year cycle of active choice of primary care
provider would allow primary care providers to be viable with smaller pools of
patients of just 20,000. Choice is only effective for patients if they have alterna-
tives to switch to, so by using the combined methods of insurance, risk pooling
and longer budgetary cycles real choices and alternatives can be extended to a 222 Parliamentary Written
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healthcare, in both the London Choice Project and with the recent analysis of NHS
waiting times patients were supported in their choice, by patient care advisors and
GPs respectively.

To prevent any possibility of driving the inequalities we are trying to tackle,
it is important that the most vulnerable patients receive help and support to
make their choices. The most important aspect will be levelling the differential in
access to information, since evidence from the USA shows that relatively socially
advantaged groups are significantly more likely to use performance data to make
choices in healthcare.??®

Even before the recession of 2009, there was no public enthusiasm for paying
more through higher taxes to have greater choice in public services.?*® Although
there has been a universal political commitment to protect NHS spending,
changing demographics and the rising costs of delivering healthcare means that
the NHS is about to enter a period of previously unseen spending restraint.?*’
Extending choice into primary care can only work if it can be introduced in a way
which delivers value for money and, crucially, better value for money than other
improvement mechanisms.

Health Trainers are a recent Department of Health initiative that have shown
success in accessing people who are in circumstances that put them at a greater
risk of poor health. Typically their work involves encouraging people to stop
smoking, take more exercise, eat more healthily, drink sensibly and practice safe
sex. They often come from, or are knowledgeable about, the communities they
work with and nearly half of Health Trainer clients are drawn from the 20% most
deprived communities in the country.?*®

Health Trainers work towards a nationally recognised accreditation and there
has been considerable enthusiasm for the concept among third party organisa-
tions, such as the Army, Royal Mail, the National Pharmacy Association and the
Football Foundation. So far they have been implemented on a small scale, but
with encouraging results. 3,100 Health Trainers or Health Trainer Champions
have either been trained or are in training, with 60,000 patients having already
been seen. Currently all Spearhead PCTs — those with the worst health and highest
levels of deprivation — are covered by a Health Trainer service, and in total 88% of
PCTs have some form of Health Trainer service.?”’

We propose that Health Trainers should be used as the mechanism for support-
ing patient choice in primary care in the most disadvantaged areas. A recent
London evaluation of Health Trainers gives annual costs to the NHS of £125,000
per annum, which equates to £19 million nationally.”** Any additional funding
requirements could come from the savings of removing MPIG and seniority
payments which currently cost £405 million annually.

Resource allocation in the NHS is a complex process where various measures and
adjustments are made based on predicted need of the population. However, these
complex calculations are undermined by overfunding of affluent PCTs and un-
derfunding of deprived PCTs. Moreover, there are no direct financial incentives to
encourage GPs or primary care providers to move into areas where they are needed

most. Resources need to be allocated on a much more consistent and predictable



level so that avoidable inequalities in health can be reduced. By focusing on the
biggest drivers of spending on health — age and deprivation — allocations would
be more equitable. And by offering a financial incentive — the ‘patient premium’
— GPs and primary care providers would move into areas where they are need and
where it is most convenient for patients. But if the market in primary care is to be

stimulated through choice; then choice needs to happen.

Resource allocation in the NHS should be distributed directly from the
Department of Health, or any new independent board, to GP practices or
primary care providers. The method for allocating funds should be based
on age, postcode and a ‘patient premium’. The premium element should
be funded by a re-allocation from the Hospital and Community Services
(HCHS) budget and would act as an incentive to providers to deliver health-
care where it is needed most.

Resource allocation budgets should continue to be broken down by special-
ity area such as acute, mental health, maternity, etc, so that they can easily
be passed on from GP practices to Primary Care Commissioning Clusters or
other providers or commissioners, if required. A separate amount for out-of-
hours cover should be added to the allocation. Those primary care providers
that want to provide out-of-hours cover themselves might find it offers a
competitive advantage to attract patients to their service.

Registration with a GP should become an active process that needs to be
repeated every two to five years. This would drive competition and contest-
ability into the primary care market. The process of decision making would
better engage patients in their own healthcare as well as give a longer budget-
ary cycle to GP practices, which would also help reduce unavoidable variation
in healthcare spending. Health Trainers should be used as the mechanism for

supporting patient choice in primary care in the most disadvantaged areas.
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We have shown how the process of selecting a GP could become more active and
more frequent. Patients should be able to change doctors if they are unhappy
with aspects of their care or simply move to a more convenient service. We have
proposed a mechanism for changing doctors which is simple and will not worsen
health inequalities. However, both patients and their Health Trainers must have
access to high-quality standardised information so that they can make informed

decisions about the range of services on offer.

As we have seen earlier, 30% of people say they don’t know where to obtain infor-
mation about the different GP practices in their area. The most cited information
resource, but for only 35% of patients, is ‘media’ — including the internet. Leaving
aside the variation between social groups in internet access, the NHS Choices web-
site does provide patients with some basic information on primary care services.
Each GP practice lists opening times, names of doctors and a map. Performance
information is limited to the National GP Patient Survey, which focuses solely on
making appointments, and the Quality and Outcomes Framework (QOF). Most
people will have little understanding of QOF which is essentially a pay-for-per-
formance framework for doctors.

There are a number of other problems with the NHS Choices website: information
is incomplete for many practices; individual practices cannot be compared to one
another side by side on specific qualities that might be important to many patients’
e.g. expert patient programmes, diabetes clinics, weekend opening times. And the
available performance metrics are essentially meaningless, since it is not clear to

patients what the QOF actually measures.”!

In any event, there is actually relatively
little variation between GP practices on offer using QOF as a measure. In 2006/2007,

practices in England achieved on average 95.4% of the 1,000 points available.?*

Our previous report, in 2007, on health outcomes, Measure for measure, identified
the benefits of improved information in healthcare. It recommended, amongst



other things, that Government explicitly recognise the three different uses for in-
formation: accountability to the public; choice and assertiveness for patients and
improvement for providers. There is now political consensus and commitment to
move towards publishing outcome based data in the NHS, and although difficult
to accomplish, this commitment should include a measure for primary care.

Good quality, accessible, standardised information can help medical profes-
sionals improve their clinical skills as well as allow patients to make informed
choices between primary care providers. Systematic assessment and feedback of
doctors’ performance over a number of years has been demonstrated to improve
clinical performance.”®* Indeed, part of GP training involves recorded assessments
of patient consultations being used, discussed and assessed in order to improve
GP performance. It is wrong to exclude patients from this process as part of the
paternalistic, doctor knows best approach.

Measuring clinical outcomes in primary care is complex, but that does not
mean this should not be done. GPs play a fundamental role in managing serious
and long-term conditions and it is important for patients to know that they are
receiving high quality care. At present, patients and GPs have nothing against
which to compare the outcomes of people with conditions similar to their own
registered at different primary care providers.

A difficult concept for us all to accept is that we might only be average at our jobs, but
that is the consequence of normal distribution. There are average teachers, taxi drivers,
policy makers and doctors. Individual abilities are spread over a broad range in all pro-

fessions — the normal distribution or when plotted graphically as below, the bell curve.

Shifting the Bell Curve
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Many people like to think that their GP practice is the best, but the reality is quite
different. If we were able to plot the performance of all GP practices in England what
we would find is a bell curve: a handful of practices with relatively poor outcomes for
their patients, a handful with remarkably good results, and a great indistinguishable
middle. The majority of doctors, just as in other professions, are average.

However, the interesting point is what happens to the shape of the bell curve
once patients have access to information about how good their doctor is, and, more
importantly, how doctors compare their ratings to their professional peers. Peer

to peer architecture and benchmarking relative performance are key to improving
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standards in healthcare. The results from two disease areas in the USA help explain
the phenomena. The first expample is the radical transformation in the median age of
death for sufferers of cystic fibrosis. In 1957, the average patient with cystic fibrosis
died by age three. By 2003, life expectancy had shot up to 33 years. Why? All because
comparative information on mortality rates were painstakingly collected and then
published. This showed that one centre was light years ahead of everyone else in
terms of survival, and when their data were published every centre began using their
treatment protocols.?*

Second is cardiac surgery. Since 1989, hospitals in New York have been required
to provide publicly available clinical data on cardiac surgery. This is to set a bench-
mark against which hospitals could assess the quality of their care and also to give
patients information to aid their selection of hospitals providing cardiac surgery. Over
the four year period from 1989 to 1992, the risk-adjusted mortality rate for coronary
artery bypass grafting (CABG) fell by 41%.** As a comparison, the mortality rates of
general Medicare patients fell only 18% between 1987 and 1990.2%® Furthermore,
variation between providers, as measured by standard deviation, fell from 2.28% to
1.27% — evidence that the bell curve had narrowed, as shown in the graph above. This
narrowing of the bell curve was achieved through a combination of factors: individual
surgeons with high mortality rates stopped operating?’ and poorly performing hospi-
tals received additional support and advice from the Cardiac Advisory Committee.?*®
Poorer performers sought to understand the precise causes of their higher mortality
rates and took steps to improve.

Information is a powerful force for improving healthcare.

As we have seen, currently available information on different primary care providers
is poor. The result is that 30% of people don’t know where to look for information.
Informal information like word of mouth necessarily includes an element of patient
experience as friends and family may describe their own experiences of their visit
to a particular GP or hospital. Ultimately, however, information based on patient
experiences works along the principle of recommendation, which has been shown
to be a powerful influence on consumer choice. One study of consumer switching
behaviour in service industries found that around 50% of new suppliers are chosen
by word-of-mouth.?** Another study, which considered why consumers switched
services for hairdressers and supermarkets, found that 65% and 72%, respectively,
stated that personal recommendation was the main reason for switching.**°
Therefore, in order to drive choice patient information does not have to focus
solely on clinical outcomes. In the absence of a primary care metric, simple
performance measures can provide a good proxy for clinical performance since
high patient satisfaction correlates positively with good quality clinical care.**!
Small things, like friendly receptionists or prompt answers to phone calls, reflect
good organisational discipline. It is because of the absence of reliable and compa-
rable information on quality in primary care that we have seen the development
of patient rating and feedback sites. These sites focus on using the best available

proxy measure for high quality healthcare: patient satisfaction.



Despite concerns that negative feedback will reflect unfairly on good doctors,***
patient feedback may actually reduce the risk of litigation by identifying prob-
lems, such as poor communication skills, early on.*** Patient rating and feedback
is good for other patients; the challenge is to convince resistant professionals that
the nature of the paternalistic doctor-patient relationship needs to change.*** By
providing an alternative to word-of-mouth recommendations from family and
friends, patient rating sites are arguably more equitable as patients can read the
reviews posted by others from a variety of backgrounds.

Although they have received criticism in the UK, rating websites dedicated to
healthcare are popular in the USA. They have been created by entrepreneurs and
insurance companies in response to the lack of quality information on profes-
sional services. Indeed, surveys in the USA indicate that patients themselves
consider patient satisfaction surveys the fairest way to measure and compare the
quality of care, even when compared to official regulators.*** In the absence of a
primary care metric rating websites in the UK such as iwantgreatcare.org are the
best comparative tool that patients have.

HealthGrades: combines hospital outcome data with patient reviews and ratings
of individual physicians. General information is provided free although more
detailed reports attract a fee. Patients can rate doctors on a 5 point scale from
poor to excellent on 8 possible metrics including: urgent appointments, time with
patients, listening and answering questions, and recommendation.
IWantGreatCare.org: a UK-based site independent of the NHS, which invites
patients, relatives and colleagues to score doctors 0-100% on trust, listen and
recommend. They can also rate the location of the practice on cleanliness, dignity
and respect, politeness, efficiency and quality of nursing care. Information is
collected on its own and through PCT websites and provided free of charge to
patients. The site currently has reviews of 25,000 of the UK’s 34,000 GPs.
RateMD: patients rate hospital and primary care physicians on a score of 1-5 on
punctuality, helpfulness and knowledge. The latter two metrics are averaged
to produce an overall quality score. Information for patients is free and includes
ratings of some UK doctors.

WellPoint: ‘Zagat Guide’ for customers of WellPoint health insurance in the USA.
Patients score doctors out of 3 on trust, communication, availability and environ-
ment and can also leave written comments. No ratings are revealed to doctors
or patients until 10 are collected. Nearly 90% of consumers recommend their

doctors.

A key feature of rating websites is that they provide information at a number of
different levels. First, basic factual information: opening times, locations, facili-
ties etc. This is an important dimension and allows consumers compare services
according to which factors they consider important. Second, an overall rating
plus sub-ratings based on relevant metrics of performance. For example, ap-
pointment availability, trust and recommendation are highly relevant in primary
care. Third, reviews written by consumers, relatives, carers, or colleagues based
on personal experience.
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The NHS is slowly appreciating the importance of patient experience. Patients can
rate and review hospitals through the NHS Choices website and this has just been
extended to include GP practices. However, we believe that there should be a clear
divide between official and informal sources of information. The NHS should focus
on producing standardised, meaningful and accurate information on quality of care
and outcomes, whereas personal experience and informal information should be
independent and free from the appearance or threat of manipulation or bias.

Consumers must be able to trust the information on which they base their
decisions. For example, following allegations of conflict of interest, the New York
Attorney General has mandated an industry funded non-profit organization to
establish a new, independent database on health insurance reimbursement rates.**¢
The database will, for the first time, allow healthcare consumers in the USA to
find out in advance how much they may be reimbursed for common medical
services in their area. Previously the database was controlled by the health insur-
ance industry and manipulation of data was alleged. The NHS is not without its
own allegations and history of gaming, so it is important that patient rating is
maintained independently from the NHS.

If the internet is to be one of the key ways in which patients receive informa-
tion about GPs and primary care, it is essential that the conduit for delivering this
information to patients — Health Trainers — are able to service the needs of their
clients. Health Trainers must have access to high-quality standardised informa-
tion. Whether this means equipping Health Trainers with laptops or ensuring that
there is some form of ‘best buy’ tables and independent feedback on GPs each
area are practical issues. However, any information should be comprehensible to
its intended audience and what works for different sets of patients will develop as
data on health literacy in the UK grows.

Improving information is fundamental to unlocking the potential health gain
from a market in primary care. It should be a priority for the Department of
Health to focus on developing meaningful measurements of performance in
primary care. In the meantime, and since patient feedback is a good measure
of high quality clinical care, independent sources of rating and patient feed-
back should be promoted and encouraged.

Health Trainers should be equipped with the means to deliver meaning-
ful information to those households where they are supporting choice of
primary care provider. Developing a knowledge base of health literacy in the
UK will ensure that the most deprived patients are supplied with relevant
information.

The Audit Commission describes commissioning as, “the process of specifying,
securing and monitoring services to meet people’s needs at a strategic level. This
applies to all services, whether they are provided by the local authority, NHS or

other public agencies or by the private or voluntary sectors.”**



As we have seen earlier, PCT based commissioning of health services is yet

to demonstrate that it has delivered real and tangible improvement in health
outcomes. High quality commissioning is patchy, and success is often based on
the competence of the individual commissioner; methods, approaches and tools
are rarely systematic or embedded into PCTs.
Although PCTs are the largest budget holders in their local health economies,
they are often seen as the weakest organizations. They have struggled to make an
impact, lacking prominence or importance like acute hospitals, close relationships
with patients like GPs or real engagement and accountability to patients and citi-
zens as with local authorities. As relatively newer organizations, formed in 2000
then merged in 2006, they have struggled to find their place within a system
dominated by the professions and often find themselves out-manouvered by the
more powerful service providers such as Foundation Trusts.

There are 152 PCTs each with management boards with a full quota of execu-
tives and non-executives. Although it is difficult to quantify staff numbers and
growth, the number of staff employed supporting central NHS functions has
increased by 48% in the last decade.”*® The water is muddied further by pan-PCT
clustering, procurement hubs and collaborative commissioning arrangements — a
vast industry busy supporting centralised service planning. There is no central
NHS directory of commissioning and procurement organisations.

Perhaps though the biggest challenge is the lack of proximity to the patient
— PCTs are often distant carrying formulaic and artificial interactions with the
public. Front-line clinicians know that the real essence of our NHS is the interac-
tion between patient and a professional.

This is where function has followed form, PCT commissioners have been hand-
icapped by complex structures, but the fundamental issue is the disconnection
of the patient and professionals from commissioning decisions. We acknowledge
that by giving patients a choice of primary care provider and, at the same time,
giving these providers the total allocation of healthcare funds, the purchaser-
provider split will be undone.

However, we believe that two important changes in the balance of power
in the system will add accountability. First, we will essentially move from a
geographic health insurance model where the State selects services through its
PCTs, to a patient-led model, where the patient selects GP practices or primary
care providers who will drive the commissioning process because they now
have real financial input. Second, GPs will commission services, not based
on broad brush predictions made by PCT based commissioners, but based
on the needs of their patients. They will prioritise investments and manage
within their budgets. Patients and professionals will be in control, not PCTs
and the State.

The benefit of this approach is a greater level of personalization and patient
engagement in health decisions, and so a greater chance of success in tackling the
key issue for the future — the rising demand for NHS services. We have known for
many years that prevention, particularly in the case of chronic diseases, represents
our best chance of securing the NHS for future generations. By giving budgets
to GP practices and primary care providers who are closest to the patient we will
allow them to invest in order to deliver services that are better for the patient and
better value for money for the taxpayer.
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The general concern about giving budgets to GP practices to commission services
has been that this will add complexity and fragmentation into the system. We
disagree. A logical consequence of a bottom-up approach of commissioning serv-
ices will be system simplicity and reduced inequality in access to services. The
evidence from GP fundholding and the Total Purchasing Pilots was that GPs did not
commission everything themselves. Systems such as the central London Multifund
emerged where many practices grouped together to commission similar services.

We believe that widespread concerns about the skills and capacity of PCT based
commissioners will see Primary Care Commissioning Clusters (PCCCs)form relation-
ships with other organizations to help commission services. If; as we have suggested
earlier, the allocation of funds to GP practice or primary care provider level retains
the divisions for ‘acute’, ‘maternity’, ‘mental health’ etc then it will be easy for these
funds to be passed on to PCCCs or other commissioning organisations. However,
although this model sounds similar to existing structures, the nature of the relation-
ships will be fundamentally different and power to effect service change will rest
with patients not the State. The commissioning landscape will have fewer organiza-
tions and patients will have improved input into the commissioning process.

Annual Commissioning Cycle
The crux of the current commissioning process performed by PCTs is an annual
cycle of activity to identify the health needs of a population of people and to make
prioritized decisions to secure care to meet those needs within available resources.
By shifting commissioning to those who have most contact with patients the
process will be more directly focused on the needs of patients. The needs assess-
ment will be more specific and personal and a range of elements around patient
and system engagement will be simplified. There will be four key steps in the cycle:

Planning Phase: Identify the needs of the population being commissioned for
and define the service needs of that population

Service Design Phase: Having identified the needs to establish the require-
ments on the NHS and other providers

Procurement Phase: To identify and select the best providers to deliver the
services identified

Monitoring Phase: To performance manage providers against service level

agr eements



The different stages of the commissioning cycle call for different capabilities.
There is no reason for a significant structural change to the NHS in order to make
a reality of our proposals; the structures will remain, but the accountability will
be reversed. The key activities in the commissioning cycle will be split between
Patients, Primary Care Commissioning Clusters and the existing primary care

trust structures which will adopt a more strategic role:

Patients: By choosing to receive their healthcare from different GP practices
patients will have an increased input into the commissioning process. This
will replace ineffective voice mechanisms currently in place.

GP Practices or primary care providers: Patient choice and contestability will
drive GP practices and primary care providers to commission services that
their patients want.

Primary Care Commissioning Clusters (PCCCs): These bodies will be
responsible for translating the needs of their populations and marrying fund-
ing with those needs. They will be accountable for reviewing the performance
of contracts to ensure that their patients are receiving the best available care.
Some primary care providers might be big enough as a single organization to
fulfill this function.

Primary Care Trusts: Will become a strategic commissioning body and will
manage the commercial and contractual arrangements with provider organi-
sations on behalf of the Primary Care Commissioning Clusters. They will
support the commissioning clusters in specifying service needs; collect and
analyse data on behalf of the PCCCs, although the PCCC is ultimately respon-
sible. They will aggregate the requirements across a range of PCCCs to utilize
the ability to achieve economies of scale in purchasing from providers.

In the early days of implementation, PCTs will be called on to support an effective
shift of activity. Over time organic change will lead to a simplification of the PCT
and commissioning landscape. PCT bodies will have a much reduced, technocratic
and administrative role. Over time it is assumed that no more than 50 such or-
ganisations will be needed. This will generate a significant administrative saving
for the NHS.

We recognise that our system raises a potential conflict of interest for GPs
or primary care providers as both commissioners and providers. In the USA,
the issue of doctor self-referral has been argued to encourage over-utilisation
of services which in turn drives up healthcare costs. As a result there has been
enactment of ‘Stark’ legislation, which regulates referrals by doctors to healthcare
facilities with which they have financial relationships. In a budget limited system
like the NHS, increases in total healthcare costs would not be possible, although
if'left unchecked GP practices and primary care providers would have the poten-
tial to fully utilise budgets on an annual basis rather than make savings to invest
in improving services for their patients. Critics also suggest that the commis-
sioner provider conflict would create a captive referral system, which would limit
competition by other providers.

The issue of doctor self-referral is somewhat of a double-edged sword for the
NHS. While delivering more services in primary care has been the desired direc-
tion of policy for decades, the system needs to be designed in such a way as to
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prevent abuse. We do not propose to offer all the answers here; however, over-
sight by a regulator would offer protection by having access to comparable data
from PCCCs on referral rates and outcomes. We recognize that further examina-
tion and evaluation of this issue is required and we would not exclude ‘Stark’ type
legislation as an option.

Specialised services are those services provided in relatively few specialist centres
to catchment populations of more than a million people. They tend to be found
in larger hospitals in cities and regionally-commissioned specialist services include
kidney transplants, secure forensic mental health services and services for very rare
cancers. The evidence suggests that specialised services for complex conditions
cannot be sensibly planned, procured and delivered at a local level.**

Using nothing but choice and contestability to deliver health services for
complex and specialised commissioning would not work. We have already
seen that the current system of ten Specialised Commissioning Groups being
controlled by 152 PCTs has produced unacceptable variation for many of the 35
specialist services that should be uniform across the country. For rare conditions
such as transplants, complex spinal injuries and Duchenne Muscular Dystrophy
there should be little or no variation. Patients want the best treatment and
for these specialized conditions there is only one way of delivering best care.
National specialised commissioning does provide a single, best-practice delivery
method, with a careful focus on standards.

We propose that funding for specialist conditions should be taken out of the
financial allocations that we have described earlier. Specialist services account for
about 10% of the total PCT expenditure on hospital services - some £4.6 billion
- and we believe that, in the interim, this amount and the associated commis-
sioning responsibility should be allocated directly to the National Commissioning
Group. During a period of heavy change for the commissioning landscape, we
believe that specialist services would suffer disproportionately if they were left to
be commissioned by Primary Care Commissioning Clusters. Over time, and as
certainty in the strategic commissioning landscape returns, the commissioning of
specialist services could be returned to regional level. However, when and if this
change takes place funding for specialist services should continue to be allocated
directly from Departmental budgets.

Good information is fundamental for a market based mechanism to operate effi-
ciently, but in primary care information is poor. In the absence of meaningful meas-
ures that patients can understand, then patient satisfaction is a good proxy for high
quality clinical care. Allowing patients to rate their doctors should be encouraged.

Our proposed changes to the allocation of resources in the NHS will have
implications for the commissioning landscape. There are undoubtedly detailed
changes that need to be made which are beyond the scope of this paper. However,
the key point is that many of the existing structures will remain; it is the account-
ability that will be reversed.



Improving information is fundamental to unlocking the potential health gain
from a market in primary care. It should be a priority for the Department of
Health to focus on developing meaningful measurements of performance in
primary care. In the meantime, and since patient satisfaction is the best avail-
able measure of high quality clinical care, independent sources of rating and
patient feedback should be promoted and encouraged. We believe that the
NHS Choices website should be run by an independent organisation such as
the Consumers Association.

Health Trainers should be equipped with the means to deliver meaningful
information to those households where they are supporting choice of primary
care provider. Developing a knowledge base of health literacy in the UK will
ensure that the most deprived patients are supplied with relevant information.
Funding for national specialised commissioning and specialised services, such
as Muscular Dystrophy should not be included in the resource allocation to GP
practices or primary care providers. It should instead be given to the National
Commissioning Group and delivered centrally until the landscape for strategic
commissioning bodies stabilises. There would be significant cost savings from
centralizing these services as well as considerable improvements in the care for
patients with the rarest conditions.



Pol Icy Currently, in primary care there is no real choice for patients. Financial disincentives,
arbitrary practice boundaries and undifferentiated services have not delivered choice

EXCha nge for patients or enough doctors where they are needed most. But, choice of GP was
the original NHS offer: “Don’t forget, choose your doctor now” said the leaflets and

advertisements when the NHS was created in 1948.

Choice is good, both intrinsically, and as a mechanism for achieving change. However,
choice and competition can only succeed in delivering better value and improving
public services if institutions and markets are appropriately designed. Thus far
innovative service redesign in the NHS has been hampered by a top-down approach

to resource allocation.

In this report we show how extending choice in primary care through a new system
of resource allocation can improve outcomes for patients, produce efficiency savings

and, most importantly, empower and engage patients in their own healthcare.
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