Response re. fair share budgets 
Under practice based commissioning (PBC), practices receive an indicative budget which shows the cost of providing health care services to their population.  The scope of this budget is for local agreement between PCTs and practices.  In Sutton and Merton, PBC budgets include the majority of hospital services (for example, outpatients, emergency admissions, planned care), a practice’s prescribing budget, extended services in primary care (for example, minor surgery), mental health services and community services (for example, district nursing).  It is the intention to include more services within these budgets in 2008/9 (for example, A&E attendances).  Some services are excluded from PBC budgets: primary care contracts (for example, for GP services and community pharmacists) and specialist commissioning (for low volume, high cost services that are generally commissioned by a number of PCTs or at a regional or national level).

Practices in Sutton and Merton have chosen to work together in groups.  There are five PBC groups across the PCT, with populations ranging from 25,000 to 150,000 patients.  Three of these groups include Merton GP practices: Integrated Primare Care Commissioning (6 practices), Merton (12 practices) and Nelson (14 practices, including practices in Sutton).  Within each group, practices have combined their individual budgets to create a single budget for the group.  The size of the budget ranges from £15 million for the smallest group to £84 million for the largest.
Practice based commissioning budgets are indicative.  That means that the actual money and ultimate responsibility (and risk) remains with the PCT.  Moreover, the fact that a practice or group has a budget allocated to them does not affect a patient’s access to health care services.  The purpose of allocating a budget is to provide an incentive to practices to manage within that budget (as they can reinvest any savings back into patient services) and to ensure that health care services are as efficient as they can be.  For example, if a practice can safely provide more care for patients with diabetes at the practice, this will reduce the number of required outpatient attendances and release savings that can be reinvested in better services.    
Practice based commissioning budgets are calculated by aggregating a number of discrete budgets for different types of services.  The methodology for calculating these budgets varies depending on the information available and the type of service the budget covers.  This is important when discussing ‘fair share’ budgets. 
‘Fair share’ budgets are budgets that allocate resources on the basis of actual need, rather than on the basis of the historic costs of health care services to a given population.  It is the PCT’s intention to move towards ‘fair share’ budgets for hospital services and prescribing.  For 2007/8, the PCT compared the historic budget of each of the 53 practices involved in PBC with a calculation of  their ‘fair share’ budget (based on a national formula used by the Department of Health to allocate funding to PCTs).  14 practices had historic budgets which were more than 10% away from their ‘fair share’ budget.  39 practices were within 10% of their ‘fair share’ budget.  For those practices more than 10% away from their ‘fair share’ budget, the PCT adjusted their budget by 1% to move them closer to their ‘fair share’ budget.  Seven practices received an increased budget; seven practices received a decreased budget.  Both the calculation of the ‘fair share’ budget, the 10% tolerance that was applied and the movement towards the ‘fair share’ was in line with national guidance.  
In Merton, 7 out of 23 practices had historic budgets which were more than 10% away from their ‘fair share’ budget.  6 of these practices were under their ‘fair share’ and received an increase in 2007/8.  One practice received a decreased budget as it was over its ‘fair share’ allocation.  The budgets of all three Merton PBC groups are within 10% of their ‘fair share’ allocation.   
For the other budgets, such as extended primary care services, mental health and community services, there is currently not enough information to show the historic costs of these services at a practice level.  As a result, the total budget for the PCT is allocated on what is called a ‘weighted capitation’ basis.  This means that each practice gets their fair share of the overall budget.  Although this means that they receive their fair share allocation, it does not follow that patients have equal access to these services.  Improvements in data and information over the coming years will show how these services are accessed by patients and if there is equal opportunity of access for populations.  
The PCT is currently discussing with PBC groups the approach to ‘fair share’ budgets for 2008/9.  It is likely that there will be a 3% adjustment for those practices between 10 and 20% away from their ‘fair share’ budget for hospital services and prescribing.  Those practices more than 20% away from their ‘fair share’ budget will be considered on an individual basis.  The PCT and practice based commissioners are committed to understanding why some practices are a considerable distance from their ‘fair share’ budget.  In 2008/9, analysis will be undertaken to improve the PCT and PBC groups’ understanding of the key factors and determinants.

It should be noted that any movement to a ‘fair share’ budget will not disadvantage patients or reduce their access to health care services.  It may make it either easier or harder for practices to manage within their individual budget, but it will not affect patient care.  The budgets of all 5 PBC groups are within 10% of their ‘fair share’ budget allocation.  The Department of Health is reviewing the national formula used to allocate funding to PCTs and to allocate ‘fair share’ budgets to practice based commissioners.  It is hoped that the replacement formula will be sensitive to local needs and circumstances so that the allocation of budgets is as equitable as possible.  
