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Fundholding general practices

Early successes- but will they last?

This week sees the publication ofa report on the experience of
10 first wave fundholding practices, charting their progress
through the preparatory year and the first three months of the
scheme.' These pioneers took charge of budgets covering
practice and prescribing costs and a range of hospital services.
They were able to use their leverage to extract advantages in
hospital contracts, including shorter waiting times and faster
turn around of pathology tests (by switching providers,
buying extra sessions, or pressurising local hospitals).
Some cut costs by switching to generic prescribing,

reducing referrals, or changing providers. These savings were
used to develop practice based services, such as consultant
clinics and physiotherapy sessions. In some cases practices
pooled resources to pay for the reopening of closed wards in
their local hospitals. Despite numerous teething problems the
first wave fundholders were enthusiastic about the benefits of
the scheme three months on.
Buoyed by this apparent success, the secretary of state has

announced the extension of the scheme to smaller practices.
Before getting carried away on a tide of euphoria about the
benefits of a demand led service it is worth stopping to ponder
whether these early advantages can be sustained and to
consider the risks inherent in the scheme. So far the major
achievements have lain in the improvements in quality that
fundholders have extracted from hospitals. The practice
based innovations are important too, though none is unique to
fundholding: many non-fundholders have developed generic
prescribing policies, computerised information systems, spe-
cialist clinics, minor surgery sessions, diagnostic facilities,
and protocols for shared care.
Though hospitals woke up to fundholding very late in the

day, most have shown a new willingness to negotiate with
general practitioners. This represents a breakthrough for
secondary care, which has often been unresponsive to con-
sumer concerns. Supporters of fundholding argue that dis-
trict health authorities can never match general practitioners'
sensitivity to patients' requirements. Certainly fundholders
led the way in negotiating detailed quality specification in
their hospital contracts, but many health authorities are now
taking considerable pains to determine the views of general
practitioners so as to redress the balance.2
Much ofthe concern about the scheme centres on the extent

to which the advantages for the patients of fundholding
practices are gained at the expense of those whose practices do
not hold budgets, thus increasing inequalities. Glennerster
and colleagues argue that improvements may result from
improved efficiency, which may benefit all practices.' Unfor-
tunately, their study does not include non-fundholding
practices, so we shall have to look elsewhere to test this
assertion. True or not, it highlights a key political issue, for as
long as fundholders remain a small minority of well organised

larger practices, with good facilities mostly in prosperous
areas, they will be open to the charge that the scheme channels
resources to those areas least in need.

Several large problems remain. One of the most intractable
concerns the allocation of budgets. At present budgets are
based on past patterns of service use, which is unsatisfactory
for several reasons. Firstly, it was extremely difficult to
determine the extent of past activity because of inadequate
routine data. Secondly, it is now well established that rates of
referral and admission vary widely among practices,3 and
these variations remain unexplained by conventional meas-
ures of need.45 Budgets allocated to the fledgling fundholders
varied by a factor of three, partly for this reason and partly
because hospital prices varied widely.6 Thirdly, this method
of allocating budgets provides an incentive for practices to
increase their rates of prescribing and referral in the prepara-
tory year and penalises those practices that are already
efficient. The fourth and most worrying problem is that
practices may be persuaded to indulge in "cream skimming,"
whereby patients with expensive health care needs are
removed from their lists.7
To counteract these problems the Department of Health is

anxious to move towards formula based funding, although
constructing a satisfactory formula is proving difficult. An
important problem concerns the use of private medical care.
In the Oxford region referrals to private clinics ranged from
less than 5% to more than 50% of practices' total outpatient
referrals.8 No data are collected on numbers of patients with
private health insurance, or on clinical activity in independent
hospitals. Unless the formula can take account of these,
practices in prosperous areas will continue to have a financial
advantage over others.

Other concerns include the potential for abuse arising from
the fact that practices have been allowed to establish private
companies to enable them to sell and buy services from
themselves. When this occurs the competitive advantages of
the purchaser-provider split no longer apply. Practices that
have established their own locally based services-for
example, physiotherapy-dramatically increase their refer-
rals to these facilities. Is this evidence of previously unmet
need or ofdemand induced by suppliers? How can we be sure
that patients are receiving the best care? As the American
experience shows, preventing abuse will require careful
regulation.7
The future of fundholding is hard to predict, not least

because Labour has pledged to abandon the scheme if it wins
the election. The first year offundholding may not turn out to
be typical: whereas fundholders could play the market district
purchasers had to keep to historical referral patterns. If health
authorities' future purchasing plans closely reflect general
practitioners' wishes practices may see little advantage in
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fundholding. Fundholders may decide that it is in their
interests to form purchasing consortiums -indeed some have
already done so. If the consortiums grow in size they will
require some form of bureaucratic organisation. The flexi-
bilities of small scale purchasing may then be lost.

It is important to remember that the scheme currently
covers only one fifth of the total hospital and community
service costs for a practice population: currently all
emergency attendances and admissions are excluded, as are
medical and psychiatric admissions and community and
maternity services. Health authorities have to buy these
services for their resident populations, including the patients
of fundholders. This entails measuring needs and outcomes,
identifying possibilities for health gains, and setting priori-
ties. The skills required to perform these tasks are rarely
found in primary care. Fundholding remains an interesting
experiment, which should continue as long as there is a
commitment to monitor and learn from the experience. But

we have not arrived at the point where general practitioners
should take over as the main purchasers of health care.

ANGELA COULTER
Deputy Director,
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Advance directives about medical treatment

Making up one's mind while one still has a mind

Two months ago the Patient Self Determination Act came into
force in the United States.'13 It may considerably enhance
patients' control over their health care or it may cause
unnecessary suffering for thousands of patients and be an
intolerable burden to health care institutions. Everyone
should be watching this great American experiment with
interest.
The act passed through Congress as part of the Omnibus

Budget Reconciliation Act. Essentially it requires health care
institutions with provider agreements with Medicare and
Medicaid (which includes most large hospitals) to advise all
patients, on admission, of their rights to accept or refuse
medical care and their right to execute advance directives.
These institutions must document whether patients have
made an advance directive, must implement advance directive
policies, and must educate their staff and communities about
advance directives. The act does not create any new rights for
patients but it places a clear responsibility on the health care
institution to initiate such discussion. Many more directives
are likely to be drawn up as a result of the act.
An advance directive is a statement made by a person when

fully competent about the health care that that person would
want to receive (under certain circumstances) if he or she were
to become incompetent. A "living will" is usually taken to be a
special kind of advance directive concerned with refusing life
prolonging treatment.
A British working party on living wills recommended in

1988 that: "Extensive debate should be arranged . . . before
any decision is taken to introduce advance directives nation-
ally."4 The new American act provides much needed stimulus
for such debate.
The debate will need to address three issues: whether

advance directives are generally desirable; if they are, what
the best setting is for patients' wishes to be sought; and how it
can be ensured that patients' wishes are respected at the
relevant time. The American experience over the next few
years should help to answer the second two questions. But in
Britain the answer to the first question is not yet settled.
The central argument in favour of advance directives is that

they extend patients' control over their health care.5 It is
accepted that competent patients have a right to refuse

medical treatment and to choose from among the available
treatments; advance directives extend such autonomy to
incompetent patients who were previously competent. The
main argument against advance directives is that competent
people are not well placed to make decisions concerning their
future incompetent selves. At its most extreme an argument
can be made that the incompetent person is, in many of the
situations envisaged, quite literally a different person from
the person who completed the directive.67 The less extreme
view is that a fully competent person cannot imaginatively
identify with a future incompetent self sufficiently for the
advance directive to be relevant.

This doubt is given substance by clinical experience. For
example, a woman who many years ago may have made it
known that she would not want aggressive life prolonging
treatment should she become severely incapacitated may
since have suffered several strokes, leaving her aphasic and
unable to walk. Yet despite her disabilities and her previous
injunction a strong will to live may be obvious.

Other countries have much to learn from the American
experiment. It should help to clarify the practical problems in
establishing and following advance directives for health care.
And it may well generate solutions to these problems. But it is
not good enough simply to watch what is happening in the
United States. As recommended almost four years ago,
Britain needs to begin widespread discussion and debate of
the topic- and, in particular, of the fundamental issue: are
advance directives the right way to enhance patients'
autonomy?

TONY HOPE
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