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The NHS Commissioning Board has rejected the use of a new
funding formula for allocating health service funding in England
for 2013-14, owing to fears that it may be “inconsistent” with
its aim of reducing health inequalities.
The formula, recommended by the Advisory Committee on
Resource Allocation (ACRA), would radically alter the current
funding system by using age rather than income of local general
practice populations as the primary determinant for NHS
spending.
In a statement published alongside its planning guidance for
2013-14,1 the board said that it had opted not to bring in the
formula for 2013-14 and would instead give each clinical
commissioning group a 2.3% uplift under the current formula,
to offer the new organisations “stability in their first year.”
The board said that it could still introduce the new formula from
2014-15 but would first conduct an “urgent, fundamental”
review of its approach to allocating resources and assess the
consequences of changing the current system. It said that this
review would be completed in time for the board’s initial
conclusions on allocations for 2014-15.
The health policy think tank the Nuffield Trust was
commissioned by the Department of Health to research the effect
of the formula, known as person based resource allocation. Its
study, published in the BMJ, showed that the model performed
well by international standards.2

The commissioning board acknowledged that the new formula
“accurately predicts the future spending requirements of CCGs
[clinical commissioning groups] based on the pattern of need
as it is being met from that particular budget.” But it expressed
concern that the formula could exacerbate health inequalities
by redirecting funding from the areas with the worst health
outcomes.
It said, “It [the board] is concerned that use of the formula on
its own to redistribute funding would predominantly have
resulted in higher growth for areas that already have the best
health outcomes compared to those with the worst.
“On the face of it, this appears inconsistent with the NHS
Commissioning Board’s public purpose to improve health
outcomes for all patients and citizens and reduce health
inequalities.”

Its review would draw on “the expert advice of ACRA and
involve all partners whose functions impact on outcomes and
inequalities,” the board said.
Overall, the board said that it would be allocating £65.6bn
(€81bn; $107bn) to clinical commissioning groups and local
authorities, representing a budgetary increase of 2.6%, or 0.6%
in real terms.
Clinical commissioning groups will be awarded increases of
2.3% against 2012-13 spending by primary care trusts, with
overall allocations to local authorities increasing by 38% to
£0.9bn to help facilitate greater integration between health and
social care.
Jennifer Dixon, chief executive of the Nuffield Trust, who led
the research into the new formula, said that the new formula
was the most accurate to date when it came to predicting costs,
but she acknowledged that no formula was able to accurately
capture data on people not being seen by the NHS, which may
account for the board’s fears over health inequalities.
“There is still the question . . . if you have a health problem but
don’t use the services, how do you reward areas that have more
of those people? That goes for the wealthy using private care
and the poorer groups who may delay and not go until the last
minute. I think they [the board] are worried about that issue.
We have tried to compensate for it in different ways, but nobody
has that data.”
But Dixon added that she did not believe that the board was
“ducking the issue” but was acting pragmatically given the
pressures facing the system.
“I think they like the formula and they think it’s robust. But
there are a lot of steps between accepting a formula and actually
using it in the allocations.
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