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John Bailey  
Head of Financial Strategy & Allocations  
NHS England  
Quarry House  
Quarry Hill  
Leeds  
LS2 7UB  
 
30th September 2013  
 
 
 

Dear John 
 

Fundamental Review of Allocations Policy: Response on behalf of Leeds North 

CGG, Leeds South & East CCG and Leeds West CCG to NHS England  

Indicative future CCG allocations were published by NHS England last month.  Having attended 

the national workshops which explain the methodology behind the new calculations the Leeds 

CCGs agreed with you to submit evidence around the impact on Leeds so you could review as a 

case study to understand how the formula was working.  We therefore wish to highlight a number 

of additional factors that we feel need to be taken account of in the allocations methodology and its 

implementation. 

These fall into the following categories and are explained in more detail below: 

 The need to reflect the deprivation levels in a population as well as age as an indicator of 

health spend need (and therefore cost) 

 Supply variables which would impact on the proposed rate of change in allocations 

 A reflection of the distribution resources within a health economy  

 A reflection of the level of existing spend in community schemes within a health economy  

 Impact of Local Authority cuts within a health economy and the nature of Inner City 

populations 

 Pace of Change 

 

The proposed indicative allocations published by NHS England indicate a huge shift of resource 

from the North to the South of England.  The underlying change in the formula leading to this shift 

is the move away from funding driven by deprivation to one driven by age.  Previously 10% of 

funding has been “diverted” to deprived areas.  It appears that there has never really been any 

statistical modelling to evidence this requirement, but the adjustment has been made as it has 

been deemed to be the right thing to do – recognising the additional health need in deprived 

populations.  However, ACRA, driven by statistical modelling (rather than softer intelligence) are 

now suggesting that diversion should cease. 

lease contact:  
Telephone enquiries, please contact:  
Beverly Keeting  
Tel:  0113 84 31646 
Email:  Beverly.Keeting@nhs.net 

2180 Century Way 
Thorpe Park 

Leeds  
LS15 8ZB 
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There also appears to be a view that whilst deprived populations and the health inequalities that 

arise from that cannot be tackled by CCGs, and the responsibility for that should lie with Public 

Health and Primary Care.  

 

Deprivation or Age? 

Clearly, age is a huge driver of healthcare resource consumption which needs to be reflected in 

any NHS funding formula.  However, it is also well evidenced that deprived populations have 

greater health need (and notably use proportionately more non-elective services which are more 

expensive than elective).  The fact that this cannot be statistically modelled through an allocations 

formula does not justify its removal from the formula, rather, as has happened previously 

necessitates an adjustment to that formula. 

 

National Evidence 

It is well documented nationally that people who live in areas of socio-economic deprivation 

consume a greater level of healthcare resource than people who live in more affluent areas. 

The King’s Fund, Avoiding Hospital Admissions (2010) states: 

- Age is a risk factor for emergency hospital admission, however only 5-14 year olds have 

low risk, there are a large number of admissions occurring in those <65 years – see figure 1 
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- There is evidence that people who live in areas of socio-economic deprivation have higher 

rates of emergency admissions.  In the UK, admission rates are significantly correlated with 

measures of social deprivation.  Practices serving the most deprived populations have 

emergency admission rates that are around 60-90% > than those serving the least deprived 

populations. 

- Policy makers should consider the impact of socio economic deprivation and other socio 

demographic factors when designing policy around admission rates. 

 

If it is deemed that policy should take cognisance of the impact of deprivation, surely the 

calculation of resource allocation should reflect this. 

 

Local Evidence 

The impact of the new indicative allocation in Leeds appears to mirror the national shift.  It is 

felt that local evidence demonstrates the flaws that exist in the newly proposed formula.  There 

are three CCGs in Leeds, each with diverse populations.  Leeds South & East (LSE) has a 

significantly more deprived population.  Whilst the other two CCGs do have areas of 

deprivation, Leeds West (LW) has a significant student population and Leeds North (LN) has a 

higher proportion of elderly population.  It is not the intention of the case presented in this letter, 

to move resource within Leeds, but to highlight that three diverse populations appear to have 

relatively the same treatment in the allocation formula. 

LSE have analysed public health intelligence in relation to healthy life expectancy to estimate 

need in their elderly population.  The basic premise is that in deprived populations people 

develop life-limiting conditions at younger ages and live in ill health for longer when compared 

to their peers in more affluent communities.  This statement is backed up by data which shows 

a greater gap between healthy life expectancy (aka disability-free life expectancy) and life 

expectancy in deprived communities (see charts below which is for all MSOAs in Leeds).  This 

is reflected for the male and female population in figure 2. 
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Figure 2 – Gap in Healthy Life Expectancy and Life Expectancy in Deprived Populations 

Male Population 

Female Population 
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The difference in both life expectancy and healthy life expectancy between deprived and more 

affluent populations has important implications for the numbers of patients requiring healthcare 

input. Due to the age-sex structures of populations, which typically show significant falls in the 

numbers of patients above the age of 70 owing to mortality, lowering the healthy life expectancy 

rate by just one year can add a significant number of patients to the population living in ill-

health. This phenomena means that whilst a CCG like Leeds South & East has only 4,800 patients 

aged 85 and over (which equates to 1.83% of its total population), it has 54,800 patients over the 

healthy life expectancy age (20.8% of its population), and an estimated 37,211 patients in ill-health 

(14.1% of its population).   By contrast, Leeds North CCG has 4,650 patients aged over 85 (2.3% 

of its population), 34,340 patients over the healthy life expectancy age (16.8% of its population), 

and an estimated 23,330 patients in ill-health (11.4% of its population).  

 

These figures illustrate that whilst Leeds South & East has proportionately fewer elderly in its 

population when compared to Leeds North; its elderly population suffering from ill health 

represents a greater proportion of its population.  

This is shown in the age sex profiles in figure 3 below: 
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Figure 3 – Age Sex Profiles  
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Taking this in to account you would expect the new formula to reflect the increased need at 

differing age of the population within Leeds.  The graph below (Figure 4) shows health need by age 

band as calculated in the newly proposed formula, for each of the Leeds CCGs.  However, whilst 

clearly it has been identified that LSE requires slightly more resource than the other Leeds CCGs, 

the shape of the need curve is very similar for each.  We believe that the need curve for LSE 

(indeed for any CCG with a deprived population), should be much steeper at a younger age as 

their populations suffer ill health from a younger age and for a longer time period. 

Figure 4 – New Allocation – Health Need by Age Band 

 

This analysis provides some context to why the Leeds CCGs believe deprived CCGs warrant 

additional funding when compared to other CCGs with more affluent populations.  It is recognised 

that the proposed funding formula does this to some extent.  However, the differences between the 

‘needs’ adjusted aged-sex profiles for the CCGs in Leeds appear to be relatively small, and age 

and sex are by far the largest factors controlling the allocation of funds.  These differences 

certainly don’t appear to account for the differences in healthy life expectancy noted above and the 

longer period of time of ill health which starts sooner in deprived populations. 
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Other Issues: 

Supply Variables 

It is evidenced that those who live closer to A&E departments have higher rates of admissions.  

The guidance issued with the new formula states: “if an area has lower use of healthcare services 

because of lower capacity or distance, this is corrected for in the formula”.  Is it therefore the case 

that areas such as Leeds who have healthcare provision close to their population would have their 

allocation adjusted downwards?  If so, any pace of change policy would need to be very slow in 

this regard, allowing CCGs time to influence and change their population’s behaviour. 

 

Distribution of Resources within a Health Economy 

It has been suggested that the shift of resources appears to be “justified” nationally on the basis 

that CCGs currently in under spending positions are in line to lose resources in favour of those 

currently over spending and thus supporting a need to redistribute resources between health 

economies. 

However, within health economies, there also needs to be account taken of the balance of 

distribution of resources across the health system (i.e. Provider or Commissioner biased).  For 

instance, in Leeds, Newcastle and Liverpool, the CCGs are under spending but their main 

secondary care providers are running at reference costs indices in the range of 98 to 107 whereas 

in Birmingham where CCGs are potentially overspending, their providers are running at reference 

cost indices of 112 to 126.  In addition, in Leeds, the main provider is struggling to attain 

Foundation Trust status due to a number of factors, including financial sustainability.  This would 

suggest that some account  of where the “money” resides in the health economy needs to be 

taken, rather than focus  on CCG positions in isolation when using current CCG positions as a 

yardstick for justification of the reallocation of resources. 

 

Level of Existing Investment in Community Services 

The formula appears to be focused mainly on Acute vs. Primary Care spend and does not appear 

to factor in the level of spend in Community Schemes already in place aimed at both prevention 

and different ways of tackling health provision. 

 

Impact of Local Authority Cuts and Inner City Populations 

Some larger cities are experiencing significant cuts in local authority resources which will restrict 

their ability to continue with current levels of spend to support both integrated and preventative 

care.  If this is not factored into the formula then those CCGs losing resources will experience a 

compounded impact in terms of service retraction in other parts of the system concurrently. 

There appears to be a general bias of loss of resources towards inner cities as a whole.  Given that 

the allocations are based on registered populations, inner cities will be penalised for treating 

transient and unregistered populations. 
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Pace of Change 

If it is assumed that Public Health and Primary Care are the areas of the health economy which 

should be tackling health inequalities, then the pace of change needs to be slow enough for the 

system to find this new equilibrium.  Alongside this there needs to be a clear audit trail of funding 

going into those areas.  For example, if the Local Authority in Leeds receives an increase in 

allocation for Public Health, it cannot be automatically assumed that this resource will be invested 

in the deprived areas from which NHS resource has been removed.  Consideration should also be 

given to the fact that given the relative funding levels of CCGs, Public Health and Primary Care, 

using differential growth to achieve this will take decades (Public Health have received 10% 

growth, but this pales into insignificance compared with a  potential 13% cut to LSE CCG funding). 

The Comprehensive Spending Review has equally put unprecedented challenge on to Clinical 

Commissioning Groups.  With significantly reduced growth and upwards of 3% of resource 

transferred in to the Integration Fund there is a question of the degree of transformation that can 

be done in a short time.  Within Leeds the level of QIPP required to meet the challenges of the 

Comprehensive Spending Review will already be around 5-6% excluding the impact of the new 

Allocation Target.  Therefore, if implemented there needs to be an appreciation of the size of 

challenge that any CCG can undertake within a one to five year period, thus suggesting a much 

longer term Pace of Change Policy would need to be adopted to enable any health economy to 

find its significantly revised new equilibrium. 

 
We appreciate your consideration of the factors we have raised. 
 
Yours sincerely 
 

 
 
 
 
 
Nigel Gray    Dr Andy Harris   pp:   Philomena Corrigan 
Chief Officer   Clinical Chief Officer   Chief Officer 
NHS Leeds North CCG NHS Leeds South and East CCG  NHS Leeds West CCG
  
 
  

Sent on behalf of:   
NHS Leeds North Clinical Commissioning Group 
NHS Leeds South and East Clinical Commissioning Group 
NHS Leeds West Clinical Commissioning Group 
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Report of the Head of Scrutiny and Member Development 

Report to Scrutiny Board (Health and Wellbeing and Adult Social Care) 

Date:  30 October 2013 

Subject:   Care Quality Commission (CQC) hospital inspection programme: Intelligent 
Monitoring 

 

Are specific electoral Wards affected?    Yes   No 

If relevant, name(s) of Ward(s):    
  

Are there implications for equality and diversity and cohesion and 
integration? 

  Yes   No 

Is the decision eligible for Call-In?   Yes   No 

Does the report contain confidential or exempt information?   Yes   No 

If relevant, Access to Information Procedure Rule number: 10.4.3 
 

Summary of main issues  

1. As part of its new hospital inspection programme, on 24 October 2013, the Care 
Quality Commission (CQC) announced details of a second phase of hospital 
inspections – due to commence in January 2014.   
 

2. The following 19 NHS trusts have been identified to be inspected using larger, expert 
teams that include professional and clinical staff and members of the public who use 
care:  

 

From Band 1 (CQC intelligent monitoring) 
 

· Aintree University Hospital NHS FT (North) 

· Heatherwood and Wexham Park Hospitals NHS FT (South) 

· Homerton University Hospital NHS FT (London) 

· Leeds Teaching Hospital NHS Trust (North) 

· Northampton General Hospital NHS Trust (Central) 

· Royal Berkshire NHS FT (South) 

· University Hospitals of Leicester NHS Trust (Central) 
 
Foundation Trust aspirants 
 

· Hull and East Yorkshire Hospitals NHS Trust (Band 2) (North) 

· Oxford University Hospitals NHS Trust (Band 3) (South) 

· Royal Cornwall Hospitals NHS Trust (Band 3) (South) 

· St George’s Healthcare NHS Trust (Band 6) (London) 
 
 
 
 

 Report author:  Steven Courtney 

Tel:  24 74707 
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Keogh inspection follow ups 
 

· Basildon and Thurrock University Hospitals NHS FT (Band 1) (Central) 

· Blackpool Teaching Hospitals NHS FT (Band 2) (North) 

· Buckinghamshire Healthcare NHS Trust (Band 1) (South) 

· Dudley Group NHS FT (Band 4) (Central) 
 
Intermediate trusts 
 

· East Kent Hospitals University NHS FT (Band 3) (South) 

· Lewisham and Greenwich NHS Trust (Band 2) (London) 

· Peterborough and Stamford Hospitals NHS FT (Band 6) (Central) 

· University Hospitals of Morecambe Bay NHS FT (Band 5) (North) 
 

3. The 19 NHS trusts have been identified/ selected for the second phase of inspections 
based on whether they scored highly using the CQC intelligent monitoring tool; are a 
foundation trust applicant that Monitor have requested CQC to inspect; or were 
previously investigated as part of the Keogh Mortality Review.  Each of the 19 NHS 
trust will be given one of the following ratings: 

 

· Outstanding 

· Good 

· Requiring improvement 

· Inadequate 
 
CQC’s intelligent monitoring 

 

4. The CQC’s intelligent monitoring tool looks at 150 different indicators covering a range 
of information, including patient and staff experience and statistical measures of 
performance: The indicators have been selected to provide inspectors with a clear 
picture of the areas of care that need to be looked at in NHS acute trusts. 
 

5. Together with local information from partners and the public, monitoring helps the CQC 
to decide when, where and what to inspect and will also help the CQC identify and 
respond more quickly to hospitals where there is a risk that people might not be 
receiving safe, effective, high quality care. 
 

6. To help inform more detailed understanding, details of frequently asked questions 
(FAQs) relating to CQC’s intelligent monitoring are attached at Appendix 1. 

 
Hospital inspection programme 
 

7. The first phase of inspections started in September 2013 and by December 2015, CQC 
will have inspected every NHS Trust in England.  Each inspection will seek to answer 
the following five questions:  
 

· Are services safe; 

· Are services caring; 

· Are services effective;  

· Are services well-led; and, 

· Are services responsive to people’s needs?  
 

8. Inspectors will then make a judgement about the quality and safety of the care provided 
in each NHS Trust. The second phase of inspections will be the first to see NHS trusts 
given a rating from the CQC, with care rated as outstanding, good, requiring 
improvement or inadequate. 
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Leeds Teaching Hospitals NHS Trust (LTHT) 
 

9. As detailed earlier in this report, LTHT has been identified as one of the 19 NHS Trusts 
to be inspected as part of the CQC’s second phase of hospital inspections – due to 
commence in January 2014.  
 

10. The CQC’s intelligent monitoring report on LTHT (October 2013) is appended to this 
report. 

 
11. Representatives from the CQC, LTHT and local commissioners have been invited to 

attend the meeting to address any questions identified by Members and assist the 
Scrutiny Board in its consideration of the details presented with this report.  

 
Recommendations 
 
12. The Scrutiny Board (Health and Wellbeing and Adult Social Care) is asked to consider 

the information presented and discussed at the meeting and determine what, if any, 
further action it wishes to take. 

 
Background documents1 

13. None used 
 

 
 
 
 
 
 

                                            
1
  The background documents listed in this section are available to download from the Council’s website, 

unless they contain confidential or exempt information.  The list of background documents does not include 
published works. Page 13
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FAQs: Intelligent Monitoring: NHS acute hospitals  1 

 
 
 
 

Frequently asked questions 
 

Intelligent Monitoring: NHS acute hospitals 
 
 
 

Contents 
 
 
1. What is CQC’s Intelligent Monitoring? 2 

2. How will CQC use this analysis? 2 

3. How have the indicators been selected? 2 

4. In the June 2013 consultation document you described ‘tier 2’ and ‘tier 3’ indicators. 
How do these fit with the intelligent monitoring tool? 2 

5. Which data sources have been used? 3 

6. How up to date are the datasets that you are using? 3 

7. How often will the indicators be published and where? 3 

8. Do you wait for the refreshed data to make decisions about inspections? What if 
there’s a serious incident at a hospital? 3 

9. How have you created the bands used to categorise trusts and how will you use 
these? 4 

10. My local NHS trust is flagged as having a ‘risk’ or ‘elevated risk’ for a specific 
indicator. Is it safe? 4 

11. Why are you using Dr Foster’s hospital standardised mortality ratios (HSMRs)? 4 

12. What’s happened to the Quality and Risk Profiles (QRP)? 4 

 

Page 15



FAQs: Intelligent Monitoring: NHS acute hospitals  2 

1. What is CQC’s 
Intelligent 
Monitoring? 

 The new Intelligent Monitoring tool has been developed to 
give our inspectors a clear picture of the areas of care that 
need to be followed up within an NHS acute trust or a 
specialist NHS trust. The system is built on a set of indicators 
that look at a range of information including patient 
experience, staff experience and performance. The indicators 
relate to the five key questions we will ask of all services: 
are they safe, effective, caring, responsive, and well-led? 

2. How will CQC 
use this analysis? 

 CQC will use the indicators to raise questions about the 
quality of care, but we will not use them on their own to make 
final judgements. These judgements will always be based on 
a combination of what we find at inspection, intelligent 
monitoring analysis and local information from the trust and 
other organisations. 

3. How have the 
indicators been 
selected? 

 The indicators are those that we consider to be the most 
important for monitoring risks to the quality of care in acute 
hospital services. We selected these indicators because they 
measure things that have a high impact on people and 
because they can alert us to changes in those areas. We 
have engaged and consulted, and we tested the indicator set 
with a wide range of stakeholders. 
 
Our inspection programme will help us to refine the 
intelligence monitoring tool. For example, it will allow us to 
see whether trusts that don’t flag up with many concerns are 
judged to be good when we inspect, or whether trusts that 
appear to be concerning are better than we expect.  

4. In the June 2013 
consultation 
document you 
described ‘tier 2’ 
and ‘tier 3’ 
indicators. How 
do these fit with 
the intelligent 
monitoring tool? 

 Tier 2 indicators include a much wider range of intelligence 
which, on their own, may not trigger us into taking action. We 
will check them if the first set of indicators signals a concern, 
to help us understand the issues raised and decide what an 
inspection should focus on.  
 
This set of indicators will be considered in the planning stage 
for inspection, and analyses of these indicators will feature in 
the data packs that are prepared for each inspection. 
 
We are committed to improving the intelligent monitoring tool 
as we go, and we know, for example, that there are other 
aspects of quality that we cannot yet monitor because of 
limited national datasets. We described the developmental 
aspects of the model as ‘tier 3’ and we will continue to test 
new indicator sources. 
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FAQs: Intelligent Monitoring: NHS acute hospitals  3 

5. Which data 
sources have 
been used? 

 We have created indicators using existing datasets that CQC 
can access or information that is submitted directly to CQC. 
Some of the main datasets that have been used include: 
 

 Hospital Episode Statistics. 

 Incidents reported to National Reporting and Learning 
System. 

 Never Events reported to the Strategic Executive 
Information System (STEIS). 

 National Inpatient Surveys. 

 Experience information reported on NHS Choices, Patient 
Opinion, and to CQC. 

 NHS Staff Survey. 

 Junior Doctor Survey. 

 Electronic Staff Record. 

 Staff concerns reported to CQC (whistleblowing 
information). 

For a more detailed explanation of the data sources that we 
have used to generate these indicators, please refer to the 
document ‘Indicators and methodology’ on our website. 

6. How up to date 
are the datasets 
that you are 
using? 

 CQC uses the most up-to-date datasets that we can access. 
The time period varies depending on the dataset. For some 
indicators there is a time lag between the date the data was 
originally collected and the point at which the information is 
available to CQC, whereas for others we can have access to 
the data source within a week. 

7. How often will 
the indicators be 
published and 
where?  

 The indicators will be published quarterly on CQC’s website: 
www.cqc.org.uk/hospitalmonitoring. 

8. Do you wait for 
the refreshed data 
to make decisions 
about 
inspections? What 
if there’s a serious 
incident at a 
hospital? 

 We’ll continue to carry out inspections whenever we have 
information that people might be at risk of poor care. 
Intelligent monitoring helps us to determine our programme of 
inspections. 
 
If we had concerns that people were at risk, we would carry 
out an immediate inspection, outside of our planned 
programme. 

Page 17



FAQs: Intelligent Monitoring: NHS acute hospitals  4 

9. How have you 
created the bands 
used to categorise 
trusts and how 
will you use 
these? 

 Trusts have been categorised into one of six summary bands, 
with Band 1 representing highest risk and Band 6 the lowest 
risk. The bands have been assigned based on the proportion 
of indicators that have been identified as ‘risk’ or ‘elevated 
risk’, or if there are known serious concerns with trusts (for 
example, trusts in special measures) they are categorised as 
Band 1. 
 
The bandings give CQC, and hospitals, a guide to the number 
of issues we need to look into in more depth. They should 
prompt hospitals to ask questions about their own 
performance in relation to others. 

10. My local NHS 
trust is flagged as 
having a ‘risk’ or 
‘elevated risk’ for 
a specific 
indicator. Is it 
safe? 

 The monitoring shows where there are issues we need to look 
into. It does not mean that people are at risk.  
 
You should always consult your GP or other medical 
professional about your treatment options. 

11. Why are you 
using Dr Foster’s 
hospital 
standardised 
mortality ratios 
(HSMRs)? 

 We have included the hospital standardised mortality ratios 
(HSMRs) calculated by Dr Foster Intelligence because this is 
a publicly available indicator. CQC has a data sharing 
agreement with Dr Foster Intelligence to govern the exchange 
of this information. 

12. What’s 
happened to the 
Quality and Risk 
Profiles (QRP)? 

 We will no longer be producing QRPs for acute and specialist 
trusts. We will phase these out for other types of services over 
the next year. 
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