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1. Welcome and apologies

Angela Campbell (AC) welcomed everyone to the 4th meeting of the subgroup and noted apologies from Roger Black, Pauline Craig, Frances Elliot, Karen Facey, Paul James, Ellen Lynch and Fiona Ramsay. AC introduced Ciaran McCloskey (CM) and Ting Yang (TY) from the ISD Costs team, who were in attendance. AC informed the group that CM and TY will be part of the team of analysts working on the Acute MLC review.
2. Minutes from the previous meeting 
Members of the subgroup were content that the minutes from the previous meeting were an accurate reflection of the discussion.

3. Matters Arising (TAMLC 06)
AC noted that the majority of actions from the previous meetings had been completed, were in progress or were covered by agenda items. AC highlighted that the Acute MLC work plan and summary of plans for the Chairs and CEOs would be drafted and circulated to the group once the decision on the costing method has been made. AC also mentioned to the group that ISD have arranged a meeting with NHS Health Scotland about potential indicators relating to inequality.

AC then handed over to Paudric Osborne (PO) for the first main item.
4. Summary of current NRAC and PLICS methodology

PO gave a presentation to the group which summarised the NRAC formula cost ratio calculations and also included a breakdown of both the current NRAC and PLICS costing methodologies. PO explained to the group that under the PLICS method, the cost ratios have been calculated using HRG (Healthcare Resource Group) national unit costs.
PO also highlighted issues for the group to consider in relation to the choice of costing method such as which costing method best captures systematic variation in costs across data zone and whether the use of spells would be more appropriate than episodes. PO also talked through some examples of HRG based costs and their ability to reflect case-mix complexity and multi-morbidity. 
Matt Sutton (MS) questioned whether there is a need to use HRGs in the calculation of national unit costs under the PLICs method; this resulted in a lengthy discussion around the use of HRGs. PO and AM clarified that in order to work out the cost ratios, some form of aggregation from patient level is required and if speciality is used, this would result in the same outputs as the current NRAC method. The subgroup then went on to discuss the benefits of using HRGs in terms of their ability to capture case-complexity but there was some concern that once HRGs are aggregated, they would become less sensitive to length of stay. There was also some discussion around theatre times/costs and differences in length of stay and whether they would end up in the excess cost adjustment. There was agreement that there needs to be more clarification around the use of HRGs under the PLICS method.
Action 1: AST to clarify further the use of HRGs under the PLICS method.

5. Comparison of current NRAC & PLICS analysis (TAMLC 07) 
      
Ahmed Mahmoud (AM) introduced the next item – an update of the analysis comparing the current NRAC and PLICS methodologies presented at the last meeting. AM highlighted to the group that the Scatter plots and regression results presented at the last meeting (at Intermediate zone level) have been reproduced at data zone level. In addition to this, further analyses including descriptive statistics and residual plots have also been carried out. AM presented the following analyses:
· Age/Sex Weights (cost curves)
·  MLC cost ratios analysis (at Datazone & Intermediate zone)
·  Descriptive Statistics 
·  Scatter plots 

·  Regression Results
·  R-Squared 
·  Residual Plots
·  Regression Models and Coefficients
AM then went on to summarise the key points from the analysis which included:
Intermediate zone analysis:

· There are significant strong positive correlations between the two sets of cost ratios, which provide some indication that there are no major differences between the two methods.

· The linear regression results and residual plots suggest that the PLICS method produces a slightly better fit.

Data zone analysis: 

· Analysis at data zone level produces a poor model fit due to low/no volume activity in some data zones. 

· There is a high level of skewness associated with the costs ratios produced by the two methods.

AM informed the subgroup that some of the potential outliers for both costing methods had been investigated and the results could be found in Annex C.
AC went on to ask the subgroup, in particular the academics, to discuss the analysis carried out and consider the choice of costing methodology. There was some discussion around the obvious systematic difference between the two methods.  MS highlighted that the coefficients are different which is reassuring that there is a systematic difference in relation to deprivation.  AC asked the subgroup whether they had any views on additional analyses which could potentially be carried out to inform the choice between the costing methods. Diane Skåtun (DS) proposed that the analysis could be repeated for more than one year to investigate the stability of the model using PLICS. DS also suggested looking further at the outliers for both methods and assessing whether one method has more outliers over another.  PO also proposed looking at the ratio of the costing methods using some indicators of need and SB suggested that the group carry out a cross validation analysis using 12/13 PLICS data.
AC thanked members of the group for their contributions and handed over to Donna Mikolajczak (DM) for the next agenda item – the proposal to TAGRA on the use of PLICS.

6. Proposal to TAGRA re use of PLICS (TAMLC 08)

DM introduced paper TAMLC 08 and highlighted to the group that one of the key areas to be considered as part of the remit of the Acute MLC subgroup is to review the costing method. The paper set out some of the key issues relevant to the choice of costing method in relation to both the current NRAC costing method and the proposed alternative patient level information costing system (PLICS) method. The paper included some of the key strengths and weaknesses of both costing methods and an initial attempt to evaluate both costing methods against TAGRA’s core criteria. The paper also included four options on the costing methodology in relation to the review of the Acute MLC adjustment:
1. Retain the current NRAC Costing Method for the Acute MLC review; reviewing the Fixed/Variable percentage split methodology and selecting the most appropriate indicators based on this method.  The formula acute costing method would continue unchanged until the next Acute MLC review.  

2. Use the current NRAC Costing Method at the outset of the Acute MLC review with a view to implementing the PLICS method at a later date once the most accurate way to calculate the cost ratios has been determined; and once the IRF team have completed their work on improving the methodology (mainly to reflect case-mix complexity). NOTE - If this option is selected, it would likely mean that the appropriate indicators would be selected based on the current NRAC costing method and adopted for the PLICS method. 

3. Move directly to the PLICS Costing Method for the Acute MLC review.  The PLICS method would then become the formula acute costing method. 

4. Identify additional analysis which would inform the choice between the costing methods, undertake that analysis over the next 3 months and make a proposal on the costing methodology to the TAGRA meeting the 28th August.  The additional work could include: testing for any systematic difference between the costing methods with respect to indicators of need; making an assessment of the relative efficacy of HRGs and length of stay as a means of capturing differences in case complexity – across different diagnostic groups; and, the potential for adjusting the PLICS approach to enhance its usefulness.  

DM asked the subgroup to discuss the issues and options within the paper before a final proposal on the use of PLICS is drafted for TAGRA. The subgroup were asked in particular to consider the implications for the formula if Option 2 is the preferred option as it is likely that the appropriate indicators would be selected based on the current NRAC costing method and the same indicators adopted for PLICS. The subgroup were also asked to take into account the implications on the timescales of the Acute MLC review for each of the options within this paper. 

It was noted that there was still no firm timescale for the completion of the developmental work on PLICS and the roll out to NHS Boards of the PLICS methodology but it was agreed that the prospective time frame for its development/roll out would be out with the 2 year timescale allocated for the work of the subgroup.  

DS opened up the discussion by suggesting that it would not be sensible to introduce a new costing method which is not fully developed and indicated that PLICS is simply not ready; SB agreed with DS. This was then supported further by David Garden (DG), Andrew Daly (AD) and MS. 

There was some discussion around option 2 – but it was agreed that there was no guarantee that the indicators chosen under the current method would not be the best indicators under PLICS. Members of the subgroup unanimously agreed that it would be too early to move to PLICS but in the longer term it would be sensible to consider it for using within the NRAC formula, when it will be a more robust and developed method.

AC summarised the outcome of the discussion and asked members of the subgroup to confirm that the preferred recommendation to TAGRA is option 1 (retain the current NRAC Costing Method for the Acute MLC review; reviewing the Fixed/Variable percentage split methodology and selecting the most appropriate indicators based on this method).  All members of the subgroup agreed with AC’s summation. 
AC went on to confirm that if TAGRA accept the recommendation for the continued use of the current NRAC costing method the expected timings for finalising the work would be as follows:

· the subgroup aim to conclude the work with a report to the December 2015 meeting of TAGRA proposing a revised acute MLC adjustment;

· if the report is accepted by TAGRA, an impact assessment of the changes would be presented to the April 2016 meeting of TAGRA;

· the new MLC adjustment could then be incorporated into the formula run undertaken during summer 2016;

· and would thus be reflected in the target shares calculated for 2017/18.

AC thanked the group for their valuable input into the discussion and handed over to Suzy Whoriskey (SW) for the next item.
[Note - MS left the meeting at this point].

7. Potential candidate variables (TAMLC 09)
SW introduced paper TAMLC 09 and began by highlighting that the paper was an update of TAMLC03 which was presented to the subgroup in March. SW noted that the list of variables had now been narrowed following the agreement at the meeting in March to only include those variables that have a theoretical link to acute health need, which were updatable and no more than 10 years old. The decision at the meeting on the 12th of March to only use SIMD for general determinants of health meant that the following topic areas and related indicators included in TAMLC 03 had now been excluded from the revised paper:

· Education

· Housing

· Environmental

· Household and Social Structure

· Population, density and rurality

· Unemployment, Claimant counts and Economic

· Crime, neighbourhood and nuisance.

SW went on to talk about how the question on limiting long term illness has changed in the recent 2011 Census from a single question in the 2001 Census - Do you have any long-term illness, health problem or disability which limits your daily activities or the work you can do? to two separate questions Do you have any of the following conditions which have lasted, or are expected to last, at least 12 months? Are your day-to-day activities limited because of a health problem or disability which has lasted, or is expected to last, at least 12 months?

SW then explained that the paper had been updated to include a full list of supply variables as requested at the meeting in March and highlighted that other potential data sources suggested at the March meeting, such as SPARRA, QOF and the Scottish Health Survey had been investigated but not suitable for the Acute MLC. 
It was noted that in the longer term, data from SPIRE (Scottish Primary Care Information Resource) - which is currently in development - may provide useful information at individual patient level which could be considered as part of future MLC reviews. 

AC invited comments from the subgroup. The subgroup immediately agreed that intermediate geography should be the largest geography for indicators. Judith Stark (JS) then questioned whether waiting times should still be considered as a supply variable. This generated some discussion from the subgroup where it was felt that waiting times information is extremely complex and there is inconsistency in the recording of information across NHS Boards. DS pointed out that waiting times are not physical independent variables and do not capture the same level of supply as the other variables. It was agreed by the subgroup that waiting times should no longer be considered as a measure of supply.  
SB also questioned how useful the data on ethnicity would be as Scotland has a low percentage of non white population which would result in zero activity; however AD did raise that a significant amount of money ~ £2.5 million is spent on interpretation services. It was agreed that before ruling out ethnicity, that some analysis is carried out to get a better understanding of the number of Intermediate Datazones with zero activity.
8. Functional form (TAMLC 10)
AC introduced paper TAMLC10 and highlighted to the group that, based on the work of the Mental Health and Learning Difficulties subgroup and the NHS Greater Glasgow &Clyde NRAC project, the Acute MLC subgroup adopt a linear modelling approach. On balance the members of the subgroup were happy with this recommendation as long as the data exhibits a reasonable linear pattern. 
9. Agreement of work programme following TAGRA
AC highlighted that a more detailed work plan can now be developed and shared with the subgroup for comment following the decisions made about the costing method and functional form.
10. Timing of next meeting

It was suggested that the next subgroup meeting take place in August, prior to the TAGRA meeting at the end of August. It was agreed that a date will be confirmed once the work plan has been developed. 

11. A.O.B.

There was some discussion around the next steps and the forthcoming TAGRA meeting. AC informed the group that AST will draft a recommendation on the costing method for TAGRA based on the decisions made at the meeting. It was also agreed that a short life working group consisting of PO, DG, AD, AM, SW and DM will take forward the review of the Fixed and Variable split costing methodology. 
Action 2: AST to draft proposal to TAGRA on the preferred costing method (Option 1).

Action 3: AST (along with AD and DG) to review Fixed and Variable split costing methodology.
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