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REMIT AND TERMS OF REFERENCE FOR THE MLC SUBGROUP
background
1. Following the update to the data used within the MLC adjustment over the summer of 2010, TAGRA has asked that a wider review of the formulae and the indicators used in the different adjustments be carried out. It is proposed that the detailed analysis for this will be undertaken by a technical subgroup. 
Purpose
2. This paper sets out the remit and terms of reference for the technical subgroup for the MLC review.

remit
3. The remit of the group is to recommend to TAGRA changes to the MLC indices within the NRAC formula, with regard to TAGRA’s core criteria, which will improve the ability of the formula to allocate funds between the territorial NHS Boards on a fair and equitable basis.

4. The work will begin with the Mental Health & Learning Difficulties care programme, and then continue with the other care programmes in an order decided by TAGRA in consultation with the group.

terms of reference
5. The group will be asked to consider:

· Geography – the appropriate geographic level at which to undertake any adjustment;

· Structure – whether (a) there should continue to be a single mental health and learning difficulties index, or whether the care programmes should be separated; and (b) whether separate adjustments for different ages should be considered;

· Indicators – the most appropriate need indicators to use within any adjustment; and

· Cost data – the degree to which cost data should be aggregated, either spatially or over time, in order to provide a stable adjustment.
membership
6. The proposed membership of the group is set out below:

Marion Bain (Chair), National Services Scotland


Karen Facey (NHS Forth Valley)

Helene Irvine (NHS GG&C)

Richard Copeland

Cathie Cowan (NHS Orkney) (tbc)
Paddy Hopkins (NHS Highland) (tbc)

Dr Diane Skåtun, (Health Economics Research Unit, University of Aberdeen) 
Sandra Quickert (ISD)

Ahmed Mahmoud (ISD)

Nicola Fleming (ISD)

Iain Pearce (SG)

Angela Campbell/Paudric Osborne (SG)
TIMESCALES AND MEETINGS
7. The group will meet roughly monthly, as the workload of the group requires. The work of the group will be ongoing, with no fixed end date. However, the group will attempt to complete its work on the Mental Health & Learning Difficulties care programme within the 2011/12 financial year.

reporting
8. The group will report on its progress at each meeting of TAGRA.
ANNEX A – RATIONALE FOR THE TERMS OF REFERENCE
Geography
Geography – currently, the MLC adjustment is estimated at the intermediate geography. This provides 1,235 zones across Scotland, with an average population of approximately 4,200 people per zone. This provides the ability to look at variation in need within NHS Boards as well as between them. However, analysis at this level:

a. Reduces the number of indicators available, as many indicators are not collected below administrative geographies such as local authorities, community health partnerships, or NHS Boards;

b. Increases the analytical complexity of the MLC adjustment; 

c. Limits the sensitivity of the formula, as many of the indicators produced at this small level are not frequently updated (e.g., census indicators); and

d. Could be viewed as reducing the transparency of the formula.

It is therefore worth considering the optimal level of geography for the analysis. This is not just a question of whether the adjustment should be made at a higher level geography; some NHS Boards have suggested that the current use of intermediate geographies rather than the smaller data zones means that the impacts of, e.g. very small pockets of intense deprivation are not fairly treated.

Structure

The current age-sex weights for the MH&LD difficulties programme are shown below. It is worth considering whether it would be worth pursuing the creation of two alternative formulae for MH&LD, one for younger persons and one for older persons, as has been the case in England. The MH&LD care programme is unusual in that it has a peak in the middle age groups, followed by a slight decline before increasing costs for the older age groups.

The creation of separate working age and older person formulae may also help with the use of the NRAC formula in the change fund. AST has recently been asked to provide an assessment of relative need specifically for older person services, for use in allocating the new joint NHS/Local Authority partnership funds for improving services for older people.
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Accuracy vs responsiveness
Trade-off between responsiveness and equity. It has been suggested that the accuracy of the formula could be improved by making greater use of pooled data – e.g. analyze three years of cost data rather than one year, to increase the data available for the analysis. This would make the formula less responsive to changes in the nature of the population. Using pooled data may also increase the stability of the individual Mental Health & Learning Difficulties care programmes, making it easier to separate out the individual components.

It will be useful to have TAGRA’s views on the relative value of a responsive formula, given the current environment where small annual changes to target shares are often not immediately reflected in board allocations due to a desire to smooth changes over time.
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