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BACKGROUND
1. As part of the three year rolling programme, the Analytical Services Team (AST) have been updating the indicators used in the Morbidity and Life Circumstances (MLC) adjustment. During this process it has become apparent that the Mental Heath & Learning Difficulties index cannot be updated in a straightforward manner as one of the indicators relates to the proportion of the population claiming Severe Disability Allowances (SDA), and this benefit has been withdrawn. Three options have been identified for updating this index. These are all short term options.
Purpose

2. In order to produce the 2011/12 target shares on schedule, a decision on which option to pursue is requested by Wednesday 30th June 2010. This paper describes the possible options for updating the Mental Health & Learning Difficulties index which could be achieved within these timescales.

INTRODUCTION
3. The Mental Health index currently in use is based on three indicators: SDA, the proportion of persons living in one person households, and the proportion of persons living in social rented housing. 
4. Both the proportion of persons living in one person households and the proportion of persons living in social rented housing are taken from the 2001 census and cannot be updated until after the 2011 census data is available.
5. SDA has been discontinued and since April 2001 there have been no new claimants. There is no like for like replacement available for this benefit. Potential new claimants were directed towards Incapacity Benefit (IB), which had less stringent access criteria. However, since October 2008 IB is being phased out as well and replaced by Employment and Support Allowance (ESA). There are no numbers yet available for ESA.
SUMMARY OF OPTIONS
6. We propose three options to work around the problem of the discontinuation of SDA. The options represent short term solutions rather than long term recommendations.
7. The first option is to combine the SDA and IB measures and use this indicator alongside the other existing indicators for one person households and social rented households to form the new mental health index.  
8. The second option is to drop SDA completely and build the mental health index solely from the one person households and social rented households indicators.  
9. The third option is to retain the current index, thus taking SDA figures as they were when the original analysis by Tribal Secta was undertaken.  
10. For each option, new regressions were performed using updated population data and cost ratios and new regression coefficients determined. For all three options, 2008/09 cost and activity data from the Costs Book has been used for this purpose.
DISCUSSION
Option 1: Combining SDA and IB
11. As IB is not a like for like replacement for SDA, it is not clear that there is a strong rationale to prefer this indicator over potential alternatives. Furthermore, as IB is also being phased out, this would not be a long term solution, as a new replacement indicator will be needed the next time the MLC index is updated. 
Option 2: dropping the social security benefit indicator
12. This option would eliminate the problem of indicators disappearing or changing over time, although it would mean that the index was based solely on census indicators which could not be updated until the results from the 2011 census are available, likely to be in 2013. However, it is not clear what the rationale would be for dropping the SDA data given that two census measures are retained.
Option 3: Retaining the existing index
13. This option would mean there was no change to the existing Mental Health and Learning Difficulties profiles of intermediate data zones. However, as a short term solution it provides more information than option 2, as it retains the 2004 SDA data.

PROPOSAL 
14. Comparison of the output of the regressions shows that the results do not strongly indicate one option as favourable. Details are provided in Annex A. 

15. Given this, AST would recommend option 3, retaining the existing index, as:

· There is no like for like replacement of the discontinued SDA benefit;

· There is no strong theoretical reason to prefer either of the alternative options;

· Neither of the alternative options provide more robust results than retaining the existing index; and

· The existing index continues to perform well in the statistical analysis.

16.  Option 3 is therefore considered the most suitable in the constrained timescales. Work should be undertaken to identify a long term alternative to this approach.
ReCOMMENDATION
17. TAGRA is asked to approve the recommended approach.
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ANNEX A – Regression results of the comparison of the three options
18. The following table shows overall statistical values for all three options. In the table below the following abbreviations are used: vIBSDA stands for option 1 where IB and SDA are combined; vDROP stands for option 2 where SDA is dropped without replacement; vOLD stands for option 3 where the old SDA figures are retained. For comparison purposes the regression values with data used by Tribal Secta is included as vTRIB.

	Option
	adj. R^2
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	
	B
	Std. Error
	Beta
	
	

	1) vIBSDA
	.481
	.139
	.007
	.466
	21.075
	.000

	2) vDROP
	.471
	.205
	.010
	.454
	20.304
	.000

	 3) vOLD
	.503
	.153
	.007
	.479
	22.764
	.000

	vTRIB
	.471
	.139
	.007
	.483
	20.208
	.000


19. Commonly the adjusted R^2 is considered to be a good measure of goodness of fit. In the above table Option 3 has the highest adjusted R^2 value, however there are no huge differences between all the versions. The R^2 value for vTRIB whose regression results are currently used is almost identical to vDROP.
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