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Background

One of the issues to be considered as part of the remit of the subgroup is whether the MLC adjustment for the MH&LD care programme should be split into two separate adjustments, one for working age and one for the elderly population. This paper sets out the rationale for such a change.

Rationale

There are two theoretical reasons why one would want to stratify the MLC adjustment by age:

1. If different age groups have different need indicators or drivers;

2. If the relationship between need indicators and cost is different for different age.

In addition to this, splitting the adjustment by age would support current policy developments, such as the Change Fund, which are focussed purely on funding services for older persons. There is likely to be an increasing desire from policy to be able to split need by age in the future.
In England, the latest report for the English resource allocation formula (RARP35: report of the resource allocation for mental health and prescribing (RAMP) project, December 2010) recommends splitting the population into age groups 0-64 and 65+, as they found different needs drivers for these two groups. Their work uses English utilisation data from both hospital and community. This suggests that it may be worth considering these issues in the Scottish formula.

Analysis: variation in spend on MH&LD

An initial look at the current age-sex curves for the MH&LD care programme shows that there may be some reason to suppose different drivers of need for the different age bands. Rather than the usual increasing slope from left to right seen for most care programmes, the MH&LD care programme displays a small ‘hump’ in the middle age bands, before a sharp increase in costs associated with old age.
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Further analysis shows that the type of spend differs markedly by age. The table below shows spend on the different care programmes within MH&LD. 

Spend on care programme by age band (2009/10)
	Care programme
	Spend on 0-64 (%)
	Spend on 65+
(%)
	Spend on all ages

(%)

	General, child, and adolescent psychiatry; learning difficulties
	88%
	12%
	100%

	Psychiatry of old age
	15%
	85%
	100%


The table above suggests that spend on the 0-64 age group tends to focus on general psychiatry and learning difficulties, as well as child and adolescent psychiatry. In contrast, almost all spend on the over 65 population is related to psychiatry of old age.

This again suggests that the types of services being delivered to different age groups is very different, and therefore it is possible that need indicators may differ also.

Analysis: indicative need indices for different age groups
This section reports the results of using the current model indicators and applying them cost ratios disaggregated by age. The results are purely illustrative, to show how the outputs can differ by age group. They should not be taken as recommending particular variables or approaches.

The analysis below shows the results of a simple linear regression for the MH&LD, with the results split between the under 65 and 65 and over age groups. This is a simple linear regression using the following explanatory variables:
· Proportion of the population living in social rented housing (census)

· Proportion of the working age population claiming IB/SDA (2009);

· Proportion of households with a single person discount (2009);

· NHS Board dummy variables.

These have been chosen to match those used in the previous analysis at the time of the NRAC report as closely as possible. A simple linear regression is used with 2009/10 cost data.

Under 65s

	
	Adjusted R2
	SRH
	IBSDA
	SAD

	Coefficient/value
	0.386
	-0.008
	0.138
	0.016

	Standard error
	0.691
	0.003
	0.015
	0.004

	T-stat
	-
	-3.32
	9.27
	4.63

	p-value
	
	0.001
	0.000
	0.000


Over 65s

	
	Adjusted R2
	SRH
	IBSDA
	SAD

	Coefficient/value
	0.087
	0.000
	0.042
	0.008

	Standard error
	1.176
	0.004
	0.025
	0.006

	T-stat
	-
	0.09
	1.66
	1.28

	p-value
	
	0.924
	0.097
	0.203


The comparison of the results for the under 65s and the over 65s seem to show a clear difference. For the under 65s, the overall fit of the model is reasonable and the need indicators are significant.
In contrast, the over 65 formula performs more poorly on all measures shown. It has less explanatory power, larger error, and none of the need indicators are significant at the 5% level.
The results above are supportive of the idea that both age group have different need drivers. They also illustrate the fact that when the model is estimated on all age groups simultaneously, although the final overall fit may be reasonable, the fit for different age groups can be poor. This reduces the usefulness of the formula for different policy uses, such as the Change Fund.
These results are strongly suggestive that it would be appropriate to separate the data by age to improve the chances of appropriate need indicators to be identified for different age groups.
Decision required from subgroup

The MLC subgroup is asked:

· To approve the approach of splitting the MLC adjustment into two age groups for the MH &LD care programme.
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