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1.Welcome and apologies

Frances Elliot (FE) welcomed everyone to the 3rd meeting of the subgroup and noted apologies from Sarah Barry, Roger Black, Pauline Craig, Karen Facey, Paul James, Ellen Lynch, Diane Skåtun, Matt Sutton and Julie McKinney (Scottish Government). FE introduced David Baird and Julie Peacock from the IRF team within ISD, who were in attendance to present to the sub-group on the Patient Level Information Costing System (PLICS); and also Chris Dodds from the Scottish Government. 
2/3. Minutes from the previous meeting and matters arising
FE noted that there had been minor changes from Sarah Barry to the minutes circulated to the group prior to the meeting. FE requested that the updated minutes be re-circulated to the group. The minutes were accepted as an accurate reflection of the meeting. FE noted that the majority of actions from the previous meeting had been completed, were in progress or were covered by agenda items. Angela Campbell (AC) informed the group that she had been in contact with FE about a representative from the subgroup attending the Directors of Finance monthly meeting. AC also confirmed that she will contact John Matheson about the possibility of updating TAGRA’s core criteria to include ‘Equality’. AC also updated the group that she was still seeking a replacement from NHS Lothian on the subgroup. FE then handed over to Paudric Osborne (PO) for the first main item.
Action 1: DM to circulate revised minutes to the subgroup.
4. Overview of current NRAC cost ratio calculations and costing methods (TAMLC 04)
PO gave a presentation on the current NRAC cost specifications/calculations, ratios and methods. The presentation also included a number of issues for the group to consider relevant to the choice of costing methodology such as case-mix complexity; and whether the use of episodes introduces systematic bias in the costings. There was some discussion from the group around the current NRAC methodology and its ability to reflect the richness of case-mix complexity and co-morbidity. The group also talked about the use of HRGs (Healthcare Resource Groups) and their ability to possibly provide a more accurate indication of case-mix complexity than that currently available. Andrew Daly (AD) noted that HRGs would show a more complex mix of case complexity than length of stay or episodes but raised his concern that the standard of coding within NHS Boards varies across Scotland which could impact on the use of HRGs.
5. Presentation on the PLICS methodology

FE introduced the next item – a presentation on the developmental PLICS methodology from Julie Peacock (JP). JP gave some background on the patient level costing methodology and explained that it was initially developed by NHS Highland to allow hospital costs to be attributed to patient activity in a very detailed way reflecting key cost drivers such as length of stay. JP highlighted that the version of the NHS Highland methodology has been replicated at ISD using national datasets. JP pointed out that the main basis of the methodology is hospital site and speciality specific direct costs (plus allocated costs to derive total costs). JP went on to talk about the detailed calculation of unit costs (tariffs) by direct cost pool and the application of unit costs/tariffs to individual records. JP highlighted that the development of PLICS is overseen by the NHS Scotland National Costing Group. 

JP underlined some of the benefits of PLICS: it enables detailed costing analyses; it is transparent and responsive to length of stay; it covers a range of SMR activity and it can be applied to “real time” activity.  JP noted however that PLICS can be sensitive to certain factors such as theatre times, very long lengths of stay, etc. JP stressed that the methodology is developmental and highlighted that the IRF team are currently working to improve the methodology in a wide range of areas such as data completeness/coding (e.g. geriatric long stay), high cost items, average theatre times, etc; as a key concern of boards is that the methodology is able to reflect case-mix complexity. 
JP shared some standard outputs of the IRF National Mapping and highlighted that a PLICS type costing approach is also being developed for the Social Care sector.  JP also talked the subgroup through an example on expenditure for a particular Community Health Partnership (CHP) broken down by hospital, care homes, community health and other social care. The analysis also included the cost per head for emergency admissions. JP pointed out that the IRF team uses the NRAC CHP model and NRAC weighted populations to support these outputs e.g. for sections such as community where there is no underlying national activity.
The link to the presentation can be found here.  
The presentation generated wide discussion from the group, initially on the use of HRGs to calculate national unit costs if the PLICS methodology was adopted within the NRAC formula. Paudric Osborne (PO) highlighted that to produce the costs ratios, there needs to be some form of aggregation to calculate national unit costs and HRGs seem to be the only way to do this effectively. JP agreed that theoretically HRGs could be used in this way but would need to speak to AST in more detail about this.

The discussion then moved on to high cost items and whether extreme costs could impact on the NRAC data zone calculations. JP highlighted that a range of development areas and issues have been discussed within the IRF team and the initial focus will be on the high cost items (HCI) and theatre times reference information as these are important for complexity.

JP pointed out that high cost items are a particular issue. Also, the IRF team are working with National Services Division (NSD) to get more detailed NSD costs information so that the NSD costs could be removed from costing analyses if appropriate.  
Fiona Ramsay (FR) reminded the group that the PLICS methodology is still based on average costs and reflects length of stay. FR raised her concern about the PLICS methodology and the potential for perverse incentives with a weighting towards a longer length of stay.

The group then discussed theatre times in more detail, with particular focus on the fact that all NHS boards use estimated average theatre times supplied by NHS Lothian.  JP highlighted that the average theatre times are essentially used as weights in the PLICS methodology to allocate boards' local theatre costs across its activity. However, in order to sense check a smaller board's average theatre times with NHS Lothian; NHS Fife supplied average theatre times and these were broadly comparable. The subgroup also considered the potential issue of the ‘teaching effect’ where some procedures take longer than others. JP acknowledged that theatre times are an issue and acknowledged that PLICS is a top down approach to costing. However, JP highlighted that theatre (and medical procedure) times have been identified as a key area for future development including weightings to reflect extra resources for emergency admissions. David Baird (DB) advised the group that the PLICS methodology is still being refined and a consultation process will begin shortly with NHS Boards on the use of PLICS and its benefits. JP stressed that outputs will be shared with NHS Boards and boards will be asked to provide feedback so that the methodology can continue to be developed. 

FE thanked JP and DB for attending the meeting and presenting to the group. FE welcomed the prospect of future dialog between the IRF team at the subgroup.

6. Analysis comparing the current NRAC and PLICS costing methods (TAMLC 05)

Ahmed Mahmoud (AM) presented this paper, which provided analysis carried out by ISD comparing the current NRAC and PLICS costing methods. AM highlighted that the analysis included comparisons of age-sex weights (known as cost curves), cost ratios and regression outputs using the two methods. AM informed the group that the analysis was carried out using 2011/12 cost data at intermediate zone level.
To begin with, AM talked about the background to the two costing methods and also briefly explained the age-sex, additional needs and unavoidable excess costs adjustments. AM went on to talk in detail about the findings from the analysis and the methodology used to produce the current NRAC and PLICS cost ratios. AM highlighted that actual costs under the PLICS method were produced by calculating HRG national unit costs
The key points from the analysis were:

· The cost curves (age-sex weightings) produced by the two methods generated very similar cost curves, with the exception of the oldest age groups where the PLICS methodology produced higher costs per head in both males and females.

· There were significant strong positive correlations between the two sets of cost ratios for each diagnostic group, which provide some indication that there are no major differences between the two methods. A small number of potential outliers were identified which require further investigation.

· The linear regression model results were generally similar using the two methods but 

the PLICS method produced a slightly better fit for each diagnostic group.
· There were significant positive correlations between the local costs calculated using the current NRAC method and PLICS method, which gives a strong indication that the two methods are very similar.

AM invited the group to discuss the findings.

The analysis generated an interesting discussion from the subgroup, particularly around how the two methods produce similar results at intermediate zone level. Initially there was discussion around the age-sex cost curves. AD highlighted that he would have expected any differences between the two methods in the earlier older age groups. FE suggested that this could be due to older people keeping well who may not need to access secondary care facilities. FE told the group about the Scottish primary care academics paper on multimorbidity which examined the distribution of multimorbidity in relation to age and socioeconomic deprivation. FE highlighted that the research showed that the absolute number of people with multimorbidity was higher in those younger than 65 years. FE agreed to share the paper with the members of the subgroup.

Action 2: DM to send link to the Scottish primary care academics paper on multimorbidity to the subgroup members. 

AD questioned whether the PLICS method was effectively adjusting for complexity if the two methods produce similar results. After much discussion, it was suggested that the additional averaging for the intermediate zone may have removed some of the differences in the costing methods. It was then agreed that ISD would reproduce the analysis at data zone level to examine if the two methods still produce similar results. PO raised the issue of systematic bias and suggested that the ISD also carry out additional analysis to check for any systematic bias.  
The subgroup also talked about the outliers, with particular focus on the cost ratio analysis for Cancer and the outlier for the current method (Figure 3). It was agreed that extreme outliers would need to be investigated further. The group also discussed the issue that the current NRAC method, where costs are split into fixed and variable costs, is out of date. The subgroup agreed that if the decision is made to choose the existing NRAC costing method for the acute MLC review, that the fixed and variable costs split would need to be updated.

Action 3: ISD to reproduce analysis at data zone level, investigate issue of systematic bias and outliers.
7. Date of next meeting

DM informed the members of the group that an additional meeting has been arranged on the 14th of May at Atlantic Quay in Glasgow, primarily with the academics on the group to discuss the PLICS methodology and the analysis comparing the two costing methods. DM welcomed other group members to attend the meeting. It was agreed to extend the invite to all subgroup members. 

8. Any other business

There was some discussion around the next steps and the forthcoming TAGRA meeting. AC highlighted that a paper will be presented at the next TAGRA meeting on the PLICS methodology by the National Costing Group. AC informed the group that a paper is also required from the Acute MLC subgroup with a recommendation on the costing methodology. After some discussion it was agreed that it would be useful to outline the differences in the two costing methodologies in preparation for the meeting on the 14th of May.
Action 4: AST to outline differences in costing methodologies.

Action 5: AST to prepare draft material for TAGRA on the costing methodology recommendation. 
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