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TAGRA MLC SUBGROUP
Paper TMLC06 – Discussion and issues

Background

This paper sets out some of the issues that could be considered as part of the review of the MLC adjustment. The subgroup is asked for its views on the prioritization of the work.

Summary

There are a range of issues that can be considered:

1. Choice of indicators

2. Supply control variables

3. Urban and rural issues

4. Ethnicity and wider equality concerns

1. Choice of indicators

The availability of different indicators is discussed separately in paper TMLC05. However, it is included here as increasing the time dedicated to other issues raised in this paper will reduce the resources available to consider different indicators.
2. Supply variables

Supply variables are used within both the Scottish and English formula. The aim of the use of supply variables is to control for variation in cost that is due to system-related differences rather than differences in need. This is illustrated in the figure below. Note that this is a purely hypothetical example.
The figure shows the observed relationship between a need indicator and (cost weighted) utilization of services for two boards, shown in red and blue. Both boards show the same relationship between need and utilization, the difference between them being that the board shown in red has higher costs. This is shown by the fact that the red and blue trend lines have the same slope. What is of interest is comparing the slopes of the green line, which shows the estimated relationship between the need indicator and utilization when estimated across both boards simultaneously. As the line has to encompass data from both the low cost board and the high cost board, it takes on a higher slope. In this example, therefore, not including board effects would lead to an overestimation of the relationship between need and utilization. In practice, misestimation could occur in either direction.

However, a criticism of the use of board supply variables would be that, if they are strongly correlated with a particular need indicator, then they may remove from the adjustment real costs of need that should be reflected in boards’ allocation.

There are two types of supply variables used in the regression analysis. These are:

· Board level controls

· Distance from facilities – e.g. distance from GP, distance from outpatient clinic.

Although the figure below illustrates the use of supply variables at board level, the principles are common to all types.

[image: image1.emf]Impact of supply variables on relationship between need indicator 

and utilisation

Need

Utilisation


At the time of the NRAC report, a number of supply variables were included. This number was reduced slightly when the MLC indicators were updated in the summer of 2010. However, there remains scope to review the use of supply variables and to improve the transparency of their use in the formula.

3. Urban and rural issues

There are a number of reasons to suppose that, after controlling for supply and need, utilization of services may differ between urban and rural areas. In this instance, rurality/urbanity can be viewed as a special form of need. For example, rural areas may treat more cases as inpatients rather than day cases, as due to travel distances patients are unable to attend and return home in a single day. Urban areas may be more likely to be resident to populations which may have higher health needs, such as ethnic minorities or the homeless. There is therefore no clear rationale as to how utilization will vary with urbanity or rurality, and this will likely differ between care programmes.

In order to investigate urban and rural issues, it is possible to examine different measures of urbanity and rurality and how they affect utilization. These measures fall into two broad types: continuous, and discrete. Discrete measures are those such as the Scottish Government Urban Rural Classification, where areas have only a limited number of categories which they could belong to. Continuous measures allow areas to take on any value, such as the proportion of businesses in an area in primary industries. The following measures are available for inclusion in the analysis.
Discrete urban rural measures:

· Scottish Government Urban Rural Category

Continuous urban rural measures:

· Population density;

· Proportion of businesses in primary industries (intermediate geography and above);

· Proportion of employment in different industries (Local Authority only).

The analytical team would recommend that urbanity and rurality are relevant issues for consideration during the analysis.

4. Ethnicity and wider equality concerns

As part of Public Sector Equalities Duties, the Scottish Government is required to consider the impact of its policies on different population groups. A commonly cited issue is ethnicity, but all groups are relevant, such as different genders, religions, disabilities, incomes, and sexual orientations.

In order to support this requirement, a Health Inequalities Impact Assessment was recently completed on the NRAC formula. This broadly found that treatment of different groups was appropriate, but made two recommendations which may be of relevance to the work of the subgroup. These related to:

· Ethnicity; and

· People with complex/multiple needs.

As alluded to above, as minority ethnic groups tend to cluster within urban areas, it may be difficult to separate ethnicity from an investigation of issues related to urbanity. A lack of data on ethnic populations at smaller geographies may also make an explicit consideration of this issue difficult. The NRAC report considered this issue, and was unable to find any evidence linking ethnicity to utilization after controlling for other factors. The view of the analytical team is that there is not sufficient evidence that the situation has changed to justify revisiting this issue in more detail.
Consideration of additional need related to complex or multiple need could be considered in different ways:
· Use of separate need indicators, rather than a single aggregated measure;

· Allowing for interactions between different need variables.

The analytical team considers that both of these could be useful improvements over the current approach. However, particularly for the second option, it is worth noting that there is the scope to model a very large number of interaction terms. Therefore, it is recommended that the initial focus of the analysis is on identifying a smaller number of preferred need indicators. Once this has been done, it will be more reasonable to consider potential interactions between these variables.

Decision required from the subgroup

The subgroup is asked to indicate its priorities for analysis among the areas highlighted above, and to suggest other areas which it may feel should be considered in the analysis.
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