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Introduction

LG Futures was commissioned by the Sparsity Partnership for Authorities Delivering Rural Services (SPARSE-RURAL), in February 2011, to undertake research into the costs of delivering services in rural areas.  SPARSE-RURAL represents authorities whose area is predominantly (over 50%) rural.
The research was undertaken in the context of the Department for Communities and Local Government (DCLG) Local Government Resource Review, which commenced in March 2011.

LG Futures’ work follows on from research previously commissioned by SPARSE-RURAL from Rita Hale, “The Effects of Rurality on the Costs of Service Provision”, which was produced in May 2006. This previous research considered rural costs in a small number of rural authorities (Shropshire CC, South Shropshire DC and East Riding of Yorkshire Council). 
In addition to desktop analysis and literature review, although not intended to be statistically representative, LG Futures’ research also involved wider input on service and cost pressures from SPARSE-RURAL member authorities, using surveys to investigate specific local authority service issues. 
The specific local authority services reviewed to ascertain the extent of additional cost pressures associated with them due to rurality were: 
· Fire Services
· Primary Education
· Home to School Transport
· Waste Collection/Recycling
· Domiciliary Care
·  ‘Visiting Services’ (Housing Benefit/Council Tax, Premises Inspection and Nuisance Pollution visits)
1.6
The intention of the research was to identify whether, and the extent to which, there was a ‘rural cost penalty’ associated with the additional costs of delivering services in rural areas, not arising from differences in policy.
1.7
There are many other services where there are also service delivery cost penalties faced by rural local authorities, which were not reviewed as part of this study. For example, in some cases, there are additional costs associated with providing multiple facilities to ensure reasonable accessibility to the service delivery point by the service user, despite the lack of economies of scale i.e. leisure facilities. 

1.8
As part of the research, detailed papers have been prepared on a range of issues on behalf of SPARSE-RURAL. 
1.9
This report summarises the key findings of LG Futures’ research and considers:
· Rural and urban local authority classifications
· The operation of the local government finance system
· The funding position for rural and urban authorities
· Sparsity within the local government finance system
· Service and cost pressures associated with rurality
· Potential unmet need/inequity of access
Rural and urban local authority classifications
2.1
In 2005, the Rural Evidence Research Centre at Birkbeck College (RERC) developed a range of local authority geographical classifications for the Department for Environment, Food and Rural Affairs (Defra).  Six separate classifications were produced for ‘districts’ i.e. for metropolitan districts, London boroughs, unitary authorities and shire district councils and three separate classifications for county councils, as follows:


Districts

· Major Urban: Local authorities with a population of more than 750,000, that have either 100,000 people or 50% of their population in urban areas

· Large Urban: Local authorities with a population between 250,000 and 750,000), that have either 50,000 people or 50% of their population in urban areas

· Other Urban: Local authorities with fewer than 37,000 people or less than 26% of their population in rural settlements and larger market towns

· Significant Rural: Local authorities with more than 37,000 people or more than 26% of their population in rural settlements and larger market towns

· Rural-50: Local authorities with at least 50% but less than 80% of their population in rural settlements and larger market towns

· Rural-80: Local authorities with at least 80% of their population in rural settlements and larger market towns

Counties

· Predominantly urban: less than 26% of the local authority population in rural areas

· Significant rural: between 26%-50% of the local authority population in rural areas

· Predominantly rural: more than 50% of the local authority population in rural areas

2.2
The ‘mapping’ between the district and county classifications has been illustrated in Figure 1 overleaf.

 Figure 1 – County and district classifications
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Source: Office for National Statistics Rural/Urban Local Authority Classification (England)

2.3
These categories have been used when considering relative levels of funding for rural and urban authorities (Section 4) and potential transfers in funding that would occur between rural and urban authorities if changes were made to the sparsity ‘top-up’ (Section 5).

1. The operation of the local government finance system 
The current local government funding system is based upon the ‘four-block’ model, which was introduced in 2006/07.  Authorities are allocated Formula Grant (£29.4bn nationally for 2011/12), which can be used for any revenue purpose, using the following approach:

Relative Needs Block 

Less: 
Relative Resources Amount 

Plus:
Central Allocation 

Plus: 
Floor Damping Block

Equals: 
Formula Grant 
3.2

In summary, the four blocks are intended to operate as follows:

· Relative Needs Block - reflects spending requirements, based on local circumstances, assessed through Relative Needs Formulae (RNF) and taking account of population/client numbers and a range of socio-economic and geographical factors (including sparsity) 
RNF are derived for seven major service blocks: Children’s Services; Adults Personal Social Services; Police; Fire and Rescue; Highway Maintenance; Environmental, Protective and Cultural Services; and Capital Financing

· Relative Resource Amount - takes account of authorities’ relative abilities to raise local funding through Council Tax

· Central Allocation - distributes remaining funding based upon a per capita basis

· Damping - provides ‘protection’ through a grant floor

3.3 For 2011/12, a number of specific grants were rolled into Formula Grant.  For these grants, separate ‘tailored’ formulae were used to distribute this funding.  Finally, Principal Formula Police Grant also forms part of overall Formula Grant. The tables below show the relative components of Formula Grant for authorities by geographical classification.
Table 1 - 2011/12 Formula Grant by geographical classification (£m)

	Geographical Classification
	Relative Needs Amount

£m
	Relative Resource Amount

£m
	Central Allocation

£m
	Floor Damping £m
	Principal Formula Police Grant

£m
	Grants Rolled In Using Tailored Distrib. £m
	Formula Grant 

£m

	Predominantly Urban
	12,684
	(2,977)
	5,452
	143
	2,648
	1,285
	19,235

	Predominantly Rural
	2,826
	(1,322)
	1,953
	(58)
	489
	332
	4,222

	Significantly Rural
	3,450
	(1,777)
	2,554
	(85)
	1,409
	411
	5,962

	England
	18,959
	(6,076)
	9,959
	0
	4,546
	2,028
	29,419


Table 2 - 2011/12 Formula Grant by geographical classification (%)

	Geographical Classification
	Relative Needs Amount

%
	Relative Resource Amount

%
	Central Allocation

%
	Floor Damping %
	Principal Formula Police Grant 

%
	Grants Rolled In Using Tailored Distrib. % 
	Formula Grant 

% 

	Predominantly Urban
	66%
	(15%)
	28%
	1%
	14%
	7%
	100%

	Predominantly Rural
	67%
	(31%)
	46%
	(1%)
	12%
	8%
	100%

	Significantly Rural
	58%
	(30%)
	43%
	(1%)
	24%
	7%
	100%

	England
	64%
	(21%)
	34%
	0%
	15%
	7%
	100%


3.4 There have been a number of criticisms of the funding system as a whole from local government and the four-block model itself has been the subject of considerable debate, Particular concerns have included the level of ministerial judgement that can be exercised within the system, for example:

· The relative quantum of the Needs, Resource and Central blocks. This is set by judgement, and there is a potentially infinite combination for any funding envelope, which will impact upon different types of authorities in different ways.

· The relative size of the RNF control totals. These are set by judgement, and determine the relative weight assigned to the various service blocks when distributing funding.

· The level of damping. This is set purely by ministerial judgement, subject to some constraints (e.g. the percentage change in the total funding envelope). This, in turn, affects the level of scaling. The floor bands used in the current settlement are also determined by judgement.

· Taxbase shares. When allocating the amount of funding that is assumed to be raised locally (the Resource Amount), CLG makes an assumption about how much Council Tax revenue is assigned to each service area. In 2011/12, these shares are 79.9% for upper tier services, 10.3% to lower tier services, 7.3% to police services and 2.4% to fire services. This affects an authority's funding, depending on which of these services it provides.

· Judgements used in the RNF formulae. Most of the formulas are determined ‘objectively’ using statistical analysis (regressions); however, some indicators are based upon judgement. 

3.5 In addition, criticisms have arisen over the complexity and opaqueness of the four-block model; and the ‘overlay’ of damping within the system, with ‘scaling back’ taking place in relation to grant received by authorities above the floor, in order to pay for the floor level of funding.  This results in districts and upper tier authorities only receiving 0.3 pence and 28.6 pence in the pound of their allocations above the floor.

3.6 This is what would be “locked in” to the funding of local government by central government if the “Retention of Local Business Rates” proposals currently being consulted on by the government are adopted.  The initial ‘allocations’ produced as a result of the Relative Needs Formulae therefore have much less relevance, given the extent to which damping is applied within the system to derive the end result in terms of funding.

Funding position for rural and urban authorities
4.1
Using the rural and urban classifications outlined in Section 2, analysis was undertaken to identify the relative funding differentials between authorities, in terms of Formula Grant per head for 2011/12, based upon the type of authority and their geographical classifications. Averages were calculated by taking the total level of Formula Grant for a group of authorities and dividing this by their total population.  A summary of this analysis and commentary on the figures has been provided below.


Predominantly rural and predominantly urban
4.2
In overall terms, considering the most rural and most urban authorities (and excluding police and fire authorities), the average pre-damped funding differential is £151 per head (45%) for 2011/12 in Formula Grant, with Predominantly Rural authorities receiving an average of £332 per head and Predominantly Urban authorities receiving an average of £483 per head.  The average post-damped funding differential is higher at £163 per head (50%) for 2011/12 in Formula Grant, with Predominantly Rural authorities receiving an average of £324 per head and Predominantly Urban authorities receiving an average of £487 per head.  This is illustrated in the figure below.
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Metropolitan districts and London boroughs

4.3
Figure 3 shows the level of pre-damped Formula Grant per head in 2011/12 for metropolitan districts and London boroughs.  The average level of funding per head across all these authorities is £520, with inner London clearly receiving by far the highest funding per head, at £702 (the average for London as a whole is £514).  Significant rural metropolitan districts receive the second lowest level of funding per head (after outer London), at £420.
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Unitaries without fire responsibilities
4.4
Figure 4 shows the level of pre-damped Formula Grant per head in 2011/12 for unitaries without fire responsibilities.  There are two urban categories and four rural categories for these types of authorities. The average level of funding per head across all these authorities is £386, with both large urban and other urban authorities receiving funding per head above the average.  All four rural categories of authorities, however, receive below average funding per head, with Rural-80 districts receiving the lowest level of funding, at £205 per head - 47% less than the average.  The average funding level for metropolitan districts and London boroughs has also been shown on this graph for comparative purposes.
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4.5
There are only three authorities in total, all falling into rural categories (predominantly rural and rural-80), and therefore rural and urban comparisons are not available.

Counties without fire responsibilities

4.6
Although there are 16 authorities in total, they all fall into rural categories (predominantly rural and significant rural), and therefore rural and urban comparisons are not available.

Counties with fire responsibilities

4.7
There are only two authorities within the predominantly urban category (Hertfordshire and Surrey), and Surrey receives a very low level of Formula Grant per head, therefore significantly reducing the urban authority average. 
Shire districts 

4.8
Figure 5 shows the level of pre-damped Formula Grant per head in 2011/12 for shire districts.  Large urban and other urban authorities receive funding per head above the average of £59. Major urban authorities and all three rural categories of authorities (rural-50, rural-80 and significant rural) all receive below average funding, with rural-50 receiving the lowest level, at £53 per head – 10% less than the average.
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4.9
In summary, therefore, it can be seen that, for authorities with the same responsibilities, where rural and urban comparisons are available, rural authorities receive below average levels of funding in all cases, with the only exception being for shire counties with fire responsibilities, where predominantly rural authorities (but not significant rural) receive above average funding for this type of authority, although this is a distorted picture, as there are only two comparator urban authorities in this instance.

Council Tax and Revenue Spending Power

4.10
The level of central government funding received is linked to the amount that needs to be raised from Council Tax. Council Tax levels for authorities of different geographies were calculated (using the per head council tax data published by DCLG on 17 May 2011
).  This is shown in the table below, and identifies that per head Council Tax is higher for both predominantly rural and significantly rural authorities, in comparison with predominantly urban authorities.

Table 3 – 2011/12 Council Tax (Per head) by geographical classification

	Geographical classification
	Council tax per Head 

	Predominantly Urban
	£473

	Predominantly Rural
	£572

	Significantly Rural
	£548

	England
	£507


4.11
The 2011/12 local government finance settlement introduced the government’s concept of “revenue spending power”.  This is comprised of:

· The Council Tax Requirement in 2010/11 as submitted to DCLG by individual councils.  The government has assumed that the amount which authorities will receive through Council Tax income will be the same as received through the Council Tax Requirement in 2010/11. 
· Formula Grant for 2011/12.

· Specific grants within Aggregate External Finance (AEF) in 2011/12.

· NHS funding for spend on social care that also benefits health.

4.12
Despite higher levels of rural council tax, total “revenue spending power” is lower for Predominantly and Significantly Rural authorities compared to Predominantly Urban authorities.
Sparsity within the local government finance system
5.1
Sparsity is one of the geographical ‘top-ups’ considered to be a ‘cost driver’ within specific service blocks in relation to the RNF.  Although the operation of the four-block model makes it difficult to specifically identify the level of funding within the system for sparsity, by making assumptions about the cash value of needs within the four-block model, an estimate can be obtained for the relative proportion of sparsity within individual service blocks.  

5.2
Sparsity is currently included within the service blocks below, with the approximate percentage that sparsity represents within each block (based on the 2010/11 formulae), also being identified below:
· Local Authority Central Education Functions sub-block - part of the Children’s Services service block) - mainly to reflect home to school transport services (12.0% of the block).  

· Social Services for Older People sub-block - part of the Adults Personal Social Services service block (0.4% of the block).  
· District Services Environmental, Protective and Cultural Services (EPCS) sub-block -part of the EPCS service block - District Councils receive all of their Formula Grant funding for services via this single block (4.0% of the block).  
5.3
Sparsity is also included within the Police service block (but not within the Fire services block), although Police funding did not form part of the research remit.  In addition, sparsity funding is included for primary school pupils within the Dedicated Schools Grant, although this is provided as a specific grant, rather than as part of general local authority funding.

5.4 Broadly speaking, the sparsity top-up operates by considering the proportion of an authority’s population with ‘less than’ or ‘between’ a specified number of people per hectare.  Different ‘thresholds’ i.e. the numbers of people per hectare, and ‘weightings’ i.e. higher values for more SPARSE-Rural areas, are in place for different sub-blocks, with the size of the area used to determine sparsity also varying. Unlike Wales and Scotland, settlement patterns are not part of the formulae.  

5.5 The key differences in the measures of sparsity used are as follows:
· Size of the area used to determine sparsity.  This is crucial, because the boundary of the area chosen will have a bearing on whether it meets the threshold or not.  The ONS ensures that output areas do not straddle rural/urban areas, but larger areas will be more likely to have less homogenous population types.  In the measures used in the finance settlement, the size of area varies from 450 people (enumeration districts) to 5,600 (wards).  Three different sparsity measures are used within the above blocks – ward sparsity, sparsity adjustment and sparsity adjustment for people aged 65 and over.
· Threshold used to qualify an area for sparsity.  Two of the sparsity measures have a higher threshold of 0.5 people per hectare and a lower threshold of 4 people per hectare.  The Sparsity Adjustment for Social Services for Older People has higher thresholds (0.08 and 0.64 people for the higher and lower thresholds), but this only applies to people aged over 65 rather than to the whole population.  These thresholds can be adjusted to concentrate resources on the most sparsely populated areas

· Weighting given to the most sparse areas.  All the sparsity measures give a greater weighting to the most sparse areas.  The ward sparsity measure gives a weighting of 3.5, whereas the other two sparsity adjustments give a weighting of only 2.  Decisions on weighting have to be combined with decisions on setting the thresholds. 
5.6 It is worth noting that only 5 of the 387 general purpose authorities in England do not receive any funding due to sparsity. Sparsity also represents a very small proportion of the overall RNF (around 0.9% for England as a whole in 2011/12), compared to density, which represents around 5.4%, and socio-economic factors i.e. deprivation, which represent around 12.2% of the RNF.  Density funding is received by the most urban authorities, who also receive a large share of the deprivation-related funding.  

5.7 Using the Department for Communities and Local Government (DCLG) RNF and Formula Grant model, analysis was undertaken to identify the impact of setting the sparsity top-up to zero for the Local Authority Central Education Functions, Social Services for Older People and District Services EPCS sub-blocks.  Initially, sparsity was removed from the DCLG’s 2011/12 RNF model to calculate revised RNF, with these being compared with the original RNF, to determine the percentage change. These revised RNF were then fed into the DCLG’s Formula Grant model to calculate the impact on Formula Grant of the adjusted RNF.
5.8
The effect for different rural groupings has been summarised in the graphs below for each of the three sub-blocks and in total.  Although damping would subsequently be applied under the four-block model, figures have been shown on a pre-damped basis, to isolate the specific financial impact of setting the sparsity top-up to zero.  

Local Authority Central Education Functions

5.9
Figure 7 shows the effect of setting the sparsity top-up to zero for this sub-block.  In total, £159m would be moved from rural to urban authorities, before damping.  This does, however, represent a greater loss in the proportion of rural funding (-1.5%) than the gain in urban funding (+0.8%).

5.10
Table 4 shows the impact upon individual rural and urban classifications, in both funding and percentage terms (as a proportion of total Formula Grant).  As might be expected, given that education is an upper tier service, it can be seen that, before damping, predominantly rural authorities i.e. counties with the highest level of rurality, lose most in Formula Grant (-£105m), with major urban authorities gaining the most (+119m).

Figure 7: Effect of removing sparsity top-up for local authority central education functions in 2011/12
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Table 4: Effect of removing sparsity top-up for local authority central education functions in 2011/12

	Authority Classification
	Pre-damping Formula Grant Change (£m)
	Pre-damping Formula Grant Change (%)

	Rural-80
	-£2m
	-0.6%

	Rural-50
	-£13m
	-2.1%

	Predominantly rural
	-£105m
	-3.2%

	Significant rural
	-£39m
	-0.6%

	Predominantly urban
	-£1.0m
	0.0%

	Other urban
	+£13m
	+0.7%

	Large urban
	+£28m
	+1.1%

	Major urban
	+119m
	+1.3%

	Total rural
	-£159m
	-1.5%

	Total urban
	+£159m
	+0.8%



Social Services for Older People

5.11
Figure 8 shows the effect of setting the sparsity top-up to zero for this sub-block.  In total, £14m would be moved from rural to urban authorities, before damping, reflecting the very low value of the sparsity top-up within this sub-block. Table 5 shows the impact upon individual rural and urban classifications, in both funding and percentage terms (as a proportion of total Formula Grant).  
5.12
As for local authority central education functions, before damping, predominantly rural authorities i.e. counties with the highest level of rurality, lose most in Formula Grant (-£10m), with major urban authorities gaining by the same amount (+10m).


Figure 8: Effect of removing sparsity top-up for social services for older people in 2011/12


[image: image6.emf]-0.4%

-0.3%

-0.3%

-0.2%

-0.2%

-0.1%

-0.1%

0.0%

0.1%

0.1%

0.2%

Significant Rural Rural 50 Rural 80 Predominantly Rural

Predominantly Urban Other Urban Large Urban

Major Urban

Percentage Changes in Formula Grant

Pre-Damping Change (%)



Table 5: Effect of removing sparsity top-up for social services for older people in 2011/12
	Authority Classification
	Pre-damping Formula Grant Change (£m)
	Pre-damping Formula Grant Change (%)

	Rural-80
	£0m
	0.0%

	Rural-50
	-£1m
	-0.2%

	Predominantly rural
	-£10m
	-0.3%

	Significant rural
	-£3m
	0.0%

	Predominantly urban
	£0m
	0.0%

	Other urban
	+£1m
	+0.1%

	Large urban
	+£3m
	+0.1%

	Major urban
	+10m
	+0.1%

	Total rural
	-£14m
	-0.1%

	Total urban
	+£14m
	+0.1%



District EPCS

5.13
Figure 9 shows the effect of setting the sparsity top-up to zero for this sub-block.  In total, £90m would be moved from rural to urban authorities, before damping. Table 3 shows the impact upon individual rural and urban classifications, in both funding and percentage terms (as a proportion of total Formula Grant).  

5.14
This does, however, represent a greater loss in the proportion of rural funding (-0.9%) than the gain in urban funding (+0.5%).  Rural-80 authorities lose most in Formula Grant (-£41m), with other urban authorities gaining the most (+£35m). 


Figure 9: Effect of removing sparsity top-up for social services for District EPCS in 2011/12
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Table 6: Effect of removing sparsity top-up for district EPCS in 2011/12
	Authority Classification
	Pre-damping Formula Grant Change (£m)
	Pre-damping Formula Grant Change (%)

	Rural-80
	-£41m
	-12.1%

	Rural-50
	-£14m
	-2.2%

	Predominantly rural
	-£34m
	-1.0%

	Significant rural
	-£1m
	0.0%

	Predominantly urban
	+£20m
	+0.3%

	Other urban
	+£35m
	+1.8%

	Large urban
	+£22m
	+0.8%

	Major urban
	+13m
	+0.1%

	Total rural
	-£90m
	-0.9%

	Total urban
	+£90m
	+0.5%



Overall impact of removing the sparsity top-up

5.15
Figure 10 shows the aggregate effect of setting the sparsity top-up to zero for all sub-blocks.  In total, £260m would be moved from rural to urban authorities, before damping. Table 7 shows the impact upon individual rural and urban classifications, in both funding and percentage terms (as a proportion of total Formula Grant).  

5.16
This does, however, represent a greater loss in the proportion of rural funding (-2.5%) than the gain in urban funding (+1.4%).  In percentage terms, Rural-80 authorities lose most in Formula Grant (-12.9%), followed by Rural-50 and Predominantly Rural (both -4.4%) with other urban authorities gaining the most in percentage terms (+2.6%). 


Figure 10: Effect of removing sparsity top-up from all three sub-blocks in 2011/12
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Table 7: Effect of removing sparsity top-up from all three sub-blocks in 2011/12
	Authority Classification
	Pre-damping Formula Grant Change (£m)
	Pre-damping Formula Grant Change (%)

	Rural-80
	-£44m
	-12.9%

	Rural-50
	-£28m
	-4.4%

	Predominantly rural
	-£146m
	-4.4%

	Significant rural
	-£42m
	-0.7%

	Predominantly urban
	+£18m
	+0.3%

	Other urban
	+£50m
	+2.6%

	Large urban
	+£53m
	+2.0%

	Major urban
	+139m
	+1.6%

	Total rural
	-£260m
	-2.5%

	Total urban
	+£260m
	+1.4%


5.17 In summary, therefore, SPARSE-RURAL members are highly dependent upon the sparsity top-up, with the average level of sparsity as a percentage of RNF for SPARSE-RURAL members being 8.3% and with the highest losses in Formula Grant funding from removing the sparsity top-up for the different tiers of authority being -£1.9m for a district (East Lindsey), -£8.0m for a unitary (Herefordshire) and -£16.7m for a county (Devon), before damping.
6.
Service and cost pressures associated with rurality
6.1 The specific local authority services reviewed to ascertain the extent of additional cost pressures associated with them as a result of rurality (the ‘rural cost penalty’), considered as part of the research, were: 
· Fire Services
· Primary Education
· Home to School Transport
· Waste Collection/Recycling
· Domiciliary Care
·  ‘Visiting Services’ (Housing Benefit/Council Tax, Premises Inspection and Nuisance Pollution visits)
6.2 Research into service issues and cost pressures was undertaken using initial desktop analysis of national statistics for Fire Services and Primary Education, and also through individual service surveys (for all services), which were sent to SPARSE-RURAL member authorities.   
6.3 The surveys were carried out within the SPARSE-RURAL membership (as opposed to also seeking views from urban authorities). The benefit of undertaking comparison on an ‘intra-authority’ basis was that this reduced the potential for differences in costs to occur as a result of differences in policy, efficiency etc., which would be more likely to be a factor if urban vs. rural comparisons were undertaken between different authorities. 

6.4  For the purposes of defining rurality, to enable SPARSE-RURAL members to consider the costs of service delivery in different areas of their authority, the Office for National Statistics’ ward-level definitions were used, as follows: 
· Urban (population over 10,000)
· Town and Fringe
· Village, Hamlet and Isolated Dwellings
6.5 Although, clearly, services may not necessarily be managed on a ward basis in practice, this provided a means of identifying the relative geographical characteristics of different local authority service zones, routes, rounds etc. The key findings of this research have been summarised below.
Fire Services

6.6
Desktop analysis was initially undertaken using a range of a number of data sources: 

· Fire Statistics Monitor, published in January 2011, which includes data on the number of fire incidents for each Fire and Rescue authority
·   CIPFA Fire and Rescue Statistics, for 2009/10, which includes a significant amount of data on Fire and Rescue authority spending, assets and workforce 

·    Revenue Outturn (RO) returns, for 2009/10, containing details of actual revenue expenditure

6.7
This analysis then formed the basis of a range of survey questions, to which seven SPARSE-RURAL member authorities responded.  Key issues identified through the analysis and the potential reasons for/implications of the analysis have been summarised below.

6.8 Predominantly rural authorities attended significantly more primary fires (which are more costly in nature) than predominantly urban authorities (50% compared to 40% for 2009/10).  Most respondents felt that the lower level of availability of safety advice and prevention teams was the main issue in this regard, due to there not being a permanent staff presence and due to the nature of providing this service to a dispersed rural population. Other potential factors identified included the greater level of provision of smoke detectors in urban areas and greater prevalence of open fires, log burners and older style properties in rural communities.

6.9 Predominantly rural authorities attended a proportionally higher number of non-fire related incidents than predominantly urban authorities (25% compared to 16% for 2009/10) and attended proportionately greater numbers of incidents of road traffic collisions than in predominantly urban areas (44 compared to 24 incidents per 100,000 population for 2009/10).   The most common issue identified by respondents was that of faster vehicle speeds on rural roads, with the need for specialist rescues e.g. water, cliff, animal rescues, and the resulting training and equipment costs also being identified as an issue for a number of respondents.  
Other potential factors identified included: the higher percentage of drivers per head of population in rural areas, as people have to travel further to attend work; unfamiliarity with the layout of rural roads; driver fatigue, given the further travelling distances; the overall poorer rural road quality e.g. unlit/unsalted roads; and a greater variety of hazards; for example, agricultural traffic and animals.

6.10 Predominantly rural authorities experience larger numbers of incidents where first aid is provided or assistance is provided to the police/ambulance service (25 compared to 3 incidents of first aid and 43 compared to 8 incidents of assistance to police/ambulance services per 100,000 population in 2008/09).  The significant majority of respondents identified that this is due to the relationship between the ambulance, police and fire services in rural authorities. This can result in the fire service being called in to support the ambulance service more in rural authorities, as the ambulance service is stretched thinner, with fewer resources being deployed over larger areas and more assistance therefore being required. 

6.11 Predominantly rural authorities held over twice as many operational appliances than those in predominantly urban authorities in 2009/10, which is likely to lead to additional costs of maintenance and other running costs.  In addition, predominantly rural authorities had 4.8 fire stations per 100,000 of population compared to 1.9 for predominantly urban authorities, and premises-related expenditure for predominantly rural authorities was in total 7% higher than for predominantly urban authorities in 2009/10.   In order to minimise travel time incurred in reaching the scene of a fire, appliances need to be able to access areas quickly; this therefore leads to a large number of stations being spread out over the authority and an increase in fixed costs. 

Full-time staff in urban areas also have the advantage of not needing to travel to a station in order to retrieve an appliance before going to an incident, as they are already based there; reducing their response times and subsequently their cost. 
6.12 Predominantly rural authorities’ transport costs are 35% higher than those of predominantly urban authorities for 2009/10. In addition, transport costs in predominantly rural authorities represent, on average, 4.7% of the total budget compared to 3.5% in predominantly urban authorities.   As might be expected, all of the authorities surveyed identified that the larger distances and the subsequently larger fuel costs, multiplied by rising fuel prices, placed added pressure on their transport budget.  The increase in distances between incidences can also lead to slower response times, which, in turn, can cost more in extinguishing fires, as they have had more time to progress.
6.13 There is no sparsity factor in the Fire services block and the service demands detailed above that are faced to a greater extent by rural Fire Services than urban Fire Services, as a result of rurality, are not therefore reflected in the cost driver indicators included in the Fire services funding formulae.  

Primary Education
6.14
Desktop analysis was initially undertaken using a range of a number of data sources, primarily drawn from the Department for Education website, including:

· Dedicated Schools Grant (DSG) allocations 2010-11 

· DSG and pupil premium allocations 2011-12 

· School Workforce in England 2010 

· School Capacity 2009-10 

· Schools, Pupils and their Characteristics 2009-10 

· School Spending Data released as part of Consistent Financial Reporting (CFR) 

· Benchmarking Tables of local authority planned expenditure 2010-11 

· Budget Data Analysis Pack 2010-11

6.15
Analysis for different rural/urban classifications was undertaken as follows:

· Predominantly urban – combining county councils classified as predominantly urban with London boroughs, metropolitan districts and unitary authorities classified as major urban, large urban or other urban

· Significant rural – combining county councils classified as significant rural with London boroughs, metropolitan districts and unitary authorities classified as significant rural

· Predominantly rural - combining county councils classified as predominantly rural with London boroughs, metropolitan districts and unitary authorities classified as rural-50 and rural-80.  These figures are very similar to those for the SPARSE-RURAL membership as a whole, given that all but two of these authorities are SPARSE-RURAL members.

6.16 This analysis then formed the basis of a range of survey questions, to which five SPARSE-RURAL member authorities responded.  Key issues identified through the analysis and the potential reasons for/implications of the analysis have been summarised below.
6.17 School system characteristics.  Analysis highlighted the implications of rurality in relation to the differences between local authorities in terms of school numbers; the proportion of the school population; the size of schools within authorities; and the proportion of surplus school places.
Table 8 – Primary school system characteristics by rurality in 2009-10

	Data
	Predominantly Rural
	Significant

Rural
	Predominantly Urban

	Proportion of schools
	24%
	29%
	46%

	Proportion of pupils
	17%
	26%
	51%

	Average pupils per school
	170
	210
	298

	Schools with <100 pupils 
	34%
	17%
	3%

	Schools with <200 pupils 
	68%
	53%
	23%

	Surplus places per school 
	15%
	11%
	10%

	Schools with surplus places > 25%
	18%
	13%
	11%


6.18 In summary, the analysis identifies that:

· Rural authorities are responsible for a larger network of schools

· Schools in rural authorities tend to be smaller schools and there are a higher proportion of schools with less than 100 pupils and a lower proportion of large schools

· There are slightly higher levels of surplus places in rural authorities and a greater proportion of these schools have significant numbers of surplus places 

6.19 These characteristics clearly have cost implications e.g. higher building and management costs involved in maintaining a larger school network for the same number of pupils, both in terms of school size and due to surplus places. Small school protection also remains a feature of many rural authority local funding formulae. 

6.20 Given that it is also not deemed acceptable for 4-11 year olds to travel significant distances to school and because the infrastructure and transport levels in rural areas are often not adequate to support transportation to large central schools for isolated areas, smaller schools can be essential in rural areas.

6.21 Rural authorities are considering a range of potential approaches to seek to address these issues, including partnership; collaboration; federations; academy chains; and school reorganisation, but these are complex issues, which involve significant lead-in time.

6.22 Local authority funding.  Local authorities receive the significant majority of their education funding through the Dedicated Schools Grant (DSG), with each local authority receiving a Guaranteed Unit of Funding (GUF) – the amount they receive per pupil. The table below shows the average, maximum and minimum GUF received by authorities with different geographical classifications, illustrating the lower levels of funding received by more rural authorities on average, with predominantly rural authorities, on average, receiving £565  (12%) per pupil less than predominantly urban authorities.
Table 9: Regional Variations in DSG Guaranteed Units of Funding 2011-12

	Authority Type
	 Average
	Maximum
	Minimum

	Predominantly Rural
	£4,103
	£4,373
	£4,002

	Significantly Rural
	£4,172
	£4,321
	£3,888

	Predominantly Urban
	£4,668
	£6,792
	£3,944


6.23
Variation in funding within authorities. Allocations to different schools within individual authorities are determined by local funding formulae. Analysis was undertaken to examine how funding varies between schools within authorities, to minimise the influence of different allocation formulae between authorities. In particular, this examined the differences in funding per pupil, considering the average, minimum and maximum levels.
6.24
The data for significant rural and predominantly rural authorities shows a significant difference compared to the data for predominantly urban authorities. In more rural authorities, the gap between the maximum and average funding per pupil is significantly greater than in urban authorities and a similar pattern is also seen in the difference between minimum funding and average funding. In other words, per pupil funding for each school is much more variable in rural authorities than in urban authorities, reflecting the more varied nature of school characteristics in rural areas.  In summary:

· For predominantly rural authorities, the ratio of maximum funding per pupil to average funding per pupil ranges from 1.44 to 3.78

· For significant rural authorities, the ratio of maximum funding per pupil to average funding per pupil ranges from 1.50 to 3.77

· For predominantly urban authorities, the ratio of maximum funding per pupil to average funding per pupil ranges from 1.17 to 2.20

6.25 Pupil premium.  For 2011-12, the new pupil premium will be allocated to local authorities for children who are eligible for free school meals (FSM), as a measure of deprivation; for children whose parents are employed within the armed services; and for looked after children. 
6.26 The allocations for 2011/12 are Deprivation - £430 per pupil; Service - £200 per pupil; and Looked after Children - £430 per pupil. Given that the majority of funding that will be received by local authorities will be through the deprivation element of the pupil premium, the research focused on an analysis of this deprivation funding.
6.27 Approximately 19% of primary-aged pupils in England as a whole were identified as being eligible for FSM in the January 2010 census. There is, however, significant variation between local authorities in different rural and urban classifications, as shown in the table below:

Table 10: Eligibility for FSM in Primary Schools

	Data
	Predominantly Rural
	Significant

Rural
	Predominantly Urban

	% of England pupils
	17%
	26%
	57%

	% of total pupils eligible for FSM in England
	12%
	18%
	71%

	% of pupils eligible for FSM
	13%
	13%
	23%

	LA maximum eligibility for FSM 
	24%
	24%
	48%

	LA minimum eligibility for FSM 
	5%
	6%
	5%


6.28
Based on the available data, therefore, the distribution of the deprivation pupil premium between authorities is such that approximately 71% of the funding allocated to the premium will be distributed to pupils in predominantly urban authorities, 18% to pupils in significantly rural authorities and 12% in predominantly rural authorities.

Home to School Transport

6.29
Five SPARSE-RURAL member authorities responded to the survey seeking information on the costs of home to school transport, although only four were able to provide cost data.  The results of the analysis were inconclusive for this area, however, due to the limited data that was available.  

6.30
In some cases, authorities had only been able to provide cost data for a small sample of routes, with the numbers of pupils being too low to derive robust unit costs per pupil. In addition, some authorities had no (or very low numbers of) pupils falling within the urban category.  Where authorities did have pupils within this urban category, however, but did not identify any associated costs, any additional costs for the more rural areas of town & fringe and village, hamlet & isolated dwellings could be considered to be fully additional in terms of the ‘rural cost penalty’.

6.31
Key issues identified by respondents through the survey, however, were that:

· Public transport infrastructure was less developed in rural areas, necessitating more contract routes, resulting in higher costs

· Rural sparsity causes many journeys to be at or above recommended journey times

· Increases in fuel costs are taking costs beyond manageable levels due to the high number of miles travelled on rural home to school transport routes

· Authorities are actively seeking to address these issues; for example, through retendering/re-routing exercises
6.32
It should also be noted that the report by Rita Hale, “The Effects of Rurality on the Costs of Service Provision”, produced in May 2006, identified a home to school transport rural cost penalty of 19% between the most rural and least rural areas of Shropshire CC.  This compares with the estimated 12% sparsity allocation within the funding system for the LEA central functions sub-block.
Waste Collection/Recycling

6.33
Eight authorities responded to this survey, of which seven authorities were able to provide data, with four authorities having costed individual rounds.  Although some authorities were only able to provide sample data for example rounds e.g. for a small number of rounds within each of the three differing types of rurality, three of the four authorities providing individual round cost data were each able to provide information across 50 individual rounds, increasing the robustness of the data.  One of these authorities did not, however, have any rounds classified as urban, and so a base comparator could not be determined in this case.
6.34
A summary of data collated from the survey has been provided in the table below.


Table 11 – Waste collection/recycling round data for SPARSE-RURAL members

	Authority
	Rurality
	Properties per round
	Average round length (km)
	Rural cost penalty

	A
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,499 

785

426
	96km

129km

141km
	

	B
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,303 

779  

374
	61km

89km

137km
	

	C
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,100 

900 

450
	90km

135km

165km
	

	D
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	975 

975 

150
	90km

182km

282km
	

	E
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	N/A

1,451 

960
	N/A

94km

85km
	

	F

	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,063 

936 

358
	107km

113km

132km
	1.00

1.23

3.24 

	G
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,145 

917 

424
	59km

86km

119km
	1.00

1.24

2.58 

	H 
	Urban

Town & fringe

Village, hamlet & isol. dwell.
	1,210 

1,098 

553
	87km

36km

93km
	1.00
1.36 

2.23 


6.35
In summary, on average, a round in a town & fringe area can service 2.3 times more properties than a rural round and a round in an urban area can service 3.0 times more properties than a rural round.  Where cost data was available, the ‘rural cost penalty’ was identified as varying between 23% and 36% for town & fringe areas compared to urban areas and between 123% and 224% for village, hamlet & isolated dwellings compared to urban areas within the same local authority area.  This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.
6.36
A number of specific issues were identified by respondents as part of the survey, as follows:

· There was no difference in general household waste collection policy between urban and rural areas for any of the authorities responding to the survey
· Distances covered in rural areas are clearly greater than in urban areas, therefore impacting upon the cost of collection; this also includes the distance to tipping points, as well as between properties

· These longer rounds result in additional employee costs i.e. downtime, as well as higher fuel costs from the low proportion of terraced properties and the spread of houses over large geographical areas in rural communities (fuel costs have also increased significantly in recent years) 

· Specialised vehicles are required for very hard to access and isolated properties e.g. smaller vehicles for narrow access and farm collection and caged vehicles

· Untreated and unploughed roads in rural areas cause difficulties in the winter, preventing access to properties and tipping points

Domiciliary Care

6.37
Five SPARSE-RURAL authorities responded to this survey.  Most authorities used a network of domiciliary care providers, with spot purchasing also taking place where requirements for referrals cannot be met.  Two of the five authorities identified that they had explicit agreements in place to cover the higher costs of service provision in rural areas. 
6.38
One authority had explicit arrangements in place to cover rural costs, and identified that different hourly rates were paid to providers in different zones, depending upon their level of rurality.  These equated to £12.15 for urban areas, £12.94 town & fringe and £13.74 for village, hamlet & isolated dwellings i.e. a premium of 7% between town & fringe and urban areas and 13% between village, hamlet & isolated dwelling and rural areas.
6.39 The other authority operated a ‘locality incentive scheme’, which pays an additional premium to providers per visit, depending on which zone the call originates from. The average hourly rate paid is £12.28 and there are four zones as follows:

· Zone 1 – no premium paid

· Zone 2 – £2.00 paid per visit

· Zone 3 – £4.00 paid per visit

· Zone 4 – £6.00 paid per visit

6.40 Zones have been allocated following discussions with the brokerage team, care management teams and providers to accurately reflect the difficulty of reaching areas based on rurality.  By paying an additional premium to carers, the provider is able to recruit carers to cover the hard to reach areas and cover their fuel costs. The authority identified that most visits are of half hour duration and, therefore, for such a half hour visit, the rural premium paid would be 33%, 65% and 98% for Zones 2, 3 and 4 respectively.  This compares with the 0.4% sparsity allocation within the funding system for the Social Services for Older People sub-block.
6.41 Specific issues identified in relation to delivering the domiciliary care service in rural areas included difficulties in recruiting skilled staff in rural areas due to the lack of workforce supply and providers experiencing difficulty in responding to calls in rural areas, requiring authorities to commission the services of one of their local Care and Quality Commission registered providers at a higher cost.

Housing Benefits/Council Tax visits

6.42
Eighteen responses were received from SPARSE-RURAL members, with seven responses (of which one response related to a shared service involving three authorities) including cost data.  The survey explored the travel time i.e. downtime and the mileage involved for a typical visit for each area of rurality (urban; town & fringe and village, hamlet & isolated dwellings).  
6.43 Through identifying the average salary of a housing benefits/council tax visiting officer and the average mileage rate paid, the ‘rural cost penalty’ could be identified for a typical visit.  The results showed that, for Housing Benefits visits, on average, the ‘rural cost penalty’ was 69% for town & fringe areas compared to urban areas and 150% for village, hamlet & isolated dwellings compared to urban areas.
6.44 The rural cost penalty for a typical Council Tax visit was 59% for town & fringe areas compared to urban areas and 139% for village, hamlet & isolated dwellings compared to urban areas.
6.45 This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.
6.46 Key issues raised by authorities responding to the survey included:

· Unmet need/equity of access due to geographical issues was raised as a concern by a number of respondents, in terms of the level of coverage for the service.  There were seen to be issues in terms of the level of isolation of some customers; restricted public transport services, due to geography, resulting in higher numbers of requests for visits; and delays in processing/paying benefits claims subsequently occurring.

· Face to face service provision was identified in many cases as being too expensive and impractical to provide to claimants in rural areas. Although urban customers are able to meet at central locations; rural areas need outreach officers, who are more expensive to provide. 

· The provision of help and support to vulnerable and elderly people with benefit claims, was identified as a particular issue, due to difficulties with outreach in rural areas

· The effect of rural sparsity on fuel costs was a key concern and authorities are using a range of methods to reduce fuel costs; for example, grouping visits into geographical clusters; decreasing mileage rates paid to staff; use of pool cars; a triage service to minimise visits; and holding ‘surgeries’ in rural areas on specified days.

Nuisance pollution visits

6.47 Six SPARSE-RURAL authorities responded to the survey, with two of these authorities providing cost data. As with Council Tax/Housing Benefits visits, the cost associated with unproductive travel time and mileage costs were identified.  

6.48 The results showed that, on average, the ‘rural cost penalty’ was 118% for town & fringe areas compared to urban areas and 169% for village, hamlet & isolated dwellings compared to urban areas for a typical nuisance pollution visit.  The key issue identified from the survey was the impact that geographical issues could have where an immediate response is required e.g. in Clean Air Act incidents.
6.49 This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.

Premises inspection visits

6.50 Thirteen SPARSE-RURAL authorities responded to the survey, with nine of these authorities providing cost data.  The costs associated with travel time and mileage costs were again identified, separately for non-Health and Safety Executive (HSE) visits and food business visits.  Costs were found to be very similar across the two services for each authority and were therefore combined to give an average for each authority. 
6.51 The results showed that, on average, the ‘rural cost penalty’ was 35% for town & fringe areas compared to urban areas and 95% for village, hamlet & isolated dwellings compared to urban areas for a non-HSE/food business inspection visit.  This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.

6.52 The key issues identified through the survey included:

· High risk situations often require a prompt visit, so it is not always possible to combine two or more visits in an efficient manner

· Some establishments are only open for a short period of time (due to the seasonal nature of their business), making work planning difficult

· Seasonal staff changes can make it harder to establish longer term working relationships, leading to more cases requiring enforcement (at additional cost)

· Food sampling has severe constraints, as travelling times restrict the number of samples that can be taken from a single category of food premises where the businesses may be many miles apart

6.53 In summary, therefore, a range of additional cost pressures have been identified in relation to rural provision across a number of services. The level of the ‘rural cost penalty’ varies according to the nature of the service, but represents a significant degree of additionality for rural authorities.  Additional costs primarily arise due to one or more of the following factors:

· The additional fixed costs from needing to maintain larger numbers of service points

· The officer downtime involved in travelling to attend clients/deliver the service and difficulties in being able to efficiently plan visits

· The additional transport costs e.g. fuel, maintenance relating to travelling further distances 

6.54 In addition to such additional costs, however, a further key issue is whether, as a result of rurality, it is not cost effective for local authorities (or the wider public sector) to provide a full level of service to residents and whether there is therefore inequity of access to services and/or unmet need.  This issue is further considered in section 7.
7. Potential unmet need/inequity of access

7.1 Section 4 considered the funding differentials between rural and urban authorities, identifying the lower level of funding per head received by rural authorities in general.  The funding system is intended to ‘equalise’ for need; for example, recognising the greater service costs that urban authorities are likely to face in delivering services to more deprived populations.

7.2 However, consideration also needs to be given to whether, despite the intention that the funding system accounts for differences in need, there are significant variations in the levels of service that can be provided and, in particular, whether there is a difference in access to service provision between authorities. For example, rural authorities may not be able to provide as full a service as they would like to their residents, given the cost implications of doing so, or there could be elements of unmet need which disadvantage rural communities. 
7.3 To identify whether rurality is a key determinant in this regard, a wide range of national and local research studies were drawn upon to investigate issues relating to service provision in rural communities and unmet need. In summary, the main findings of this literature review were as follows.

7.4 Whilst many of those living in rural communities have a high quality of life and do not necessarily have high levels of poverty and social exclusion, there are many living in rural communities who do experience high levels of need, some of which are specific to their rurality. Furthermore, deprivation in rural areas is much less concentrated and often less conspicuous than in urban areas, meaning that it can be more difficult for local authorities to identify and address the associated need
. For example, “many rural areas have experienced migration patterns that have led to an ageing population and an increased need for health care services to treat chronic diseases”
.
7.5 Fuel poverty, increasing levels of redundancy and overall unemployment, lack of access to housing and financial exclusion may also all contribute to the need experienced in rural communities. In relation to fuel poverty: “higher rates of fuel poverty in rural areas are mostly due to the poor insulation of many homes in these areas and the fact that fewer homes have mains gas, thereby requiring more expensive forms of heating”
. In relation to financial exclusion: “around 200,000 people living in rural England do not have access to a bank account of any kind and the number of mainstream banking facilities in rural areas is declining”
.

7.6 In rural communities, older people, especially those living alone, as well as children and young people living in poorer households, the low paid, unemployed and self-employed have been identified as being at risk of experiencing high levels of need. Local authorities sometimes find it difficult to identify the specific needs of some of these groups e.g. evidence suggests that there is very limited information about the needs of migrant workers, who make-up a significant part of the rural workforce particularly in agricultural areas
. 

7.7 The take-up of some benefits and services by those in rural communities can be lower than their urban counterparts e.g. evidence suggests there are significant differences for the take-up of both pension credit
 and free school meals
.

7.8 For those living in rural communities, access to core health, care and education services, as well as general amenities, can be highly difficult. Data shows that there are significant proportions of the rural populations who do not live within easy access of schools, GP surgeries, dentists, pharmacies, job centres, banks and supermarkets. The average difference travelled to GP services, for example, is more than three times greater for those living in rural communities compared with urban communities
. 

7.9 Other evidence has highlighted access issues in relation to childcare; children’s centres; adult education; legal and financial advice; drug treatment; support for carers and black and minority ethnic (BME) groups; and services for the homeless. For example, research in relation to children’s centres in rural communities found that, “resources are thinly spread and the costs of delivery are higher in rural areas because of the distances involved in reaching and supporting families in larger geographical areas and in the necessity of making use of satellite venues”
. For BME groups, “rurality can mean that - as for so many rural residents - transport, communications, lack of local access to appropriate support networks are all barriers to addressing the needs of BME populations”
.
7.10 The main reasons for access issues for health and other services are physical distance, exacerbated by lack of transport options, and simple availability, especially at times which are convenient for those living in rural communities. For older people, for example, “the combination of distance and low population density in rural areas presents unique challenges for older people in accessing transport, health and social care, and social and civic activities”
. 

7.11 In relation to transport in rural communities, “those without access to private transport may be marginalised because public transport infrastructure is often weak”
. A report by the National Research and Development Centre looking at adult literacy and numeracy found that “transport, access and childcare are major barriers to learning in rural areas, along with the issue of attracting a viable number of learners”
.

7.12 Health access and outcomes for rural communities can be impacted by their rurality e.g. mortality rates for road traffic accidents, asthma and cancer were found to be worse in rural areas of Scotland
. Other research has shown that rurality, and specifically distance to screening centres, has impacted on take-up rates for breast cancer screening
 and cancer survival rates: more remote patients are “less likely to have their stomach, breast and colorectal cancer diagnosed, and have poorer survival after diagnosis for prostate and lung cancer”
.

7.13 Specific aspects of living in small communities in rural areas have also been shown to impact on accessing particular health services. For example, the mental health charity MIND identified that access to help, support and services can be particularly challenging for residents of rural communities e.g. “farmers who develop mental health problems rarely approach mental health services, because of the perceived stigma and the shame of being seen as not coping”
.

7.14 An analysis of previous research into unmet need in social care by the Social Care Institute for Excellence found that “while there is considerable variability in the provision and availability of services between different rural areas, between different services, and between different social groups, the overall picture is of under-provision compared to urban areas”
. 

7.15 Research suggests that one of the key elements of current social care policy, the personalisation agenda, could improve access for rural communities: “personal budgets have the flexibility to be more sympathetic to rural life as they can enable individuals to address service access, tackle social isolation and facilitate social engagement, and create flexibility around transport”
. However, rural communities are facing significant challenges in benefiting from the personalisation of care and direct budgets, specifically around lack of choice, and the availability of skilled workers. 

7.16 In education, the impact of maintaining a large network of small schools was identified as one of the most significant cost issues for rural communities. Rural authorities have higher numbers of schools per 1,000 pupils; schools are generally smaller and there are also issues in relation to surplus places. There is some evidence which highlights lower levels of attainment for particular categories of children in rural areas
. Services for children with additional educational need have also been shown to have significant limitations in more rural communities
. 

7.17 Access to social housing and housing support, particularly for older people, is problematic in some rural communities, particularly in relation to enabling older people to stay in their local area when they need specialist housing support years
. This is also reflected in data from the Commission for Rural Communities which identified that “16% of all sheltered housing is found in rural areas compared to 19.1% of the population and 22.8% of the retirement age population”
. 

7.18 However, it is not just older people who face issues in access to housing in rural communities e.g. young people are also at risk, particularly “those in extreme need and those with more routine needs where the outcome may not be homelessness but rather a further delay in the transition to independent living, increasing the likelihood that young people move away from rural areas through constraint rather than choice”
. A general lack of affordable housing has been shown to generate particular problems in some rural communities
.
7.19 Many access issues could be improved by using technological solutions, although rural communities can be excluded from using different technologies by lack of high speed broadband connections e.g. “rural areas suffer from poorer access to broadband than urban areas and this is restricting economic and social progress whilst increasing environmental costs through increased transport. Many rural communities remain on the wrong side of the digital divide, 4,000 households are in “notspots”, with no broadband access at all.”

7.20 The voluntary sector plays an important role in service provision and many organisations “have developed to fill the gaps left by the public and private sector. They are often essential to the viability of rural communities”
. However, access to voluntary sector services can be difficult for many in rural communities. Voluntary support for specific groups may also be particularly limited e.g. services for young adults where research has identified that “even where services are available in near-by town centres, it is often difficult for young people without independent transportation to reach them during opening hours”
. 

7.21 Across the UK, work is being undertaken by local authorities to deliver services to meet the specific needs of their rural population.  As identified in section 6, however, rural authorities can often face significant cost pressures in delivering these services and, in particular, they can only spend up to the level of funding available.  This could therefore mean that, in practice, unmet need exists, with rural communities being unlikely to have the same equity of access available to them.
8.
Summary and Conclusions


Summary
8.1
The summary findings of LG Futures’ research into the costs of providing services in rural areas are as follows:

i. The current funding system, based upon the four-block model, has attracted considerable criticism from a range of local authorities, including SPARSE-RURAL. The main concerns identified relate to the level of ministerial judgement that can be exercised within the system; the complexity and opaqueness of the four-block model; and the ‘overlay’ of damping within the system, with ‘scaling back’ taking place in relation to grant received by authorities above the floor, in order to pay for the floor level of funding.  

ii. There are significant differences in the level of funding per head provided to rural and urban authorities - £163 per head (50%) for 2011/12 in post-damped Formula Grant.  Predominantly Rural authorities receive an average of £324 per head and Predominantly Urban authorities receive an average of £487 per head.
iii. Criticisms have arisen from local government over the complexity and opaqueness of the four-block model; and the ‘overlay’ of damping within the system, with ‘scaling back’ taking place in relation to grant received by authorities above the floor, in order to pay for the floor level of funding.  This results in districts and upper tier authorities only receiving 0.3 pence and 28.6 pence in the pound of their allocations above the floor.  The initial ‘allocations’ produced as a result of the Relative Needs Formulae therefore have much less relevance, given the extent to which damping is applied within the system to derive the end result in terms of funding.
iv. These lower average funding levels per head also occur for all classes of authorities with the same responsibilities, where rural and urban comparisons are available, with the only exception being for shire counties with fire responsibilities, where predominantly rural authorities (but not significant rural) receive above average funding, although there are only two comparator urban authorities in this instance.
v. Council Tax per head is 21% higher for Predominantly Rural authorities (£572), compared to Predominantly Urban authorities (£473). Despite these higher council tax levels, total “revenue spending power” is lower for Predominantly Rural authorities compared to Predominantly Urban authorities.
vi. Only 5 of the 387 general purpose authorities in England do not receive any funding due to sparsity. Sparsity also represents a very small proportion of the overall RNF (around 0.9% for England as a whole in 2011/12), compared to density, which represents around 5.4%, and socio-economic factors i.e. deprivation, which represent around 12.2% of the RNF.  Density funding is received by the most urban authorities, who also receive a large share of the deprivation-related funding.  
vii. Funding for sparsity is present in the Local Authority Central Education Functions sub-block; Social Services for Older People sub-block; and District Services Environmental, Protective and Cultural Services (EPCS) sub-block.  If the sparsity top-up was removed, £159m, £14m and £90m respectively would transfer from these blocks from rural to urban authorities, before damping.

viii. SPARSE-RURAL members are highly dependent upon the sparsity top-up, with the average level of sparsity as a percentage of RNF for SPARSE-RURAL members being 8.3% and with the highest losses in Formula Grant funding from removing the sparsity top-up for the different tiers of authority being -£1.9m for a district (East Lindsey), -£8.0m for a unitary (Herefordshire) and -£16.7m for a county (Devon), before damping.
ix. There are a range of service and cost pressures associated with rurality, with an explicit ‘rural cost penalty’ being identified for services as follows:

· Fire Services – attendance by rural authorities at a greater proportion of: primary fires; road traffic collisions; non-fire incidents; higher incidence of provision of first aid/assistance; higher numbers of fire stations and operational appliances; and higher premises/transport expenditure.  There is no sparsity allocation within the Fire Service block.
· Primary Education – rural authorities have responsibility for a larger network of schools; greater numbers of smaller schools; higher surplus places; and lower average funding per pupil.

· Home to School Transport – less well developed public transport infrastructure in rural areas, necessitating more contract routes, resulting in higher costs; many rural journeys being at or above recommended journey times; and significant increases in fuel costs due to longer distances travelled. Although limited data was available for this study, Rita Hale’s previous report identified a rural cost penalty of 19% between the most rural and least rural areas of Shropshire CC. This compares with the estimated 12% sparsity allocation within the funding system for the LEA Central Functions sub-block.
· Waste Collection/Recycling – survey analysis identifying that, on average, a round in a town & fringe area can service 2.3 times more properties than a rural round and a round in an urban area can service 3.0 times more properties than a rural round.  The ‘rural cost penalty’ was identified as between 23% and 36% for town & fringe areas compared to urban areas and between 123% and 224% for village, hamlet & isolated dwellings compared to urban areas. This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.
· Domiciliary Care – incidences of higher rates being paid to providers in rural areas to cover the recruitment of carers and higher fuel costs, with a rural cost penalty of 7% between town & fringe and urban areas and 13% between village, hamlet & isolated dwelling and rural areas for one authority and a rural cost penalty of 33%, 65% and 98% for more rural zones compared to the ‘standard’ zone for another authority.   This compares with the 0.4% sparsity allocation within the funding system for the Social Services for Older People sub-block.
· Housing Benefits and Council Tax visits – for Housing Benefits, a ‘rural cost penalty’ of 69% for town & fringe areas compared to urban areas and 150% for village, hamlet & isolated dwellings compared to urban areas.  For Council Tax, a ‘rural cost penalty’ of 59% for town & fringe areas compared to urban areas and 139% for village, hamlet & isolated dwellings compared to urban areas.  Equity of access was identified as a particular concern for this service. This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.
· Nuisance Pollution visits – a ‘rural cost penalty’ of 118% for town & fringe areas compared to urban areas and 169% for village, hamlet & isolated dwellings compared to urban areas.  This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.
· Premises Inspection visits – a rural cost penalty of 35% for town & fringe areas compared to urban areas and 95% for village, hamlet & isolated dwellings compared to urban areas for a non-HSE/food business inspection visit. This compares with the 4% sparsity allocation within the funding system for the EPCS District Services sub-block.


The table below summarises these findings:



Table 12 – Rural cost penalties identified compared to funding formula sparsity allowance

	Service
	Rural Cost Penalty General

%
	Rural Cost Penalty Town & Fringe

%
	Rural Cost Penalty Village, Hamlet & Isolated Dwellings

%
	Sparsity Allowance In Formula

%

	Home to School Transport
	19%
	
	
	12%

	Domiciliary Care
	
	7-33%
	13-98%
	0.4%

	Waste Collection/Recycling
	
	23-36%
	123-224%
	4%

	Housing Benefits visits
	
	69%
	150%
	4%

	Council Tax visits
	
	59%
	139%
	4%

	Nuisance Pollution visits
	
	118%
	169%
	4%

	Premises Inspection visits
	
	35%
	95%
	4%


x. A number of issues being identified in relation to unmet need and inequity of access to services within rural areas, including:

· Many residents living in rural communities experiencing high levels of need, some of which are specific to their rurality  

· The take-up of some benefits and services by those in rural communities can be lower than their urban counterparts  

· Considerable difficulty in accessing core health, care, education and voluntary services, as well as general amenities, for rural residents 
· Health outcomes for rural communities can be impacted by their rurality  

· Rural communities facing significant challenges in benefiting from the personalisation of care and direct budgets, specifically around lack of choice and availability of workforce 

· Access to social housing and housing support, particularly for older people, is problematic in some rural communities, 

· Many rural communities are still excluded from using different technologies by, for example, lack of high speed broadband connections  

8.2
Taken together, these issues present significant challenges for rural authorities and innovative work is taking place to address these issues within the constraints of rurality. This includes, for example, greater partnership working; reorganisation of schools/services/routes; efficient service planning; and the use of new technology.  

8.3
This work is, however, taking place against the backdrop of significant funding pressures, with rural authorities receiving significantly less funding than urban authorities.  Rural authorities’ ability to address these challenges will therefore clearly be dependent upon the level of funding that they have available to them going forward.

Conclusions

8.4
LG Futures’ research re-affirms the findings of the 2006 Rita Hale and Associates study and has also developed further evidence in relation to the rural cost penalty for other services. It indicates clearly that there is a substantial cost penalty faced by Predominantly Rural authorities in providing services to communities across their large geographical areas.  It also demonstrates that the provision for sparsity within the formulae is very small compared to the size of the actual cost penalty.

8.5
SPARSE-Rural will be concerned that, under the government’s proposals which are currently being consulted upon in relation to the Retention of Business Rates, there is the potential for the existing Relative Needs Formulae to be used to construct the baseline, and that one of the options for resetting the system is to set a fixed period (“for example over 10 years”) for resets. If these options are adopted, any inequities arising from the formulae could therefore be “locked in” for up to 10 years and potentially disadvantage SPARSE-Rural authorities.  
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