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Paper TRR17– Expenditure on rural adjustments within other funding formulae
Background
At the last meeting of the Remote and Rural Subgroup, paper TRR14 presented information on the methods used in other countries to reflect costs associated with rurality. A further request was made as to what the size of these funding adjustments were. 
Purpose

This paper provides information on the levels of expenditure related to rurality in other countries with a funding formula with rurality adjustments.
Key points
Of the three countries considered in TRR14, all have rural funding adjustments which appear greater than those used in Scotland. It is difficult to be precise in these issues, due to:

· Different methods of classifying rural spend;

· Different coverage of funding formulae; and

· Different definition of rurality.

Despite these issues, estimates of spend related to rurality and rural populations are shown in the table below:
Table 1 - Rural spend and population in different countries

	Country/region
	Percentage of spend relating to rurality (%)
	Percentage of population classed as rural (%)

	Northern Ireland
	3.2%
	35%

	New Zealand
	1.2%
	14%

	New South Wales
	1.4%
	30%

	Scotland
	0.6%
	18%


Using this methodology, Scotland appears to spend relatively little on supporting rural healthcare. It is difficult to make direct comparisons, as the size of the rural population differs between the areas considered. A more comparable measure would be to divide the percentage of spend relating to rurality by the percentage of the population classed as rural. This would account for the fact that rural spending would be higher in areas with larger rural populations. This is done in the graph below, with the results shown relative to Scotland. 
Figure 1 - Relative share of spend on rural health given rural population size
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Further detail on the spend and population figures for each country is reported in Annex A.
Action required from the subgroup
The subgroup is asked to:
· Note the differences in rural funding levels in the countries discussed; and

· Consider if there is any other information it would like to see in this area. 
Iain Pearce

Analytical Services Division

Health Finance and Information

Health and Social Care Directorate
ANNEX A – Sources for rural spend and population data
Northern Ireland

The total spend on health in Northern Ireland is approximately £3bn. Of this, there is a £95m top sliced element to reflect rurality costs.

The rural population in Northern Ireland is defined by settlement size. This is shown in the table below.

Table A1 – Rural profile of Northern Ireland
	Band
	Name
	Definition
	Pop (2001 census)

	Urban
	A
	Belfast Urban area
	
	579,276

	
	B
	Derry urban area
	
	90,663

	
	C
	Large town
	18,000 to 75,000
	223,524

	
	D
	Medium town
	10,000 to < 18,000
	100,149

	
	E
	Small town
	4,500 to < 10,000
	101,535

	Rural
	F
	Intermediate settlement
	2,250 to <4,500
	64,722

	
	G
	Village
	1,000 to <2,250
	67,647

	
	H
	Small village, hamlet, countryside
	<1,000
	457,751

	
	
	TOTAL
	
	1,685,267


New Zealand

The New Zealand funding formula contains an $80m rural adjuster, based on contracts for providing services in different regions. The total spend allocated by the formula is not known, so current expenditure on health by the District Health Boards, $6.8bn, has been used.

Rurality in New Zealand is defined using a mixture of population size and employment information. In some cases the definitional differences appears unclear.

Table A2 - Rural profile in New Zealand
	Area
	Definition
	Population (2007)

	Urban/rural profile areas
	
	

	     Main urban area
	Population >= 30,000
	

	     Satellite urban area
	Population >-1,000. More than 20% commute to main urban area
	134,100

	     Independent urban area
	Population >-1,000. Less than 20% commute to main urban area
	455,200

	     Rural area with high urban influence
	Population <1,000. Most work in urban areas.
	136,000

	     Rural area with moderate urban influence
	Population <1,000. More than 50% work in urban areas.
	139,400

	     Rural area with low urban influence
	Population <1,000. Less than 50% population works in urban areas.
	268,900

	     Highly rural/remote area
	Population <1,000. Almost none work in urban areas.
	40,600

	     Area outside urban/rural profile
	E.g. Water areas; areas outside territorial authority.
	830

	Total, New Zealand
	
	4,228,300


Australia – New South Wales
New South Wales has a number of adjustments within its funding formula to account for rurality. These are a cost dispersion factor; a small hospital factor; and a nursing home adjustment. The total value of these was $94m in 2004/05. Total spend by area health services in the same year was $6.7bn.

Australia has separate measures of rurality and remoteness. Rural areas are defined as those with a population under 1,000. Remoteness is defined as distance to centres providing key services compared to the national average. The maximum remoteness score is 15.

For New South Wales, 30% of the population lives in a rural area. However, less than 1% of the population lives in an area classified as remote.

Scotland

Scotland does not have an explicit rurality adjustment within the NRAC formula. Instead, it has an adjustment for unavoidably higher costs in different geographical areas. However, this covers all costs, rather than those simply associated with rurality; for example, large urban areas have acute and inpatient costs higher than the national average. This may reflect high land, rent, or staff costs in these areas. This means that the total amount of funding redistributed by the adjustment may not precisely match the amount of funding in theory being redistributed due to rurality. Overall, this adjustment affected £44m out of £7.5bn in 2011/12.

Rurality in Scotland is defined through the Scottish Government’s Urban Rural Classifications. In the latest 2009/10 publication, 18% of the population lives in rural areas.

Table A3 – Rural profile of Scotland
	Area
	Share of Scottish population (%)

	Urban
	Large Urban Areas
	38.9

	
	Other Urban Areas
	30.6

	
	Accessible Small Towns
	8.5

	
	Remote Small Towns
	3.8

	Rural
	Accessible Rural
	11.6

	
	Remote Rural
	6.5
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