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Unavoidable excess costs adjustment: An overview
1. The unavoidable excess cost of supply adjustment is intended to account for variation in the cost of delivering health services in different urban-rural geographies.  It is defined as a pure unit cost effect, separate from any expenditure variation generated by differences in case-mix and length of stay etc.  These latter are captured by the additional needs adjustment in the morbidity and life circumstances element of the formula.  The adjustment is estimated for each of the 10 Scottish Government Urban-Rural Categories (SGURC) and each data zone within a SGURC will have the same value.  
2. There are four elements within the unavoidable excess cost adjustment: hospital services; clinic-based community services; travel-based community services; and, prescribing.  The calculations for each element are described below.  
Hospital Services:

3. The excess cost for hospital services is the cost ratio of local to national unit costs calculated at the datazone level.  Specifically it is the ratio of the cost of providing the required local services at local unit costs to the (notional) cost of providing those local services estimated at national unit costs.  Unit costs are calculated as the average cost per episode, or length of stay, (separately by inpatient/daycase/outpatient) by speciality for the population of the data zone.  Note that the denominator in this ratio is the numerator of the ratio used to calculate the morbidity and life circumstances adjustment.  

4. This calculation is undertaken for each of the individual the care programmes: Acute, Care of the Elderly, Mental Health and Learning Difficulties, and Maternity.  
Travel-based Community Services:

5. The estimate of the variation in the cost of travel-based community services is based on a travel simulation model which assumes that professionals are based in settlements and must travel to patient’s homes.  The model is based on census output areas data (around 42,000 output areas) and data on the drive time to ‘small’ settlements (3,000 plus people) or ‘large’ settlements (10,000 people).  It includes assumptions about contact duration, setup time, island contact time, base location and proportion of home visits.

6. The estimated time consumption is equal to: 

% home visits * (setup time + contact duration + driving time) + % non-home visits * (setup time + contact duration)

7. The ratio of the data zone to the Scotland average is calculated for each community service and aggregated for the data zone using service expenditure shares.  The key determinant of the excess cost adjustment is the settlement size.  
Clinic-based Community Services:

8. The adjustment for clinic-based services is taken from the Scottish Allocation Formula (SAF) for General Medical Services’ practice weighting for remote and rural areas.  The SAF weighting uses three practice variables: population density (number of hectares per resident); population sparsity (population in communities of less than 500); road mileage payments (proportion of people which attract road mileage payments).  The SAF weightings are mapped from GP practices to data zones and the excess cost adjustment reflects the ratio of individual data zone’s weighting to the national average.  The overall community excess cost adjustment assumes that the community services are split 2/3 to 1/3 between travel-based and clinic-based services respectively. 
GP prescribing: 

9. The excess cost adjustment relating to GP prescribing is set to 1 across all geographies as a national reimbursement rate applies for all drug prescriptions and dispensing costs are not covered by the resource allocation formula.

Aggregation: 

10. The separate elements of the excess cost adjustment are weighted together to yield the final excess cost adjustment for each data zone, using national programme weights as shown in Table 1 below below.  The urban-rural categories for which the excess cost adjustment is calculated are shown in Table 2 and the (approximate) proportion of health board populations by category.
Table 1: Care Programme Expenditure Weightings:
	Acute
	Care of the Elderly
	Mental Health & Learning Difficulties
	Maternity
	Community Travel-based
	Community Clinic-based
	Overall HCHS
	GP Prescribing

	50.8%
	3.2%
	11.9%
	3.6%
	11.6%
	5.8%
	87%
	13.0%


Source: ISD (relating to the 2011/12 calculations)
Table 2: SG Urban-Rural Categories:

Primary Cities

Urban Settlements

Small towns – accessible

Small towns – remote

Small towns – very remote – mainland

Small towns – very remote – island

Rural areas – accessible

Rural areas – remote

Rural areas – very remote – mainland

Rural areas – very remote – island
Table 3: Proportion of Health Board Population by Urban-Rural Category:
[image: image1.emf]Health Board 1 2 3 4 5 6 7 8 9 10

Ayrshire & Arran

- 58 19 3 - - 17 1 - 2

Borders

- 25 19 5 - - 44 7 - -

Fife

- 62 18 - - - 21 - - -

Greater Glasgow & Clyde

80 14 4 - - - 2 - - -

Highland

- 21 7 7 12 2 13 9 24 4

Lanarkshire

40 39 9 - - - 12 - - -

Grampian

37 11 15 4 - - 24 8 1 -

Orkney

- - - - - 31 - - - 69

Lothian

59 21 10 2 - - 7 1 - -

Tayside

39 26 10 - - - 21 4 0 -

Forth Valley

- 71 10 - - - 17 2 - -

Western Isles

- - - - - 30 - - - 70

Dumfries & Galloway

- 29 18 5 - 28 20 - - -

Shetland - - - - - 32 - - - 68

Scotland 39 29 10 2 1 1 13 3 2 1

1= Primary Cities 6= Island very remote small towns

2= Urban settlements 7= Accessible rural areas

3= Accesible small towns 8= Remote rural areas

4= Remote small towns 9= Mainland very remote rural areas

5= Mainland very remote small towns 10= Island very remote rural areas

Scottish Government's Urban/Rural categories


