CCN Response to MHCLG Consultation on measuring relative need
Introduction
1. The County Councils Network (CCN) represents 37 English local authorities that serve
counties. CCN’s membership includes both upper tier and unitary authorities who
together have over 2,500 councillors and serve over 26m people (47% of the
population) across 86% of England. CCN develops policy, shares best practice and
makes representations to government on behalf of this significant proportion of the
country outside of the big conurbations.
2. CCN is a member-led organisation which works on an inclusive and all party basis and
seeks to make representations to Government. This submission has been developed in
close consultation with member councils, and we would specifically draw the
department’s attention to these responses. CCN has also worked closely with the Society
of County Treasurers (SCT) and Pixel Financial Management in developing this response.
3. CCN welcomes the opportunity to submit evidence to the Ministry of Housing,
Communities and Local Government’s latest consultation on the Fair Funding Review.
Counties have been heavily involved in both the evolution of the business rates retention
system and the review of the funding formula through the Steering and Technical
Working Groups.
4. CCN has consistently argued for reform of the way councils are funding to address long
held concerns that the underlying funding formula first introduced in 2003/4, updated
and frozen in 2013/14, is based on a fundamentally unfair way of measuring relative
need. This has led to an unfair and in many cases perverse situation where counties are
the lowest funded type of any council, with county residents as result facing the highest
council tax burdens across the county.
5. Analysis from Pixel Financial Management, on behalf of CCN, has calculated that counties
will see their core grant funding reduced by 43% between 2015/16 and 2019/20. As
outlined in the table below, county areas, including district council allocations, will also
see their per head allocations falling at faster pace than other parts of the country,
further entrenching historic inequalities in funding allocations.
Council
type

4 Year change in SFA
to 2019/20

London
Metropolitan
Districts
English Unitary
Counties

SFA per head

Per Head
Percentage
change -/+
2018/20

2018/19

2019/20

-22.16%
-27.91%

£481.89
£350.69

£459.78
£327.92

-4.6%
-6.5%

-35.75%
-42.82%

£251.49
£182.11

£230.13
£160.87

-8.5%
-11.7%
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Consultation Response – Overview
6. In addressing the historic imbalances in local government funding, CCN has worked with
the Society of County Treasurers (SCT), member councils, and wider stakeholders to
advocate a simple and transparent ‘cost drivers’ approach to measuring relative need,
alongside greater recognition of the real drivers of cost faced by upper-tier councils,
such as population, particularly elderly populations, rurality and deprivation. This was
articulated in our post-General Election document A New Deal for Counties, and we are
pleased to see the Government listen to our advocacy, with this consultation building
directly on our proposals to date.
7. The CCN is very supportive of the overall direction of travel presented in the
Fair Funding Review consultation paper. Many of the proposals in the consultation
paper represent a welcome step in the right direction.
8. CCN supports the Government’s proposal to create a Foundation Formula which uses a
limited number of cross-cutting or common indicators to create a simpler formula.
CCN would like to see a new funding formula that is driven more by genuine cost drivers
and a distribution of funding that is more linked to population levels than other top-up
indicators, such as density, which we believe currently has too higher weighting in the
formula. Ultimately, we want to see a flatter distribution of funding than is currently the
case as we believe that this will provide a fairer outcome.
9. Most fundamentally, we want to see a funding formula that is capable of
funding and responding to the growth in social care pressures in county
authorities and across the wider local government sector.
10. As well as being fairer, a flatter formula will also provide MHCLG with the flexibility to
respond to future funding pressures as an when they arise. At the moment counties are
being exposed to particularly acute funding and demand-led pressures across adults and
children’s social care. As this submission outlines, counties face a funding gap in adults
and children’s social care of £1.3bn by 2020/21.
11. It is imperative that the fair funding review prioritises funding towards these services
based on need. For example, CCN members have the largest and fastest growing older
populations, of over 65s, 75s and 85s. The older population of counties is expected to
increase by 2% year on year until 2020, and CCN members are seeing a significant rise
in referrals to social care, in comparison to overall reductions in other types of
authority. 1 In addition, county and county unitary authorities face a growing funding
crisis in the adult social care provider market. Recent research by Laing Buisson, on
behalf of CCN, showed that there remains a £670m funding gap in the provider market,
over and above core budget pressures. 2
12. One of the central reasons for the disparity in funding between counties and other parts
of the country is because of the different weightings given to delivery of services in
areas impacted by density and sparsity (rurality). The fair funding review must deal with
this disparity, and CCN therefore strongly support the proposal to give a higher
profile to rurality as one of the three main cost drivers.
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LG Futures. Health & Social Care Funding & Demand Pressures in Counties (2016)
https://www.countycouncilsnetwork.org.uk/health-social-care-in-counties-funding-demand-cost-pressures/
2
LaingBuisson. County Care Markets Update 2017 https://www.countycouncilsnetwork.org.uk/download/1179/
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13. As the consultation alludes to on page 25, rural services delivery costs are currently not
fully recognised in the current weighting within the formula. The weighting for “density”
is eight times larger than it is for “sparsity”. This is despite research, some of which has
been commissioned by MHCLG, demonstrating that sparsity has an impact on the cost of
delivering services and a weaker evidence base supporting density.
14. Moreover, alongside additional costs, we would also ask MHCLG to consider how they
can address “unmet need” in rural areas. This is where services have not been provided
in more rural areas due to the historical availability of funding in different areas. The
current regression methods of measuring need do not account for these factors, nor
reflect differences in the efficiency with which different councils deliver services .
15. The Rural Services Delivery Grant (RSDG), introduced to partly compensate
for the additional costs of providing rural services, is completely inadequate.
The methodology used to distribute focuses on ‘super sparsity’ and fails to properly
capture rurality in larger areas of the country and additional costs from rurality in
services such as social care.
16. We urge MHCLG to use the opportunity provided by the Fair Funding Review to address
these long-held concerns. In Appendix 1, we set out the current evidence-base
(excluding the 2014 report by LG Futures for DCLG/DEFRA) supporting the case for rural
delivery costs; this includes new evidence provided by member councils for this
submission. As the consultation acknowledges, further work is needed to understand the
costs of rurality on service provision and as we outline below, CCN is committed to
supporting the Department and commissioning further research to ensure an evidencebased approach.
17. Alongside a flatter formula and specific cost drivers, the CCN and SCT have long
opposed the use of formulae derived from expenditure-based regression. It is widely
accepted that historic expenditure must be driven by historic funding. Using this
expenditure data as the dependent variable in a regression will not be capable of
capturing need driven by factors which have previously been systematically
underrepresented in funding allocations. It is therefore paramount that a formula is
developed based on independent and sector-led expertise to inform the drivers of need
and attempt to capture this unmet need.
18. CCN also believes that in order for the Fair Funding Review to be successful a system
must be developed whereby the formula and data can be kept up to date. The existing
formulae have suffered from becoming out of date and, as a result, discredited and
unreliable.
19. We accept that moving towards a simpler funding formula might result in the use of
greater ministerial judgement. This is a trade-off that we would accept in return for a
simpler formula that meets the needs of county authorities. It is essential though that
ministerial judgement is informed by robust evidence and transparent formula must be
the key. Whilst we support simplicity, we recognise that the funding of local government
services is complex and support the use of service formulae for adults and children’s
social care.
20. CCN is very confident that it can continue to make a strong and compelling case about
the funding needs of county authorities, and that the needs of county authorities can be
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best addressed in the kind of simple methodology that is envisaged in the Foundation
Formula.

Funding Shortfalls and Quantum
21. Local authorities of all types, and particularly county authorities, are facing significant
financial pressures that the sector are looking to be resolved through the Fair Funding
Review and the upcoming Comprehensive Spending Review. The SCT recently surveyed
county authorities across England on their budgetary position and we have used the
results of this survey to estimate that county and county unitary authorities in England
face unfunded cost-pressures of £2.54bn by 2020/21, excluding inflation.
Cost Pressure
National Living Wage
NI Contributions
Adult Social Care
Children's Services
Highways
Pension liabilities’
Education (inc. SEND)
Total Cost Pressure - 2020/21
NB: Columns may not sum due to rounding.

Average County
£22m
£3m
£26m
£9m
£4m
£2m
£5m
£69m

Total CCN
£813m
£93m
£949m
£316m
£138m
£66m
£167m
£2.54bn

22. In responding to this consultation, CCN wants to see a new funding formula which
genuinely reflects the actual costs that are incurred by local authorities. However, the
introduction of a fair funding formula will not on its own solve the financial pressures
faced by local authorities. In order to ensure that the new Fair Funding Formula can
cope with these cost pressures, the “quantum” of funding available to local gov ernment
must not only provide assistance with the transition to the new funding model, but must
also be sufficiently large to fund the well-documented unfunded cost pressures currently
being borne by the local government sector.
23. We recognise the quantum of funding available at the time of implementation in 2020/21
will be decided at the forthcoming spending review. We are ready to work with MHCLG
and the sector to help develop a powerful case for an increase in the quantum made
available for local government to help plug the £5.3bn estimated funding gap facing the
sector.
24. Reforms to business rates retention and the forthcoming Adult Social Care Green Paper
are both equally important in achieving this. CCN has been consistent in arguing for
Government to make available to local government the remaining 25% of central
Government’s share of business rates without new responsibilities, building on the recent
announcement to move to 75%. This would provide resources to meet the funding gap
facing local government and also provide resources to help put in place appropriate
transitional funding arrangements to ensure a smooth move to the new system.
25. A new funding formula, in the absence of additional funding, will clearly result in both
“winners” and “losers”. While it is essential that additional resources are
allocated to local government as part of the Spending Review, the fair funding
review should not be reliant on an increase in the quantum. CCN members will
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be disappointed if this is used as a pretext not to proceed with the implementation of
genuinely new needs-led funding formula.
26. For some local authorities it is likely that implementation of the new system will result in
a considerable change in their need allocation. With implementation just two years away
it is essential that local authorities are notified of allocations under the new formula early
to allow local authorities to plan appropriately. Late notification would lead to crisis
management in the sector with serious issues for the services provided.

Business Rates Retention
27. While we are supportive of the move towards greater retention of the estimated £26bn
in business rates, designing a system that ensures sufficient funding and incentives for
local government will be essential.
28. The Institute for Fiscal Studies (IFS) report published on 1 st March raised concerns about
the possible impact of a divergence under 75%/100% retention between the level of
income generated and the level of need that that income will have to support. This is
particularly important for social care authorities, where there is little evidence that
business rates income correlates to demand for these services.
29. Separate modelling by Pixel Financial Management for CCN showed last year that unless
the system is designed carefully county authorities could see an additional funding gap
(between what they raise in business rates income and need for services) of £700m by
2030. 3 The report also showed that London and district councils would particularly
benefit from the system, while the divergence in gains between district authorities was
also stark. This was reinforced by the recent IFS report.
30. CCN want to work closely with the department, alongside the SCT, in ensuring that the
system is designed to prevent unsustainable funding and misaligned incentives. This
includes matters relating to the levy on growth, resets and the tier-shares. In particular,
both the Pixel and IFS reports showed that a higher tier share for counties would result
in a fairer distribution of resources and significantly reduce the divergence amongst
district councils.
31. We also believe that alongside business rates retention other ‘incentive’ based funding,
such as New Homes Bonus (NHB) must be considered. This should consider the future of
this policy as a whole and, in particular, how it operates in two-tier areas. Pixel for CCN
estimate that currently there is around £2.5bn in incentive based funding in the system
from the BRR and the NHB; which will be higher than Revenue Support Grant by
2019/20. CCN support the inclusion of some incentive-based funding but the right
balance must be struck between “needs” based and “incentive” based funding. For
instance, DCLG’s evaluation of NHB found that due to the policy shire counties without
fire responsibilities were £45m worse off, with counties with fire responsibilities £25m
worse off by 2014/15. This is set against a net positive financial benefit for district
councils of £250m. 4

3

https://www.countycouncilsnetwork.org.uk/download/1132/
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Eva l uation of New Homes Bonus, Department for Communities and Local Government, December 2014
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Measuring Need
Question 1 – What are your views on the Government’s proposals to simplify
the relative needs assessment by focusing on the most important cost drivers
and reducing the number of formulas involved?
32. CCN strongly supports the Government’s proposals to create a simpler needs assessment
and focus on the most important cost drivers. The current needs assessment has grown
to be too complicated with too many indicators, many of which have only a tenuous
connection to the actual costs of providing services. Much of the current needs
assessment is the product of statistical techniques that are far too distant from the
actual patterns of service spending but which tend to perpetuate past spending patterns.
The move towards a simpler funding formula represents the opportunity to move away
from this approach, and to create a more credible needs assessment.
33. CCN would also like to see the Government reduce both the number of top-ups and the
quantum of funding that they distribute. The consultation paper indicates that the
number of top-ups should reduce, and CCN supports the inclusion of the three top-ups
that are proposed for the Foundation Formula. Any increase in the number of top-ups
would undermine the aim of the Foundation Formula to create a simpler needs
assessment. There are some good cases for some specific top-ups (such as for coast
protection or flooding) but for general services our view is that the proposed three topups are sufficient.
34. Just as important as the number of top-ups is the quantum of funding that is allocated
to each. The current needs assessment – which was last updated in 2013-14 – gives far
too much weighting to the top-ups, some of which are overlapping and duplicate one
another. For example, while deprivation should remain a key cost driver, we believe that
the allocation for deprivation is too large at present, similar to other factors such as
density. We would expect to see clear justification and evidence for the funding
allocated through any top-up, and broadly for the amount distributed through the topups to reduce.
35. Furthermore, we support both the concept of the Foundation Formula, and making the
Foundation Formula as large as possible. There is very little point in proposing the
concept of a simpler funding formula, and then minimising its role in the new needs
assessment. The Foundation Formula must be a significant element of any new funding
formula and it must distribute a material proportion of overall funding if the Fair Funding
review is to be credible.

36. As is noted in the consultation paper, most authorities want a “simpler approach” but

many have argued that “simplification should not be achieved at the expense of
accuracy”. Any complexity that is introduced into the new needs assessment in the
name of “accuracy” must be well evidenced. We would expect the Government to set a
very high bar for any additional complexity and for the default setting to be to favour
simplicity.

Common Cost Drivers
Population

Question 2 - Do you agree that the Government should use official population
projections in order to reflect changing population size and structure in areas
when assessing the relative needs of local authorities?
6

37. CCN supports the use of population statistics that are capable of reflecting future
population change. Population projections are preferable to using backward-looking
population estimates, but they still have flaws. By their nature, projections are based on
previous trends, and are not forecasts. Our members have noted that the variance
between the ONS’s projections and actual population numbers can be considerable.
Relying on population projections alone would be an imperfect solution albeit preferable
to backward-looking mid-year estimates.
38. The primary concern of county authorities is that the population data used in the funding
formula should be capable of reflecting the change in the client groups that are likely to
generate spending pressures in social care. Largely these client groups will be older
people, particularly those aged 75+. Pixel estimate that 61% of the overall growth in
over-75s is in CCN authorities, with the average growth rate 1.8% in CCN authorities,
compared to 1.4% nationally. 5 According to Subnational Population Projections, counties
are also predicted to see a 43% increase in residents who are aged over 85 in the next
ten years, compared to a 33% rise for London. 6 But we do not believe this fully captures
the net migration of older people towards many county authorities which are popular
places for retirement. Population projections do not always manage to pick-up changes
in these client groups.
39. The financial effect of changes in these client groups has the potential to be
considerable, especially where they lead to higher social care spending. The potential
financial cost to an authority of an increase in the number of over-85s is much greater
than for an adult of working age. It is imperative that there are alternative ways of
dealing with these spikes in costs caused by demographic change. W e would be
interested in exploring with Government how a system could be designed that addressed
the large growth in social care costs that is caused by demographic change. Without
such a fail-safe system, many of our authorities will be exposed to considerable financial
risk without the prospect of the funding formula being re-opened for as long as 5 years.

Question 3 – Do you agree that these population projections should not be
updated until the relative needs assessment is refreshed?
40. For most authorities population projections will give reasonable uplifts in funding most of
the time. There are certainly deficiencies in the population projections that are
produced by the ONS, but these are almost certainly preferable to using the mid-year
estimates. Our main concern is that relying on projections without any ability to respond
to significant variances – especially in social care client groups – leaves authorities open
to the financial risks of demographic changes and errors in the population projections.
County authorities will be most exposed to such risks because county authorities have
the largest share of (and some of the largest growth in) the older population cohorts.

Question 4 – Do you agree that rurality should be included in the relative
needs assessment as a common cost driver?

5
6

Based on the difference between the 2015 and 2016 mid year estimates.
Subnational Population Projections
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41. CCN is very supportive of rurality being one of the core indicators in the Foundation
Formula. All of our member authorities have rural communities within their boundaries
and there is full awareness of the additional costs that are associated with rurality and
sparsity. The recognition that the Government is giving to rural authorities is warmly
welcomed by our member authorities.
42. As well as wanting to ensure that the rurality top-up is appropriately constructed, we
also want to see an increase in the overall quantum for rurality. The amount that is
distributed through the sparsity top-ups in the current relative needs formulae is
surprisingly small, despite the increase in its weighting in 2013-14. We would expect an
increase in the quantum distributed through rurality or sparsity in the new Foundation
Formula.

Question 5 – How do you think we should measure the impact of rurality on
local authorities’ ‘need to spend’? Should the relative needs assessment
continue to use a measure of sparsity or are there alternative approaches that
should be considered?
43. There is already a considerable body of evidence on the additional costs of providing
services in rural areas. The most recent report was commissioned from LG Futures by
the DCLG and DEFRA in 2014. In that report a range of additional costs was identified
and financial assessments were made where possible. However, this report was based
on existing data built on the current spending provisions, and we do not believe it
reflects the true costs of delivering services in counties. There is no doubt that there are
additional costs associated with service provision in rural areas. Appendix 1 provides a
summary of evidence to date.
44. We do recognise that the body of evidence could be further strengthened. Where there
are weaknesses in the evidence our view is that this is not because there are not
additional costs, but that the data is not routinely collected to demonstrate those costs.
CCN and its member authorities are committed to improving the datasets that are
available to prove the additional costs beyond doubt. We are committed to working with
the MHCLG to gather the right evidence to support ministers’ decisions. As well as
working with our members to find out what research they have on their own services,
we are also commissioning research with the SCT aiming to quantify the overall increase
in costs, which we will of course share with MHCLG as part of the continuing
consultation process and engagement process for the Fair Funding Review during the
course of the year.
45. Currently the sparsity top-ups fund the additional costs associated with service provision
in rural areas. These include the additional time taken to deliver services (such as waste
collection and disposal, homecare, other travel-based services) and the higher unit costs
of services in rural areas. CCN’s preference is for these costs to continue to be largely
funded via a sparsity indicator. The suggestion that higher unit costs should be f unded
via the Area Cost Adjustment is not one we would support.
46. We would support the MHCLG exploring alternative methods of measuring the needs of
rurality and sparsity. Different methods are used for the top-ups in the current
8

formulae. It would make sense to have a more consistent approach to the sparsity
indicator. This will be particularly important when the Rural Services Delivery Grant is
rolled into the Settlement Funding Assessment in 2020-21.
47. CCN is also concerned that the current needs assessment does not measure or fund
“unmet needs”. Years of relative under-funding in rural areas means that many services
and facilities that are routine in urban areas do not exist in rural areas. Examples
include rural bus services and leisure facilities. This funding review is an opportunity for
rural authorities to receive some of this funding so that they can start to close the gap
with their urban counterparts, not just in terms of funding received but in the services
and facilities that rural residents can access.
48. There is an opportunity to do this by using the Index of Multiple Deprivation (IMD) to
drive the deprivation top-up instead of the current benefits data. In particular, we would
support exploring how some of the domains within the IMD could be used to direct
funding towards unmet needs in rural areas. Recognising “Geographic barriers”, for
instance, will help to reflect some aspects of rural deprivation and unmet need.
Deprivation

Question 6 – Do you agree that deprivation should be included in the relative
needs assessment as a common cost driver?
Question 7 – How do you think we should measure the impact of deprivation
on ‘need to spend’? Should the relative needs assessment use the Index of
Multiple Deprivation or are there alternative measures that should be
considered?
49. CCN supports the proposal to have deprivation as one of the three top-ups within the
Foundation Formula. However, while CCN support the inclusion of a deprivation top-up,
we take the view that it should only be as large as the evidence can support. While
deprivation leads to additional demand for services, particularly with regards to
safeguarding, there is less evidence that it leads to additional delivery costs. Its current
weight within the funding formula is therefore excessive. The overall quantum
distributed by the deprivation top-up must be justified by evidence and the impact that it
has on the cost of providing services.
50. The term “deprivation” encompasses a wide variety of types of deprivation including
health deprivation, income deprivation, poor educational attainment and rural
deprivation. The formula must also be designed to recognise small areas or pockets of
deprivation that currently get averaged out over larger geographical areas.
51. Existing deprivation measures currently tend to have an urban bias. CCN are therefore
keen that rural deprivation (lack of social housing, car dependency, poor public transport
and lack of access to health and social services) is included within need assessments as
this is different to the cost of rurality
52. We therefore support proposals to widen-out the definition of deprivation beyond
income-deprivation. In many county areas, deprivation is associated with low-pay rather
than benefits claimants. The current methodology rewards authorities where its
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residents claim benefits rather than those authorities where residents are more likely to
stay in work even where pay might be low.
53. We are also interested in the Government’s proposal to consider the IMD as a possible
alternative way of measuring deprivation: it captures factors beyond income and
employment. The IMD appears to be more effective at identifying areas with income
deprivation rather than just high levels of benefits claimants. Some of its LSOAs are in
the most deprived 10% of LSOAs nationally. More work will be required before we can
know whether the IMD is a viable alternative, but the signs are promising. We would be
particularly interested in how the IMD could be used to reflect the particular aspects of
deprivation that are prevalent in rural areas.

Other specific cost drivers

Question 8 – Do you have views on other common cost drivers the
Government should consider? What are the most suitable data sources to
measure these cost drivers?
54. CCN would support the inclusion of a number of additional cost drivers but only for
services that are very unevenly distributed across the country:






Top-ups for Coastline in the Fire formula. County authorities – or their combined
fire authorities – provide fire services covering almost the entire coastline of
England, and this top-up is very important in reflecting these additional costs.
Flood defence. Important to authorities with recent flooding problems or high
flood risk (e.g. Cumbria, Somerset).
Coast Protection. As above.
Continuing EA Levies. As above.

55. As far as possible, all funding should be included within the Foundation Formula. Some
existing funding blocks, such as concessionary fares, could be distributed within the
Foundation Formula and rely on per-head funding as far as possible.
56. We assume that the existing top-ups will also be continued for the funding of highways
maintenance, although it is possible that this funding could also be included within the
Foundation Formula. Currently these include top-ups for Usage and Winter Maintenance
(Highways Maintenance only). County authorities will want to scrutinise this top-up
because road length will be the most important factor. Some county authorities – such
as Cumbria, Northumberland and Durham – have very high levels of winter
maintenance. We would also challenge the additional weighting for “built-up roads” in
the current funding formula: this currently provides twice as much funding for similar
urban roads compared to those in rural areas. There is no evidence to support the
additional weighting given to urban roads.
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57. Finally, we would also urge the Government to consider additional costs in those
counties with large overnight visitor numbers. These are typically some of the most
rural (and most geographically remote) authorities in England. They include Cornwall,
Cumbria, Norfolk, Northumberland and North Yorkshire. There are significant additional
costs associated with high visitor numbers, including additional waste collection and
street cleansing.
Area Cost Adjustments

Question 9 – Do you have views on other common cost drivers the
Government should consider? What are the most suitable data sources to
measure these cost drivers?
58. The most important cost-related pressures for CCN’s member authorities are from the
social care market. Much of the provision of social care is via private providers, and
even in-house provision is heavily influenced by the external market. The pressures on
the social care market have resulted in higher unit costs for some types of service.
These unit costs are unlikely to be related to the overall General Labour Market, which is
the dataset that the Government is proposing using for the Area Cost Adjustment (ACA).
CCN would support further work to establish whether the additional costs within the
social care market should be included in a future ACA.

Treatment of small but locally significant duties

Question 10a – Do you have views on the approach that the Government
should take when considering areas which represent a small amount of
expenditure overall for local government, but which are significant for a small
number of authorities?
Question 10b – Which services do you think are most significant here?
59. We have outlined the specific cost drivers that we would like to see included in our
answers to Question 8 above.

Service Specific Cost Drivers
60. CCN believes that the number of service-specific formulae should be kept to a minimum.
We accept that there will have to be separate specific formulae for children’s and adults’
social care, as well as fire, highways maintenance and capital financing.

Question 11a): Do you agree that the cost drivers set out above are the key
cost drivers affecting adult social care services?
Question 11b): Do you have views on what the most suitable data sets are to
measure these or other key cost drivers affecting adult social care services?
61. We support the cost drivers that are proposed.
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62. We support the inclusion of sparsity as a cost driver and would be keen to provide any
additional evidence that the MHCLG requires to assess the additional cost of provision in
rural areas. Initial evidence from some of our member authorities suggests that the
uplift on homecare in the most sparsely-populated is around 20%.
63. We would urge the MHCLG to use the relevant population cohorts as the basis for the
funding allocations, and only to add on cost drivers where there is compelling evidence
to do so.
64. Many younger adults receiving support from the local authority will do so because of
health conditions that require social care support. In many cases, these will be
conditions that they have had from childhood. The prevalence of these conditions will
not be related to deprivation, and any new funding formula should reflect this. Where
necessary, actual client data should be used to fund services rather than proxies that do
not reflect the actual distribution of costs.

Question 12a): Do you agree that these are the key cost drivers affecting
children’s services?
Question 12b): Do you have views on what the most suitable data sets are to
measure these or other key cost drivers affecting children’s services?
65. We would challenge the use of deprivation as a cost driver in this service formula. We
accept that some types of support from Children’s Services might be influenced by
deprivation, but most of the drivers will not be correlated with deprivation.
66. Much of the support provided through Children’s Services will be for children who have
certain conditions. These children will often require very high-cost placements or
support packages. Their distribution throughout the country will be relatively random,
and will not be correlated with deprivation. A future formula might have to take more
account of actual numbers of children in receipt of care packages or support.
67. There are significant continuing education responsibilities and costs for local authorities
for example the new responsibility for local authorities to continue to support looked
after children up to the age of 25. These should be included within the funding formulae.

Question 13a): Do you agree that these are the key cost drivers affecting
routine highways maintenance and concessionary travel services?
Question 13b): Do you have views on what the most suitable data sets are to
measure these or other key cost drivers affecting routine highways
maintenance or concessionary travel services?
68. The proposed indicators for highways maintenance should be limited to road length,
traffic flow and snow forecasts/ predicted gritting days.
69. We do not support the uplift for maintenance of roads in built-up areas. As far as we
are aware, no evidence has ever been presented to prove that there are additional costs
in urban areas or what those costs are.
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70. Funding for concessionary fares should be amended so that more is directed towards
rural and county areas. Currently there are limited (or even no services) in many parts
of our member authorities because there is no funding. Every other funding stream is
based on the expected need, not the actual usage. Using this overly -simple approach
will have the effect of perpetuating past spending patterns and inhibiting the ability of
county authorities to fund an effective and comprehensive bus service.

Question 14a): Do you have views on what the most suitable cost drivers for
local bus support are?
Question 14b): Do you have views on what the most suitable data sets are to
measure the cost drivers for local bus support?
71. We would support an approach that is based on a per capita approach but also reflects
both the greater distances in county and rural areas.

Question 15a): Do you agree that these are the key cost drivers affecting
waste collection and disposal services?
Question 15b): Do you have views on what the most suitable data sets are to
measure these or other key cost drivers affecting waste collection and
disposal services?
72. We support the use of the number of households, types of property, and travel times.
73. There are additional costs associated with providing this service in rural areas, including
the type of vehicles that are required to operate in some very rural areas.
74. There are market price factors for the more geographically remote counties where there
is less competition from private-sector suppliers. Prices in these areas will tend to be
higher as a result of the lack of competition.
75. It is difficult to see that there is evidence for the additional costs associated with
deprivation.

Question 16a): Do you agree these remain the key drivers affecting the cost
of delivering fire and rescue services?
Question 16b): Do you have views on which other data sets might be more
suitable to measure the cost drivers for fire and rescue services?
76. We support the proposed indicators with the exception of density.

Question 17a): Do you agree these are the key cost drivers affecting the cost
of legacy capital financing?
Question 17b): Do you have views on what the most suitable data sets are to
measure these or other key cost drivers affecting legacy capital financing?
13

77. Agreed. Local authorities have been promised support based on the credit
that were issued to them in previous years. Long-term financing decisions
made on this basis. Where authorities have reduced their capital financing
debt restructuring, applying capital receipts to repay debt) they have done
sacrificing the use of those financial resources in other ways.

approvals
have been
costs (e.g. by
so by

Question 18a): Are there other service areas you think require a more
specific funding formula?
Question 18b): Do you have views on what the key cost drivers are for these
areas, and what the most suitable data sets are to measure these cost
drivers?
78. We have identified other top-ups in Question 8 above.

Weighting Funding Formulas and Cost Drivers

Question 19: How do you think the Government should decide on the weights
of different funding formulas?
Question 20: Do you have views about which statistical techniques the
Government should consider when deciding how to weight individual cost
drivers?
79. CCN does not support the use of regression against past expenditure to distribute future
funding. This will simply continue the past distribution of funding which has
systematically favoured urban authorities over rural and county authorities. We would
be interested in considering any methodologies that can avoid any influence from past
spending patterns.
80. As a preference, we would want the Foundation Formula to be based as far as possible
on a simple methodology, and for ministers to use informed judgement to arrive at the
weighting of the three top-ups within this formula. Judgements could be informed by
evidence, including some statistical evidence. Given the wide range of services likely to
be funded within the Foundation Formula, regression analysis is likely to be of limited
use.
81. CCN can support the use of more sophisticated statistical techniques, where these can
be shown to eliminate the effect of past spending allocations between authorities. Small
Area Modelling and Multi-level Modelling appear to achieve this, and we would support
their use, as proposed, for the Children’s Service and Adult Social Care formulae.
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Appendix 1 – Summary of Evidence on Rural Service Delivery Costs & Unmet
Need
This note section summarises evidence that has been published in the past twenty years on
the additional costs that exist with the delivery of council services in rural areas, and
evidence submitted by CCN members, as part of the consultation, where they have worked
to quantify the impact of rurality on their costs. This excludes evidence provided by LG
futures for DCLG/DEFRA in 2014.
Demographic Pressures
Rural areas make up 85 per cent of the land in England and 9.8 million people (19 per cent
of the population) live in areas that the ONS has recognised as being rural (areas falling
outside settlements with more than 10,000 resident population).
Rural areas have on average 23.5 per cent of their population over 65 compared with 16.3
per cent of urban areas aged over 65. Areas with the highest proportions of older people
include Cumbria, Devon, Dorset, Lincolnshire and Somerset. 7
Recognising that there is a lot of variety between types of rural community, the LGA and
Public Health England have also identified six different classifications 8:


open countryside with a scattering of small towns and villages, like Norfolk or Kent



farming communities



sparsely populated upland areas, such as the Yorkshire Dales and the Lake District



coastal communities in places like Cornwall, Cumbria and Northumberland,
dependent on fishing or tourism where in the tourist season the population can
increase tenfold



former mining areas in places like Derbyshire or Durham



commuter villages on the periphery of large towns and cities

Impact of rurality on need
In looking at the wider determinants of health in rural communities, the LGA and Public
Health England found that


poverty – 15 per cent of households in rural areas live in relative poverty after housing
costs are taken into account, as compared with 22 per cent in urban areas



housing – house prices tend to be higher in rural areas and more households
experience deeper fuel poverty



employment – in 2015 77 per cent of working age people in rural areas were in
employment, as compared with 73 per cent in urban areas: household incomes in rural
areas can be lower due to part-time or seasonal working

7
8

https://www.local.gov.uk/sites/default/files/documents/1.39_Health%20in%20rural%20areas_WEB.pdf
https://www.local.gov.uk/sites/default/files/documents/1.39_Health%20in%20rural%20areas_WEB.pdf
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access to transport – rural residents travel longer distances than their urban
counterparts and spend longer travelling.

Around one sixth of areas with the worst health and deprivation indicators are located in
rural or significantly rural areas, with eighty per cent of rural residents live within 4km of a
GP surgery, compared with 98 percent of the urban population.
These wider determinants will impact on the level of investment rural communities need for
public health, and will in turn impact on adult social care needs as a greater number of
residents hit old age.
Impact on the Cost of Services
In 2011 report for Defra's Rural Community Policy Unit looked at the costs associated with
the delivery of rural services, and specifically focussed on primary schools, libra ries,
highways and transport9. It concluded that:
Evidence on cost drivers relating to rural service delivery acquired from local service
providers show that characteristics linked to rurality have an important influence on
unit costs of delivery.
The age profile, distribution of population (critically of that proportion of the
population that is a consumer of services) and people's ability to access services –
either through travel or virtually - all have an impact on the unit cost of delivery to
the service provider.
Service delivery in rural areas where these characteristics are most extreme is
therefore likely to be most vulnerable to the impact of spending cuts.
Adult Social Care
Defra's Rural Community Policy Unit identified higher costs for Health and Social Care
services due the higher unit costs of serving patients in sparse and remote rural areas and
the increased centralisation of facilities resulting from the need for scale.
In 2018 Rural England looked at businesses providing domiciliary social care and reported
issues relating to recruitment and/or retention. 10 Contributory factors were frequently
thought to include:








A small pool of potential employees locally
Dislike of zero hours contracts
Low pay
No career/ upskilling opportunities
Increasingly complex needs of clients
Competition from other employment sectors
A mismatch between the locations of carers and that of rural clients

Rural England also found that in many rural areas the demographic and sparsity challenges
of providing home care are compounded by other factors including:

9

http://www.envirobase.info/PDF/RES32602_final_report.pdf
Issues Facing Providers of Social Care at Home to Older Residents in Rural England

10
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Difficulties for clients in accessing health services which are likely to be further away and
often inaccessible to them by bus. This may result in first contact with social services
being at a ‘moment of crisis’



An older housing stock, which may be of inappropriate design (e.g. entrance steps,
narrow staircases)



Fuel poverty which is more prevalent in rural areas due to the characteristics of the
housing stock (older and often single skinned) and where mains gas is frequently
unavailable



A shortage of suitable housing options, both in terms of house types (such as small
bungalows) and support (e.g. sheltered housing, supported living and extra care)



Older people are often geographically separated from family



Potentially hidden need



Isolation

This is supported by a Kings College London review into Recruitment & Retention in Adult
Social Care Services published in January 2018 11. It found that:
Location and the type of service provided could also influence recruitment and
retention. Home care agencies in rural areas mentioned the challenges of recruiting
home care workers who had their own transport while care homes located in
prosperous areas to attract people who could afford to pay for their own care (self funders) had problems recruiting care staff living within easy travelling distance.

Care Markets
One of the biggest challenges facing social care is the market. This is further exacerbated in
rural areas where there is often a starker mismatch between supply and demand. Provision
does not enjoy the economies of scale yet rural areas are often those with a higher
propensity to receive service.
Wiltshire have had examples of care home closures in rural areas, related to the difficulties
that providers have in attracting a suitable workforce. This means that they have to use
agency staff, which, in turn affects their financial viability and the quality of care. In
Wiltshire, analysis demonstrates that the average of permanent nursing home provision
costs 8.1% more in Wiltshire’s more rural areas compared with towns. In 2017/18 this has
cost an additional £1.2m in re-let contracts alone. The average of permanent residential
provision costs 3.3% more.
An illustration of the impact on North Yorkshire can be seen in the maps below (figures A
and B) which show the impact on the county since 2015 regarding our ability to source
provision. This shows that it is not as simple as urban / rural but there are large swathes of
the County in the two national parks which are in the extreme red zone.

11

https://www.kcl.ac.uk/sspp/policy-institute/scwru/pubs/2018/reports/Recruitment-and-retention-report.pdf
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Figure A: October 2015

Figure B: October 2017
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Homecare
A prime example of the additional cost of providing services in rural areas is home care. Not
only do home care providers have to reimburse travel costs to care workers but if they are
travelling between appointments also pay travel time to comply with the requirements of the
National Living Wage, which is clear that travel time at work counts as paid employment.
The local authority only pays for the client contact time and to recoup the additional costs of
travel time providers charge higher hourly rates where they serve rural communities and
urban conurbations.
Research by the UK Homecare Association shows that on average an additional £1.10 per
hour is required to ensure that the sector is sustainable 12. By comparison local authorities in
London have the highest average levels of expenditure per head of over 65s, but pay the
second lowest level fees for domiciliary care (£13.71). The fact that CCN member councils
pay higher fees is a result of county geographies and their relative rurality, with factors such
as longer travel times, fewer providers and competition for high quality care staff, are
having an inflationary impact on the cost of care in county authorities.

Average hours
purchased by a
council per week

Average spend per week

2014

2016

%
change

CCN

£14.69

£15.60

6%

24,624

£384,134

Mets

£12.33

£13.25

7%

13,268

£175,801

Non CCN UA

£14.14

£15.04

6%

8,337

£125,388

London

£13.71

£14.41

5%

11,603

£167,199

This is supported by evidence provided by our members.
In Gloucestershire, domiciliary care costs are 25% higher for rural areas such as the
Cotswolds than they are for urban areas such as Gloucester. The cost per hour of
purchasing domiciliary care in the Cotswolds in January 2018 was £22.54 per hour,
compared to £18.00 per hour in Gloucester.
Suffolk County Council have previously calculated rural premiums for delivery of a
number of services including district nursing (53%), domiciliary care (18%), and lunch clubs
(40%). They also calculated that for their SNAP service, which supports older people in their
homes, a worker in Ipswich, whose clients are all in greater Ipswich, did 1,427 miles in
2015-16. This equates to just under 6 hours a month in the car (averaging 20mph around
town) and £618 in expenses a year (miles at 43p/mile). A worker based in Bury St Edmunds,
covering the west of the region did 8,394 miles in 2015-16. This equates to 22 hours a
month in the car (averaging 30mph) costing £3,609.42. With visits being just under an
hour, the worker in the West will see some 15 or more fewer clients per month because of
the travel time.

12

https://www.ukhca.co.uk/pdfs/ukhca_homecare_deficit_2016_final.pdf
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Set out below are the different hourly rates charged in different locations in the county for a
sample week from Kent County Council. The picture is changing constantly for new
clients and changes in care packages, but a sample week gives a reasonable comparison. In
total the additional cost of supporting clients in rural locations adds 2.2% to total home care
contract costs for all clients compared to the cost if they were all supported at the lower
urban rates. The additional cost of supporting clients in rural areas and urban conurbations
is 3.2% compared urban city and town centres.
Contracted and Non Contracted Combined
Rurality Index

Total Hours

Total Weekly Cost

Blended Hourly Rate

Rural town and fringe

4836.75

£ 94,127.76

£ 19.46

Rural village and dispersed

4858.75

£ 97,762.94

£ 20.12

Urban city and town

26619

£ 480,295.16

£ 18.04

Urban major conurbation

6160.75

£ 118,140.07

£ 19.18

Contracted and Non Contracted Combined
Rurality Index

Total
Clients

Average Cost per
Client

Total Weekly Cost

Rural town and fringe

497

£ 94,127.76

£ 189.39

Rural village and dispersed

500

£ 97,762.94

£ 195.53

Urban city and town

2773

£ 480,295.16

£ 173.20

Urban major conurbation

647

£ 118,140.07

£ 182.60

Figure 1 below shows the domiciliary care rates in North Yorkshire. It shows that the
maximum and average prices for rural and super rural are higher than urban rates. The
second table below also shows evidence from reviewing a variety of staff from adult social
care in North Yorkshire and their working patterns revealed that those working in urban
areas lost 20% of their time as a result of travel whilst those in the more remote villages
lost 45% of their time. As a result there is an instant 25% cost premium for rural service
delivery”.
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Figure 1: North Yorkshire: GENERIC DOMICILIARY CARE RATES (DAY TIME) AS AT 09/08/2017
Urban (Day Time)

Rural (Day Time)

Super Rural

Area
Minimum

Maximum

Average

Minimum

Maximum

Average

Minimum

Maximum

Average

Bedale / Leeming Bar / Leeming

£14.16

£23.84

£16.88

£14.16

£26.04

£17.69

£14.16

£36.64

£19.82

Boroughbridge

£12.64

£27.17

£18.35

£13.58

£30.00

£17.59

£12.64

£27.17

£19.17

Catterick Garrison / Richmond

£14.16

£23.84

£16.66

£14.16

£26.04

£17.48

£14.16

£33.64

£19.31

Catterick Village / Brompton on Swale

£14.16

£23.84

£16.55

£14.16

£26.04

£17.44

£14.16

£33.64

£19.30

Easingwold

£14.16

£28.00

£17.23

£14.16

£30.00

£18.03

£14.16

£33.64

£19.65

Filey / Hunmanby

£14.16

£23.84

£16.87

£14.16

£26.04

£17.66

£15.06

£33.64

£19.77

Gargrave

£12.64

£23.64

£16.64

£12.64

£30.64

£17.52

£12.64

£35.64

£19.16

Great Ayton / Stokesley / Hutton Rudby

£14.16

£22.56

£16.63

£14.16

£24.00

£17.29

£14.16

£33.64

£19.56

Harrogate / Knaresborough / Pannal

£12.64

£23.84

£17.12

£12.64

£26.04

£18.12

£12.64

£36.64

£19.75

Helmsley

£12.64

£30.64

£17.43

£12.64

£30.64

£17.94

£10.64

£38.00

£19.76

Ingleton / High Bentham

£12.64

£30.64

£17.06

£12.64

£30.64

£17.88

£12.64

£35.64

£19.33

Kirkbymoorside

£14.16

£23.84

£17.35

£14.16

£26.04

£18.11

£10.64

£38.00

£19.76

Leyburn

£14.16

£30.00

£17.31

£14.16

£32.00

£18.21

£14.16

£33.64

£19.46

Malton

£14.16

£23.84

£17.34

£14.16

£26.04

£18.23

£10.64

£38.00

£19.81

Northallerton / Brompton

£14.16

£28.00

£17.32

£14.16

£30.00

£18.36

£14.16

£33.64

£19.61

Pickering / Thornton le Dale

£14.16

£23.84

£17.42

£14.16

£26.04

£18.15

£10.64

£38.00

£19.76

Ripon

£12.64

£25.64

£17.76

£12.64

£26.04

£18.52

£12.64

£35.64

£19.77
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Scarborough / Eastfield / Burniston / Seamer / East
Ayton / West Ayton

£14.16

£23.84

£16.77

£14.16

£26.04

£17.55

£15.06

£33.64

£19.66

Selby / Tadcaster / Sherburn in Elmet / Monk Fryston /
Hambleton / Thorpe Willoughby / Eggborough /
Drayton / Riccall / Carlton /

£14.16

£23.84

£16.90

£14.16

£26.04

£17.76

£13.52

£36.64

£20.37

Settle

£12.64

£30.64

£17.11

£12.64

£35.64

£18.08

£12.64

£35.64

£19.25

Skipton / Embsay / Glusburn / Cross Hills / Sutton in
Craven

£12.64

£22.56

£16.34

£12.64

£23.32

£17.13

£12.64

£33.64

£18.78

Thirsk / Sowerby

£14.16

£23.84

£17.03

£14.16

£26.04

£17.70

£14.16

£33.64

£19.88

Whitby / Sleights / Aislaby

£14.16

£30.12

£17.36

£14.16

£26.04

£17.83

£14.16

£33.64

£19.86
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Home to School Transport
It is inevitable that home to school transport costs in rural areas are significantly more than
urban areas. This arises for two principle reasons:
 More families will be living further from their nearest school and thus qualify for free
transport under the distance criteria
 Fewer public transport routes are available meaning more complex journeys
involving changes e.g. combination of train and bus or changes between bus routes,
and/or greater reliance of specifically contracted transport.
Hampshire County Council have analysed spend on home to school transport expenditure.
Using Section 251 local authority table (net) information: per capita for mainstream Home to
School Transport the costs per head in Hampshire, for instance, are £62 per child (all
school population). In Hampshire’s nearest urban city neighbour, Portsmouth, it is £6 per
child - ten times lower - and in Southampton their costs are £12 per child, five times lower.
Looking at the figures across all LA types shows that on average CCN member councils have
a significantly higher expenditure on mainstream home to school transport.
LA Type

CCN

Home to school transport
(pre16): mainstream home to
school transport expenditure
(C) – Per Capita average
£93

London
Mets
Unitaries

£1
£10
£33

SEND
Data provided by Buckinghamshire County Council shows that average transport costs
for SEND pupils in Urban Areas are slightly lower than in Rural Areas - at £5,130 (Urban)
and £5,375 (Rural Areas) respectively. Note that the analysis has been produced by
matching SEND pupils receiving client transport (based on their home postcodes) to the
urban rural classification lookup (at OA level). Note that there were 214 pupils receiving
transport (£819K in transport costs) whose postcodes could not be matched, that are
excluded from the analysis.
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Housing
Defra's Rural Community Policy Unit found a sharp reduction in the viability of rural
affordable housing schemes due to additional costs associated with rurality (e.g. high design
standards in National Parks) and incurred in meeting national standards of design and
construction in some rural locations (e.g. compliance with Code 4 for Sustainable Homes
without access to mains gas).
There is evidence that housing in rural areas is more expensive to build, as developers are
often building developments of 5 or 10 homes and can’t get economies of scale as a result.
This contributes to a situation where homes are 20% more expensive to buy in rural areas
compared to urban areas.
It has also been suggested that affordable housing is more expensive to maintain in rural
areas as they are more sparsely located. This can have the effect of increasing service
charges when rents are already inflated compared to average incomes. 13
Education
Defra’s Rural Community Policy Unit found increased threats to the future of small primary
schools in sparsely populated rural areas due to the high level of subsidy (in terms of cost
per pupil) needed to maintain these schools and the difficulty of retaining a viable leadership
and teaching resource.
In 2013 the National Union of Teachers provided an analysis of the funding situation in rural
primary schools. 14 They found that rural schools tend to be generally smaller than those in
urban areas and therefore have higher unit costs than larger schools. The factors driving
this broke down into three areas:


institutional costs: even if a school has only a handful of pupils it needs the functions of
Headteacher, secretary, caretaker/cleaner, school meals provision and clerk to the
governors to be carried out. The building and site have to be serviced and maintained. A
broadband Wi-Fi connection is required. It needs lots of items of equipment that do not
have to be duplicated until the school is proportionately much larger. It is less likely that
classes are of an economic size: it is accepted that small schools need extra funding for
staffing.



amongst the staff and governors, the school must find all the positions of responsibility
that any school must have. In many rural primary schools the head teacher and
assistant head teacher, share between them the responsibilities of Co-ordinators for
Special Needs, Literacy, Numeracy, ICT and all the other subjects, for Child Protection
and Looked After Children.



support costs: LAs have a number of statutory responsibilities relating to the school as
an institution. The school's standards and quality must be monitored, its adherence to
essential policies and health and safety requirements. It must have a budget share, and
its financial management must be audited. Whether the school pays for support f rom its
delegated budget, or the LA pays, a substantial proportion of support is unrelated to the
size of the school, because it is for the head teacher or the person with responsibility for
an area.

13
14

https://www.propertywire.com/news/uk/rural-homes-britain-average-20-expensive-property-urban-areas/
https://www.teachers.org.uk/files/rural-schools.doc
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Children’s Social Care
When Nottinghamshire County Council’s Family Service undertakes appointments for
families in rural locations, they allow an additional third for staffing allocations and mileage
costs. They also have inflated costs for casework associated with child contact, in particular
for families to attend meetings. This provides an additional draw on their Section 17 budget
and the contact Service Budget. Additional cost travel allowances are also claimed by foster
carers who are based in rural areas.
Roads
Maintaining rural road networks where the road network is more dispersed than in urban
areas results in longer journey times to attend to potholes and defects, or the need to
operate from a larger number of depots to cover the area. Rural areas also have a much
larger proportion of evolved roads that have just developed over time and not been
specifically constructed as in urban areas. This makes them more prone to damage from
weather and traffic despite the comparatively lower traffic flows. Wiltshire have estimated
that this could add as much as 10% (£3m) to their costs.
Waste
Defra’s Rural Community Policy Unit has identified a threat to the achievement of recycling
targets by local waste authorities due to increased costs associated with collection in sparse
rural areas and pressure on the number and scale of household recycling centres.
West Devon Borough Council have calculated that collecting waste from village
properties is 1.64 times more costly to collect than urban properties and 2.78 more costly
for properties in hamlets and isolated rural dwellings.
Democracy
Councils in county areas will also be liable for increased travel allowances and cost of liaising
with residents in wards that are rural. Wiltshire carried out a survey with 49 councillors to
find what the average results are for travel and working hours spent with parishes:




those with 1 parish (23 cllrs): 2.7 hrs travel per week, and 2.5 hrs working with the
parish.
those with more than 1 parish in their division (12 cllrs): 4.3 hrs travel per week, and 3.2
hrs working with parishes.
those who responded who have 5 or more parishes within their divisions (14 cllrs): 5.2
hrs of travel time per week, and 3.8 hrs working with parishes.
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