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Social care update: The state of the care home market

The House of Commons Library published a briefing paper on 12th January 2016 entitled “Social Care: the state of the care home market (England)”.
The purpose of House of Common’s briefing papers is to provide MPs and their staff with an impartial briefing and evidence base needed to scrutinise government, propose legislation and support constituents.

It provides a useful oversight on:

· Key features of the market

· Key issues facing the care home sector

· The outcome of the Spending Review

· Provisional local authority funding settlement

· Regulations of the market

It makes for sobering reading and doesn’t shy away from setting out the very real difficulties this sector faces, from a commissioning and provider point of view. It is very useful to draw the key features together in one summary paper. 

The big four providers of Four Seasons, Bupa, HC One and Barchester continue to hold approximately 15% of the market and although the majority of provision is now with the private sector for-profit companies, the majority of services are delivered to clients funded by local authorities.

Many providers model service delivery on local authority funding, many cross subsidise their local authority placements by private paying residents at a higher rate and others, eg. Barchester, are targeted at private payers. 

Local authorities are described as having as having significant purchasing power and due to their own budgetary pressures, LaingBuisson’s analysis is that the average fee rate now paid by local authorities is significantly below the minimum fair price for care that they are calculated.

The care home market is seen as being “polarised” between lucrative self-pay homes in the South East and those further north reliant on local authority funding. 

This polarisation is most notable in the context of staffing costs and the introduction of the National Living Wage in April 2016 for those staff aged over 25. The majority of predominantly local authority funded homes will employ staff at or near the National Minimum Wage. Staff pay rates are projected to rise by 7.5% to meet National Living wage requirements – a cost that many providers will struggle to meet. This, coupled with increased nursing costs due to greater reliance on agency staff, sees wage bills escalate at a rate that Four Seasons have suggested could cause a “catastrophic collapse” in the sector.

So what is the government’s response?

The Autumn Spending Review gave local authorities the power to raise Council Tax by 2% and utilise the raise towards Adult Social Care. But the affluent areas would benefit the greatest, when they need it the least, and those local authorities in more deprived areas, with greater social care costs, would raise the least.

To address this, increases is payments under the Better Care Fund are also set out. The Better Care Fund, announced in June 2013, to ensure transformation in integrated health and social care. The Autumn Spending Review proposal of an extra £1.5 billion in 2019-20 is welcome, but what about the intervening period? 

The ability to raise an extra 2% on Council Tax depends on a  local authority making the decision to make that raise and even early increases to the Better Care Fund still sees the gap in wages being unmet and a crisis in social care increasing.

The intention is that the increase to the Better are Fund will be designed to provide an increased level of funding to those local authorities that benefit less from the 2% Council Tax rise (still presupposing that the local authority determine they are going to make that rise). The theory is that each local authority would benefit in the same way. 

But the question still remains as to whether it is enough to stabilise a market that is already teetering on the edge….

The final issue addressed by the paper is regulation, and in particular the role of the Care Quality Commission (CQC) and the role of local authorities. The implementation of the Care Act in 2015 saw the introduction of the Market Oversight function – designed to assist in identifying large scale provider failures, of the kind seen by Southern Cross in 2011, and hopefully to prevent such an occurrence. 

Local Authorities must step in and continue to care for residents if a provider fails. In areas with capacity in the system, residents can be re-located but those areas with no room in the system  need to support and plan with providers. Local authorities must not take steps which may threaten the sustainability of the market as a whole. This does not mean that if a home needs to be closed, that this should not happen, but setting fee levels at an unsustainable level could create unexpected closures if effective communication between commissioner and providers does not occur. 

Local authorities need to understand their local market and the cost pressures affecting their providers, which will be different in every local authority area. Market Position Statements are one way of providing clarity on intentions, but local authorities should not hide behind such a position and must adopt a whole system approach to support. 

In such testing times for providers they must continue to deliver the highest quality of care to vulnerable individuals in our society. Tightened purse strings must not mean that corners and cut but that is easier to say than it is to implement in practice.

Hempsons offers advice and support to providers at any time of need, whether with staffing issues, regulation, or contracting. Our social care advice line offers 15 minutes free advice and our team of expert lawyers are on hand to support you through difficult times. 

Hempsons offers advice and support to providers at any time of need, whether with staffing issues, regulation, or contracting. Our social care advice line offers 15 minutes free advice and our team of expert lawyers are on hand to support you through difficult times.

We are holding a free social care regulatory seminar on 16 March 2016 in our Harrogate Office. For more details and to sign up, please click here.
[image: image3.emf]Philippa Doyle

Associate, Newcastle, Harrogate

Healthcare Advisory

t: 01423 724028

View profile >>
1
[image: image4.png]| excel

Practice Management Standard
| aw Society Accredited




[image: image5.png]g‘ ‘@ NVESTORS

|
4, & IN PEOPLE | G°!d



2

[image: image6.png]&" Investors | Health &
v, InPeople | Wellbeing
“A Good Practice | Award



[image: image7.jpg]QXS @
& %,
5 g
: % { : UKAS
0 900 AT
131137 120




