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Introduction - Market Status and Current Trends
There are currently 1,187 care homes in Wales providing 26,781 places. The size of the average care home in Wales is therefore 23 beds.  

The CSSIW Annual Report on the Care Sector recorded 1,203 care homes providing 26,667 places on the 31st March 2007. The latest information available from CSSIW is that there are 1187 care homes providing 26,781 beds. The fact that the bed capacity has increased slightly whist the number of homes has reduced is in part due to rationalisation within the sector where providers have added additional rooms to make the most efficient use of staff to resident ratios and the response to the regulatory requirement to provide 80% of places in single rooms. 
The increasing dependency level of clients is widely reported and this has a significant impact on staffing ratios.

Care Forum Wales is also receiving reports of reductions in occupancy levels in certain areas in Wales. We believe that this often arises from the review of eligibility criteria. 

A comparison of information published by the Local Government Data Unit, Social Services Statistics Wales, shows that the number of older persons receiving community based services has reduced from 77,900 on the 31st March 2005 to 64,136 on the 31st March 2007. Care Home placements reduced from 21,000 to 19,851 over the same period.
In the current market place care homes need to sustain high occupancy levels to maintain financial viability and reductions in average occupancy levels will generate instability within the sector. If fee levels are set too low it will not be possible to achieve financial viability even if 100% occupancy levels were attained.  
The Wales Care Strategy Group Report predicted an increase in the demand for services for older people of around 1% per annum in the period 2001 to 2010.
A loss of EMI nursing capacity in North Wales recently created significant problems due to the shortage of specialist provision. 
Care Homes providing nursing care have been particularly concerned about the failure of Local Health Boards to recognise the additional cost of providing a nursing service when setting the level of the NHS contribution to nursing care and the downward pressure which local health boards are placing on continuing healthcare fee levels. This is producing a perverse incentive to de-register nursing beds and use them to provide personal care only in order to improve financial viability. Care Forum Wales has been seeking a meeting with the Local Health Board Directors of Nursing at an all Wales level in order to discuss this issue but has yet to be offered a date for a meeting.
The current crisis in the financial markets is beginning to impact on the sector. It is of particular concern where providers wish to negotiate or increase an overdraft facility. The indications are that Banks are looking very closely at such requests and are seeking to reduce their exposure to any risk of bad debt. A decision by a lender to cancel an overdraft facility would have an immediate impact on the ability of providers to continue their service delivery.
 In this submission we urge local authorities to adopt the toolkit developed by William Laing, “A Fair Price for Care 2004 – Wales,” as the mechanism to calculate legitimate provider’s costs when setting fee levels. This toolkit provided a mechanism to enable authorities to comply with Welsh Assembly Government issued guidance on commissioning services – “Promoting Partnership in Care – Commissioning across Health and Social Services”.


Care Forum Wales believes that adoption of Laing toolkit is an essential element in the restoration of confidence and stability in the sector. Such an approach will ensure that sufficient services are available to meet future needs. 

2. Fulfilled Lives, Supportive Communities - A Strategy for Social Services over the Next Decade

The National Assembly Draft Strategy for Social Services identifies a number of significant challenges over the next decade:
· The growth of the workforce has not kept pace with the growth in demand for services.

· Currently 23% of employers are holding vacancies for care staff with 8% being hard to fill.

· The number of people aged 85 and over will increase from 59,000 in 2004 to 83,000 in 2016 an increase of 41%.
· Increasing demand for services and support for people with high care needs over a longer period of time.

· A much higher demand for services from those over 85.

· Having more people aged over 85 will increase the number suffering mental infirmity.

The strategy considers the issues of change and development and identifies a number of significant issues:

Workforce

Action will be needed by all those involved in providing social care to ensure the workforce is valued and recognised. Current barriers to recruitment and retention are systematically addressed so that social care becomes the career of choice for many people. 
Early Intervention

Services will be rebalanced to allow services to be provided earlier, tailored to individuals needs and prevent or delay people moving to a higher level of need.  
Milestones

Amongst the Milestones set by WAG the following relate to commissioning for the period 2008-2011:

The Welsh Assembly Government will work with stakeholders on:

• making service users and carers pivotal to assessment and commissioning activity; developing the contribution of the voluntary and private sector;

• implementing a new commissioning framework comprising guidance, skills development, promoting wider area commissioning;

• supporting new models of service including preventative and re-ablement services, support services for families and individualised budgets;
Care Forum Wales believes that the implications of this strategy are as follows:

Local Authorities commissioning Frameworks will need to have the effective participation of service users to develop new models of service including services to reduce dependency. Service providers need to be engaged in these discussions to ensure that the new services are realistically costed and deliverable.  

Employees will need to acquire new skills to address the health improvement and rehabilitation agenda, for example they will need to be trained in the skill to support the work of therapists. The sector needs to be able to recruit staff with the aptitudes to undertake this work and to appropriately remunerate them for the skills involved. 

The fee settlement for 2009-10 needs to take account of the need for the sector to improve its employment terms to address the gap with statutory employers which currently exists. This is not only essential to aid the retention of existing staff but also to encourage new recruits to social care at a time when there are so many alternative career options, especially for young people who are not being attracted in the numbers needed to sustain a viable social services provision across Wales (Care Council for Wales Report – Future Skills Wales)

The projected increase in the demand for services for older people and people with learning difficulties means that the preservation of capacity in the sector to meet this demand is vital.

3.  Substantial New Burdens

3 (a). International Financial Crisis 
The current crisis in the international financial markets is having a major impact on care sector businesses. Increases in interest rates are increasing the cost of existing borrowings, financial institutions are reluctant to advance new borrowings, punitive interest rates are being applied to overdraft facilities and overdraft levels are being reviewed and are unlikely to be increased. In addition to this investments have reduced in value and have in some cases been lost due to Bank failures. 

The crisis is particularly worrying for service providers currently relying on an overdraft facility as banks can withdraw this facility without notice in order to reduce their levels of debt. It is therefore vital that fees a re set at a level which allows the provider to recover their legitimate costs without relying on an overdraft facility and that for the same reason payments to providers are made promptly when due.
3. (b) Increasing Minimum Holiday Entitlement
The Department for Business Enterprise and Regulatory Reform has announced that the minimum statutory holiday entitlement will increase from 4.8 weeks to 5.6 weeks from the 1st April 2009. This will provide an additional 4 days holiday for employees who work a 5 day week. 
Employers will incur the additional cost of providing staffing cover for the additional 4 days leave and may have to increase their staffing compliment in order to do so with the attendant recruitment, induction and training costs. These increased operational costs should be taken into account within the calculation of a fair price for care. 

The original version of the Laing Toolkit to calculate “A Fair Price for Care Wales” assumes 20 days holiday entitlement per annum.  The parameters and assumptions in the toolkit should be amended to allow for 28 days minimum holiday entitlement per annum to calculate the results for a Fair Price for Care from April 2009.
Estimated additional cost:
For the average care home providing personal care the number of whole time equivalent staff employed to provide a 24 hour service 365 days a year will be approximately equal to the number of registered places.  This would equate to 23 whole time equivalent staff for a home registered for 23 persons. 

For each member of staff an additional 4 days leave (32 hours) would need to be covered by replacement staff.

The composite pay rate for care staff including on costs is calculated from the wage rates for different grades and the supplements for unsocial hours. William Laing in his latest report has calculated this to be £6.33 per hour. Inflating this to 2009/10 rates of pay gives a rate of £6.57 per hour.
The cost per resident per week of the additional holiday entitlement is therefore:

(23x32x6.57)/23x52 = £4.04 per resident per week
3(c). The Independent Safeguarding Authority

The Independent Safeguarding Authority will become operative from the 1st October 2009. From that date all new employees will be required to register with the Independent Safeguarding Authority before commencing work. The registration of existing staff will be phased in over the next 5 years. 
The cost of registration will be a one off fee of £64 and it is anticipated that employers will meet this cost as it is unlikely that individuals will be willing to meet the registration cost themselves. Employers will still have to carry out a full range of pre-employment checks including obtaining disclosure certificates. 
Estimated additional cost:
The Skills Foresight Wales Survey identified the turnover rate for care home employees to be 46%. For the average home with 23 whole time equivalent staff this would mean the replacement of 10 staff per annum. 

The cost per resident per week of the registration of new staff with ISA would therefore be:

(10x64)/ (23x52) = £0.54 per resident per week

4.  Inflationary Pressures
4 (a) Employment Terms and Conditions

The recruitment and retention difficulties which the sector faces have been exacerbated by the introduction of the Agenda for Change in the NHS and the impact of the Single Status Agreement in Local Government. The sector reports a significant problem arising from qualified staff transferring from the independent sector to statutory sector employers. This is placing tremendous pressure on independent sector providers to match the terms and conditions offered by competing employers and therefore exerting a considerable upward pressure on employment costs. 
4 (b) Energy Costs
There has been a substantial increase in energy costs over the last 12 months which were predicted in last year’s submission.
The following price increases have recently been announced:

Npower, the UK’s fourth-biggest energy group, will increase gas prices by 26% and electricity bills by 14%. 

Scottish Power has raised its gas bills by 34% and its electricity prices by 9%. 
Powergen have announced a 24.4% increase in gas prices and 18.4% increase for electricity. 
British Gas is raising gas prices by a record 35% and electricity prices by 9%.
 Eon has increased gas prices by 26% cent and electricity prices by 16%
These price increases follow substantial increases in prices by energy companies earlier in 2008.
The utilities costs in the Fair Price for Care Toolkit should be adjusted to reflect these exceptional cost increases.
William Laing has identified the utilities cost for the average home to be £22 per resident per week. An increase in energy costs of 25% would equate to £5.50 per resident per week.

4(c) Cost of Food

The cost of food has risen substantially in excess of the general rate of inflation with prices increasing by more than 12% in the year to July 2008. 
William Laing has identified the Food cost for the average home to be £23 per resident per week. An increase in energy costs of 12% would equate to £2.76 per resident per week.

5. Welsh Assembly Government Regulations, Directions and Statutory Guidance
The Regulations, Directions and Guidance applicable to commissioning care home services are attached at Appendix 1. Local Authorities have a statutory duty to comply with the Guidance “Promoting Partnership in Care” by virtue of Section 7 of the Local Authority Social Services Act 1970. 
6. Laing Toolkit - A fair Price for Care Wales
The Welsh Local Government Associations’ Commissioning Officers Group in consultation with Care Forum Wales developed a toolkit which would enable commissioning authorities to determine “legitimate current and future costs” of service provision. William Laing was commissioned to amend the Joseph Rowntree toolkit to meet Welsh standards and policies and the final version of the toolkit is available to local authorities in Wales. The toolkit has not however been updated to reflect changes in regulatory requirements and economic circumstances since 2004.
The Joseph Rowntree Foundation commissioned William Laing to update the English Version of the toolkit and the Updated Version was published on the 17th September 2008
Care Forum Wales has used the Laing Fair Price for Care Wales Toolkit and incorporated the updated data used by William Laing that can be input into the Wales version. We have also adapted the Wales version using the same criteria as used by William Laing to reflect changes in statutory requirements which apply to both England and Wales. The Wales version has then been recalculated to projected fair fee levels for 2009/10. We have performed two sets of calculations. The first is based on current sector employment terms and the second is based on the aspiration of providers to improve employment terms to enable them to compete more effectively in the employment market and reduce the problems of recruitment and retention.
Fair Price for Care based on current employment terms

Parameters and Assumptions Used

Staffing Costs

Staffing Hours per Resident per Week
General Nursing Care - Nurses 7.5, Carers 20.5, Cooks 1.5, Domestic Staff 4.5.

EMI Nursing Care - Nurses 7.5, Carers 25, Cooks 1.5, Domestic Staff 4.5.

Personal Care - Carers 18.5, Cooks 1.5, Domestic Staff 4.5.

Personal Care Dementia = Carers 22, Cooks 1.5, Domestic Staff 4.5.

Composite Pay Rates Per Hour (Weighted for all shifts and grades)

Nurses £11.45

Care Assistants £6.33

Chefs and Cooks £6.93

Domestic Staff £5.94

Staffing On-costs

Working Time Regulations 12% (allowing for 28 days leave per annum)

Employers National Assistance Contributions 9% nurses 8% care, catering and domestic staff

Managers Salary (salary of £30,000 spread over 23 residents) £25 per resident per week

Other management administration and staff pay £15 per resident per week

On cost for management and administration staff 30%

Agency Staff Usage

Nurse shifts 2.5%

Care shifts 1.5%

Agency Premium 100%

Training Backfill (5 days per annum) 2.15%
Repairs and Maintenance - Cost per resident per week

Maintenance Capital Expenditure £19

General repairs and maintenance £11

Other Non Staffing Costs - Cost per resident per week

Food £23
Utilities £22

Handyperson Gardener £7

Insurance £5

Medical Supplies £3

Registration fees including CRB Checks £1

Recruitment £2

Training expenses £2

Continence Products £0 personal care £9 nursing care

Other non-staff current expenses £6

Capital Costs

Rate of Return on Capital Expenditure 12%

Build and equipment cost £54,000 per bed
Additional Capital Cost for Nursing Care Equipment £500 per bed

Land Cost per bed £16,694 (Based on £1,112,900 per acre)

Capital Cost Adjustment Factor - Floor costs taken as 50% of ceiling costs
Occupancy Levels

Occupancy level 90%

New Imposed Requirements in 2008 -09

Increasing Minimum Holiday Entitlement – Effect incorporated in toolkit wage related overheads.
Independent Safeguarding Authority - £0.54 per resident per week.
Assumed Inflation Factors for Up-rating to 2009/10 Costs
Average earnings index 1.035
National Minimum Wage Inflation Factor 1.038

General Building Cost Index 1.03

Retail Price Index 1.04
Quality - Capital Cost Adjustment Factor
William Laing describes the floor level as a home where the physical environment and care standard is on the borderline of acceptability to local authority care purchasers. Care Forum Wales believes that the average care home meets a significantly higher quality standard than the floor and should be placed at least half way between the floor and ceiling levels.
Table 1 - Projected average fair fees for Wales (based on current industry norms) 2009/10
	
	Nursing care 
	Personal care

	
	Frail elderly

£ per week 
	Dementia

£ per week 
	Frail elderly

£ per week 
	Dementia

£ per week 

	Ceiling 
	700
	738
	563
	592

	Typical existing home  
	661
	699
	525
	554

	Floor 
	622
	660
	487
	516


Fair Price for Care based on competitive employment terms

Staffing Costs

Composite Pay Rates per Hour (Weighted for all shifts and grades)

Nurses £13.42
Care Assistants £8.58
Chefs and Cooks £8.50
Domestic Staff £7.57
Table 2 - Projected average fair fees for Wales (based on competitive wage rates) 2009/10

	
	Nursing care 
	Personal care

	
	Frail elderly

£ per week 
	Dementia

£ per week 
	Frail elderly

£ per week 
	Dementia

£ per week 

	Ceiling 
	795
	847
	632
	672

	Typical existing home  
	756
	807
	594
	634

	Floor 
	717
	768
	556
	596


8. Conclusion
It is of paramount importance to service users is that the services which they receive are at an acceptably high standard and that there is a sufficient number o f care home places available to allow for a reasonable choice to comply with the Choice of Accommodation Directions. 

It is essential that the council set fee levels for care services which recognise the legitimate current and future costs faced by providers to ensure that the capacity of provision required to meet the future needs of the area is maintained. Fee setting should encourage the attainment of high standards of care rather than driving down standards to the minimum acceptable by funding at the floor levels derived from the Fair Price for Care Toolkit. 

The financial consequences of the exceptional increases in energy costs, food, increased statutory holiday entitlement and new staff vetting procedures must be factored into fee settlements if the sector is to attain stability and confidence for the future. 
The Fair Price for Care Toolkit provides a methodology which would enable local authorities to comply with the guidance on commissioning issued by Welsh Assembly Government. In the foregoing analysis we have used the toolkit and applied inflationary increases taking account of new burdens to project fair fee levels for 2009/10. 
We believe that fees should however be calculated by taking into account local parameters and factors. For example land values, building costs, staffing hours and other cost elements may vary locally or regionally. 
Care Forum Wales therefore requests that the Council agree to calculate reasonable provider costs on a local basis for 2009/10 using the Fair Price for Care Toolkit but incorporating amendments to reflect the change in statutory requirements and economic circumstances which can be determined from the newly issued Calculating a Fair Market Price for Care. We request that the council commits itself to the provision of the necessary resources to enable the resulting fees to be paid. 
Appendix 1 - Statutory Requirements
Promoting Partnerships in Care – Commissioning across Health and Social Service (Issued by Welsh Assembly Government March 2003)

In March 2003 the Welsh Assembly Government issued guidance on commissioning services – “Promoting Partnerships in Care – Commissioning across Health and Social Services”. This is statutory guidance issued under Section 7 of the Local Authority Social Services Act 1970 with which local authorities have a duty to comply.  Amongst its many provisions it states at paragraph 6.2 that:

“Fee setting must take into account the legitimate current and future costs faced by providers as well as the factors that affect those costs, and the potential for improved performance and more effective ways of working. Contract prices should not be set mechanistically but should have regard to providers’ costs and efficiencies, and planned outcomes for people using services including patients.”

It also states at paragraph 6.7 that:

“Commissioners should have in place the following:

· Regular reviews of current commissioning arrangements, including contract setting, in the light of the need to create a confident and stable market.

· Fee negotiation arrangements that recognise providers’ costs and the factors that affect them (as well as any scope for improved performance) and ensure that appropriate fees are paid.

· Arrangements that ensure funding levels are linked to the outcome of the individual assessment process.

· A fair arbitration process.”

In order to ensure compliance with this guidance Care Forum Wales believe that local authorities should undertake the following actions:

1. Undertake a review of the health of the local independent sector  care service provision which identifies the measures necessary to ensure a confident and stable market

2. Agree with the independent sector a mechanism to calculate fair fee levels for service provision which recognise provider’s costs and the factors that affect them and make adequate budgetary provision within the council’s overall financial resources to ensure that the resulting fee levels can be paid. The All Wales Unit of the Welsh Local Government Association has developed a toolkit which would meet this requirement for Welsh Local Authorities. William Laing, the author of the Joseph Rowntree Foundation toolkit, “Calculating a Fair Price for Care,” has adapted this toolkit to meet Welsh Commissioning Authorities needs.   

3. Ensure that the calculation mechanism for fee levels recognises clients assessed needs. The WLGA Toolkit can identify the fair fee level for differing client groups by the insertion of relevant parameters and assumptions. 

4. Put in place a fair and independent arbitration process to resolve disputes relating to service commissioning.

Human Resources Guidance – Planning for Caring 

(Issued by Welsh Assembly Government March 2003)

This guidance requires Local Authorities and Partner Organisations to draws up effective human resource plans for the social care sector in their area. Plans must include arrangements for the training and development of the social care workforce.  The Guidance also requires local authorities to gather information on the terms and conditions offered by other employers outside the sector. The Human Resource plan must address the issue of whether the terms and conditions offered by the social care sector are competitive within the local economy. If the terms on offer are not competitive the inputs on employment costs to the fair fee calculation toolkit should be amended to enable service providers to offer competitive wages to their employees.   

The National Assistance Act (Choice of Accommodation) Directions 1993

Section 10 of the guidance outlines a requirement which authorities must take into account when setting the fee level that they would usually expect to pay for care home services. It states:

“This direction does not mean that authorities may set an arbitrary ceiling on the amount they are willing to contribute to residential care and require third parties routinely to make up the difference. If challenged an authority would need to be able to demonstrate that its usual cost was sufficient to allow it to provide people with the level of service that they could reasonably expect did the possibility of third party contributions not exist.”

Updated Guidance on the National Assistance Act (Choice of Accommodation) Directions 1993

Updated guidance was issued by Welsh Assembly Government in September 2004. With regard to setting the council’s usual cost it stated:

“ 4.3 When setting its usual cost(s) an authority must be able to demonstrate that this cost is sufficient to provide most residents with the level of care services that they could reasonably expect to receive if the option for resident and third party contributions did not exist.”

 At section 4.4 it gave further advice relating to third party contributions:

“An authority should not seek resident or third party contributions in cases where the authority offers a place in more expensive accommodation in order to meet a residents assessed needs. Where there are no placements are available at the authority’s usual rate, the authority should not leave individuals to make their own arrangements having determined that they need to enter a care home and do not have care and attention otherwise available to them. In these instances, authorities should make suitable alternative arrangements and seek no contribution from the individual other than their contribution as assessed under the National Assistance (Assessment of Resources) Regulations 1992.”

The National Assistance (Residential Accommodation) (Additional Payments, Relevant Contributions and Assessment of Resources) (Wales) Regulations 2003

Statutory Guidance issued under section 7(1) of the Local Authority Social Services Act 1970 relating to the above regulations makes the following provisions with regard to accommodation which is more expensive than the amount the authority has determined it would usually expect to pay. It confirms the guidance in the 1993 Directions of Choice and the updated guidance:

“Placements in more expensive accommodation

20. This guidance does not mean that authorities may set an arbitrary ceiling on the amount they are willing to contribute towards residential care and require residents (in the circumstances specified above) or third parties routinely to make up the difference. If challenged an authority would need to be able to demonstrate that its usual cost was sufficient to allow it to provide residents with the level of service they could reasonably expect if the possibility of resident and third party contributions did not exist.

21. Authorities should not seek resident or third party contributions in cases where the council itself decides to offer someone a place in more expensive accommodation – for example, where there is at the time in question no suitable accommodation available at the authority’s ‘usual cost’.”

NAFWC 25/2004 NHS Funded Nursing Care in care homes - Guidance 2004
37. Providers, local authorities and Local Health Boards will need to agree a total funding package that takes into account the NHS contribution. When making arrangements for residential care for an individual under the National Assistance Act 1948, local authorities are responsible for the remaining costs of accommodation and personal care. There should be no gap between local authority and NHS provision.
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