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Executive summary







   

4 

long-term sustainable funding solution to meet people’s needs and avoid market 
collapse.  
 
The Committee went on to say: “Providing adequate funding for social care will also 
help the NHS and may itself have positive economic and long-term social impacts, 
given that social care is an important part of the economy.” 
 

1.3 Research aims  
 

To provide further evidence of the benefits of increased investment in adult social care, 
Skills for Care commissioned KDNA, an independent economics consultancy, to:  

▪ estimate the ‘full economic value’ delivered by the sector  
▪ explore how an increase in resources to the sector might raise those benefits. 

 
This is illustrated below. Figure 1 includes the updated figures for GVA, induced and 
indirect effects and adds further benefits that can be monetised.  
 
 
Figure 1 . We estimate the full economic value of adult social care and explore the additional 
benefits that would arise from a significant, targeted investment.    
 

 
 
The calculation of wider societal benefits that cannot be monetised (e.g. increased 
peace of mind, knowing the care offered by adult social care providers was of consistent 
high quality) is beyond the scope of this report.  
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Figure 2 The time series of adult social care GVA, indirect and induced effects in £ billion and 
GVA share of total England GVA. 

 
Source KDNA Skills for Care 
 
From Figure 2 and looking at the adult social care GVA as a percentage of all England 
GVA, we can see that there was a period of 
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Any one of these can cause a market failure. These are discussed more fully in the 
Technical Report but in summary:  
 

▪ Competition:  although there is competition in the provider market for social care, 
local authorities are dominant commissioners in all areas and use their market 
power to hold down fees. 
 

▪ Incomplete information:  efficient markets require buyers and sellers to have 
perfect and equal information about the attributes of the products and services 
they are buying and selling, 
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3. Quality and outcomes for people being supported  
 

 

3.1 T
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Figure 4 Adult social care represented as the production of care outputs of varying quality and 
their ultimate impact on the quality of life of people receiving care.   

 
Source KDNA, from author’s work on measuring public sector efficiency in the NHS (Aldridge, January 
2016) 

 
Output is a physical something at the end of the production process, e.g. a week in a 
nursing home. The quality adjusted output could be a week in a nursing home modified 
for the number of adverse events, such as medication errors and falls. The ultimate goal 
of adult social care however, is the improvement in wellbeing that arises from the care 
and support delivered in the nursing home compared to what it would be without that 
support.  
 
A focus on the output side – which is easier to measure – risks focussing attention on 
technical efficiency, holding down wages, reducing the contact time in domiciliary visits 
and having minimal night staff in nursing homes. A focus on outcomes encourages 
investigation of what aspects of care most improves people’s quality of life and 
innovation on the best ways to achieve it.  

 

3.2 Measuring adult social care quality  
 
We have already noted that quality is difficult to observe in adult social (it is an elusive 
concept for most goods and services (OECD, 2013)). One possible definition of quality 
in the health and care sectors involves measuring the level of compliance with jointly 
agreed standards, e.g. between a provider and regulator.   
 
The Care Quality Commission (CQC) registers, monitors and inspects adult social care 
providers, and publishes its assessments and provider ratings. The CQC can also take 
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care services in England were rated as good or outstanding. On the other hand, nearly 
a fifth of services were rated as ‘requires improvement’, and 343 locations (2%) were 

rated as inadequate. (In 2020 the numbers requiring improvement had fallen to 14% 
and only 1% were inadequate.) 
 
A simple aggregate measure of the CQC ratings has been created for this study. We 
score outstanding as 4, good as 3, needs improvement as 2 and inadequate as 1. The 
results for four years of CQC ratings are shown below in Figure 5.   
 
Figure 5 CQC ratings (Care Quality Commission , 2017-2020) showing significant improvement 
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3.3 Adult social care outcomes based on the first -hand 
experience of service users  

 
The 2010 white paper ‘A Vision for Adult Social Care: Capable Communities and Active 
Citizens’ (Department of Health, 2010) set out how ‘to make services more 
personalised, more preventative and more focused on delivering the best outcomes for 
those who use them.’  
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seem to be dropping



   

19 

The adjusted SCRQoL can be thought of as the wellbeing equivalent of the Quality 
Adjusted Life Year (QALY) which measures health status, also on a scale of 1 (best 
possible health state) to 0 (equivalent to being dead). Recent academic work (Stevens, 
Brazier, & Rowen, 2018) has estimated an exchange rate between the Quality Adjusted 
Life Year (QALY) measured using the EQ-5D instrument and the SCRQoL 

This is useful because the QALY is an accepted part of economic valuation in health 
care and has been assigned two valuations that are used in practice.  

▪ The National Institute of Health and Care Excellence (NICE) adopt a widely 
known threshold of cost per QALY of £20k to £30k when considering whether to 
approve new technologies, especially drugs, for use in the NHS. 

▪ The HM Treasury Greenbook valuation of a QALY is £60,000 based on a 
willingness to pay (WTP) study carried out by Department of Transport study 
looking at WTP to avoid a traffic fatality. 

 
We follow Forder’s pragmatic approach to monetising SCRQoL by taking the Brazier 
and Rowen research on the near equivalence between QALY and SCRQoL and using 
the valuation of a health QALY as equivalent to a SCRQoL (Forder J. , The impact and 
cost of adult social care, July 2018). Table 6 shows how the value of the outcomes of 
adult social care can be monetised at £9.2 billion to £23.3 billion depending on the 
valuation of the wellbeing of people drawing down adult social care.    
 
Table 6 The ‘value’ of outcomes of adult social care using two valuations of an SCRQoL.   

18 to 64 65 and over  TOTAL 
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cost of the care packages, we will enable a system to focus on personalised services 
that deliver the best outcomes with the means available.  
 
The design of the actual payment mechanism to operationalise this approach is beyond 
the scope of this study, but a payment based on the cost of a care package plus an 
uplift for an outcome above an expected level would be the simplest form of incentive.  
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Case 

http://ssrg.org.uk/wp-content/uploads/2015/04/Johnstone-Page2.pdf
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4. Some of the  addition al benefits  of adult social care 
that can be monetised  

 

 
4.1 Benefits to working age adults drawing on care and in 

employment  
 
According to NHS Digital, there were 254,000 people aged 18-64 accessing long-term 
care and support from the adult social care sector at the end of the financial year 
2019/20; 214,000 of these were receiving community care. According to Leonard 
Cheshire (Leonard Cheshire , 2021) the current economic inactivity among people 
receiving support is 43%, with 57
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We have used estimates of the value of a person returning to work and leaving the 
benefit system from the Greater Manchester Cost-Benefit Analysis (GM-CBA) model 
(Greater Manchester Combined Authority, 2019)10. This estimates the fiscal benefit of 
moving people off benefits and into work to the Department of Work and Pensions 
(DWP) and HM Treasury at £19,153; the improved health outcomes to DHSC at 
£15,963; and the increased income to individuals at £10,504. The total value of 
someone returning to work is thus estimated to be £45,620. The Greater Manchester 
CBA model does not provide an estimate of the value of a person returning to part-time 
work, so we have used half the total figure for a full-time worker. 
 
Case study 3 - An education, a career, a home and a family.  

 
 

10 The tool is constantly refreshed and uses up-to-date data from Government departments and other 
sources. It 
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ONS estimates that 37% of disabled people work full-time, and 16% work part-time. If 
we assume that all those receiving community care are empowered to work and do so 
in proportion to the ONS figures on part time and full time working, the value added is to 
£4.7 billion, which is shown in Table 7, below.  

 
Table 7 Value of people receiving community care returning to work assuming a split between 
full-time and part-time work 
 Percent  Numbers  Value £m  

Working full-time
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Carers who stated that they were extremely, very, or quite satisfied with the support 
they received scored higher on the wellbeing questions in the survey than respondents 
who said they had no support; these in turn were higher than scores from respondents 
who were extremely, very, 
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4.3 Employment benefits to carers  
 
We have used estimates of the value of a person returning to work and leaving the 
benefit system from the Greater Manchester Cost-Benefit Analysis model.  
 
From the Survey of Adult Carers in England referred to above, the best weighted 
estimate of the number in the eligible population of carers who received local authority 
support is 226,000. Of these, 10.5% stated that they were working full-time and 13.9% 
that they were working part-time. This compares with Health Survey of England (NHS 
Digital (HSE), 2019) estimate of 10% of workers with caring responsibilities not being 
able to work because of their caring responsibilities.   
 
We therefore assume 14.4% of supported carers are working because of the support 
they receive. This is 42,000 individuals who we expect to be split between part-time and 
full-time working in the ratio 57% part-time to 43% full-time (following the 13.9:10.5 ratio, 
above.) 
 
Table 10

(fostimate
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for a care home place (those referred for a care home place after a hospital admission 
were excluded from the study). 
 
A recent study of the Netherlands system (Bax, 2020) found that a care home 
admission in the Netherlands compared with continuing care at home significantly 
reduces the probability of having at least one hospital admission in the following year. 
 
In the twelve months after moving into care homes, residents spent €1
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Delayed transfers of care  
There has been an efficiency agenda on delayed discharges from acute hospitals to 
adult social care for a long time (NAO, 2003). In 2016 the NAO estimate
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5. Labour market analysis  
 

 
5.1 The problem wi th the adult social care labour market  

 
The adult social care workforce represents 5% of all jobs in England and is present in 
every labour market in England. Adult social care employment at local authority level 
varies from 8.6% of the total workforce in Middlesbrough to 2.6% in Newham.  
 
The defining feature of the adult social care labour market from an economic 
perspective is that, nationally it has had vacancy rates over 6% (twice the national 
average) for the last five years. The vacancy rate for direct care staff has been above 
7% for the last five years and almost 8% in the last three. There were 7.3% vacancies 
(112,000 jobs) in 2019/20 and turnover was 30.4% (Skills for Care, 2020). 
 
In labour markets that are working effectively, persistent vacancies force employers to 
increase wages to ‘the market clearing rate’14. This has not happened in the adult social 

 
14 



http://www.unfairtocare.co.uk/
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of skill. Using the Korn Ferry method17 of job evaluation applied to the ‘support worker, 
supported living’ job role found that the median salary for equivalent positions in public 

and not-for-profit providers, such as the NHS and local authorities, would be £24,602.  
 
If the NHS is used as the benchmark, this would be an Agenda for Change Pay Band 3 
position with average annual pay of £25,142. This compares with support and outreach 
workers in the independent sector being paid £17,300 on average and care workers 
(with similar skills and responsibilities) £16,900 in 2019/20: a 45% plus difference.   
 
The NAO believes public sector fees for adult social care are below average cost (NAO, 
2021). This prohibits providers whose income derives largely from local authorities from 
paying £25,000 or even £20,000 for support workers or other front line care workers. In 
fact, as shown in Figure 7. the adult social care sector has struggled over the past eight 
years to keep pace with increases in National Living Wage (NLW). 
  
Figure 7 In 2013 the median care worker wage was £6.75, 12% higher than the NLW. By 2019, 
it had risen to £8.50, but was now only 3.5% above the NLW.  

 
Source (Skills for Care, 2020)  

 
The increase in the NLW put pressure on adult social care providers to match the pay 
increases for care workers 
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This also led to greater compression of care workers’ wages (Skills for Care, 2020). In 
2012 half of all care workers earned within 10% of median pay; in 2019 half of all 
workers earned within 8% of median pay. Also, in 2012 the highest 10% care worker 
roles were paid 27% above the lowest 10%. In 2019 this premium was only 19%.  
 
The compression of care worker wages would have contributed to higher turnover, if not 
vacancies. Such intra role differentials are important to compensate staff for the more 
difficult positions within the broad spectrum of care worker roles and perhaps, offer 
increments in recognition of experience and acquired skills. Without such inducements 
staff who wish to stay in adult social care may seek other employment in less 
challenging positions.    
 
Other staff  
If employers could not match % increase in NLW for care workers, it is unlikely they 
could have afforded to match pay to general labour market increases in pay for other 
staff groups. In fact, excluding senior managers and registered professions, pay 
increases were lower than for care workers and vacancies increased for all staff groups 
bar registered managers, which had flat, but very high vacancies of 11% from 2013 to 
2019.   
 
Is pay that important to adult social care staff?  
It is important to note that we are not arguing that the only thing that matters to the adult 
social care workforce is their pay (or even their pay relative to other employers). All we 
have to believe is that pay has some influence, however small, to be alert to the fact 
that a change in pay relativities will affect recruitment and retention of adult social care 
staff, now and in the future. And the literature suggests there are no ‘silver bullets’ to fix 

recruitment; with automation (Moriarty et al, 2018), volunteers (Cameron et al, 2020; 
Moriarty et al, 2018), unpaid carers (McKechnie et al, 2019), and integration (National 
Audit Office, 2018), all being dismissed as potential solutions to the recruitment 
problem.   
 
It is a long-term problem that is likely to get worse as demand for care workers will 
increase. Skills for Care (Skills for Care, 2021) estimates the adult social care workforce 
will need to grow by 29% (490,000 extra jobs) by 2035. This is a growing share of the 
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5.3 What are the consequences of permanently high vacancies?  
 
High turnover and vacancy rates in adult social care might contribute to unsafe staffing 
levels, risk of infection, poor continuity of care and poor quality of care. This is likely to 
be true for all types of staff shortage, but particularly so for registered managers, without 
whom quality standards are much less likely to be fulfilled (Institute for Government, 
2019). 
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5.4 Chapter summary  
 
The low fees paid by the public sector mean that wages for care workers are kept below 
the market clearing rate, leading to persistent vacancies.  
 
There is strong evidence emerging that the level of vacancies is reducing capacity to 
take on new commissions from local authorities.  
 
The analysis at local authority level suggested that vacancies were not associated with 
lower quality but this may be due to ‘averaging out’ the variation between individual 
providers. The local authorities with higher wage labour markets did tend to have lower 
quality scores. 
 
Both the provider level analysis and local authority level analysis suggested a more 
skilled and more highly-trained workforce delivered higher-quality care.  
 
Having a registered manager in post for an extended period was a good predictor of 
provider level quality.  
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6. Marginal analysis. What could an extra £6 .1 billion 
pounds deliver  in a phased program of investment?  

 

 

6.1 Modelling the benefits of a  strategic increase in resources  
 

The scale of the possible underfunding was given in Chapter 2 at £6.1 billion. This is 
composed of £3.8 billion for quality and £2.3 billion for unmet and under-met need. The 
two go in tandem. Adding £2.3billion for ‘improved access’ into the system (15% more 
activity) would not deliver good value for money unless it was done in step with an 
increase in capacity associated with the £3.8 billion investment in the form of a ‘strategic 
fee increase’. This is a 25% increase in local authorities’ payment to providers and is a 
realistic figure phased over several years to restore equilibrium to the adult social care 
labour market and build stability and enhance capacity of providers.  
 

 
 
 
 
 
 

The downward pressure on publicly funded adult social care has created a labour 
market that cannot deliver the volume and quality of care required.   A  program of 
targeted investment is required to meet unmet need, improve quality , and make 
the system sustainable. This chapter looks at an investment plan informed by the 
foregoing analysis . 
 

▪ Additional funding should be phased in with capacity-building, to minimise the 
risk of cost inflation without proportional volume and quality gains.  

▪ A ‘Strategic Fee Increase’ is designed to restore equilibrium to the adult social 

care labour market, stabilise providers and provide an incentive to stay in 
business, expand and innovate. 

▪ Alongside the ‘Strategic Fee Increase’ is an investment designed to restore 

access to the levels in 2005 to 2010. 
▪ The strategic fee increase is expensive, and to some extent a deadweight cost 

but it is an essential precondition before we can expand access and deliver: 
o improved average outcomes of care by around 5%, worth £0.4billion  
o increased economic value by £10.1 billion 
o £0.6 billion of additional societal benefits 
o a total added value of £10.7 billion, a 175% return on investment. 
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The local authority interquartile range on ASCOT is in fact only 3% and the interdecile 
range is 10%. If we assume a 5% improvement across the board, benefit to the current 
840,000 people who receive long-term care in year would be £445million at £25k/ 
SCRQoL or £1.069 billion at £60k/ SCRQoL. 
 
Improved access  
The data on activity growth in adult social care suggests the majority of unmet needs is 
in the 65 and over age category. We assume 80% of the £2.3 billion goes into improved 
access for older people. The remaining £0.5 billion goes to working age adults. We do 
not have the data to assess precisely where, or to what effect, the £0.5 billion would be 
spent and so concentrate this section on the older age group.  
 
The increase in SCRQoL arising from providing adult social care to those previously 
deemed ineligible would be substantial. Assuming £1.8 billion is invested in older people 
with 77% going into domiciliary care and 23% into residential21 and using the average 
outcomes obtained from our analysis of adult social care ASCOF data, for older people 
the value of the additional welfare gain would be £1.9 billion using the £25k cost per 
QALY figure or £4.7 billion using the £60k cost per QALY.  
 
Combining the strategic fee increase and improved access benefits, we have a total 
improvement in wellbeing equal to £2.3 billion at £25k/SCRQoL or £5.7 billion at £60k/ 
SCRQoL 
 
The SCRQoL improveme nts to informal carers  
The quality-of-life improvements to carers would follow in proportion to the quality-of-life 
improvements to the people receiving care. Using the same conservative assumptions 
shown in Table 9, the additional benefits would add £0.4 billion at £25k per SCRQoL 
and £0.9 billion at £60k per SCRQoL.  
 
The wellbeing benefits are summarised in Table 13, below.  
 
Table 13 The improved wellbeing benefits arise from a general improvement in quality of care 
arising from the strategic fee increase and the improved access to older people.  
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Employment and NHS benefits  
Our estimate in chapter five of £1.4 billion of employment benefits to 55,000 carers from 
increased labour market participation could be scaled pro rata the increased activity 
arising from the £2.1 billion investment in unmet need. This would add £190m. A similar 
pro-rata of the modest benefits to the NHS would add £30m. 
 
Table 14: Full economic benefits of a significant £6.1 billion investment in adult social 
care (all wellbeing benefits at £25k per SCRQoL). 

  Strategic  fee 
Increase  

Improving 
access  
 

Totals  

GVA1 £3.8bn £2.3bn £6.1bn  

Indirect    £1.1bn £1.1bn 

Induced  £1.8bn £1.1bn £2.9bn 

Outcomes to people receiving care1  £0.4bn £1.9bn  

Carers Outcomes2   £0.4bn £0.4bn 

Carers Employment2   £0.19bn £0.19bn 

NHS  £0.03bn £0.03bn 

Total1  £5.6bn £5.1bn £10.7bn 
Source KDNA analysis Notes, (1) The GVA and outcomes are alternative ways to measure the increased output of 

care going to people drawing down care. GVA is the cost of producing the care. Outcomes are the benefits to the 

people who draw on that care, so you cannot add them. (2) The increased employment and wellbeing of carers are 

additional benefits and can be added. 

 
 

6.3 Chapter summary   
 
Strategic fee increase  
The investment in quality appears to give a modest return in terms of economic value: 
£ 0 1 475.54 471.6f ET
a 
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7. Conclusions and recommendations  
 

 
 

7.1 Conclusion s  
 
Diagnosing the problem  
The quality and outcome component of adult social care is far more difficult to observe 
than the process, care package, time required to do specific tasks, aspect. This is 
compounded by the dominant commissioner for adult social care, local authorities, 
being forced to keep down fees as the only way to meet increasing levels of need and 
stay within their spending limits.   
 
Private purchasers pay higher fees and are partly cross subsidising the publicly funded 
sector. They also have difficulty choosing their preferred combination of price and 
quality because of the cross-subsidisation issue and the difficulty of gathering complex 
information on quality of care at short notice. The quality component therefore tends to 
be under-rewarded and under-produced. 
 
Impact on the adult social care labour market  
This combination of ‘price-sensitive’ demand and relatively ‘quality-blind’ demand 
produces a low value equilibrium with less than feasible and less than desirable quality 
and outcomes. This low-cost solution creates three problems in the adult social care 
labour market.  
 

This chapter summarises the key findings of chapters three to six and concludes that 
the current adult social care system is afflicted by both lack of funding and significant 
market failures. 
 

▪ The market failures drive the publicly funded system toward a low cost, low value 
low outcome solution. 

▪ This creates problems in the adult social care labour market which will become 
increasingly difficult in the short term if there is a strong post COVID-19 recovery 
and over the medium term with increasing demand. 

▪ The market failure also distorts the self-funded sector and results in increasing 
levels of unmet need and higher burdens on informal carers. 

▪ The recommendations stem from our analysis that the system must begin to pay 
for the outcomes of care, rather than the care processes.  

▪ A societal valuation of those outcomes also provides a mechanism to pay for the 
skilled workers to deliver those outcomes, both now and in the future.   
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▪ Wages are driven down to below the ‘market clearing rate’ meaning wages and 

turnover are high and persistent. 
▪ The job becomes more demanding (because vacancies are not filled) and there 

is not time to fulfil the vocational aspect of care and deliver high quality, 
compassionate care. 

▪ The capacity of the sector is falling behind people deemed eligible for publicly 
funded care (UK Home Care Association, August 2021). 
 

This low value equilibrium (barely able to keep pace with even the restricted access to 
the publicly funded system currently in 
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We believe higher overall levels of pay to increase the competitiveness of the market 
and enable employers to attract - and have more discretion to employ - workers with the 
right values are essential.  

 
The Government has also allocated £500 million across three years to support 
workforce needs, and 

https://www.skillsforcare.org.uk/About/News/News-Archive/Adult-Social-Care-Leaders-come-together-with-a-vision-for-a-future-workforce-strategy.aspx
https://www.skillsforcare.org.uk/About/News/News-Archive/Adult-Social-Care-Leaders-come-together-with-a-vision-for-a-future-workforce-strategy.aspx
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9. Annex A 
 

9.1 Annex A Expert reference group  
 
Care Quality Commission (CQC) 
Care England 
Devon County Council  
Health Education England (HEE) 
Individuals with lived experience of social care 
Kings College London 
Local Government Association (LGA) 
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