
THE CARE ACT AND MARKET SUSTAINABILITY - WHO COMES FIRST, THE 
CARE PROVIDER OR THE NHS?

In the context of the Care Act, the answer has to be the Care Provider, for without a prominent focus on their 
sustainability the Care Act will come to nought. When the Care Act came to life in April this year it was heralded as 
the biggest change to adult social care for 60 years. A number of changes were introduced placing a substantial 
responsibility on Local Authorities (LA) to promote the wellbeing of the whole local population, not just the people 
it is contracted to support. At the same time, to move away from basic influence on the care market solely by 
purchasing care but to seek, shape, facilitate and support the care market in its entirety and to ensure that continuity 
of care is maintained in the event of care provider failure.

This is all very well, but the Act could not have been introduced at a worse time following 5 years of Government 
austerity measures taking 40% out of LA funding which has produced a funding gap for adult social care of £1.9bn 
rising to £4.3bn by 2020. Added to this is the realisation that there is national nurse shortfall affecting social care as 
well as the NHS alongside a dis-inclination by Government to support nurse migration from outside the EU. The final 
straw, of course, appeared in the recent Budget to introduce a National Living Wage for over 25s from 2016. This 
will particularly affect the Domiciliary Care sector at a time that this element of the sector will see rapidly increasing 
demand.

Market equalisation, which means narrowing the differential between state fees and self funder fees, will inevitably 
influence market stability once the plans from the Dilnot Commission come into play next year (if it does?). It could 
lead to a 2 tier market between state funded care homes and fully privately funded homes unless Government, 
through the autumn spending review, recognises the urgent need to ensure that grant settlements to LAs support 
the actual cost of care provision. Without it, there are substantial barriers ahead for LAs and providers to mount if 
they are to deliver sustainable and equalised markets that provide quality and safety across health and social care. 
To put this into context, the current broad nursing care home fee differential between Self funder fees and the LA 
rate is roughly 45% and between self funder fees and the actual cost is roughly 19%. (CCN Report Jul 15) These 
figures clearly demonstrate the challenges for market equalisation. 

We should remember that whilst there are a number of large providers in the sector, the market remains dominated 
by small providers with one or two care homes and a rapidly growing number of small domiciliary care providers. 
This is probably where mounting instability in the market will establish itself, simply because they are more financially 
fragile and much more sensitive to even minor market changes.
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The absolute cornerstone of any progress towards market cohesion and sustainability is for LAs to engage openly 
and supportively with care providers, including those with whom they do not hold contracts. To assist with this, the 
Department of Health, working together with ADASS, the LGA and the Care Provider Alliance (representing care 
providers nationally) commissioned the Institute of Public Care (Oxford Brookes University) to develop a Market 
Shaping Toolkit specifically for SMEs and small providers. Five tools have been developed for both sides to 
work through so that each better understands the situation of the other:

1. Guide to care provider business.

2. What is a market position statement and why is it important to providers?

3. Fostering innovation in care and support.

4. Good practice for SME engagement.

5. Checklist for SME procurement.

The first toolkit is probably the most crucial opportunity for providers and LAs to understand exactly how individual 
businesses are positioned in the market and their ability to respond to the changing care climate and demand for 
innovation. Everything else hangs on this. The key questions are:

1. How much do care services cost?

2. How do we encourage market sustainability?

3. How do we ensure a trained, quality workforce?

This is where we can help with guidance on management and cloud accounts, designing bespoke Scale 
Charges Models, Key Performance Indicator Models and business restructuring, not only to have a firm 
understanding of the costs of care to front up to the LA and the self funder market but to position the business in 
the best possible shape to meet the demands for innovation. The Care Provider definitely comes first!

The Market Shaping Toolkit can be downloaded at http://ipc.brookes.ac.uk/services/mast.html
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CONTACT

If you would like to arrange an initial no-obligation meeting, at no charge, please contact:

Julie Hopkins, Partner

Julie Hopkins leads Albert Goodman’s Care Providers Team providing advice to care sector 
start-ups, those growing their business and those looking to exit. The team of more than 
10 experts advise on business strategies, cash flow management, business structures, 
minimising tax, acquisitions and disposals, payroll and financial services.

Julie takes a lead in the firm’s membership of the Registered Care Providers Association 
(RCPA). Her depth of expertise within the Care sector includes care homes, nursing, 
residential, mental health, domiciliary and supported living. Julie qualified as a Chartered 
Accountant with international firm KPMG and has specialised in SMEs ever since, with a 
particular emphasis on care providers.

Tel: 01935 423667 E: julie.hopkins@albertgoodman.co.uk
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