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APSE (Association for Public Service Excellence) is a not for profit local

government body working with over 300 councils throughout the UK.

Promoting excellence in public services, APSE is the foremost specialist in
local authority front line services, hosting a network for front line service
providers in areas such as waste and refuse collection, parks and
environmental services, leisure, school meals, cleaning, housing and

building maintenance.

APSE provides services specifically designed for local authorities, such

as benchmarking, consultancy, seminars, research, briefings and training.

Through its consultancy arm APSE delivers expert assistance to councils
with the overt aim of driving service improvement and value for money
through service review and redesign. APSE delivers in excess of 100
projects a year and clients benefit from the consultancy’s not for profit ethical

approach to consultancy services.



Introduction from Dominic MacAskKill,
UNISON Cymru Wales Regional Secretary

Many thousands of care workers are desperately hoping Welsh
Government’'s National Care Service will deliver major
improvements for them and service users.

Service users and care workers are being dreadfully let down
by the current system of commissioning, outsourcing and the
need to turn a profit, and years of underfunding.

In-work poverty is commonplace, staff turnover is high and
vacancies, huge. The requirement to create a profit or, for the
third sector, to compete with for-profit providers, means corners are cut, so care workers are
allocated too many service users and are not paid travel time and this impacts on service
user care.

The system is the barrier preventing care workers from delivering the level of care they wish
for each of their service users. Care workers and service users should not be placed in this
appalling situation.

Ministers are to be commended for bringing forward plans for a National Care Service, but
the people of Wales will only have the high quality of care they deserve if private profit and
the commissioning model are removed.

This powerful APSE report, commissioned by UNISON Cymru Wales, presents a business
case for care services to be directly and publicly provided by local authorities. It shows that
despite the billion pounds flowing into the sector, there is no understanding of exactly how
much money is haemorrhaging away into private pockets. All money spent on care should
go towards providing care.

We cannot afford to lose this opportunity to get a National Care Service right at its inception
and transform care forever. It must have the dignity and respect for service users and staff
at its heart.
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The aim of creating a national care service for Wales is both welcome and urgent.
The current market-based model of provision is failing to provide the quality and
consistency required from a largely tax funded service. The complex company
structures and speculative capitalisation model that is coming to dominate the social
care economy make it impossible to fully understand where money spent on social
care in Wales actually goes and therefore, equally difficult to establish whether the
Welsh taxpayer is getting good value for the £1.2bn spent annually on this critical
service.

Those who actually provide the care that is so critical to the quality of life of thousands
of elderly and vulnerable people across Wales are highly valued by the cared for and
their families. The work they perform is physically and emotionally challenging but
they are amongst the lowest paid in society, working long and irregular shifts, with
little recognition of the vital part they play in the provision of a service which is an
essential element of the UK'’s health and social care system.

The term ‘National Care Service’ is evocative of the National Health Service. This
hugely popular, jewel in the crown, of the UK welfare state was founded on key
principles of universalism and consistency. It is funded from taxation, with all users
receiving the same, free at the point of delivery, standard of care, regardless of
means. It is also almost entirely delivered through direct provision, by directly
accountable public bodies. This latter is in fact the most significant difference
between health care and social care. Social care is mostly ‘commissioned’ or
purchased from the market, whereas health care is mostly provided directly. It is this
element of the delivery model that is at the root of the current crisis, not the far less
significant difference that health care is ultimately planned and managed at a central
government level, whilst responsibility for social care sits primarily with local
authorities.

There is in fact a strong case to maintain local control over social care provision.
Centralisation can result in excessive bureaucracy and insensitivity to local need.
Local councils are best placed to know what provision is needed and to provide it.
They are also the main provider of preventive public services at a personal and public
health level and have well developed partnerships with other key providers, including
primary health services and hospitals.

The vision of a seamless, prevention focussed approach depends on joining up
provision at the local level. The role of central government is to coordinate and if
required, to regulate, to ensure consistency and fairness between areas. Most
significantly it must ensure that funding is commensurate with the national vision of a
universal, quality service that is free at the point of delivery.

If the creation of a ‘National Care Service’ does not mean a publicly provided care
service, it will amount to little more than a change in who does the commissioning



and make no real difference to the delivery model. Residential care services will
continue to be hopelessly entangled with real estate speculation. Domiciliary services
will continue to be driven by the lowest cost imperative that characterises the social
care economy. The care workforce will continue to be underpaid and undervalued
and the sector will continue to fall short of the expectations of the Welsh public.
Moreover, a significant proportion of any increase in funding will go to meet inflated
capital costs and be lost in the network of holding and parent companies that often
sit above the front-line providers.

1.7  For these reasons this report argues that ‘publicly provided’ must be recognised as
an essential characteristic of anything that is recognisably a National Care Service.

2.1  The creation of the welfare state after the Second World War marked a watershed in
the development of UK social policy. Based on the ‘cradle to grave’ vision of William
Beveridge?, it aimed to provide free, comprehensive, high-quality education, health
and social care, along with income security, in a bid to eliminate what Beveridge had
called, the five giants of want, disease, ignorance, squalor and idleness. The National
Health Service Act of 1946, steered through Parliament by Welsh MP and Minister of
Health, Aneurin Bevan, delivered a universal, comprehensive health service, paid for
out of taxation. The principal means by which this was achieved was the
nationalisation of 2,500 hospitals which provided the basis for a publicly provided
service in which the level and quality of care was the same for everybody, regardless
of means.

2.2  The NHS was the jewel in the crown of the welfare state. Universal adult social care
was arguably part of the package but the sexist assumption that unpaid women would
be the mainstay provider of care to elderly relatives, effectively left state provision as
a residual service. Seventy years on, whilst the NHS has largely survived with its
universal, publicly provided principles intact, adult social care is generally
acknowledged to be in crisis. The reasons for this are complex and relate in part to
the success of the welfare state itself. Life expectancy in 1948, when the NHS was
launched, was just 68 years. By 2015 it had risen to 81. As a consequence of this
and the changing nature of the family, many more people require care than the
architects of the welfare state had ever envisaged and, because of advances in health
care, they require it for longer. Governments have consistently failed to address the
funding implications of this, despite a long standing, virtually universal, recognition of
the need to do so.

2.3  Demographic change has undermined the welfare state commitment to universalism
and quality of care; there has also been a dramatic change in the way that social care
is provided. The last forty years has seen a comprehensive shift away from public
sector provision to a model based primarily on private sector providers. The Thatcher

1 Beveridge W., Social Insurance and Allied Services, 1942
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government’s efforts to open up the public sector to private companies, via a mixture
of privatisation and contracting out, was only partially successful in relation to most
council service areas but had a huge impact on social care. One reason for this was
that Local Authorities were prevented from investing in residential care
establishments through the capital finance permissions regime in place at the time,
resulting in many being unable to meet required standards and therefore, forced out
of direct ownership of care and nursing homes. According to the Centre for Health
and the Public Interest (CHPI) “In 1979, 64% of residential and nursing home beds
were still provided by local authorities or the National Health Service (NHS); by 2012
it was 6%; in the case of domiciliary care, 95% was directly provided by local
authorities as late as 1993; by 2012 it was just 11%”.?

The near withdrawal of both local authorities and the NHS from direct provision
opened the way for social care to be recreated as an opportunity for private
companies to profit in a market that all but guarantees a consistent and growing level
of demand. The buildings-based nature of residential care means that investors in
social care companies are heavily focussed on the value of real estate and it is this
that drives (and can inflate) the market, rather than income from care itself.

The Welsh Government vision for health and social care is set out in the 2019
document, A Healthier Wales: our Plan for Health and Social Care3. It is heavily
focussed on prevention and a seamless approach to services, even whilst they are
delivered through a range of agencies. It envisages a system that recognises the
primary importance of prevention through effective public health measures, coupled
with quality care provision, aimed at supporting people in their own homes, over
reactive, hospital-based health interventions.

The plan emphasises that ‘our vision of a whole system approach to health and social
care will require a whole system effort’. The clear intention is for this to be driven
from the centre, via a ‘National Transformation Programme’, led by the Director
General Health and Social Services. The plan also envisages ‘a key role’ for the
seven Regional Partnership Boards and the 64 Clusters of neighbouring GP practices
and partner organisations involved in primary health care.*

Whilst there is always a danger that centralisation will detract from local initiative and
eat up resources in excessive levels of bureaucracy, the plan, as currently
formulated, strikes a good balance between the need for a cogent national strategy
and localisation. By establishing 10 design principles for achieving four high level

2 CHPI, The failure of privatised adult social care in England: What is to be done? 2016
3 Gov.Wales, A Healthier Wales: our Plan for Health and Social Care, 2019
4 Gov.Wales, A healthier Wales: long term plan for health and social care, 2021
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strategic objectives, it creates a framework in which local initiative can come to the
fore. The strategic objectives or ‘Quadruple Aims’ are:

 Improved population health and wellbeing;

* Better quality and more accessible health and social care services;
* Higher value health and social care; and

» A motivated and sustainable health and social care workforce

These are all high level and likely to be widely supported in principle — indeed it would
be difficult to find anybody who would not support such self-evidently desirable
objectives.

The design principles are:

Prevention and early intervention — acting to enable and encourage good health
and wellbeing throughout life; anticipating and predicting poor health and wellbeing.

Safety — not only healthcare that does no harm, but enabling people to live safely
within families and communities, safeguarding people from becoming at risk of abuse,
neglect or other kinds of harm.

Independence — supporting people to manage their own health and wellbeing, be
resilient and independent for longer, in their own homes and localities, including
speeding up recovery after treatment and care, and supporting self-management of
long-term conditions.

Voice — empowering people with the information and support they need to
understand and to manage their health and wellbeing, to make decisions about care
and treatment based on ‘what matters’ to them, and to contribute to improving our
whole system approach to health and care; simple clear timely communication and
co-ordinated engagement appropriate to age and level of understanding.

Personalised — health and care services which are tailored to individual needs and
preferences including in the language of their choice; precision medicine; involving
people in decisions about their care and treatment; supporting people to manage their
own care and outcomes.

Seamless — services and information which are less complex and better co-ordinated
for the individual; close professional integration, joint working, and information
sharing between services and providers to avoid transitions between services which
create uncertainty for the individual.

Higher value — achieving better outcomes and a better experience for people at
reduced cost; care and treatment which is designed to achieve ‘what matters’ and
which is delivered by the right person at the right time; less variation and no harm.
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Evidence driven — using research, knowledge and information to understand what
works; learning from and working with others; using innovation and improvement to
develop and evaluate better tools and ways of working.

Scalable — ensuring that good practice scales up from local to regional and national
level, and out to other teams and organisations.

Transformative — ensuring that new ways of working are affordable and sustainable,
that they change and replace existing approaches, rather than add an extra
permanent service layer to what we do now

The Welsh Government vision for social care was further developed in a White Paper
published in 2021.5 The White Paper establishes the ambition of creating a National
Care Service.

The term National Care Service evokes the founding principles of the welfare state:
universal, comprehensive, high-quality provision that is free at the point of delivery.
The NHS has also managed to adhere to the notion that its services should be mostly
delivered through an ostensibly directly employed workforce, with little leakage of
public money to private profit. The UK health care system is comparatively efficient
— expenditure per head on health is a little below average for OECD countries but
outcomes are a little above average and comparable with the highest per capita
spenders, such as the USA, where the public sector plays a residual role in a
predominately private system.

The vision set out in the White Paper does not explicitly envisage a publicly provided
service. It does however establish free at the point of delivery as a key principle, along
with comprehensive cover and quality provision. Without a substantial increase in
direct service provision however, a national service is effectively a continuation of the
current commissioning model, albeit with nationally determined (minimum?)
standards. This approach does offer potential for the government to drive through
improvements to standards but it is difficult to see how it can lead to universal
provision or tackle under-resourcing at the point of delivery. This is because the
economics of the private care market inevitably prioritises return on investment over
front line delivery. Moreover, unless the government moves to somehow outlaw self-
funding, it is likely that the current multi-tiered delivery model will continue and the
care workforce will not receive the recognition and reward they so desperately need.

5> Gov.Wales, Rebalancing care and support, 2021
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Private companies dominate the provision of residential care in the UK. The market
is attractive to investors because it is relatively low risk but offers returns on capital
normally associated with higher risk investments. It is worth £15.2bn per annum with
over half of that coming from private individuals. Whilst there is a large number of
small companies in the market, a small number of international companies occupy a
dominant position. According to the CHPI, ‘2,316 care homes in the UK (30.8% of the
total number of registered beds) are owned by the 26 largest companies, whose
investors see them as a source of income and profit’.6 In Wales there are over 1,000
providers in a market worth around £1.2bn.

The private care provider structure is somewhat opaque, with most of the big chain
operators owned by holding companies. These companies, frequently established by
private equity investors, extract a high percentage of cash earnings to pay for debt,
asset depreciation, tangible and intangible asset amortisation and rent. It has been
calculated that this can amount to 20% or more of so called, EBITDARM (Income
Before Interest, Tax, Depreciation, Amortisation, Rent and Management costs),
meaning that the operating companies, i.e., the care providers, often generate very
low margins or are loss making. This may be tax efficient but inevitably leads to
attempts to bear down on costs, of which staffing is the biggest contributor.’

As discussed above, social care operators are frequently part of complex business
structures. One of the UK’s biggest care companies is the Priory Group which, in its
most recent accounts, reported revenues of £872m from Health, Education and Adult
Social Care services®. The majority of its revenue comes from the NHS and Local
Authorities.

The group was recently acquired by a company named RemedcoUK Ltd, owned by
RemedcoUK Holding Ltd. Both companies were incorporated in December 2020.
RemedcoUK Holding is owned by AHC-WW-Jersey Ltd which in turn is now owned
by Waterland Private Equity which acquired it from American company, Arcadia
Healthcare. Waterland is a Dutch organisation with interests in a large and constantly
changing number of companies.

The Priory Group itself consists of a large number of companies — over 5 pages of
the group’s most recent accounts are taken up listing them.® Many of these
companies are themselves holding companies in a structure that is difficult to
penetrate and includes several branded chains such as Partnerships in Care. One

6 Centre for Health and Public Interest, Plugging the Leaks in the Care Home Industry, 2019
7 Competition and Markets Authority (CMA), Care homes market study Financial analysis working paper,

2017

8 Priory Group Limited, Parent Company Accounts for year ending Dec 2020, Companies House

° Ibid



5.6

5.7

5.8

59

5.10

5.11

of the Priory Group Holding Companies, Priory Group Holdings Number 2, is
registered in the Cayman Islands.

The accounts of individual Priory Group operator companies, many of which are in
Wales, are not reported, making it impossible to gauge how well they are performing.
Overall, the group made a huge loss in 2020 of £270m, despite EBITDARM of £157m.
It is difficult to understand why this is the case but Waterland Private Equity clearly
sees potential to realise the value of its investment which, according to its web-site,
is typically ‘through a sale or initial public offering (IPO) of the company they invested
in” with an average holding period of 3 to 7 years.1°

Ultimately the ‘value’ of the investment in the Priory Group is derived mainly from fees
paid by UK councils, the NHS and self-funders. It is difficult not to see this as a loss
of value from the perspective of the health and social care system. Given, that one of
the so called, quadruple aims of the Welsh vision is ‘higher value health and social
care’, a shift away from a system where value is lost in this way would seem an
obvious prerequisite for the design of the new National Care Service.

There is no suggestion that the Priory Group or any other health and care company
operating in the UK is acting in anything other than accordance with proper
accountancy rules and norms associated with private companies. It is however
guestionable whether such arrangements offer a level of transparency and
accountability commensurate with the provision of services paid for from the public
purse.

Aside from creating structural complexity, frequent restructuring through
consolidation-led acquisitions leads to inflated capital values. This in turn drives up
the debt charged to operating company balance sheets, leaving them very vulnerable
to any downturn in demand. As a result, the provider side of the private care market
looks precarious, fuelling the widespread view that council fees are capped at too low
a level with many providers depending on, so called, self-funders to generate
sufficient income to survive. It is difficult to know how far this is genuinely the case
and how far the financial difficulties of providers relate to the capitalisation model
itself.

If fees were simply allowed to rise this would inevitably lead to further inflation of
capital values and consequentially increased levels of debt charged to balance
sheets. It would be unlikely to feed through into better pay and conditions, given the
inbuilt imperative to reduce operational cost to minimal levels. Nor would it
necessarily improve the position of the operators, given that inflated capital values
would be charged against their balance sheets.

Government intervention to force private operators to offer better pay and conditions
would no doubt be welcome to care staff, but under the current model would inevitably
lead to demands for a major increase in fees for council funded residents. Any

10 https://waterland.nu/en/about/about-private-equity
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increase in fees would go at least in part to maintain yield levels for investors. If
providers were to go out of business, this would create a shortfall in supply, which, in
turn would create inflationary pressures in a market where demand is more or less
constant.

It is sometimes argued that the marketisation of public service provision drives
efficiencies to ensure value for money for the public purse. The theory is that market
competition pushes prices to the lowest level at which only efficient suppliers are able
to survive. The loss of some public funds to private profit is seen as a price worth
paying to push costs down to the lowest level at which the services, as specified, can
possibly be provided.

There are a number of reasons why this simplistic view of markets does not hold true
in general, but it is particularly problematic in relation to essential public services,
where the relationship between supply, demand and prices is not a straightforward
one.

In a market with so called ‘perfect competition’, i.e. where suppliers are able to enter
and leave at will, prices will fall to the lowest level that allows efficient firms to cover
their costs (which includes profit at a level that keeps them from switching to a market
that offers better returns). Inefficient firms go out of business and efficient ones are
motivated to constantly seek further reductions in their costs. Prices can also rise
though to encourage new suppliers to meet higher levels of demand. In a normal
market demand is sensitive to price increases and is therefore dampened by price
rises. In this way price operates to balance supply and demand and, according to the
theory, to ration finite resources, whilst at the same time, providing an incentive for
firms to bear down on cost to ensure success against the competition.

In practice, most markets do not operate this way. Firstly, there is no such thing as
perfect competition. There are barriers to both entry and exit to markets which act to
reduce competitive threat. In many markets this can include incumbent suppliers
actively organising to make it difficult for new companies to become established and
in others, reflects barriers deliberately erected by buyers. The former includes strong
trade associations and effective lobbying for industry standards, whilst the latter
includes standardisation, onerous procurement systems and lengthy contractual
terms. All of these things might be desirable in a different context but nonetheless,
distort the relationship between demand, supply and prices.

In the case of goods or services that are seen by buyers as essential, the lack of
effective supply side competition is compounded by an absence, or reduced level, of
so-called price elasticity on the demand side — essentially rising prices do not lead to
a reduction in demand for the goods or services concerned; buyers reduce demand
for other non-essential goods and services first. This can be seen clearly in local
authority expenditure data from the period after 2009 when spending on care was far
less impacted than that on environmental services, as austerity impacted on council
budgets.
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The market for social care is characterised by both high supply side barriers to entry
and demand that is insensitive to increasing prices. In investment jargon it is part of
the so-called defensive sector, seen as a safe haven for investors, precisely because
demand holds up in times of uncertainty. For this reason, it is not safe to assume
that the existence of competition will ensure efficiency. Nor, for the reasons discussed
above, is it right to assume that overall margins are low just because they are low or
negative for provider companies.

Aside from the unlikelihood of marketisation delivering lowest cost, the use of private
suppliers to deliver public services can raise overall cost in ways that are not always
apparent. These are discussed below:

Loss of Economic Value to the Local and Welsh Economies

As discussed, the dominant financing model in the social care economy sees
something in excess of 20% of income leak from the care system itself to the owners
and financiers of the operators. Most if not all of these are located outside the areas
of the councils providing funding, and in many cases outside Wales. Total
expenditure on adult social care in Wales is estimated to be £1.2bn, but the potential
economic value to the economy of this expenditure is significantly greater than this —
around £2.3bn.* The direct loss of 20% or more of this amounts to a significant
economy wide opportunity cost. This loss of potential and significant economic
benefit will persist whilst care establishments continue to be owned by property
speculators. Bringing a large proportion of them into council ownership would directly
impact on the proportion of expenditure on care that leaves the economy.

Hidden cost of contract management and procurement

The cost of outsourced services is frequently expressed in terms of payments made
to contractors. In fact, this is only one side of the cost equation. The other is the cost
associated with client activities. Client-side costs include procurement costs and
contract management which can be high, particularly when supplier performance falls
short of requirements or expectations. Contractual mechanisms can be cumbersome
with attempts to invoke them often escalating into protracted and costly legal
arguments. Clients can be reluctant to make use of penalty clauses where these will
cause financial difficulties for suppliers and increase the potential for already
precarious organisations to fail, as when they do, contractual supply-side risks
generally revert back to the council or other public contracting body.

Cost of ‘picking up the pieces’ when providers fail

In a theoretical market with perfect competition, the failure of inefficient suppliers is
an essential aspect of how it works. Suppliers which are unable to cover their costs
at the market price go out of business, to be replaced by ones that are better able to
control their costs. In private markets this may inconvenience buyers (and of course,

11 https://waterland.nu/en/about/about-private-equity
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be catastrophic for employees) but in most cases is recognised as part and parcel of
the economic system. This is not the case though where the service provided is a
public service, particularly one that those in receipt of it have a legal right to. If a
private care provider fails, the public body on whose behalf it is provided has no
choice but to make alternative arrangements. The expense associated with this and
the potential disruption to care recipients provide an incentive for public bodies to
agree to fee increases to try and prevent failure but where it does happen, as in the
case of Southern Cross, it is still likely to lead to increased cost.

The experience of Pembrokeshire County Council, faced with the uncertainties that
arose when Allied Healthcare ran into difficulties, is a good illustration of how
precarious outsourcing arrangements can be, even with a major and apparently
secure supplier. Allied Healthcare was a typical example of a complex company
structure the financial affairs of which are very difficult to understand. In 2015 the
main service provider for domiciliary care in the group, Nestor Primecare Services,
recorded revenue of just over £200m and a profit of £17m. The following year, on a
similar turnover it made a loss of £13m. The loss related to the non-payment of money
due from other companies within the group and the purchase of the group by the
German company Aurelius SE & Co KGaA.

In May 2018 Nestor entered into a Company Voluntary Agreement (CVA) with its
creditors, which was followed by the CQC issuing a so-called Stage 6 Notification,
informing Local Authority customers that the company was at risk of failing. It went
into administration in November of that year, creating major problems for its
customers, its workforce and its clients. Pembrokeshire had already agreed in
principle that creating an in-house service would remove some of the uncertainty
created by wholesale reliance on private companies. The news that one of its
suppliers was in imminent danger of failure reinforced this view, and the Council
moved quickly to create stable provision with a key aim being to secure the
employment of the care workforce before they voted with their feet and sought
alternative employment outside the care sector.

Inflationary impact of contract failure when there is no public sector alternative

Where providers fail and alternative arrangements have to be made quickly, it is very
likely that they will be more expensive than the services they are replacing. This is
because of reduced competition and the urgency with which arrangements must be
put in place. With no capacity for direct provision, councils can be forced into short
term contracts with inflated prices. Low pay and poor working conditions lead to
difficulties in recruitment and retention, compounding the inability of providers, both
public and private to develop new capacity. This was one of the key factors that led
Pembrokeshire to set up its in-house service

Costs arising from high churn rates — training, recruitment etc.

Low pay, demanding work and onerous conditions inevitably mean that jobs in care
are less attractive than many alternatives paying similar wages. There is no doubt
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that many people choose to stay in the sector despite this for vocational reasons, but
many nonetheless leave for better pay and conditions in less demanding
employment. The result is high churn rates and consequentially high recruitment and
training costs. These costs feed through into fees as providers seek to recoup costs.
High levels of staff turnover also impact on the quality of services and have an
adverse impact on many service recipients for whom continuity of carer is particularly
important.

Cost to public purse of propping up low pay — benefits, reduced tax return etc.

Low pay reduces the costs to operators but creates costs for society. In work benefits
are essentially subsidies to low wage employers. Statutory minimum pay helps, but
many care workers are part-time and have insecure employment, meaning that they
often have to rely on universal credit to pay for housing costs and to make ends meet.
There is an inverse relationship between provider costs and the cost to the public
purse. The lower the pay bill, the higher the cost to society of supporting employees.
Whilst some of this is offset by savings in fees, the economics of the care system
mean that it is the financiers who benefit most from low pay. Those who actually
provide the care survive on low pay compounded by working conditions that can see
them denied compensation for travel time, sleep-in supplements and even sick pay.

Tax revenue lost to ‘tax efficient’ structures

As discussed above, operators work on low and in some cases, negative margins;
they therefore pay little if any corporation tax. This can be beneficial to both the
holding companies and the ultimate funders of care companies which can be private
equity companies located outside the UK. In some cases, the various companies
involved can be part of the same group and adopt structures purposely designed to
minimise tax. They may argue that such arrangements allow them to operate at fee
levels that would otherwise have to be higher, but any savings to the public purse
must be off-set against tax that is avoided.

Hidden subsidy paid by self-funders

As fees rise and public spending is squeezed, the thresholds for access to publicly
funded provision have risen. The result is that many people are forced to fund their
own care and many more find themselves having to top up the funding that comes
from the council — over half of care revenue comes from private individuals. There is
abundant evidence that many care homes are dependent on this source of funding
and that self-funders pay higher fees for the same level of care as those that are
funded by the council.

Disincentives to prioritise prevention

Although it is now universally recognised that providing for low level care needs can
prevent or delay the need for much more costly hospital admissions or entry into
residential care, this is not always reflected in practice. Councils rarely provide home
help type services at an individual level, although there has been some progress on
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the development of mechanisms for transferring funding from the NHS to broadly
preventative services, such as leisure, parks or libraries. In some areas of the country
GPs are able to access leisure services on prescription, for example. On the whole
however, the trend has been the other way, with council budgets suffering the brunt
of austerity cuts and, in relation to domiciliary care, a steady increase in threshold
requirements for service provision. So, whilst there are a few excellent examples of
how help with household tasks can mitigate the need for formal care services and
delay the need for residential provision, these are not widely available free of charge
and not usually provided by local authorities.

In so far as public provision is concerned, the creation of joined up bodies (in Wales
the Regional Partnership Boards) to provide a vehicle for the development of cross-
sector strategy are an overt recognition of the need for a seamless approach, but the
structure of the care economy continues to incentivise investment in buildings-based
services over the development of low-level care services. It is clearly not in the
interest of the vast bulk of residential care providers to prioritise the scope or quality
of domiciliary care, and by extension preventative personal or general public services.
The commercial viability of residential care depends on constant demand with most
operating on an assumption of 80% or above occupancy levels. The vision of
seamless integration is unlikely to be realised in a system where the priorities of
suppliers are unaligned with those of purchasers.

Fragmented provision

Whilst privately owned provision maintains its highly dominant position, there is no
counterbalance to a model that inevitably prioritises return on investment over the
well-being of carers or those they care for. Major expansion of publicly owned and
operated provision, capitalised through public borrowing, would create that
counterbalance by creating a financially transparent alternative to the opacity of the
private market.

Interest rates on public sector borrowing are typically considerably lower than those
available to private borrowers. Public Works Loan Board rates have increased over
the last few months but are currently still below 2%. Even without the inflationary
impact of speculative investment in residential care, the capital cost of council
provision is substantially lower than that of private investment where yields on capital
run at 11%.%2 Lower capital costs translate directly into lower service costs.

Domiciliary Care
The home care business is very different to residential care in that it is comparatively

asset light. It is nonetheless subject to similar drains on income, pertaining to debt
incurred through speculative acquisitions and the balance sheet value of intangible

12 Report from National Commissioning Board Task & Finish Group, Costing methodologies and cost
pressures in adult care homes, domiciliary care and supported living services in Wales, January 2021.



assets such as goodwill. Goodwill typically refers to the perceived benefit that flows
from being part of a group, amortised over maybe twenty years and charged to the
operator’s balance sheet.

5.34 Holding companies strip income from operators, creating strong imperatives to
minimise operating costs which are mostly staff costs. Low hourly pay is one element
of this, but evidence from care workers indicates that pressure to reduce costs also
impacts on clients through practices like clipping, whereby insufficient time is allowed
for travelling between clients which then eats into the time the carer is able to spend
with them.

5.35 The UK'’s biggest domiciliary care provider trades under the name Helping Hands.
Helping Hands is the operating name of Midshires Care Ltd. Whilst the structure to
which this company belongs is far less complex than the Priory Group, it is
nonetheless part of a group of companies, in this case owned by Holt Hold Co Ltd.

6.1 The legal framework for social care in Wales is set out in the Social Services and
Well-being (Wales) Act 2014.13 This comprehensive piece of legislation came into
force in 2016. The Act creates a number of over-arching duties beginning with the
promotion of the well-being of people who need care and support (and carers who
need support). It is not unreasonable to interpret this in terms of a statutory basis to
ensure that as little as possible of the finite resources available to fund social care
are lost in the form of leakages to higher than necessary capital costs or private profit.
Indeed, the Act itself supports this construction by creating a positive duty on local
authorities to promote, ‘social enterprises, co-operatives, user led services and the
third sector in the provision in their areas of care and support and support for carers’.

6.2  Whilst there is a substantial element of not-for-profit social care provision in Wales, it
Is important to be clear as to how the ability of commissioners to prefer not for profit
companies over other external providers is limited by public sector procurement rules,
but also the extent to which not for profit delivery agents can be bound into a supply
chain that includes links that are anything but not for profit.

6.3  The Public Contracts Regulations 2015 allow contracts for social care to be ‘reserved’
to social enterprise providers as this provides a mechanism for proactively supporting
this type of provider. This does not mean however that contracts can be awarded
directly to a particular social enterprise, but it does allow bidding to be restricted to
providers which qualify as such and which have not been awarded a reserved
contract within the preceding three years. This latter stipulation effectively prevents
an incumbent social enterprise provider being permanently protected from wider

13 Gov.Wales, Social Services and Well-being (Wales) Act 2014, the Essentials, 2019
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market competition. Contract terms under these provisions cannot exceed three
years.

Notwithstanding that not all ‘social enterprises’, as defined in the legislation, are
actually not for profit, there are multiple examples of how ostensibly public benefit-
oriented service providers can be used as vehicles to generate profits for parent
companies and/or lenders. Non-domestic rate relief for buildings-based sports and
leisure providers has prompted the creation of numerous so-called hybrid leisure
trusts which are tied into paying for head office services and/or loan facilities provided
on a for profit basis. Whilst the business model does not result in the level of leakage
to profit seen in the private care industry, it does nevertheless illustrate a major flaw
in the logic of preferring social enterprise providers.

Moreover, the economics of the residential care industry impacts on non- profit
providers, just as it does on small for-profit providers. In a climate of acquisition and
merger, incumbents are either targets for takeover or are themselves looking to grow
via that route.

A good example of the tendency of private supplier markets to move to oligopoly is
provided by the history of housing stock transfer over the first two decades of the
twenty first century. In a bid to move investment in public housing outside public
sector capital controls, the UK government promoted transfer to special purpose,
locally established, non-profit distributing housing companies. Transfers had to be
supported by a majority of tenants, who voted on the basis of proposals that invariably
included high levels of tenant involvement in governance and a local commitment.
This was critical to gaining majority tenant support and why the vast majority of
wholesale transfers were to newly created local bodies rather than to existing housing
associations.

Many, if not the majority, of the stock transfer associations have now been swallowed
up by large housing associations and in essence no longer exist. Local control and
accountability have largely disappeared, to be replaced by the complex group
structures associated with big business. Stock transfer associations that have
resisted merger and acquisition have tended to distance themselves from the local
authorities they spun out from.

Leisure Trusts, set up by local authorities purely to take advantage of the rate relief
available to charities in the sector, also frequently rebrand in ways that disassociate
them from the body that created them and usually provides virtually all their income.
Celtic Leisure, now being taken back in house by Neath Port Talbot County Borough
Council, is just one of many examples of such companies.

If the aim is to minimise leakage in the form of profits to holding companies or yields
to investors, the creation of a substantial element of direct provision is a far more
certain way of achieving these aims than the promotion of contracting out to social
enterprises.
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Key characteristics of co-production run through the design principles set out in the
2019 document, A Healthier Wales: our Plan for Health and Social Care. It is a term
that can mean different things to different people, but three of the design principles
are particularly relevant:

Independence — supporting people to manage their own health and wellbeing, be
resilient and independent for longer, in their own homes and localities, including
speeding up recovery after treatment and care, and supporting self-management of
long-term conditions.

Voice — empowering people with the information and support they need to
understand and to manage their health and wellbeing, to make decisions about care
and treatment based on ‘what matters’ to them, and to contribute to improving our
whole system approach to health and care; simple clear timely communication and
co-ordinated engagement appropriate to age and level of understanding.

Personalised — health and care services which are tailored to individual needs and
preferences including in the language of their choice; precision medicine; involving
people in decisions about their care and treatment; supporting people to manage their
own care and outcomes.

Co-production can be seen as opposite and in some conflict with traditional utilitarian
approaches to the design of public services, where the overriding principle is societal,
rather than individual well-being. In practice, public service providers must achieve
a balance between multiple competing needs and priorities, including those of both
current and future users of services, as well as the wider public from whose taxes
services are funded.

Local authorities are uniquely well placed to engage with service users as well as the
wider community at the strategic level. This can benefit service design, but they must
also ensure that there is a degree of consistency over what is provided within and
across local authority areas.

The term person-centred care is often used to describe a system which is able to
focus on the needs of individual service recipients. Such a system must be capable
of responding to a wide range of needs with appropriate support and interventions.
These will include different levels of domiciliary care, from home help type provision
through to support with complex needs; hospital-based care when required;
reablement to help people to return home and residential care for when they cannot.
Unless these currently separate and fragmented services work together to provide a
wrap-around service, overall provision cannot be truly person centred.



8.1

8.2

8.3

8.4

9.1

It is widely acknowledged that the current care system in Wales and the rest of the
UK is not fit for purpose.* Whilst private sector providers may argue that this is a
consequence of fees being set too low, there is good reason to believe that simply
increasing them will not on its own fix the problem. The way the market operates
would see a significant proportion of any increased expenditure pass through as
charges, fees and return on investment to the speculative investors who rely on
inflated capital values to extract income from hard pushed operators. Without a
dramatic increase in directly provided care services this is not likely to change, and
the public is unlikely to get good value for the very significant levels of spending on
this vital service.

The success of the NHS in replacing a broken private health care system with a
universal, free at the point of delivery, comprehensive service, clearly illustrates the
central significance of direct provision. Without it there will be an inevitable
continuation of a multi-tiered service leaving the service well short of what most would
expect a National Care Service to provide.

Without a core of public provision, a national service cannot be anything more than a
nationally commissioned service — simply a shift from local commissioning to national
commissioning. Whether this would improve standards or otherwise is a moot point,
but what is clear is that it would not fundamentally change the failing system of
commissioner/operator/holding company/financier. If Wales is to achieve the radical
change ministers have promised, it must include ‘publicly provided’ as a necessary
element of a National Care Service.

It is very difficult to see how the much vaunted ambition to create a wraparound
service that can be truly person centred can ever be achieved in a system that
depends on market mechanisms for major elements of it. Markets provide what is
profitable to suppliers and investors, and in a complex system like care, are highly
unlikely to offer the full range of integrated services envisaged in the Welsh
Government’s vision for social care.

One of the four design principles set out in the 2019 document is ‘A motivated and
sustainable health and social care workforce’. This paper has already set out how
the current delivery model creates incentives to keep operating costs as low as
possible. Low pay and minimal pension provision are the norm, along with working

14 “The current social care system is in crisis and not fit for purpose.” Labour, 2019

Social care system ‘unfit for purpose’ Anne Longfield, chair of the Commission on Young Lives and the
former children’s commissioner, 2021

Social care system 'not fit for purpose’, say nine out of 10 MPs, The Independent, 2017
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practices that ensure high churn rates and low levels of motivation. Current staffing
shortages in other areas of the UK economy, such as retail and hospitality, have
increased opportunities for care workers to move to employment that is less onerous
and often better paid. The result is a growing inability of the care sector to recruit and
retain the workforce needed to meet demand for care. Operators squeezed between
capped local authority rates and high capital and other central charges have little
option but to seek to minimise operational costs, but if this approach is allowed to
continue there will be little hope of attracting the additional 20,000 care workers the
Welsh Government believes are needed to meet growing demand over the coming
period.

A recent research report documents how care staff are negatively impacted by a
model that is effectively built on exploiting the workforce. Interviewees spoke of how
employers seemed to ‘prioritise profit over care’ and detailed how they systematically
set out to minimise cost through ‘chronic understaffing’ and ‘cutting corners on service
delivery’. The researchers identified an empirical basis for assertions in much of the
academic literature of their being a relationship between business models and cost
cutting behaviour:

‘investment-firm-owned care homes are cost-minimising in a context where they are
also attempting to deliver something in the region of a 12% return on investment to
their investors (Laing, 2008). In a revenue restricted environment (like the one
created by austere welfare policies) this is likely to lead to a downward pressure on
wages, staff benefits, investments in care home improvement, and quality of care, as
companies only have a limited number of ways that they can navigate cost pressures
(Schmitt, 2013)".%°

A recently published report of the Migration Advisory Committee (MAC),
commissioned by the Minister for Future Borders and Immigration concludes that ‘it
is clear that a long term, coherent workforce strategy, that is fully implemented with
adequate public funding, is vital to make social care an attractive, viable and
sustainable career’. The report goes on to recommend that a ‘People Plan for social
care in alignment with the NHS’ is developed. The NHS workforce plan is in fact an
excellent example of how a cohesive workforce plan can directly address problems
of recruitment and retention, but it is very difficult to see how it could be delivered if
the NHS were provided on the same delivery model as social care.

Public services, including those provided by local authorities benefit significantly from
sectoral pay bargaining. Costs are saved from not duplicating time and resources
involved at every point of service delivery and workforces benefit from the separation
of individual employers from the national negotiation machinery. It is conceivable
that a sectoral approach could be achieved whilst continuing with fragmented delivery
arrangements, but it is difficult to see how private companies could be forced into

15 Held to Ransom, Centre for Understanding of Sustainable Prosperity for UNISON, 2022
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compliance with it without legislation and the creation of costly new monitoring and
enforcement arrangements.

It is not unreasonable to conclude that without a major increase in the extent to which
social care is delivered directly by public bodies there will be little progress toward
the ambition of ‘a motivated and sustainable health and social care workforce’ and
without that there will be little chance of creating a service that the Welsh public would
recognise as a ‘national care service’.

Key considerations and assumptions;

The main issues to consider in any proposal are the current difficulties within the
service sector. Workforce matters around pay and conditions are the key topic
needing to be addressed, along with the resulting issues of recruitment and retention.

Overall funding of care cannot be ignored, and any proposal has to acknowledge the
market position and the current national net reduction and the widely accepted need
for greater spending.

Rebalancing the proportion of public and private provision cannot be ignored. Any
National Care Service that is recognisable as such, rather than simply a national
framework for commissioned provision or national system of personal budgets, would
have to be directly provided by public bodies. Establishing core principles by which
any such service would operate would require a high level of public sector
involvement, taking the fundamental drivers of equality in delivery, standards of care,
free at the point of use, etc. beyond contractual obligation or enforcement.

The Labour Party in England, within their proposals for a National Care Service,®
planned to set out the eligibility criteria for free personal care, to ensure that everyone,
no matter who they are or where they live, would be entitled to the same level of
support. Providing free personal care will be the foundation of any National Care
Service.

The case for change is absolute. The scope for the required change should be radical
and ambitious.

16 |_abour.org.uk, Towards the National Care Service Labour’s vision, 2019



11.1 Labour’s National Care Service proposals increased the role of Local Authorities in
planning, designing, delivering and evaluating care services. While all this activity
would be operated within national frameworks, Local Authorities were the main
vehicle for delivery of a much-expanded public sector offer in the care ‘market’.

11.2 Rebuilding local authority capacity to deliver care would be the main requirement. It
would be necessary to enable councils to focus on directly delivering public services,
rather than simply administration of funding, performance management and
negotiating contracts. Firstly, through a move from publicly funded commissioned
personal care to publicly-provided personal care and then, more slowly as investment
allowed, acquisition of the high-quality public sector residential care service capacity.
Labour proposals were predicated on the realistic assumption that an estate of care
homes would need be gradually built up.

11.3 The plan was to support local councils, ensuring they have sufficient capacity to take
over existing homes and services not only where they are failing, which is the only
point at which this has happened to date, but also where it would benefit efficient and
effective operation of those services. Within the wording and principle of that change
Is wide scope for interpretation. Though clearly, any interpretation of the wording
indicates the potential for radical and widespread ‘in-house’ movement for care
workers. Care workers currently in the private sector are the main focus for change.

11.4 Previous proposals accepted that Local Authorities, in their role of commissioning
services can reinforce nationally-set care sector standards and regulations. This
includes ethical standards of care, codes of conduct, workforce costs, sector wages
and workplace practices. However, it also recognises the limitations of
commissioning. The stated policy of Labour is “To ensure the long-term stability of
the social care sector, we will ensure care is delivered ethically, and start to build in-
house capacity in home care, working towards a system where the public sector plays
the maijority role in delivering care.’’

11.5 The case that the current system is not financially viable in the long term is also well
established. Four hundred care home providers collapsed in the five years up to 2018
(The Guardian, 2018)*® and councils are increasingly having care contracts handed
back (ADASS, 2019). In fact, seventy five percent of councils have now had contracts
returned to them according to ADASS.1° Additionally, more than forty-three thousand
residential beds and twenty-three thousand nursing care beds were lost across the
UK between 2013 and 2018.

17 Labour.org.uk, Towards the National Care Service Labour’s vision, 2019
18 https://lwww.theguardian.com/society/2019
19 ADASS.org.uk, ADASS budget survey, 2019
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Eighty two percent of Directors of Social Care report that they are concerned about
the sustainability of some of their home care providers, and seventy seven percent
about some of care home providers with nineteen percent expressing concern about
‘most’ of their providers.?° Covid-19 short term funding has helped to prevent greater
levels of failure, but there is profound uncertainty about the future.

The chairman of the Independent Care Group, a private sector lobbying body warned
of more failures and the need for changes in the finance model saying, ‘Care
providers have been suffering financial hardship for many years due to chronic
under-funding.’?

Market position in Wales

There are more than twelve hundred private homes in Wales. A total workforce of
one hundred and thirteen thousand people work in the social care sector in Wales,
estimated to be twenty thousand people short of requirement. Vacancy rates in the
sector are approaching ten percent.??

Home care

Home care costs can vary hugely, depending on location. There are significant
regional variations. Costs will also depend on: what sort of care is needed, how many
hours of care are needed, what time of the day and week care is needed (weekends
may cost more — and bank holidays can cost double.)

Depending on circumstances, care packages may be able to combine formal home
care support with informal support from relatives and friends. Having access to
respite care (a short stay in a care home), if needed, is a recommended option. This
is particularly important to consider if the family plays a large part in delivering the
care.

Sheltered accommodation

The cost of living in sheltered housing and extra care accommodation is made up of
separate parts. These parts include: a service charge for communal services, rent for
your individual property, heating costs, costs for housing-related support provided by
support workers, and costs for care services (where care is received).

Not surprisingly, fees vary by location, provider, the type of services provided and the
amount of care the resident receives. The average cost of a residential care home in
the UK, in 2020, was £34,944 a year, rising to over £48,720 a year when nursing care
is included.?®

20 https://www.adass.org.uk/adass-spring-survey-21

2! https://independentcaregroup.co.uk/ May 2020

22 Socialcare.wales, The Economic Value of the Adult Social Care sector - Wales Final report, 2018
23 Laing Buisson, Care of Older People UK Market Report 31st edition, 2020
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The costs of staying in a care home can vary considerably between care home
providers, individual facilities and regions. For example, the more specialised the care
(such as dementia care) the higher the care home fees.

There is generally a higher care home fee for places with more comfortable
surroundings and better-quality facilities. Care home fees are made up of hotel costs:
accommodation, laundry, meals, heating, lighting, etc. plus care costs: residential
care, nursing care, dementia care.

This presents some practical options for the idea that separating the care costs from
the residential elements of the care budget could be achieved.

If this could be specified clearly and with full transparency on all sides, then the option
to bring a larger percentage of the private workforce into the public sector whilst not
changing the nature or location of the provision in the short term (relatively) becomes
the obvious way to rebalance the sector. Addressing the key concern over wages
and working practice could be achieved in this way.

Cost of transition to public provision

“We are concerned that, by setting out this detail, we may give the unintended
impression that we believe structural change is what matters most. We do not. In
some ways we would prefer not to have to recommend any structural change at all.
All structural change involves effort, and money, which some people will argue would
be better used in supporting people. We do not disagree. But structural change is
necessary if the structures themselves are impeding good care and support for
people, which we believe is currently the case.” Case for a National Care Service,
Scottish Government, 2021

One of the chief criticisms and resistance to increased public provision are the
perceived associated costs. Employee costs, and the rise thereof, in particular are
often used as an obstacle to change. Any proposal must therefore address these
iIssues and suggest counter-argument or mitigation.

As discussed in this report, Social Care often operates on what appear to be wafer
thin margins and many front-line providers struggle to make a profit at all. On the
face of it then, moving to a non-profit public delivery model would not off-set the
increase in staff costs that will result from them being brought into the public sector.
However, the way that Social Care is financed means that huge sums leak from the
system in the form of payments to holding companies and ultimately, property
investors. A model which eliminates this would free up substantial sums that could
potentially off-set the additional costs.

The Scottish proposals for a NCS completely dismissed the notion of ‘nationalisation’
based on the prohibitive costs for acquiring the associated property. This was based
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on anecdotal evidence from an example in the Scottish Highlands. This argument
can be reduced by the clear imperative, included in the proposals here of separating
residential elements of cost (and ownership) and management of same from the
provision of care services.

Should a further suggestion be advanced that the private estate should at some point
be brought into public ownership, or a response to any alteration in the current
financial landscape to further advantage property costs against service costs, then a
proposal to fix rents for a period as finance protection on all sides would be prudent.

Market instability, coupled with the evidence of the number of contract ‘hand-backs’
make a compelling case for public intervention. They also present an opportunity for
acquisition; some providers and operators must be on the verge of financial collapse,
and this is certainly an argument made by representatives of the private sector. This
is a strong argument for the feasibility of change and it may be that many in the
currently private sector would welcome the opportunity to move or divest.

A recent report from Age UK estimated that in England ‘a lack of social care ... costs
the NHS an eye-watering £500 every minute’ or around £900m per annum. It is likely
that the situation in Wales is at least as bad if not worse. The problem is widely
acknowledged to be caused by a shortage of both residential and domiciliary social
care preventing the discharge from hospital of older people who no longer need
health care, but cannot return home without support or cannot access residential
care.

Increasing supply would clearly save significant NHS expenditure and, given that the
cost of keeping people in hospital is estimated at £400 a day, against around £100
for residential care, the level of that saving could even outweigh the cost of additional
care provision. There is therefore a strong financial case for simply increasing
funding for social care to allow local authorities to procure more beds in private
residential care and to increase domiciliary provision. However, as discussed
elsewhere in this report, simply increasing funding would not change the economics
of care. It would not remove the strong incentives at provider level to drive costs as
low as possible and would be unlikely to feed into significant improvements to the pay
and conditions of care workers. Nor would it fully translate into an improvement in
quality for customers.

Underfunding of care is clearly a problem, but it is not the whole problem. Unless
moves are made to remove care from a market system that prioritises yield to
investors, any increase in funding will, at least in part, be immediately lost in the form
of increased profits, inflated rents and debt charges. Moreover, retaining a
fragmented supply chain will work against the cross-sectoral efficiency that could flow
from the integrated system envisaged in ‘A Healthier Wales'.
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There is widespread recognition that the current provision and funding model for
social care in Wales is not working. Care providers are struggling to retain enough
income to remain commercially viable; care staff are demoralised and difficult to
recruit and retain; services are patchy, with many care recipients forced to top up fees
to secure residential care or left with minimal, effectively residual, domiciliary
provision.

The cost to the taxpayer goes well beyond that of care itself. The link between high
quality, domiciliary care provision and the likelihood of elderly people requiring
hospital care is well established, as is that between the time an elderly person spends
in hospital and the availability of convalescent care, either in a person’s home orin a
residential facility. Preventative domiciliary care is generally recognised as being
preferable to reactive health care and fit for purpose residential provision an essential
element in a seamless wrap-around package that makes best use of public funds and
looks after people when they most need it. But the social care system is fragmented,
inconsistent and often not integrated with the other services that make up the UK
welfare state.

The Welsh government is committed to addressing these issues. Fittingly, given the
prominence of Welsh MP Aneurin Bevan in the creation of the UK’s greatest social
policy achievement, the National Health Service, Welsh Ministers are promoting a
National Care Service for Wales. The promise is for a fully funded, universal, free at
the point of delivery service that works in the interest of all. This is something that is
widely supported but as this paper illustrates, will be difficult to achieve if it does not
address the incongruence between the aim of a universal, publicly funded service
and a delivery model that relies mostly on private sector provision. The architects of
the NHS were well aware that a model that relies on commissioning the services of
private companies could not deliver a universal health care system. This is why, in
the teeth of substantial opposition, Bevan insisted on provision through hospitals
owned and operated directly by the NHS.

The economics of social care are hopelessly entangled with the economics of real
estate. A capitalisation model that relies heavily on private equity leaves providers
exposed to cost pressures at the delivery level. These companies are heavily reliant
on high occupancy levels, and to remain viable they have little option but to try to
push costs down to their lowest possible level. Given that staffing is the biggest cost,
it is inevitable that front line care workers suffer the brunt of this, not just in terms of
pay but also working conditions and pensions. By comparison with their Council and
NHS counterparts, private sector care workers are the second-class citizens of the
caring professions. It is therefore unsurprising that the sector faces major recruitment
and retention issues.

These issues will not be addressed by simply replacing local authority commissioners
with nationally appointed commissioners. Nor, given the nature of the social care
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economy, will they be fully addressed by an increase in funding. Such an increase is
no doubt needed, along with a fair mechanism for achieving it, but any increase in
guaranteed income will drive up the capital value of care firms, making them even
more attractive as targets for merger and acquisition. All that means an increase in
the debt charged to balance sheets and a further drain on care home income and by
extension, the public purse. The likelihood of increased expenditure leading to any
major improvement in the terms and conditions of care workers seems slim.

Given that low pay and pension provision is clearly identifiable as a significant factor
in the failure of the current system, an increase in front line costs must be factored in
to any solution. For this to be affordable it is vital that the issue of leakage from front
line income is tackled. As discussed above, it is particularly important to ensure that
any increase in public spending on care services does not go to shore up yields to
speculative investors looking to profit from the Welsh taxpayer.

The interdependency of health and social care is well understood and clearly
reflected in the vision of Welsh Ministers. It is difficult to really know how much an
improved and effective care service would cost, but what is clear is that a large part
of this cost could be offset (potentially fully off-set) by cross-sectoral efficiency gains.

Just increasing the level of care to a level that would allow the timely discharge of
elderly hospital patients could save the public purse many millions of pounds in bed
blocking costs. But to create a fully integrated system that could drive end to end
synergies, from low level preventative home help, through to post hospital residential
care, requires a degree of joining up that is unlikely to be achieved in a system that
has hundreds of different suppliers, each with their own organisational goals and
objectives which, in many cases, have little to do with the efficacy of the health care
system as a whole and as discussed, often end up prioritising yield to investors over
the well-being of those in their care.

It is difficult to envisage a solution that does not involve a major expansion of public
sector provision. Creating a critical mass of publicly employed care workers would
be the best way to push up the terms and conditions of this neglected section of the
workforce, without creating an immediate crisis for front line care companies. This in
itself could transform the sector and deal with the crisis of recruitment and retention
that limits the ability of the sector to expand to meet rising demand and creates an
associated crisis for the NHS.

Bringing care staff into the employment of councils or the NHS would improve rates
of pay and working conditions and give access to decent pensions. The private sector
would have to respond to remain competitive but with public provision available,
pressure to increase fees would be lessened. Expanding public sector provision
would also act to check the inflationary impact of merger and acquisition by ensuring
a significant proportion of care is provided in buildings funded through lower cost
public sector capital.



13.11 A National Care Service that does not incorporate a renewal of public sector provision
will amount to little more than a national commissioning service. Whilst funding can
and should be increased, the impact of doing so will be reduced from what it could
be if the extra funding ends up in the pockets of real estate investors and the, often
non-UK companies that sit above the complex commercial structures that
characterise the industry. If this market model is allowed to continue care workers
will remain underpaid and there will be no end to the pressure on companies at the
delivery level to move away from low-cost delivery models.
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