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Glossary and definitions 

CAGR Compound annual growth rate 

Capital limit in 
residential care 

The assets threshold determining whether care home residents 
need to fully fund accommodation and care costs or are eligible 
for local authority support. Currently the capital limit is 
£50,000 (from April 2020) 

CIW Care Inspectorate Wales 

Constant prices Nominal values adjusted for inflation using actual or expected 
CPI 

Direct payments Monetary payments made by local authorities directly to adults 
for the purchase of social services 

Domiciliary care Practical services that assist the person to function as 
independently as possible and/or continue to live in their 
home. This definition is used in the ‘Adults receiving care and 
support’ data returns completed by Welsh local authorities for 
Welsh Government on activities of adults’ social services. 
Throughout the report we use the term ‘home care’ services 
when referring to expenditure or the provision of services at 
home, while use the term ‘domiciliary care’ when discussing 
workforce options.  

Financial assessment For those with an agreed package of care and support, the 
process determining weekly charges based the cost of service 
provision and on their income and assets  

Gross expenditure Total expenditure incurred by the local authority for the 
relevant social care services incurred in a financial year 

Home care Care services provided at a client’s own home, including 
personal care and other services. This definition is used in the 
Revenue Outturn Forms completed by Welsh local authorities 
for Welsh Government, which provide data returns on 
expenditure and income on social services (RO3). 

Income from sales, 
fees and charges 

Income from clients in respect of fees and charges collected 
during the financial year 

Informal care Care provided by family or friends (not by a care professional) 

Local Authority 
clients 

Adults receiving care and support services provided or 
arranged for by the local authority 
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Maximum weekly 
charge in non-
residential care 

The maximum that adult care recipients may be charged for 
non-residential care services received (other than those 
charged at a flat rate), irrespective of cost of provision and 
financial circumstances. Currently set at £100 per week (from 
April 2020) 

Needs assessment Process undertaken to assess whether an adult needs a 
package of care and support arranged for by the local authority 

Net current 
expenditure 

Derived as Gross expenditure minus Total income minus 
Specific and Special Government Grants 

Net present value 
(NPV) 

Constant values discounted using a 3.5% discount rate 

NHS Continuing 
Healthcare 

Nursing care funded and arranged for by the NHS and provided 
at home or in residential settings 

Nominal prices Values expressed in cash terms expressed in each year’s prices 
and not adjusted for inflation 

Non-personal care 
services 

For the purposes of this analysis these have been defined as 
other care services provided at home or in residential settings, 
covering laundry, shopping, help with housework etc.  

Other non-residential 
care services 

All other non-residential care services including day care, 
equipment and adaptations, supported accommodation etc. 
Although some of these services may also include a personal 
care element, only personal care services provided at home or 
in residential care settings have been considered when 
assessing the impact of providing fully funded personal care.    

Personal care services Care services covering personal hygiene, mobility problems, 
support at mealtimes, medication and general wellbeing. A 
working definition of personal care services used solely for the 
purposes of this analysis is provided in Annex 1. Also, for 
modelling purposes only personal care services provided at a 
client’s own home, or in residential settings have been 
considered when assessing the impact of providing fully funded 
personal care. 

Residential care 
 

Placements in local authority residential homes or independent 
care homes providing accommodation together with personal 
care 

Residential care with 
nursing 

Placements in establishments providing accommodation 
together with personal and nursing care. 

Self-funders Adults fully funding their own care (at home or in residential 
settings)  
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Workforce Headcount of paid workers in adult residential (including 
nursing) care and domiciliary care services in Wales. Our 
analysis of the workforce policy options is based on four job 
roles: managers, deputy managers, senior care workers, and 
care workers, as defined in Social Care Wales data. 
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Executive Summary 

Introduction 

The Welsh Government Inter-Ministerial Group (IMG) on Paying for Social Care was 
established in 2018 to consider how Welsh Government responds to the increasing need – 
and cost – for social care. With the advent of Welsh Government’s new Welsh tax raising 
powers, the group has been exploring the feasibility of introducing a potential levy or 
alternative, to raise additional funding in the medium to long term to help meet growing 
demand.  

Alongside determining how additional finance for social care might be raised, the IMG is 
examining what any additional finance raised in this manner could be spent on. Options for 
spending additional finance look at directing additional finance to tackle specific issues within 
social care to form a ‘promise’ to the contributing public. The aim of this research is to provide 
evidence and research to inform the thinking of Ministers on that social care promise. 

The Welsh Government developed a number of policy options for the use of additional 
funding raised from a potential levy or alternative and contracted LE Wales to assess the 
potential impacts of some of those options. The proposed options assessed by LE Wales 
include three options for offsetting the charges for residential and non-residential adult social 
care services that are paid by recipients of social care services (the ‘user charge options’) and 
four options that relate to investment in the adult social care workforce in Wales (the 
‘workforce options’). 

The research undertaken by LE Wales to assess the potential impacts of the policy options 
involves modelling potential future impacts over the period to 2035. There is inevitably a high 
level of uncertainty about impacts over this time period. This would be the case even if we 
understood fully what has happened in the past and what is happening now. However, the 
limitations on the available data means that we do not have a full picture of current provision. 
This is particularly true in relation to data about the pay of care workers in the independent 
sector; the characteristics of people in receipt of care services (and associated charges); and 
about those that may request a care needs assessment and become eligible for publicly 
funded care if elements of care provision were to be provided free of charge (current self-
funders and those receiving informal care). Our analysis tests the sensitivity of our results to 
some key assumptions, but uncertainty about impacts remains high. 

The COVID-19 pandemic has exacerbated these uncertainties.  

Nearly all of the data collection and most of the modelling and research outlined in this report 
was undertaken before the initial COVID-19 lockdown in mid-March 2020. Following a pause 
between April and August, this report is being finalised during Autumn 2020, when there have 
been recent increases in the number of cases in the general population.  
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The current high level of uncertainty about the longer-term impacts, coupled with a lack of 
data at this stage, means that we have not made specific adjustments to our projections to 
reflect the new COVID-19 world. Our projections of the impacts of the chosen policy options 
are provided as ranges and in interpreting those ranges in the light of COVID-19, our advice 
would be to consider them in the context of the uncertainties about the potential impacts of 
the virus outbreak, including on recruitment and retention in the workforce, demand for care 
services and the wellbeing of care recipients. Further detail on these potential impacts are 
provided in the Introduction chapter of this report. 

User charge options 

The impacts of three user charge options were assessed: 

 Option 1: Fully funded personal care. Personal care services would not be chargeable 
either for those in residential care or for those in receipt of non-residential care 
services in their home. 

 Option 2: Fully funded non-residential care. No user charges for non-residential care 
services, including both personal and non-personal care. Charging arrangements 
would remain unchanged for residential care. 

 Option 3: Fixed weekly contribution towards residential care costs for self-funders. 
A fixed weekly contribution of around £100 to £150 is made towards overall 
residential care fees for people who pay for their own residential care (‘self-funders’), 
regardless of the size of their package of care. It is not a contribution towards any 
particular aspect of a care package and does not interact with the charging regime. 
Charging arrangements would remain unchanged for non-residential care. 

The costs of these options are presented in Table 1 below. In order to provide a direct 
comparison across the different options we present the estimated cost of each option in 2021 
and the Net Present Value costs for the period 2021-20351. Costs for all options are 
disaggregated by age band and the costs for Option 1 are also disaggregated across non-
residential care (Option 1a) and residential care (Option 1b).  

The combined Net Present Value (NPV) of option 1 in the period 2021-2035 is around 
£2,690M in the ‘high’ cost estimates and around £1,860M in the ‘low’ cost estimate. For 
option 2 the combined NPV is around £2,940M in the ‘high’ cost estimate and £2,280M in the 
‘low’ cost estimate. Finally, for option 3 the NPV ranges between approximately £690M 
(‘high’) and £450M (‘low’). 

 
1 Although any option will not realistically be implemented from 2021, solely for the purposes 
of the modelling we used 2021 as the first year of implementation of each policy option. 
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Table 1 Summary of option costs (£ million) 

Options: 1a  1b  1   2  3  
 High Low High Low High Low High Low High Low 

     18-64      
Cost in 
2021 

42 24 0.4 0.3 43 24 99 63 0.3 0.2 

NPV 2021-
2035 

530 299 4.9 4.0 535 303 1248 789 3.4 2.2 

     65+      
Cost in 
2021 

84 52 65 55 149 107 119 105 47 31 

NPV 2021-
2035 

1,192 741 966 812 2,159 1,553 1,694 1,490 688 453 

     Total      
Cost in 
2021 

126 76 66 55 192 131 218 167 47 31 

NPV 2021-
2035 

1,722 1,040 971 816 2,693 1,856 2,942 2,280 691 455 

Note: Constant 2020 prices (£ million). NPV calculated over the period 2021-2035 using a 
3.5% discount rate; 
Option 1a: providing fully funded personal care at home (non-residential care). For existing 
local authorities’ clients the ‘High’ cost estimate assumes that 80% of total charges from 
clients (for home care services including direct payments) are no longer collected, while the 
‘low’ cost estimate is constructed using a cell-based model (with 80% of home care services 
including direct payments assumed to represent the personal care component). ‘High’ cost 
estimate also assumes a 70% switch from privately purchased care to public provision and a 
10% switch from informal care to public provision. ‘Low’ cost estimate also assumes a 50% 
switch from privately purchased care to public provision and a 5% switch from informal care 
to public provision; 
Option 1b: providing funded personal care in residential care homes (fixed weekly 
contribution of £210 (‘high’) or £177 (‘low’)); 
Option 1 total: combination of option 1a and 1b; 
Option 2: providing fully funded non-residential care services. For home care services 
(including direct payments) we used the assumptions adopted in option 1a for the ‘high’ 
cost estimate.  For all ‘other’ non-residential care services, the ‘Low’ cost estimate assumes 
no switch from private or informal care to public provision, while the ‘High’ cost estimate 
assumes that 50% of the proportional increase observed for personal care due to private 
and informal care provision is also observed for ‘other’ non-residential care services; 
Option 3 providing a fixed weekly contribution to self-funders in residential care homes 
(£150 (‘high’) or £100 (‘low’). 
Source: LE Wales calculations 
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Stakeholders recognised the financial benefits to servicers users and their families of these 
user charge options but expressed concerns about the potential demand effects of fully 
funded personal care; and about the potential for fully funded non-residential care to affect 
decisions about whether people receive residential or non-residential care services. 

Workforce options 

Three key outcomes are modelled to consider the impact of the workforce options: the 
number of workers, the associated costs and the quality of care. Given these outcomes, the 
modelling is separated into two main components: 

1) Workforce model: An increase in pay and/or conditions is associated with an increase 
in recruitment/retention of staff and with higher costs. That is, the model assumes a 
positive relationship between the number of workers and workforce costs.  

2) Quality of care model: An increase in pay and/or conditions is assumed to lead to an 
improvement in the quality of care. That is, based on very limited available evidence, 
an increase in hourly wages for care workers would reduce the proportion of 
establishments in need of improvement.  

Both models focus exclusively on adult residential and domiciliary care. The workforce 
options consider changes in basic wages as well as improvements in terms and conditions. 
The latter in this case enter the model as increases in the on-costs that come on top of wages. 

More specifically, the impacts of four workforce options were assessed: 

 Option 4a: Uplift of care worker wages to the real living wage. This option involves 
increasing wages to at least at the level of the real living wage. No changes are made 
to other terms and conditions. This means that the pay of care workers in the lowest 
pay band in the independent sector would increase. 

 Option 4b: Uplift of care worker wages to NHS Agenda for Change pay rates. This 
option involves increasing wages to the level of NHS Agenda for Change pay rates for 
equivalent staff grades. No changes are made to other terms and conditions. 

 Option 4c: Uplift of care worker wages to Local Authority pay rates. This option 
involves increasing wages to the level of local authority pay rates for equivalent staff 
grades. No changes are made to other terms and conditions. Under this option, the 
pay of care workers employed directly by the local authorities remains unchanged. 

 Option 4d: Uplift of care worker wages to NHS Agenda for Change pay rates and 
terms and conditions. This option involves increasing wages to the level of NHS 
Agenda for Change pay rates for equivalent staff grades. Other terms and conditions 
are also assumed to change to NHS Agenda for Change terms. In this case, two sub-
options are considered for changes in terms and conditions: (i) Increases in on-costs 
of five percentage points for managerial roles and 10 percentage points for care 
workers; and (ii) Increases in on-costs of 2.5 percentage points for all roles modelled. 
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The figure below shows a summary of the impacts of each workforce option, based on the 
central estimates. It also shows the totals for the baseline scenario – against which the impact 
of each option is assessed. 

Figure 1 Summary of impacts of workforce options 

Note: Option 4a = Real living wage; Option 4b = NHS Agenda for Change (AfC) pay; Option 
4c = Local authority pay; Option 4d (main) = NHS AfC pay & conditions (on-costs increase 
between 5 to 10 pp); Option 4d (alternative) = NHS AfC pay & conditions (on-costs increase 
by 2.5 pp). 
The size of the workforce in 2021 (the starting period for the modelling) is 44,875. The care 
quality model does not take outputs from the workforce model as its inputs. We assume 
that an increase in care workers wage has a positive impact on care quality, based on our 
own analysis of the NMDS-SC, but we do not model any transmission channels between the 
two models (because we have not seen any evidence how this channel should work).*CIW 
do not currently award establishment ratings in this way, but we have used data from 
England to assume the same percentage of establishments in Wales would be in need of 
improvement. 
Source: LE Wales Workforce Model 

The summary shows that stronger interventions (e.g. higher pay rises) are associated with 
larger impacts and higher costs. Interventions may increase the workforce by as much as 7.3% 
over the baseline scenario but may also raise costs by more than 25%. 

Overall, the modelling results suggest that improving terms and conditions alongside 
increasing wages may be the most cost-effective way of boosting the workforce. This is 
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illustrated best by comparing the impacts of option 4b and option 4d. These two options see 
the same increase in wages for workers but differ in the terms and conditions. The improved 
terms and conditions in option 4d increase the additional workforce by 309% in the main 
scenario.2 At the same time, the costs associated with those improved terms and conditions 
increase by 177%.3 The increase in workforce is larger in relative terms than the increase in 
costs.  

Terms and condition improvements may be more cost effective since workers may be more 
susceptible to changes in working conditions than to changes in wages. This idea is consistent 
with the views of stakeholders interviewed for this research who emphasised the importance 
of terms and conditions – several felt that pay rises on their own were not enough. 

Given the uncertainty around a number of modelling inputs and assumptions, three estimates 
are produced for each policy option – referred to as low, central, and high estimates. The net 
present value (NPV) of the additional cost (in 2020 prices) of each option is provided in the 
table below. 

Table 2 Baseline and additional policy option cost, NPV over 2021-2035 (£ million in 
2020 prices) 

Option Low estimates Central 
estimates 

High estimates 

Baseline  13,534  
Option 4a: real living wage 263 325 387 
Option 4b: NHS Agenda for 
Change pay 

759 898 1,040 

Option 4c: local authority 
pay 

2,865 3,656 4,532 

Option 4d (main); NHS 
Agenda for Change pay & 
conditions* 

2,328 2,485 2,646 

Option 4d (alternative); 
NHS Agenda for Change 
pay & conditions**  

1,162 1,306 1,453 

Note: The various estimates are produced by varying the estimate of the elasticity of labour 
supply. Literature on the wage-labour supply relationship shows that there is a positive, 
albeit small, relationship between wages and the number of workers in a job. The modelling 
approach measures the percentage increase in the number of workers associated with a 
one per cent increase in wage. For example, if labour elasticity is 0.5, for a 1% increase in 

 
2 Percentage change in additional workers in option 4d relative to option 4b: ((50,478 – 
47,422) – (48,170 – 47,422))/(48,170 – 47,422). 
3 Percentage change in additional NPV costs in option 4d relative to option 4b: ((16.0 – 13.5) 
– (14.4 – 13.5))/(14.4 – 13.5). 
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wage, the number of workers increases by 0.5%. Three estimates are used given the 
available evidence; low = 0.06, central = 0.37 and high = 0.68. *Based on an increase in on-
costs by 5 to 10 percentage points. **Based on an increase in on-costs of 2.5 percentage 
points.  
Source: LE Wales Workforce Model 

For each workforce option, we also show in the report the implications of the option for the 
ratio of care recipients to direct care workers (i.e. the headcount number of care recipients 
per direct care worker - also measured in headcount and comprising senior care workers and 
care workers only). These comparisons show that in the baseline the number of care 
recipients per direct care worker is projected to increase from 1.25 in 2021 to just under 1.6 
by 2035. Each of the workforce options improves on this, though they all imply increases in 
the number of care recipients per direct care worker by 2035. Option 4c (local authority pay) 
is the best performing option on this measure, leading to a reduction in the ratio over the first 
six years and then an increase to 1.48 by 2035. This suggests that if Welsh Government 
wanted to maintain the current ratio of care recipients to direct care workers through to 2035, 
then additional measures over and above the modelled policy options would need to be 
taken. 

Overview  

Our analysis illustrates the potential cost and other impacts of each of the policy options 
against a baseline scenario. There is a high degree of uncertainty associated with the size of 
these impacts. This uncertainty has been exacerbated by the potential impacts of the COVID-
19 pandemic. 

There was wide agreement amongst the stakeholders4 that we spoke to that the main 
challenge facing social care in Wales (immediately prior to the COVID-19 outbreak) is the crisis 
in recruitment and retention of care workers, particularly in domiciliary care. Providers across 
Wales are struggling to recruit and retain suitable staff at current rates of pay. The care sector 
is consistently losing staff to other sectors, such as the retail sector, which offer better pay 
and conditions. Consequently, improving the pay and conditions of care workers was 
regarded as crucial to the sustainability of social care provision in Wales. Without this it may 
not be possible to meet the demand for care packages. 

Stakeholders also emphasised the importance of terms and conditions of employment other 
than pay, with some suggesting that increases in pay on their own would not be enough to 
address the issues.  Improvements to pay and conditions for the care workforce will also 

 
4 Our consultations with stakeholders were limited to a relatively small number of 
stakeholders mainly representing employers of social care workers and regulatory bodies for 
this sector. This means that our work does not directly capture the perspective of care 
workers or of care recipients or informal carers.  
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benefit care workers and their families and it was also suggested that this would lead to 
increased resilience for the Welsh foundational economy. 
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1 Introduction 

1.1 Policy context 

The Welsh Government Inter-Ministerial Group (IMG) on Paying for Social Care was 
established in 2018 to consider how Welsh Government responds to the increasing need – 
and cost – for social care. With the advent of Welsh Government’s new Welsh tax raising 
powers, the group has been exploring the option of introducing a potential levy or 
alternative to help raise additional funding to meet growing demand.  

Alongside determining how additional finance for social care might be raised, the IMG is 
examining what any additional finance could be spent on. Options for spending additional 
finance look at directing additional finance to tackle specific issues within social care to form 
a ‘promise’ to the contributing public. 

Vaughan Gething MS, Minister for Health and Social Services, made an oral statement at 
the National Assembly for Wales providing an update about the work of the IMG on Paying 
for Social Care on 4 February 2020.5 

1.2 Main aims of this research 

The aim of this research is to provide evidence and research to inform the thinking of 
Ministers on a social care promise. 

The Welsh Government developed a number of policy options for the use of additional 
funding raised from a potential tax and contracted LE Wales to assess the potential impacts 
of some of those options.  

The proposed options assessed by LE Wales include three options for offsetting the charges 
for residential and non-residential adult social care services that are paid by recipients of 
social care services and four options that relate to investment in the social care workforce 
in Wales. 

For the three options that involve offsetting the user charges for social care services, we 
have assessed the potential public expenditure costs and the impacts on service users (i.e. 
the reduction in the charges that they pay). For the workforce options, we have assessed 
the public expenditure costs and the potential impacts on recruitment and retention of the 
workforce and the potential consequences for care quality. 

We have assessed the impacts in quantitative terms as far as we can and we have 
supplemented this with a qualitative description of other potential impacts. 

 
5 This statement is available at: https://gov.wales/oral-statement-update-work-inter-
ministerial-group-paying-social-care. 

https://gov.wales/oral-statement-update-work-inter-ministerial-group-paying-social-care
https://gov.wales/oral-statement-update-work-inter-ministerial-group-paying-social-care


Introduction 

 

 

2 
LE Wales 

Additional funding for social care 
 
 

For all options we have assessed the impacts over the period 2021 to 2035. 

1.3 Methods  

In order to model and assess the impacts of the policy options, LE Wales has: 

 collected and collated data from a range of different sources, including directly 
from local authorities in Wales; 

 reviewed existing relevant research; and 
 spoken with a limited number of stakeholders. 

One model was used to assess the user charge options and a separate model to assess the 
workforce options. The user charge model is a development of the LE Wales Social Care 
Funding Model that has been used in previous modelling work for the Welsh Government. 
The workforce model is a new model developed for the purposes of this research but using 
a similar approach to previous work undertaken by London Economics for the purpose of 
workforce modelling in the healthcare sector in England6.  

Further details on the methods used are provided in the remainder of this report. 

1.4 COVID-19 implications 

Nearly all of the data collection and most of the modelling and research outlined in this 
report was undertaken before the initial COVID-19 lockdown in mid-March 2020. Following 
a pause between April and August, this report is being finalised during Autumn 2020, when 
there have been recent increases in the number of cases in the general population.  

Recent research estimated that over the period of the first wave of the COVID-19 pandemic 
(between the week ending 13 March 2020 and the week ending 26 June 2020) there were 
1,074 ‘excess’ deaths in care homes in Wales - of these, 680 were linked to COVID-19.7 The 
number of excess deaths represents about 6% of the number of beds available in adult care 
homes in Wales. These figures do not include deaths of care home residents outside of a 
care home (e.g. in hospital) and they do not include deaths of domiciliary care recipients or 

 
6 When assessing the results and comparing the findings with previous analysis in the health 
sector, it should be noted that information on workforce numbers and pay in Wales is not 
as good and comprehensive (especially for the independent sector) compared to the health 
sector. 
7 For an analysis of excess deaths in Welsh care home see Jones S and Patrignani, P (2020) 
‘Long term care and the COVID-19 crisis in Wales’ available at https://ltccovid.org/wp-
content/uploads/2020/06/COVID-19-LTC-situation-in-Wales.pdf. For a comparison across 
the UK Nations of data on COVID-19 and care homes over this period see Bell et al (2020), 
available here: https://ltccovid.org/wp-content/uploads/2020/08/COVID-19-mortality-in-
long-term-care-final-Sat-29-1.pdf  

https://ltccovid.org/wp-content/uploads/2020/06/COVID-19-LTC-situation-in-Wales.pdf
https://ltccovid.org/wp-content/uploads/2020/06/COVID-19-LTC-situation-in-Wales.pdf
https://ltccovid.org/wp-content/uploads/2020/08/COVID-19-mortality-in-long-term-care-final-Sat-29-1.pdf
https://ltccovid.org/wp-content/uploads/2020/08/COVID-19-mortality-in-long-term-care-final-Sat-29-1.pdf
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of care workers. As they are data for deaths only, they do not reflect other impacts on 
physical and mental health for care recipients, for care workers or for unpaid carers. 

At this stage, the potential long-term impacts of COVID-19 on the care sector in Wales are 
unclear. The main areas where there might be long term impacts currently seem to be as 
follows. 

 Impact on care recipients’ well-being: To limit the spread of contagion, care homes 
have imposed strict rules on outside visitors (including a complete halt to visits 
during the lockdown period). The interaction between care recipients and care 
workers has also significantly changed due to the stricter sanitary rules imposed as 
a reaction to the outbreak. All these factors may have a deep effect on the 
psychological well-being of fragile older adults, exacerbating the indirect impact of 
the pandemic.       

 Number of care recipients. In addition to the deaths of care recipients in care 
homes and in domiciliary settings, a reluctance for new people to receive care 
services from individuals from outside of their immediate family may be reducing 
the overall demand for formal care services. This could also impact occupancy rates 
for care homes with implications for their potential financial viability. Data on these 
aspects of the current situation (other than deaths in care homes) are not publicly 
available. Since the future path of COVID-19 is uncertain, it is also difficult to judge 
the extent to which any reduction in demand is likely to be only a temporary 
phenomenon, and if so, how long it lasts. 

 The care workforce. It is clear from news reports that care workers in Wales faced 
a very difficult time and also faced risks for their own health over the first wave of 
the pandemic,8 and a one-off payment of £500 for each care worker was also 
announced by the Welsh Government in May. There may now be better 
recognition of the value of the care workforce amongst the general population 
than there was previously. Significant job losses in other parts of the economy are 
expected in the coming months, which may make it easier to recruit and retain care 
workers for a time.9  Overall, it is very difficult to judge what the combined effects 
of these factors will be on ease of recruitment and retention in the care workforce 
over the period to 2035.  

 Methods of service provision. During the COVID-19 pandemic, providers of care 
services have had to change the way that they work significantly in order to comply 
with the restrictions, but also to try and find ways to minimise impacts on the 
people they are caring for. This has included higher costs (e.g. due to the use of 

 
8 For early research in this area, see Embregts et al (2020) - 
https://journal.ilpnetwork.org/articles/10.31389/jltc.40/  
9 Though it seems less likely that these job losses will occur in sectors such as healthcare 
and supermarkets which are often seen as the main competitors for the care sector. 

https://journal.ilpnetwork.org/articles/10.31389/jltc.40/
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PPE) and more use of digital technologies.10 There is some possibility that these 
changes may lead to longer term change in practices with possible implications for 
costs, wellbeing workforce needs etc. 

 Unpaid carers. The preference for people to be cared for in their own families 
rather than to receive care services from others given the risks from COVID-19, and 
the unavailability of some care services due to COVID-19 restrictions, is likely to 
have put more pressure on unpaid carers.11 The extent to which this will continue 
will depend on the path of the virus outbreak and the impacts on the care 
workforce and methods of service provision. 

The current high level of uncertainty about the longer term impacts, coupled with a lack of 
data at this stage, means that we have not made specific adjustments to our projections to 
reflect the new COVID-19 world.  

Our projections of the impacts of the chosen policy options are provided as ranges and in 
interpreting those ranges in the light of COVID-19, our advice would be to consider them in 
the context of the uncertainties outlined above.  

Although the impact of COVID-19 may significantly affect the options in absolute terms (e.g. 
number of care recipients, workforce numbers), it may have a much smaller effect on the 
relative ranking of the options. So, for example, our judgement is that setting pay at the 
level of the NHS Agenda for Change pay rates would have a bigger impact on recruitment 
and retention than increasing wages to at least the level of the real living wage, irrespective 
of the impact of COVID-19. 

 
10 For example, the Care Inspectorate in Scotland report (in relation to care services at 
home) that “the increased use of technology and creative alternative approaches to support 
had positive outcomes for some people who experience care and these developments 
should help inform new service responses.” 

 See: 
https://www.careinspectorate.com/images/documents/5816/Delivering%20CAH%20and
%20HSS%20during%20the%20COVID-19%20pandemic%20-
%20%20FINAL%2022092020.pdf  
11 For preliminary research on the impacts of COVID-19 on unpaid carers in the UK and in 
Germany, see Giebel (2020) - https://ltccovid.org/2020/09/21/impact-of-covid-19-related-
social-support-service-closures-on-people-with-dementia-and-unpaid-carers-a-qualitative-
study/ and Rothgang et al (2020) - https://ltccovid.org/2020/09/20/how-covid-19-has-
affected-informal-caregivers-and-their-lives-in-germany/  

https://www.careinspectorate.com/images/documents/5816/Delivering%20CAH%20and%20HSS%20during%20the%20COVID-19%20pandemic%20-%20%20FINAL%2022092020.pdf
https://www.careinspectorate.com/images/documents/5816/Delivering%20CAH%20and%20HSS%20during%20the%20COVID-19%20pandemic%20-%20%20FINAL%2022092020.pdf
https://www.careinspectorate.com/images/documents/5816/Delivering%20CAH%20and%20HSS%20during%20the%20COVID-19%20pandemic%20-%20%20FINAL%2022092020.pdf
https://ltccovid.org/2020/09/21/impact-of-covid-19-related-social-support-service-closures-on-people-with-dementia-and-unpaid-carers-a-qualitative-study/
https://ltccovid.org/2020/09/21/impact-of-covid-19-related-social-support-service-closures-on-people-with-dementia-and-unpaid-carers-a-qualitative-study/
https://ltccovid.org/2020/09/21/impact-of-covid-19-related-social-support-service-closures-on-people-with-dementia-and-unpaid-carers-a-qualitative-study/
https://ltccovid.org/2020/09/20/how-covid-19-has-affected-informal-caregivers-and-their-lives-in-germany/
https://ltccovid.org/2020/09/20/how-covid-19-has-affected-informal-caregivers-and-their-lives-in-germany/
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1.5 Other constraints 

Social care charges and funding is an area that is difficult to model because of the complexity 
of the system and the limited data available.  

Bespoke data for the modelling were collected directly from local authorities in Wales – this 
fed into both our modelling of the charge related options and the workforce options. The 
tight timescales for our work,12 together with the other pressures on local authority staff, 
both limited the scope of our requests and made it difficult for local authorities to respond 
fully to those requests.  

Our consultations with stakeholders were limited to a relatively small number of 
stakeholders mainly representing employers of social care workers and regulatory bodies 
for this sector. This means that our work does not directly capture the perspective of care 
workers or of care recipients or informal carers. Our understanding is that Welsh 
Government is or will be undertaking wider consultations. 

An important part of our research was to model the potential impact of pay increases and 
improvements in terms and conditions on the care workforce in Wales. We have done this, 
but it is important to note that the evidence base is weak in several respects. The evidence 
on what current levels of pay are for care workers, and how those vary by job role, is weak 
particularly for the independent sector. There are many employers in the sector each with 
their own pay and conditions, job roles etc. The evidence that links pay with recruitment 
and retention is also weak and the evidence that links pay with improvements in care quality 
is even weaker. This is largely because existing research in this area is extremely limited and 
so these relationships are not known with any degree of certainty. They are also likely to 
vary across Wales, as labour market conditions vary across Wales and most of care provision 
is provided by the independent sector. All of our modelling, however, has been undertaken 
at the Wales level due to data, time and budget constraints. 

The COVID-19 crisis has shown the importance of having high-quality and timely 
information available for the care sector, both on care recipients13 and the workforce (as 
most care workers are employed in the independent sector). Regulated providers were 
expected to submit their first annual returns to Care Inspectorate Wales in May 202014, but 
that has been delayed to next year due to the pandemic. Data from these returns will be 

 
12 The research was undertaken over a four month period between December 2019 and 
March 2020. 
13 There is no official information on self-funders and also information on number of care 
recipients at a point in time is no longer collected from local authorities (only totals during 
the year). 
14 The areas of information to be covered in the annual returns are set out in the ‘Regulation 
and Inspection of Social Care (Wales) Act 2016’ and ‘The Regulated Services (Annual 
Returns) (Wales) Regulations 2017’ 
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helpful in future particularly if they are made available in an accessible format for research 
purposes. Local authorities also hold a variety of micro-level information on care recipients’ 
characteristics, user charges and fees, services provided etc. but the information is often 
not readily accessible (depending on the IT systems and organisation of each local 
authority). Measures to make this (anonymised) information available for research in the 
future would aid future modelling exercises of this nature. 

The research undertaken by LE Wales to assess the potential impacts of the policy options 
involves modelling potential future impacts over the period to 2035. There is inevitably a 
high level of uncertainty about impacts over this time period. This would be the case even 
if we understood fully what has happened in the past and what is happening now. Our 
analysis tests the sensitivity of our results to some key assumptions, but uncertainty about 
impacts remains high and has been exacerbated by the COVID-19 pandemic. 
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2 Impact of user charge options 

2.1 Context 

The Social Services and Well-being (Wales) Act 2014 came into force in April 2016. This 
provided new priorities for social care and a new legislative basis for activities such as care 
needs assessments and financial assessments. 

Under the Act, local authorities have a duty to provide or arrange care services for people 
in need. However, this is subject to an assessment process, comprising a needs assessment 
to determine eligibility for care services and a financial assessment (where local authorities 
decide to use their discretion to charge) to determine how much the individual should 
contribute to the cost of required adult care services. The services themselves are often 
provided by independent providers. 

The criteria for financial assessment are complex, but broadly, for adult residential care 
services, individuals with less than a threshold value in all savings and assets (including 
property) – currently £50,000 - are eligible for public support and none of their assets will 
be taken into account in the financial assessment. They can, however, be asked to 
contribute towards the cost of care based on their weekly income, subject to a minimum 
guaranteed income (Minimum Income Amount), currently £32 per week (from April 2020). 
Those with assets greater than this threshold (known as ‘self-funders’) pay for the cost of 
their care. Local authorities set annually the maximum fee they will pay to independent care 
homes providing residential care services. The Charge covers both care and living 
accommodation costs in care homes. 

For adult non-residential care services, some services (such as transport to day care centres) 
have to be provided free of charge to users, while others (e.g. meals) are charged at a flat 
rate. For other individual services, local authorities have discretion in setting the level of 
care charges, subject to a financial assessment determining total weekly contributions 
(based on the cost of service provision and care recipient’s assets and income) and a 
maximum weekly charge for all such services received by any individual. The maximum 
weekly charge was introduced by the Welsh Government in April 2011 at £50 per week and 
has since risen to £100 per week (from April 2020). 

2.2 Summary of policy options assessed 

The three policy options for offsetting the user charges for residential and non-residential 
social care services were as follows.  

Option 1: Fully funded personal care 

Currently, the financial assessment is applied to people in receipt of social care services, 
including personal care services (such as care relating to personal hygiene, getting dressed, 
assistance with eating) and so users may be required to make a contribution towards the 
cost of personal care services. Under this policy option, personal care services would not be 
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chargeable either for those in residential care or for those in receipt of non-residential care 
services at home. This is similar to a policy already in place in Scotland. 

Option 2: Fully funded non-residential care 

As noted above, the financial assessment is currently applied to people in respect of most 
non-residential care services. Under this policy option there would be no user charges for 
non-residential care services, including both personal and non-personal care. Charging 
arrangements would remain unchanged for residential care. 

Option 3: Fixed weekly contribution towards residential care costs for self-funders 

Under this option, a fixed weekly contribution of around £100 to £150 is made towards 
overall residential care fees for self-funders, regardless of the size of their package of care. 
It is not a contribution towards any particular aspect of a care package and does not interact 
with the charging regime. Charging arrangements would remain unchanged for non-
residential care. 

2.3 Overview of modelling approach 

The LE Wales Social Care Funding Model has been used on a number of previous occasions 
to model the impact of policy changes in respect of user charges in Wales. The model is a 
cell-based model that groups people into ‘cells’ based on their characteristics across a 
number of dimensions (e.g. age, gender, household type, disability type) using data from 
the Family Resources Survey. For each cell the probability of being in receipt of LA-funded 
care is estimated using a logit model15. For this research, the model has been extended so 
that each of the proposed user charge policy options can be modelled. 

The model is used in order to: 

 project future demand for social care services in Wales, based on current and 
predicted trends;  

 estimate ‘Baseline’ projections for social care costs for adults to 2035 based on 
current or announced policy; and 

 provide an assessment of the costs of each of the three proposed options over the 
same time period. 

 
15 The model fits a logistic regression using whether or not the individual is in receipt of care 
from ‘Local Authority home help or home care worker’ as the dependent variable and age 
band, gender, disability type, whether married, single cohabiting or single living alone and 
whether homeowner as explanatory variables . The model was run separately for younger 
(18-64) and older adults (65+). In order to have a sufficient number of observations we 
pooled together information from Wales and the English regions (excluding London) and 
used Family Resources Survey data between 2014/15 and 2017/18. 
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The model has two modules for adult services: one which projects the number of non-
residential care service users and associated expenditure; and the other which projects the 
number of users living in residential care settings and associated expenditure. Both modules 
are consistent with the model schematic shown below. 

Figure 2 LE Wales Care Funding Model schematic 

 

Source: LE Wales 

All costs are modelled in constant 2020 prices for the period 2021 to 2035 and NPVs of cost 
are estimated in order to compare the present value cost of each policy option. The 
incremental costs of each policy option are calculated by comparison to the ‘Baseline’ 
projection. 

Data for the model were collated from a range of sources, including: 

 StatsWales data on social care recipients and expenditure; 
 Family Resources Survey data on income, assets, household type, disability, receipt 

of LA social care services16 etc.;  

 
16 The Family Resources Survey has a section on ‘Help Given and Received (Care)’, also 
covering formal (including Local Authority home help) and informal care received. 
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 ONS population estimates and projections by age; 
 Information from UKHCA (on home care costs), Welsh local authorities (on fees 

etc.), Laing & Buisson (on residential care costs); 
 National Survey for Wales for information relating to demand for care services17; 
 Information on social care workforce provided by Social Care Wales; 

In addition, we made a bespoke data request to local authorities in order to capture 
necessary information unavailable from published sources. In particular, it collected data 
on the characteristics of care recipients to enable modelling of the financial assessment 
process (see Annex 3 for details on the survey forms and summary findings). 

2.4 Baseline projections 

In Box 1 we present the main assumptions used in projecting services and costs between 
2021 and 2035. The projections were undertaken separately for home care services (also 
including direct payments)18, other non-residential care services, and residential care 
services without and with nursing. The baseline projections are based on information 
submitted by Welsh local authorities and published on StatsWales and refer to care 
recipients whose care and support is provided or arranged by the local authority. Self-
funders who arrange their care directly and those receiving NHS Continuing Healthcare 
services are not captured in the local authority data.  

Clearly, all projections are uncertain by nature, but it should also be noted that some of the 
information used in the model is based on old information (marital status projections), while 
some other information that would have been useful was not available at all (characteristics 
of individuals in residential care settings). Also, the current experimental data series for 

 
17 The National Survey for Wales has a section on ‘Social Care Services’, including questions 
on ‘Whether have had help from social care services’, ‘Whether have needed help from 
social care services but not had it’ and ‘ Whether agree good social care services are 
available in the area’. See https://gov.wales/national-survey-wales-results-viewer   
18 Direct payments were included with home care services as they also have a personal care 
component (see also how free personal care services are provided in Scotland to individuals 
in their own homes at https://www.gov.scot/publications/free-personal-nursing-care-qa/). 
For simplicity and to minimise the burden on responding local authorities, in the survey we 
only gathered information on the proportion of charges attributable to domiciliary care 
services. Information on direct payments was drawn from StatsWales 
(https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-
Services/Service-Provision) and in the model we used the same distributional assumptions 
and assumptions on future trend used for domiciliary care services. 

https://gov.wales/national-survey-wales-results-viewer
https://www.gov.scot/publications/free-personal-nursing-care-qa/
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
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volume of services published on StatsWales19 only started in 2016/17 and has incomplete 
coverage (as not all local authorities managed to provide full information for all services in 
the period)20. The projections are based on information available at the beginning of March 
2020 and do not take into account more recent developments (although they do 
incorporate the revised ONS population projections released in June 2020).  

When discussing income and expenditure, for simplicity we refer to ‘contribution from the 
local authority’ and ‘contribution from the care recipient’ to identify the share of costs 
borne by the local authority and the share of costs borne by the care recipient. In practice, 
the local authority negotiates a fee with care providers for each type of service and pays 
the provider directly and then collects the contribution from the care recipient (based on 
the financial assessment).  

Our projected trends in costs of service provision are designed to reflect recent pressures 
in unit costs and assume much faster growth than inflation over the period to 2024 (5.5% 
growth for home care services and 4.3% for residential care services, compared to an 
inflation rate ranging between 1.4% and 2.1%). After this initial period, in which costs rise 
at a fast rate, reflecting recent market conditions and planned increases in the National 
Minimum Wage, nominal unit costs are projected to rise by 3% per annum (compared with 
2% long-term inflation forecast). All cost series are presented in constant prices, with 2020 
used as the base year, meaning that all nominal values were deflated to reflect expected 
growth in real costs only.  

Box 1 Main assumptions on future trends used in the LE Wales Care Funding 
model 

Baseline volume of services provided 
 In the baseline scenario, volume of services are based on the information 

reported by local authorities and published on StatsWales and only capture 

 
19 Adults Receiving Care and Support, Experimental statistics. Reflecting new assessment 
process set out in Part 3 (Assessing the needs of individuals) of the Social Services and Well-
being (Wales) Act 2014. https://statswales.gov.wales/Catalogue/Health-and-Social-
Care/Social-Services/Adult-Services/Service-Provision. As reported on StatsWales: ‘While 
extensive efforts have been made to gather reliable and accurate information from local 
authorities, 2016-17, 2017-18 and 2018-19 data remains imperfect. In 2017-18, Caerphilly 
and Newport were only able to provide data up until the 13th February 2018 and 6th March 
2018 respectively. This was due to both local authorities migrating to a new ICT system 
during the year. The Vale of Glamorgan was unable to provide data for 2017-18, due to 
technical issues with their ICT systems. Caerphilly was unable to provide data for 2018-19, 
due to technical issues with their ICT systems.’ 
20 The limited data availability meant that we were unable to incorporate recent trends in 
the provision of care services in the projections of future demand for different types of cares 
services 

https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
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local authority supported clients under the existing system (those receiving care 
and support provided or arranged for by the local authority), so by definition 
excluding self-funders and those receiving NHS Continuing HealthCare;  

 Population by age and gender changes in line with the ONS’ 2018 based-
population projections for Wales (revised figures released in June 2020);  

 Marital and partnership status baseline reflects Labour Force Survey figures for 
2019 and changes in line with the ONS’ 2008-based marital status projections 
(most recent projection available); 

 For single people the ratio of those living alone and those living with others 
remains constant over time;  

 Individual lifestyle patterns and the number of healthy years remain similar to 
current trends and are not affected by future policy changes (e.g. change in the 
state pension age); 

 For home care and other non-residential care services the cells were broken 
down by age band, gender, household type, disability status and housing tenure 
using information from the Family Resources Survey on characteristics and 
whether Local Authority care services were received. The disaggregated figures 
were then projected over the period (up to 2035) to produce an estimate on 
the number of services provided over the period. The proportion of the 
population receiving care was calibrated using information on the volume of 
services provided in 2018/19; 

 For residential care, cells were only broken down by gender and age band as 
we do not have information on other characteristics for care home residents; 

 Home ownership rates and disability prevalence are assumed to remain 
constant by age band, gender and household type; 

 Supply of care and support accommodates demand; 
 There are no positive or negative shocks affecting demand and supply of care 

and support (e.g. change in tastes, technological advances). 
 These demand projections are mainly driven by population trends. Recent 

trends in service volumes (numbers of care recipients) are hard to discern as a 
break in the data series means that data are only available for the last three 
years. Those data seem to show declining or broadly stable service volumes 
(with gaps in the data for some local authorities). The reasons for this – at a 
time when the older population has been increasing - are not clear.  We have 
not made any adjustment in the model to reflect these recent data , but it 
should be noted that future demand for services may not necessarily rise in line 
with population increase.  

Trends in unit costs of service provision 
 The nominal unit cost of providing home care and all other non-residential 

services grows by 5.5% per annum up to 2024 and by 3% thereafter in nominal 
terms. The short-term figure reflects recent trends in the minimum price for 
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home care (developed by the UK Homecare Association21) and trends in Local 
Authorities’ fees22. The rate reflects pressure on costs in the short term and 
after this initial period we assumed that costs grow by 1 percentage point more 
than forecasted long-term inflation (2%); 

 Residential care unit costs grow in nominal terms by 4.3% per annum up to 2024 
and by 3% thereafter. The short-term figure reflects the median growth rate in 
Local Authority fees for residential care clients observed between 2016/17 and 
2019/20. The rate reflects pressure on costs in the short term and after this 
initial period we assumed that costs grow by 1 percentage point more than 
forecasted long-term inflation (2%); 

 Income from clients (fees and charges) and income from other sources increase 
at a 3% nominal annual rate over the entire period for all types of services; 

 Inflation is projected to grow following the latest forecast from the Office for 
Budget Responsibility for CPI23, with a long-term forecast (2024 onwards) of 
2%;  

 All cost projections are presented in constant prices (i.e. adjusted for inflation), 
with 2020 used as base year;  

 For the purposes of the modelling exercise, the maximum weekly charge for 
non-residential care was set at £100 per week (the rate since April 2020) and 
kept constant in real terms over time.  

Non-residential care services  

Volume of services 

In Figure 3 we show the projections for the volume of home care services (also including 
direct payments), grossed up to represent all 22 Welsh Local Authorities. While the volume 
of services is projected to stay largely constant over time for younger adults (reflecting 
population trends slightly diminishing over time for the group aged 18 to 64), the volume 
of services for older adults is projected to go up by 38% in the period 2021-2035, in response 
to a projected increase in the population aged 65 and above.  

Other non-residential care services were defined as all services different from home care 
and direct payments (excluding also all residential care services and assessment and care 
management)24. The trend in the volume of services is assumed to evolve in line with the 

 
21 See the latest figure at https://www.ukhca.co.uk/downloads.aspx?ID=434  
22 Reported by UKHCA see latest figure at: 

 https://www.ukhca.co.uk/downloads.aspx?ID=589 
23 https://obr.uk/faq/where-can-i-find-your-latest-forecasts/ 
24 They cover Supported and other accommodation, Day care, Equipment and adaptations, 
Meals and Other services to older people  

https://www.ukhca.co.uk/downloads.aspx?ID=434
https://www.ukhca.co.uk/downloads.aspx?ID=589
https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
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projected trend for home care services, thus staying relatively flat for younger adults and 
growing by around 38% for older adults between 2021 and 2035. 

Figure 3 Projected baseline number of care recipients for home care services 2021-
2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). The ‘home care’ series combines 
domiciliary care and direct payments (volume of services during the year); figures for 
2018/19 are based on the ‘Adults receiving services by local authority and age group’ 
series published on StatsWales and grossed up to include all 22 Welsh Local Authorities. 
The grey shaded area represents the projections years relevant for the analysis (2021 to 
2035). The projections exclude self-funders and those receiving NHS Continuing 
Healthcare services. The approach and assumptions used for the projections are outlined 
in Box 1. 
Source: LE Wales projections 

Projected net current expenditure  

The projections for volume of services were combined with projected trends in unit costs 
to generate projections for total gross expenditure, income from clients and other income 
and net current expenditure (calculated as the difference between gross expenditure and 
any income received). 

Real net current expenditure on home care services is projected to rise by almost 28% 
between 2021 and 2035 for the group aged 18-64 (compound real annual growth rate of 
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1.8%) and by 72% for the group aged 65+ (compound real annual growth rate of 4%), with 
a combined net expenditure reaching £617M by the end of the period. 

For all other non-residential care services, real net current expenditure is projected to grow 
by £90M for younger adults (for this group there is a high spend on supported and other 
accommodation) and by £57M for older adults between 2021 and 2035 (total growth of 
74% and 29%, with CAGR around 4% and 1.8% respectively). 

Figure 4 Projected baseline net current expenditure for home care services, direct 
payments and other non-residential care services 2021-2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). The ‘home care’ series combines home 
care and direct payments (net current expenditure) and is expressed in constant terms 
using 2020 prices as base. ‘Other’ non-residential care services cover Supported and other 
accommodation, Day care, Equipment and adaptations, Meals and Other services to older 
people. The grey shaded area represents the projections years relevant for the analysis 
(2021 to 2035). The projections exclude self-funders and those receiving NHS Continuing 
Healthcare services. The approach and assumptions used for the projections are outlined 
in Box 1. 
Source: LE Wales projections 

Residential care services  

Projected number of care recipients 

In this section we look at the baseline projections for the number of care recipients in 
residential care without and with nursing (with care and support provided or arranged for 
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by the local authority) 25. Again, figures on the number of residents were grossed up to 
cover all 22 Welsh Local Authorities and only cover projections for local authority supported 
client under the existing system (excluding self-funders and those receiving NHS Continuing 
HealthCare). The number of younger adults in residential care settings is projected to 
decline slightly in the period considered (around -2% between 2021 and 2035), while the 
number of adults aged 65+ receiving residential care services is projected to grow by 
approximately 40% between 2021 and 2035.  

Figure 5 Projected baseline number of care recipients for residential care with and 
without nursing 2021-2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are represent volume 
of services during the year and are grossed up to include all 22 Welsh Local Authorities 
(based on the ‘Adults receiving services by local authority and age group’ series published 
on StatsWales). The grey shaded area represents the projections years relevant for the 
analysis (2021 to 2035). The projections exclude self-funders and those receiving NHS 
Continuing Healthcare services. The approach and assumptions used for the projections 
are outlined in Box 1. 
Source: LE Wales projections 

 
25 The baseline projections are based on the figures reported by local authorities and 
published on StatsWales. These figures exclude self-funders who arrange residential care 
services independently and those receiving NHS Continuing Healthcare. 
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Projected net expenditure 

Real net current expenditure on residential care services is projected to rise by 18% for 
younger adults between 2021 and 2035 (compound annual real growth rate of 1.2%) and 
by almost 70% for the group aged 65+ (compound annual real growth rate of 3.9%), with 
the combined net expenditure (sum of all lines in Figure 6) reaching almost £780M by the 
end of the period. 

Figure 6 Projected baseline net current expenditure for residential care services 2021-
2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. The grey shaded area represents the projections 
years relevant for the analysis (2021 to 2035). The projections exclude self-funders and 
those receiving NHS Continuing Healthcare services.  The approach and assumptions used 
for the projections are outlined in Box 1.  
Source: LE Wales projections 

2.5 Option 1: Fully funded personal care 

Under this policy option personal care services would not be chargeable either for those in 
residential care or for those in receipt of non-residential care services at home. This is 
similar to a policy already in place in Scotland. 

For the purposes of the modelling and the assessment of this policy option, we have used 
the working definition of personal care set out in Annex 1. Any care items that is not listed 
would be chargeable, as under current arrangements. It should be noted that the definition 
of personal care used was provided by the Welsh Government solely to support this 
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modelling exercise and it was based on a similar definition to the Scottish Government 
model26.   

It should also be noted that (as detailed further in the next sections), no specific information 
is currently available on provision of or expenditure on personal care services, as local 
authorities do not currently identify personal care services separately from other services 
provided.  

2.5.1 Impact of introducing free personal care in Scotland 

Free personal care (FPC) was first introduced in Scotland in July 2002. From that date, 
people aged 65 and over who have been assessed by the local authority as requiring 
personal care services27 

 cannot be charged by the local council for personal care provided at home; 
 can receive a weekly payment for personal care provided in care home (a flat rate 

of £177 in 2019/20 and £180 from April 2020). 

In April 2019, free personal care was extended to adults of all ages who are assessed by the 
local authority as requiring it.28 

There was a large increase in expenditure on residential and home care for older people 
following the introduction of free personal care for those aged 65 and over in 2002. Some 
changes may not have been attributable to the free personal care policy, but Audit Scotland 
(2008)29 estimated that the additional costs attributable to the free personal care policy 
were around £600 million over the first four years. 

Bell et. al (2007)30 note that there was a 10% increase in the overall number of local 
authority home care clients between 2002 and 2005, and that of those, the number 
receiving personal care increased by 62%. They argue that the main source of this additional 

 
26 See https://www.gov.scot/publications/free-personal-nursing-care-qa/  
27 Scottish Government. (2019). Free Personal and Nursing Care. Retrieved 10 December 
2019, from http://www2.gov.scot/Topics/Health/Support-Social-Care/Support/Adult-
Social-Care/Free-Personal-Nursing-Care 
28 Care services are also free for children. 
29 Audit Scotland (2008). A review of free personal and nursing care. Retrieved 10 December 
2019 from https://www.audit-
scotland.gov.uk/docs/health/2007/nr_080201_free_personal_care.pdf  
30 Bell, D. N. F., Bowes, A. M., & Dawson, A. (2007). ‘Free personal care in Scotland: Recent 
developments. Retrieved 09 December 2019, from 
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-
people.pdf 

https://www.gov.scot/publications/free-personal-nursing-care-qa/
http://www2.gov.scot/Topics/Health/Support-Social-Care/Support/Adult-Social-Care/Free-Personal-Nursing-Care
http://www2.gov.scot/Topics/Health/Support-Social-Care/Support/Adult-Social-Care/Free-Personal-Nursing-Care
https://www.audit-scotland.gov.uk/docs/health/2007/nr_080201_free_personal_care.pdf
https://www.audit-scotland.gov.uk/docs/health/2007/nr_080201_free_personal_care.pdf
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-people.pdf
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-people.pdf
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demand for personal care services is likely to have been previously unmet demand, 
suggesting that the increases are not explained by other factors such as demographic 
trends, higher rates of disability or reductions in informal care. Some of the previously 
unmet demand may have come from policies to reduce the number of older people staying 
in hospitals. 

While there is limited research on the impact of free personal care on the quality of personal 
care, some research has shown that free personal care has had an impact on other forms 
of care. In particular, the increase in the supply of personal care has been associated with 
some signs of improvement in hospital care31 and informal care32. However, non-personal 
care provision by local authorities may have been reduced due to the demand pressure 
from personal care. Furthermore, while the number of people receiving personal care and 
the hours of personal care have not decreased, there is evidence that it has taken people 
longer to be assigned care after the initial assessment.  

2.5.2 Views of stakeholders on fully funded personal care in Wales 

A common view amongst the stakeholders consulted was that, in an ideal world, social care 
would be free at point of use, as with NHS healthcare services. However, there was also a 
recognition that this would be very expensive and of the need to be financially realistic. 

It was noted that personal care would represent a very high percentage of expenditure on 
social care services, though this data is not collected by local authorities as there has been 
no need to disaggregate the data in this way. Those care recipients who currently contribute 
towards the cost of what could be classed as personal care services would gain, and this 
would be the main advantage of this option, though it was noted that the financial 
assessment process means that those who are worst off do not currently pay for personal 
care. 

Several stakeholders referred to the experience of Scotland, where this option is in 
operation. They noted their view that demand for care services had exceeded supply, 
causing big delays in service provision. Social care in Scotland was interpreted as being 
rationed as a consequence, with potential consequences for care quality.  

Stakeholders referred to a number of potential disadvantages of this option as follows:  

 Potential for increased demand for personal care services: some local authorities 
had previous experience of increases in demand following the introduction of the 
weekly cap on non-residential care services. However, this previous increase in 
demand might reduce the potential for further increases – they might be less than 

 
31 As hospital beds have been vacated through discharge of some older people into care 
homes or into the community with domiciliary care provision. 
32 As informal carers have switched from providing personal care to providing more non-
personal care, such as switching from washing or dressing to emotional and social support.  
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the increases in demand experienced in Scotland when free personal care was 
introduced. 

 The potential for creating user dependency. Free personal care might influence the 
assessment process by encouraging a greater tendency to assess needs as personal 
care, leading to greater user dependency on personal care services. This would 
conflict with Welsh Government policy of helping people to be as independent as 
possible.  

 Since non-personal care services would still be subject to a financial assessment, 
there might be little saving in the admin costs (and costs for users) of undertaking 
the financial assessments. 

 Potential additional financial risk for independent care providers if payments from 
local authorities for free personal care are insufficient to meet costs – this might 
result in care providers having to look for other ways of raising additional money if 
local authority payments were insufficient to cover the costs of personal care (in 
order to remain financially viable). Local authority provided services face a similar 
risk in respect of payments from Welsh Government. 

2.5.3 Modelling results and interpretation 

Cost of funded personal care at home 

Assumptions and limitations 

This option is modelled assuming that personal care is fully funded for individuals receiving 
care services at home. There is no limit to the amount of personal care services and 
associated expenditure under this option, but all services are subject to a care needs 
assessment defining the type and volume of services to be provided.  

In Box 2 we present the summary of assumptions and definitions used in the modelling. A 
detailed explanation is shown in Box 3, presented in Annex 3.  As highlighted, the exercise 
is particularly difficult, due to the lack of information on personal care, the charging 
structure currently in place in Wales (financial assessment and maximum weekly charge), 
the absence of microdata with detailed information on individuals receiving care, their 
financial circumstances, care services received, charges paid and cost of providing the 
services. 

Although we collected summary information from Welsh local authorities on these areas, 
the data was collected by summary cells to enable respondents to provide information. 
Also, some responding local authorities were unable to report the information due to how 
their data systems are currently structured. Furthermore, as this was a non-standard and 
particularly complex data collection, it is possible that reporting errors, inconsistencies or 
gaps in the data occurred. 
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Box 2 Option 1 – Summary of assumptions and definitions 

 The personal care element was set at 80% of the cost for home care services and 
direct payments. The remaining 20% would continue to be chargeable as under 
existing policy.  

 All other non-residential care services (provided outside the care recipient’s own 
home) are not affected by the option.  

 All costs refer to the additional net expenditure (gross expenditure minus 
revenue from service users) of the option compared to the situation in the 
baseline scenario.  

 In general, for existing service users this additional net cost is equal to the charge 
revenue that has been lost to local authorities (LAs), because services are no 
longer chargeable. For new service users that decide to take up local authority 
care services as a consequence of the fully funded personal care policy the 
additional net cost is equivalent to the cost of the additional services that have 
to be provided free of charge by the LAs. For each type of user we have 
constructed a ‘high’ and ‘low’ cost scenarios. 

 For existing local authority clients:  

 the ‘high’ cost estimate assumes that local authorities lose all of their 
charging income from clients for personal care services and that these 
services represent 80% of all charging income from home care and direct 
payments; 

 The ‘low’ estimate approach uses a cell-based modelling (using summary 
information provided by local authorities) to try and account explicitly for the 
existing charging structure (financial assessment and maximum weekly 
charge). 

 For self-funders privately purchasing home care services:  
 Based on available information33 we assumed in the model that 15% of total 

hours of home care are privately purchased; 
 In the modelling exercise we assumed that 70% of privately purchased hours 

of home care would be fully funded in the ‘high’ cost scenario and only 50% 
would in the ‘low’ cost scenario; 

 As before, personal care services represent 80% of total home care costs; 

 
33 Social Care Wales. ‘Care and support at home in Wales - Five-year strategic plan 2017-
2022’ available at https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-
year-strategic-plan-report_v11.pdf and Care Inspectorate Wales. ‘Above and Beyond - 
National review of Domiciliary Care in Wales’.  
https://careinspectorate.wales/sites/default/files/2018-
03/161027aboveandbeyonden.pdf page 16 

https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
https://careinspectorate.wales/sites/default/files/2018-03/161027aboveandbeyonden.pdf
https://careinspectorate.wales/sites/default/files/2018-03/161027aboveandbeyonden.pdf
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 For individuals currently receiving informal care services:  
 Based on information from the Family Resources Survey34, around 4.5% of 

the adult population in Wales receive some form of informal care; 
 For the purposes of the modelling we have assumed a 10% switch from 

informal to formal care as a result of the introduction of funded personal 
care in the ‘high’ cost estimate and a 5% switch in the ‘low’ cost estimate 
(and that 80% of that constitutes the personal care element). 

 All the estimates are subject to a high level of uncertainty and should be 
interpreted as trying to provide a plausible range of costs. In particular there is 
uncertainty on: 
 The number of self-funders and individuals receiving informal care and how 

many may be willing to switch to care and support provided by the local 
authority; 

 The number that would pass a needs assessment and the type of care 
package that would be agreed (and the relative cost).   

Impact on net current expenditure 

In Table 3 we present estimates for the cost of implementing the option in 2021 (with some 
sensitivity analysis), while in Figure 7 we provide baseline net expenditure and the 
estimated additional cost associated with the option over the period 2021-2035. The cost 
of the option in 2021 is estimated to be around £126M in the ‘high’ cost estimate and £76M 
in the ‘low’ cost estimate and to rise to almost £182M by 2035 under the ‘high’ cost estimate 
(and £110M in the ‘low’ cost estimate). 

As highlighted in the table and charts, there is wide variation in the total costs based on the 
assumptions used. Also, while there is an upper bound for the cost of the option for existing 
LA funded clients (based on charges paid), there is very limited information on privately 
funded clients and especially informal care recipients. The very high cost associated with 
the provision of personal care to the latter group is explained by the large number of 
individuals receiving informal care services (according to Social Care Wales, 96% of care at 
home in 2014/15 was provided by unpaid carers35). While there is no direct evidence on the 
number of informal care recipients that may switch to formal care, research on Scotland 

 
34 According to Family Resources Survey data (2015-2018), around 4.5% of the adult Welsh 
population was in receipt of some form of informal care (excluding those already receiving 
both formal and informal care) and the proportion is much higher (over 10%) for older age 
groups 
35 Social Care Wales. ‘Care and support at home in Wales - Five-year strategic plan 2017-
2022’ available at https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-
year-strategic-plan-report_v11.pdf  

https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
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noted that36 that there was a 10% increase in the overall number of local authority home 
care clients after the introduction of FPC (between 2002 and 2005). 

Table 3 Option 1a: Cost of providing fully funded personal care at home (£ 
million) – 2021 

Category Existing local 
authorities’ clients 

 

Self-funders 
 

Informal care 
recipients 

 
Assumption 80% of 

total 
costs 

Cell 
based-
model 

70% 
switch 

50% 
switch 

10% 
switch 

5%   
switch 

Cost 18-64  9.3 6.7 3.2 2.3 29.7 14.8 
Cost 65+  35.3 23.3 21.1 15.1 27.2 13.6 

  Total  44.6 30.0 24.2 17.3 56.9 28.5 
 

 18-64 65+ Total 
Overall cost (high) 42.2 83.6 125.8 
Overall cost (low) 23.8 52.0 75.8 

Note: Constant prices using 2020 as base. Increase in net current expenditure. 
Source: LE Wales calculations 

 

 
36 Bell, D. N. F., Bowes, A. M., & Dawson, A. (2007). ‘Free personal care in Scotland: Recent 
developments. Retrieved 09 December 2019, from 
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-
people.pdf 

https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-people.pdf
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/2075-scotland-care-older-people.pdf
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Figure 7 Option 1a - cost of providing fully funded personal care at home 2021-2035  

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. Figures include home care services and direct 
payments. The grey shaded area represents the projections years relevant for the analysis 
(2021 to 2035).  
Source: LE Wales projections 

Cost of funded personal care in care homes 

The second module of option 1 is based on providing fully funded personal care in 
residential settings. Solely for the purposes of the modelling exercise, and consistently with 
how FPC is administered in care homes in Scotland37, we have assumed that the 
contribution will be paid as a flat rate payment to care home providers for eligible 
individuals. As already mentioned, when we refer to ‘contribution from the local authority’ 
and ‘contribution from the care recipient’, we refer to the share of the cost paid by the local 
authority and the share recovered from the care recipient (collected by the local authority 
and based on the financial assessment) respectively.  

 
37 In Scotland, the payment is made directly from the council to the residential care provider 
(for those eligible to receive free personal care after a needs assessment), with current rate 
for FPC set at £180 per week. See https://careinfoscotland.scot/topics/care-homes/paying-
care-home-fees/personal-and-nursing-care-in-care-homes/  

https://careinfoscotland.scot/topics/care-homes/paying-care-home-fees/personal-and-nursing-care-in-care-homes/
https://careinfoscotland.scot/topics/care-homes/paying-care-home-fees/personal-and-nursing-care-in-care-homes/
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In the analysis we have assumed, for the purpose of the modelling exercise only, that this 
weekly contribution will be directed to both self-funders (those currently not receiving any 
contribution from the local authority) and current LA funded clients paying most of their 
fees (due to high income) to ensure that care recipients in the latter group (those receiving 
a local authority contribution worth less than the weekly entitlement for fully funded 
Personal Care) will receive a contribution from the local authority at least as high as the 
contribution given to self-funders. However, it should be noted that there are other 
potential ways of providing FPC to eligible individuals in care homes (e.g. the local authority 
will cover all personal care costs rather than providing a flat rate contribution) and that the 
mechanism outlined here was solely adopted to support the modelling exercise. 

In Table 4 below we provide a summary of the assumptions used to estimate the number 
of individuals that would be affected by the proposed change. 

In particular, the number of self-funders was estimated using information on available 
places38, occupancy rate39 and the number of LA funded clients in residential care (without 
nursing). For care with nursing the number of self-funders was estimated using information 
on the number of clients receiving Funded Nursing Care (provided by Local Health Boards40). 
Also, at least four responding local authorities typically arrange care provision for self-
funders when requested (paying the full fee at the rate negotiated by the local authority) 
and we used that information to provide a lower bound for proportion of self-funders (as 
some may not engage with the local authority at all). The information collected from the 
local authorities was also used to construct different rates for self-funders for younger and 
older adults, as the former group typically has a very low rate of self-funders (although no 
exact figures are available, the numbers reported by local authorities were extremely low). 
Based on numbers collected from Local Authorities we also estimated the number of clients 
currently contributing a high proportion of overall fees (who would be affected by the 
option as modelled in the analysis).  

Furthermore, we collected information from local authorities on care costs as a percentage 
of total residential care costs (i.e. excluding living and accommodation costs etc.). The 
percentage was around 44% for residential care without nursing and slightly higher (47%) 
for residential care with nursing. We then assumed that 80% of these costs could be 
identified as personal care costs and used a common rate for both types of care (set at the 

 
38 Provided by Care Information Wales 
39 From KnightFrank, occupancy rate around 90% 
https://www.knightfrank.co.uk/research/care-homes-trading-performance-review-2019-
6698.aspx,. Similar information on occupancy rate was collected in the survey of local 
authorities on directly managed care homes 
40 Information was provided to the Welsh Government by Local Health Boards and made 
available for this modelling exercise. According to the estimate provided, in 2017/18 there 
were 5,076 individuals in receipt of Funded Nursing Care, with 3,498 receiving LA funding 
and 1,578 self-funders. Figures for 2018/19 were reported to be broadly similar. 

https://www.knightfrank.co.uk/research/care-homes-trading-performance-review-2019-6698.aspx
https://www.knightfrank.co.uk/research/care-homes-trading-performance-review-2019-6698.aspx
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£210, the rate estimated for residential care without nursing). Information on care residents 
for whom the local authority was ‘contributing’ less than £100 or £150 was collected 
through the survey of Welsh local authorities (see Table 4) and was very low for younger 
adults, while it ranged between 1.5% and 3% for older adults. 

In Scotland the FPC element was paid at £177 per week during 2019/20 (and has risen to 
£180 from April 2020). To illustrate the potential impact of varying the flat rate contribution 
on overall costs, we also provide the cost associated with setting the same rate in Wales41, 
which would imply setting the personal care element at about 67% of the value of the care 
component of residential care costs (compared to 80% previously used).  

Table 4 Assumptions used for cost of funded personal care in residential 
settings 

Category Residential care 
without nursing 

 

Residential care 
with nursing 

 
 

 18-
64* 

65+ Total 18-
64* 

65+ Total 

Self-funders (%) 2% 31.2
% 

28.1
% 

2% 31% 30% 

Self-funders estimate from 4 Local 
Authorities (%) – median 

  23.3
% 

  21.6
% 

Implied number of self-funders in 
19/20 (point in time) – rounded 

30 3660 3690 <10 1570 1575 

% of LA clients for whom the local 
authority net contribution is less than 
£100** 

0.07
% 

2.3%  0.01
% 

1.5%  

% of LA clients for whom the local 
authority net contribution is less than 
£150** 

0.22
% 

3.2%  0.01
% 

1.8%  

 

 
41 The 2019/20 rate was uprated each year using the expected increase in nominal unit costs 
for residential care of 4.3% 
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Median fee (19/20)*** £595 £627**** 
% of overall costs attributable to care 
component 

44.2% 47.1% 

Weekly contribution for personal care 
element (80% of care component) - 
high 

£210 £236 (£210 used for 
modelling purposes) 

Cost of personal care element in 
Scotland in 2019/20 - low***** 

£177 £177 

Note: * Own assumptions based on responses from Local Authorities; ** Excluding self-
funders. Reporting average across responding local authorities; *** Although costs of 
service provision is typically higher for the category aged 18-64 that is mostly driven by 
care recipients with learning disabilities and ad-hoc care packages (already been funded 
by the local authority). We have assumed a standard rate for self-funders across age 
bands; **** Excluding contribution from local health boards; ***** Corresponds to 
approximately 67% of the overall care component for residential care without nursing and 
60% of the overall care component for care with nursing.  
Source: LE Wales calculations based on information from CIW, KnightFrank, Welsh 
Government (from Local Health Boards) and Local Authority Survey 

In Table 5 below we show the estimate for the additional cost in 2021 of implementing the 
option (ranging between £55M and £66M), while in Figure 8 we show baseline projections 
and additional costs over the period 2021-2035, with additional costs around £109M in 
2035 in the ‘high’ cost estimates compared with £91M in the ‘low’ cost scenario. The costs 
are largely driven by the older age group reflecting the very low number of self-funders used 
in the modelling assumptions. 

Table 5 Option 1b: Cost of funded personal care in residential settings (£ 
million) 

Age band 18-64* 65+ Total 
Overall cost (high) in 2021* 0.4 65.5 65.9 
Overall cost (low) in 2021** 0.3 55.0 55.3 

Note: Constant 2020 prices. *Based on £229 per week in 2021 (uprated from 2019/20 
value to reflect expected increase in unit costs); **Based on £193 per week in 2021 
(uprated from 2019/20 value to reflect expected increase in unit costs). Costs include self-
funders and a small component of local authority clients with high income but assets 
below the capital limit. Net current expenditure.  
Source: LE Wales calculations  
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Figure 8 Option 1b - cost of providing fully funded personal care in residential settings 
2021-2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. The grey shaded area represents the projections 
years relevant for the analysis (2021 to 2035).  
Source: LE Wales projections 

2.5.4 Option 1 summary: impact of fully funded personal care 

Finally, we combined the estimates for funded personal care provided at home and in 
residential care settings and present the aggregate estimates for the option in Table 6 (first 
year of implementation) and Figure 9 (period 2021-2035). As already highlighted these 
estimates are based on a series of assumptions and caveats. Also, we combined the ‘high’ 
estimate for personal care provided at home with the ‘high’ estimate for care provided in 
residential care settings, however it should be noted that the factors driving the estimates 
for the different types of care are not directly related.  

The total cost of providing fully funded personal care is estimated to range between £131M 
and £192M in the first year of the projections (2021), rising to £202M and £291M by the 
end of the period considered (2035). 
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Table 6 Option 1 summary: Cost of funded personal care - 2021 (£ million) 

Age band 18-64* 65+ Total 
Baseline net expenditure in 2021 305.3 597.8 903.1 
Cost of option 1 in 2021 - high 42.6 149.1 191.7 
Cost of option 1 in 2021 - low 24.1 107.0 131.1 

Note: Constant 2020 prices. Increase in net current expenditure.  
Source: LE Wales calculations 

Figure 9 Option 1 – Summary of cost of providing fully funded personal care in 
residential settings 2021-2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. The grey shaded area represents the projections 
years relevant for the analysis (2021 to 2035). 
Source: LE Wales projections 

2.5.5 Option 1: impact on well-being and progressivity 

Well-being 

Option 1a (providing fully funded personal care at home) affects three categories of care 
recipients: 

 current Local Authority clients;  
 those privately purchasing home care services; and 
 those currently receiving informal care.  
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For the first two categories there will be a beneficial effect for care recipients and their 
families from having more resources available to them but we do not expect any additional 
direct effect on well-being as the package of care will not change for existing clients, while 
we expect current self-funders to simply substitute direct arrangements with personal care 
arranged by the local authority.  

For those currently receiving informal care and their families there will also be a beneficial 
effect from having more resources available. We also expect additional wellbeing benefits 
both for care recipients and their informal carers: for example, care recipients may gain if 
(as reported in the Scottish experience) informal carers currently providing personal care 
could provide other types of additional support, such as emotional and social support. 
Informal carers may also gain from a reduced care workload and positive interactions with 
care workers.   

Option 1b involves providing fully funded care to existing self-funders in residential care. 
These self-funders and their families will benefit from having more resources available to 
them, but we do not expect any additional direct effect on well-being as the care they 
receive will not change.  

Progressivity 

Option 1a: We provide a detailed analysis of the distributional impact for existing local 
authority clients receiving non-residential care services in section 2.9.1.  In summary, almost 
40% of current clients already pay no charges for services received and thus will see no 
change, while the categories of clients benefitting the most are those currently paying 
between £50 and £90 and £90 to £150 for their care services. More than 80% in this latter 
group have weekly income between £200 and £400 (but assets below the 24,000 threshold) 
or assets above the £24,000 threshold.  

Option 1b: This option will only affect those with assets above the capital limit threshold 
(£50,000) and, as modelled in the analysis, those with assets below the threshold but with 
high weekly income (around or in excess of £400). All other existing local authority 
supported clients in residential care (with lower assets and income) are left unaffected by 
the reform.  

2.6 Option 2: Fully funded non-residential care 

In this section we present the results from the modelling of reducing the impact of charging 
for social care by providing fully funded non- residential care in Wales. Compared to option 
1, we now only focus on non-residential care services and charges (excluding all residential 
care), but also include all other non-residential care services not included in option 1 
(Supported and other accommodation, Day care, Equipment and adaptations, Meals and 
Other services to older people).  

In modelling this assumption (and all other assumptions) we have assumed that the current 
care needs assessment is kept unchanged, so that there is no possibility for care recipients 
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to ‘choose’ between receiving care in a residential placement (paying a charge up to the full 
fee for self-funders) and receiving fully funded non-residential care at home. However, in 
practice, it is possible that there may be pressures from care recipients and their relatives 
to be provided funded care at home instead of paying a charge in residential care settings 
(at least for the less severe cases).  

2.6.1 Views of stakeholders on fully funded non-residential care 

One stakeholder commented that they were able to see the benefits of this option much 
better than the benefits of fully funded personal care, because the administrative burden 
of financial assessments (and the complexity of the assessments for care recipients) would 
fall away with this option for those using non-residential services.  

However, the majority of stakeholders were less positive. This was partly a consequence of 
the general preference for the workforce options (discussed in the next chapter) and also 
the view that this option could potentially skew decision-making to the detriment of service 
users: people who might be better served in residential care, might end up receiving 
domiciliary care because it is fully funded. There was reference to this kind of skewed 
decision-making having already been seen in the past, when non-residential care costs were 
capped and families paying for independent care packages shifted to the capped local 
authority care package.   

2.6.2 Modelling results and interpretation 

The model disaggregates the cost of implementing the policy into personal and non-
personal care. The cost of providing funded personal care at home is kept fixed in option 2 
and corresponds to the cost computed under the ‘high estimate’ for option 1 (including 80% 
of overall income from fees and charges for home care services, plus the cost of providing 
fully funded personal care at home to a 70% of self-funders and the cost of providing formal 
care to 10% of those currently receiving informal care only).  

For other services we have assumed that all income from clients goes to zero as charges are 
removed (including on the remaining 20% of home care services). However, there is no 
evidence on any additional demand for other services, i.e. whether individuals not currently 
receiving local authorities’ care services could increase demand for non-home care services 
and whether they would meet the needs assessment. Therefore, in the estimate labelled as 
‘low’ we have assumed that there is no additional demand that would be met under this 
option for non-personal care services.  

In order to provide some sensitivity on the estimates, in the ‘high’ estimate we assumed 
that half of the proportional increase estimated for personal care due to self-funders and 
informal care recipients switching to formal care is observed for other non-residential care 
services. This assumption is not based on any directly available evidence and provided for 
the purposes of the analysis only. 
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2.6.3 Summary: impact of fully funded non-residential care 

Table 7 shows the estimated cost in 2021 for option 2 divided by age and by type of non-
residential care service (personal care and all other non-residential care services). The 
overall cost of implementing option 2 in 2021 is estimated to be around £63M for younger 
adults under the ‘low’ cost scenario and £99M under the ‘high’ cost scenario. For older 
adults, the estimated cost of implementing option 2 ranged between £105M (‘low’) and 
£119M (‘high’) in 2021.  

In Figure 10 we show the evolution over time for the total cost associated with option 2 
(disaggregated by age band). By 2035 option 2 is estimated to cost an additional £74M for 
younger adults in the low cost scenario and £118M in the high cost scenario (in 2020 prices), 
while for older adults the additional cost of implementing option 2 is estimated to rise to 
£165M and £188M in the low cost and high cost scenario respectively.  

Table 7 Option 2: Cost of fully funded non-residential care in 2021 (£ million) 

Age band 18-64 65+ Total 
Cost of option 2 in 2021 – personal 
care services (‘high’/’low’) 

42.2 83.6 125.8 

Cost of option 2 in 2021 – non 
personal care services – ‘high’ 

57.2 35.2 92.4 

Cost of option 2 in 2021 – non 
personal care services – ‘low’ 

20.7 20.9 41.6 

Total cost of option 2 under ‘high’ 
scenario 

99.3 118.8 218.1 

Total cost of option 2 under ‘low’ 
scenario 

62.9 104.5 167.4 

Note: Constant 2020 prices. Increase in net current expenditure. 
Source: LE Wales calculations 
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Figure 10 Option 2 – Summary of cost of providing fully funded non-residential care 
2021-2035 

 

Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. The grey shaded area represents the projections 
years relevant for the analysis (2021 to 2035). 
Source: LE Wales projections 

Again, it should be noted that the estimates presented here for option 2 for the ‘high cost’ 
scenario are provided to illustrate a potential range of costs associated with option 2 but 
are not based on actual evidence on potential demand (from self-funders or informal care 
recipients) for the provision of non-personal care services. 

2.6.4 Option 2: impact on well-being and progressivity 

Well-being 

The considerations outlined for the wellbeing impacts of option 1 also apply in general to 
option 2. Recipients of fully-funded non-residential care services and their families will 
benefit from having more resources available to them but we do not expect any additional 
direct effect on well-being as the care they receive will not change, except in the case of 
those receiving informal care and their informal carers. These care recipients may gain if (as 
reported in the Scottish experience) informal carers currently providing personal care could 
provide other types of additional support, such as emotional and social support. Informal 
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carers may also gain from a reduced care workload and positive interactions with care 
workers.  

Progressivity 

If all non-residential care services are provided free of charge, those benefitted the most 
would be those currently paying the maximum weekly charge (£100) - they typically have 
assets above the £24,000 threshold or a weekly income in excess of £200 (see Table 10).  

Those on lower incomes (below £200 per week) and currently contributing zero or very little 
towards their care costs will be largely unaffected. However, there are some flat rate 
charges (e.g. for meals) that would be removed, and this would equally benefit all clients 
receiving the service (irrespective of income). According to figures published on StatsWales 
there were at least 14,880 adults in receipt of such services during 2018/19 although their 
characteristics are not known42. 

2.7 Option 3: Fixed weekly contribution towards residential care costs 
for self-funders 

The third option being modelled entails a fixed weekly contribution towards residential care 
costs for self-funders (and no change for care recipients in receipt of non-residential care 
services). The option was modelled similarly to option 1b (funded personal care in 
residential care settings), but the weekly contribution was set in the range of £100 to £150, 
lower than estimated figures for the personal care contribution.  

2.7.1 Views of stakeholders on fixed weekly contribution towards residential care 
costs 

This was the least favourably viewed user charge option across the board for stakeholders, 
although it was acknowledged that the general public would be likely to find this option 
attractive. Since means testing is already in place to protect the financially worst off, 
stakeholders generally found the benefits of this option hard to see, other than the obvious 
savings for individual care recipients. One stakeholder commented that it has been standard 
practice for many years for users to pay for residential care services, and therefore they did 
not see this as an issue that needed addressing, so as long as the services are affordable.  

Specific disadvantages mentioned by stakeholders were:  

 Users who can afford to pay the full costs of residential care would be unnecessarily 
subsidised.  

 Reducing the financial contribution made by self-funders could potentially 
encourage more people to go into care homes rather than staying in their own 

 
42 See data published on StatsWales (link)  

https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision/adultschargedforcareandsupport-by-localauthority-measure
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homes. This would conflict with current Welsh Government policy of moving away 
from provision of care in residential homes to that of helping people maintain their 
independence in their own homes for as long as possible, using domiciliary care 
services43. 

2.7.2 Modelling results and interpretation 

The impact of six different contribution levels have been assessed using the model, from 
£100 to £150 (with a step change of £10 between each level). The estimates include both 
the cost of providing self-funders with a fixed weekly contribution and the cost of providing 
an additional contribution to those LA funded clients in residential placements with high 
income but assets below the capital limit and for whom the local authority currently incurs 
a net expenditure less than the weekly contribution (as most of the fee paid is recovered 
from the care home resident). This adjustment was done for modelling purposes to ensure 
that the level of funding received by care home residents funded by the local authority is at 
least at the same level of the contribution given to self-funders.  

All other assumptions are those used when modelling option 1b and outlined in Table 4. 

2.7.3 Summary: impact of fixed weekly contribution towards residential care costs 

In Table 8 we present the estimated costs of providing a fixed weekly contribution to self-
funders in residential care in 2021. Overall costs in 2021 range between £31M (for £100 
weekly contribution) and £47M (£150 weekly contribution). It should be noted that the 
corresponding figures for option 1b (modelled under the assumption of £177 and £210 
weekly contribution and presented in Table 5) were £55M and £66M respectively. 

 
43 However, it should be noted that even the £150 contribution would only cover 
approximately one quarter of median fees for residential care and there is currently a 
weekly maximum charge of £100 for non-residential care services (suggesting that any 
financial incentive to opt for residential care may be negligible). Also care provision is always 
subject to a needs assessment (identifying the most suitable type of care). 
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Table 8 Option 3: Cost of providing a fixed weekly contribution towards 
residential care costs in 2021 (£ million) 

Weekly Contribution 18-64 65+ Total 

£100 0.2 30.7 30.8 
£110 0.2 33.9 34.1 
£120 0.2 37.0 37.3 
£130 0.2 40.2 40.5 
£140 0.3 43.4 43.7 
£150 0.3 46.6 46.9 

Note: Constant 2020 prices. Costs include self-funders and a small component of local 
authority clients with high income but assets below the capital limit. Increase in net 
current expenditure.  
Source: LE Wales calculations 

Finally, in Figure 11 we show the evolution over time for net expenditure under option 3, 
comparing the baseline projections (no change), a ‘low’ estimate based on £100 per week, 
and a ‘high’ estimate based on £150 per week. The additional cost is very small for the 
younger age group (due to the very low estimate assumed for self-funders in residential 
care for this group), while it ranges between £51M and £77M in 2035 for the ‘low’ and ‘high’ 
cost scenario respectively.  
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Figure 11 Option 3 – Summary of cost of providing a fixed weekly contribution in 
residential care settings 2021-2035 

 
Note: Financial years reported on the X axis, with the year shown identifying the start of 
the financial year (e.g. 2018 identifies 2018/19). Figures in the chart are expressed in 
constant terms using 2020 prices as base. The grey shaded area represents the projections 
years relevant for the analysis (2021 to 2035). ‘High’- £150 weekly contribution, ‘Low’ - 
£100 weekly contribution. For the group aged 18-64 there are very few self-funders and, 
hence, very limited variation between the ‘high’ and ‘low’ options and the baseline. The 
very small variation does not show on the graph at these scales. 
Source: LE Wales projections 

2.7.4 Option 3: impact on well-being and progressivity 

Well-being 

As already highlighted for option 1b, self-funders in residential care and their families will 
benefit from having more resources available to them but we do not expect any additional 
direct effect on well-being as the care they receive will not change. 

Progressivity 

Care recipients benefitting from this option would be those with assets above £50,000 and 
(as modelled in the analysis) the small number of existing local authority clients with assets 
below the threshold but who have high income (in excess of £400 per week). All other 
existing local authority clients will not be affected by the proposed option. 
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2.8 Summary of impacts 

In this final section we summarise the estimated impact of the 3 options modelled. In order 
to provide a direct comparison across the different options we present the estimated cost 
of each option in 2021 and the Net Present Value for the period 2021-203544 (all figures are 
expressed in 2020 prices). All options are disaggregated by age band. Clearly all caveats and 
limitations highlighted in the previous sections should be considered when assessing the 
results. 

The combined Net Present Value of option 1 (providing funded personal care) for the period 
2021-2035 is around £2,690M in the ‘high’ cost estimates and around £1,860M in the ‘low’ 
cost estimate. For option 2 (providing fully funded non-residential care) the combined NPV 
is around £2,940M in the ‘high’ cost estimate and £2,280M in the ‘low’ cost estimate. Finally 
for option 3 (fixed weekly contribution to self-funders in residential care settings) the NPV 
ranges between around £690M (‘high’) and £450M (‘low’). 

 
44 The NPV was calculated using a 3.5% discount rate 
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Table 9 Summary of user charges option costs (£ million) 

Options: 1a  1b  1 - 
total 

 2  3  

 High Low High Low High Low High Low High Low 
18-64 

Cost in 2021 42 24 0.4 0.3 43 24 99 63 0.3 0.2 
NPV 2021-
2035 

530 299 4.9 4.0 535 303 1248 789 3.4 2.2 

65+ 
Cost in 2021 84 52 65 55 149 107 119 105 47 31 
NPV 2021-
2035 

1,192 741 966 812 2,159 1,553 1,694 1,490 688 453 

Total 
Cost in 2021 126 76 66 55 192 131 218 167 47 31 
NPV 2021-
2035 

1,722 1,040 971 816 2,693 1,856 2,942 2,280 691 455 

Note: Constant 2020 prices (£ million). NPV calculated over the period 2021-2035 using a 
3.5% discount rate. Increase in net current expenditure. 
Option 1a: providing fully funded personal care at home (non-residential care). For existing 
local authorities’ clients the ‘High’ cost estimate assumes that 80% of total charges from 
clients (for home care services including direct payments) are no longer collected, while the 
‘low’ cost estimate is constructed using a cell-based model (with 80% of home care services 
including direct payments assumed to represent the personal care component). ‘High’ cost 
estimate also assumes a 70% switch from privately purchased care to public provision and 
a 10% switch from informal care to public provision. ‘Low’ cost estimate also assumes a 50% 
switch from privately purchased care to public provision and a 5% switch from informal care 
to public provision; 
Option 1b: providing funded personal care in residential care homes (fixed weekly 
contribution of £210 (‘high’) or £177 (‘low’)); 
Option 1 total: combination of option 1a and 1b; 
Option 2: providing fully funded non-residential care services. For home care services 
(including direct payments) we used the assumptions adopted in option 1a for the ‘high’ 
cost estimate.  For all ‘other’ non-residential care services, the ‘Low’ cost estimate assumes 
no switch from private or informal care to public provision, while the ‘High’ cost estimate 
assumes that 50% of the proportional increase observed for personal care due to private 
and informal care provision is also observed for ‘other’ non-residential care services; 
Option 3 providing a fixed weekly contribution to self-funders in residential care homes 
(£150 (‘high’) or £100 (‘low’). 

Source: LE Wales calculations 

2.9 Further information on distributional impact for care recipients 

In this section we present information on the profiles of care recipients that would be 
affected by the proposed options. Some information on care recipients’ assets and income 
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was gathered from local authorities (for existing clients), while for self-funders we used 
information from the Family Resources Survey to the extent possible.  

In particular, we focus separately on the groups that would be affected by the proposed 
reform for non-residential and residential care provision under option 1. 

2.9.1 Impact of fully funded personal care on non-residential care recipients 

Existing LA funded clients 

As part of the survey we asked Welsh local authorities to provide a summary description of 
characteristics of LA funded clients receiving non-residential care services45 disaggregated 
by weekly charge band. 

In the table below we present the data collected from 1046 responding local authorities that 
were able to supply disaggregated information on care recipients’ characteristics and the 
effect of the change modelled under option 1 (‘low’) by charge band. According to the data 
reported by local authorities, almost 40% of recipients of non-residential care services 
already pay no charge towards the services and would not experience any change. The 
groups that would be most affected are those currently paying £50 to £89.99 and those 
with notional charges47 between £90 and £149.99 (84% of savings would accrue to these 
groups under the option modelled). For the group with notional charges above £150, the 
savings are relatively limited, as many care recipients in this group would still pay more than 
the maximum weekly charge even if personal care was fully funded.  

Looking at the characteristics of care recipients in each group, there is a high proportion of 
clients aged 18 to 64 in the zero-charge band, meaning that the group of younger adults 
would save relatively less compared to older adults. The proportion of females is quite 
stable across different charge bands, with the exception of the highest notional charge 
band, suggesting that savings would be distributed quite evenly across genders.  

Looking at assets and income of care recipients in different charge bands, around 17% of 
clients have value of assets (taken into account in the financial assessment) above 

 
45 Services part of the financial assessment (excluding those incurring in a flat charge) 
46 The data collection exercise on charges was particularly challenging for local authorities 
so many of them responded  “unable to provide detailed figures. The 10 responding local 
authorities represent around 40% of all domiciliary care services provided in Wales during 
2018/19, but clearly we are not able to say whether the picture for these local authorities 
accurately reflect the distribution across Wales. Moreover, given the complex nature of the 
data request, some data was incomplete and it is possible that there were reporting errors 
(although validated and adjusted the data when possible).  
47 Notional charges are the charges that clients would incur in the absence of a maximum 
weekly charge 
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£24,00048, mostly concentrated in notional charge bands £90-£149.99 (the one accruing 
relatively higher savings), where 30% of clients have assets above £24,000 and notional 
charge band £150+ (where approximately 60% have assets above £24,000). For those with 
value of assets up to £24,000 (across all charge bands), there is only a small proportion with 
high weekly income (in excess of £400), while the rest is almost equally split between the 
two income bands (up to £200 per week and £200-£400).  

All estimates are based on summary information provided by 10 local authorities (not all 
responding authorities were able to submit the information for the relevant table) and on 
the modelled option and should be considered as providing an indication on the 
characteristic of the groups and the potential effect of the option, rather than a precise 
estimate.  

 
48 This also includes clients decide not to disclose their financial situation (as they typically 
have assets above £24,000 and incur the full charge subject to the maximum weekly 
charge). 
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Table 10 Distributional effect of providing fully funded personal care at home 

Assets up to £24,000 
Weekly income** 

Weekly charge 
band 

% of clients 
in each 
group 

Effect for 
each group 

as % of 
total 

% Aged 18-
64 

% females £0-£200 £200-£400 £400+ 
Assets 
above 
24,000 

£0 39.4% - 47.7% 52.1% 61% 38% 1% 0% 
£0.01 - £49.99 23.6% 10.1% 27.0% 54.8% 33% 45% 2% 20% 
£50 - £89.99 14.0% 33.6% 13.4% 51.3% 37% 42% 3% 17% 
£90-£99.99* 2.5% 2.6% 27.4% 50.8% 19% 48% 4% 30% 
£100-£149.99* 12.7% 48.0% 27.4% 50.8% 19% 48% 4% 30% 
£150+* 7.9% 5.7% 28.5% 35.2% 13% 19% 9% 59% 
Total 100% 100% 34.7% 51.4% 41% 40% 3% 17% 

Note: Services covered by the financial assessment only. Information was gathered through an ad-hoc data requests to Welsh local authorities and 
may be subject to reporting errors (although results were adjusted to ensure internal consistency).  
* Notional charge band in the absence of a maximum weekly charge. Information was gathered on the notional charge band £90-£149.99 as a whole 
and the proportion of clients in each group was assigned assuming an equal proportion of client in each £10 band. Characteristics of users were 
assumed to be the same in both groups; ** Information on income is typically collected only for those with assets below the £24,000 threshold. 
Information on income for those with assets above the £24,000 is typically not collected by local authorities or clients may decide not to fill in the 
financial assessment. 
Source: LE Wales calculations based on a survey of Welsh Local Authorities (10 responding LAs to the relevant questions) 
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Impact on self-funders in residential care 

Next, we present estimates of the potential effect of providing funded personal care to self-
funders in residential settings. By definition, self-funders in residential care are those with 
assets worth more than £50,000 (including housing assets) or with very high levels of 
income. Under current legislation49, payments to individuals in receipt of AA, DLA (care 
component) or PIP (daily living component) and moving permanently into a care home will 
stop after a maximum of four weeks if the individual is in receipt of financial help from the 
local authority. This also applies to individual in receipt of FPC in residential care settings in 
Scotland50.51 Hence, when modelling the impact of introducing FPC for current self-funders 
in Wales we have assumed that all relevant DWP benefits will be withdrawn. 

 
49As reported in footnote 41 of Age Cymru ‘Factsheet 10w - Paying for a permanent care 
home placement in Wales’ (published in June 2020):  ‘The Social Security (Attendance 
Allowance and Disability Living Allowance) (amendment) Regulations 2007 clarify when you 
are considered to be resident in a care home and, therefore, after four weeks not entitled 
to payment of AA/DLA (care component). For PIP, the Welfare Reform Act 2012 clarifies 
when you are considered to be resident in a care home and The Social Security (Personal 
Independence Payment) Regulations 2013 state that you cannot be paid PIP (daily living 
component) after four weeks. You will be considered to be resident in a care home when 
any of the costs of any qualifying services (accommodation, board and personal care) 
provided for you are paid out of public or local funds under specified legislation. ‘Qualifying 
services’ do not include services such as domiciliary services, including personal care, 
provided to you in your own private home. The Regulations clarify the days that count as 
being resident in a care home for the purpose of AA/DLA (care component) or PIP (daily 
living component) entitlement. If you go into a care home from the community, the days 
you enter and leave are counted as days in the community and the day of transfer between 
a care home and a hospital or similar institution (or vice versa) is treated as a day in a care 
home.’ See https://www.ageuk.org.uk/globalassets/age-cymru/documents/information-
guides-and-factsheets/fs10w.pdf. 
50 ‘If you receive the personal care contribution towards your care home fees, you'll no 
longer be eligible for Attendance Allowance after 28 days.’ 
https://careinfoscotland.scot/topics/care-homes/paying-care-home-fees/personal-and-
nursing-care-in-care-homes/  
51 The Scottish Government calculated the cost of compensating older care home residents 
for the removal of Attendance Allowance since July 2002 (when Free Personal Care was 
introduced). The estimated cost for the period 2002-2019 (September) is around £618M 
using the relevant higher rate of Attendance Allowance (rising to £750M using the 2019/20 
AA rate). For the most recent full year available (2018/19) the estimated annual cost is 
£46M (using the 2019/20 rate) to provide compensation to around 10,200 older care home 
residents. See the Statistical First Release on ‘Free Personal Care and Attendance Allowance’ 
published by the Scottish Government in October 2019 and available at 
https://www2.gov.scot/Topics/Statistics/Browse/Health/Data/FPNC/FreePersonalCareand
AttendanceAllowance . 

https://www.ageuk.org.uk/globalassets/age-cymru/documents/information-guides-and-factsheets/fs10w.pdf
https://www.ageuk.org.uk/globalassets/age-cymru/documents/information-guides-and-factsheets/fs10w.pdf
https://careinfoscotland.scot/topics/care-homes/paying-care-home-fees/personal-and-nursing-care-in-care-homes/
https://careinfoscotland.scot/topics/care-homes/paying-care-home-fees/personal-and-nursing-care-in-care-homes/
https://www2.gov.scot/Topics/Statistics/Browse/Health/Data/FPNC/FreePersonalCareandAttendanceAllowance
https://www2.gov.scot/Topics/Statistics/Browse/Health/Data/FPNC/FreePersonalCareandAttendanceAllowance
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Unfortunately, the number of individuals receiving disability benefits in residential settings 
is not known, so in order to provide an estimate for the net effect of implementing the 
modelled options on self-funders (taking into account the removal of disability benefits) we 
used information from the Family Resources Survey on individuals in receipt of LA care 
services at home and with three or more types of conditions or illnesses52. The distribution 
of disability benefits for this group was applied to the group of self-funders in residential 
care to estimate the net effect of introducing FPC in Wales. 

Overall the approach used suggest that around 87% of self-funders aged 18-64 (a very 
restricted group) are in receipt of some type of disability benefits (one or both components 
of DLA and one of both components of PIP) and about 73% of self-funders aged 65 and 
above are in receipt of AA or DLA. Those not receiving any disability benefit before the 
implementation of the option will gain the full value of the FPC element (as they don’t have 
any disability benefit to be withdrawn), while for those receiving some form of disability 
benefits the net effect was estimated as the value of the FPC element minus the value of 
the disability benefit, as the latter is assumed to be withdrawn after individuals start 
receiving FPC53. 

Overall, the group of self-funders aged 18-64 is estimated to gain on average £133 per week 
with a weekly payment of £210, and £100 with a weekly payment of £177. Individuals in the 
older age group are estimated to gain on average £146 per week with a weekly payment of 
£210 and £113 with a weekly payment of £177 (all values in 2019/20 prices). The estimated 
size of the group of self-funders aged 18-64 is very small, so most benefits will accrue to the 
older age group under the proposed option. 

Given that the average length of time adults (aged 65 or over) are supported in residential 
care homes is 119 weeks54, and that benefits are withdrawn within four weeks of receiving 
local authorities’ support, older self-funders are expected to save on average between 
£17,700 (with a weekly payment of £210 per week) and £13,700 (with a weekly payment of 
£177 per week) over the course of their lifetime. As mentioned, these estimates are not 
directly based on information on self-funders in residential care (as this is currently not 

 
52 We used Family Resources Data between 2015 and 2018 and looked at respondents living 
in Wales and England (excluding the London region) with 2 or more conditions or illnesses 
and in receipt of help provided by ‘Local Authority home help or home care worker‘ .  
53 We assumed that AA, DLA (care component) and PIP (daily living component) were paid 
at the higher rate. Current rates were taken from: DLA https://www.gov.uk/disability-living-
allowance-children/rates; PIP https://www.gov.uk/pip/what-youll-get; AA 
https://www.gov.uk/attendance-allowance/what-youll-get 
54 See PM21 at https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-
Services/Performance-Measures/quantitativesocialservicesperformanceadults-by-
measures 

https://www.gov.uk/disability-living-allowance-children/rates
https://www.gov.uk/disability-living-allowance-children/rates
https://www.gov.uk/pip/what-youll-get
https://www.gov.uk/attendance-allowance/what-youll-get
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Performance-Measures/quantitativesocialservicesperformanceadults-by-measures
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Performance-Measures/quantitativesocialservicesperformanceadults-by-measures
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Performance-Measures/quantitativesocialservicesperformanceadults-by-measures
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available) and may not necessarily reflect the distribution of disability benefits for that 
group of individuals. 

Table 11 Providing funded personal care to self-funders: assumptions and 
estimates 

Benefit type* % Weekly 
Rate** 

Net savings 
under option 

1 ‘high’ 
£210 per 

week 

Net savings 
under 

option 2 
‘low’ 

£177 per 
week 

18-64 
18-64 DLA care 64% £87.65 £122.4 £89.4 
18-64 PIP daily living 24% £87.65 £122.4 £89.4 
No withdrawable benefit 13% - £210.0 £177.0 
Average savings   £133 £100 

65+ 
65+ DLA care 27% £87.65 £122.4 £89.4 
65+ AA 46% £87.65 £122.4 £89.4 
No withdrawable benefit 27% - £210.0 £177.0 
Average savings   £146 £113 

Note: * Based on FRS respondents in Wales with two or more disability types and 
receiving non-residential care services from Local Authorities; ** Based on the higher rate 
for each type of benefit. 
Source: LE Wales calculations based on Family Resource Survey and benefits rates 
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3 Impact of workforce policy options 

The impact of the various workforce policy options is modelled using a bespoke workforce 
model. This model uses as inputs the wages received by workers in the adult social care 
sector (residential and domiciliary care) and returns a projection of the workforce over time. 
The workforce policy options include: 

 uplifting the wage of care workers to the real living wage; 
 uplifting the wage of care workers to NHS Agenda for change wages; and, 
 uplifting the wage of care workers in the independent sector to Local Authority 

wages; and, 
 uplifting the wage of care workers to NHS Agenda for change wages and terms and 

conditions. 

The section below sets out the workings of the model, followed by a brief summary of the 
workforce policy options. 

3.1 Modelling approach, key inputs, and assumptions 

The model for the workforce options projects three potential outcomes from changes in 
care worker wages55: 

 changes in the number of workers; 
 changes in the quality of care; and 
 changes in costs. 

Given these outcomes, the modelling is separated into two main components: 

1) Workforce model: this models the relationships between changes in pay and 
conditions, changes in recruitment/retention of staff and change in costs. Based on 
available, albeit limited, evidence, improvements in pay and conditions lead to 
improvements in recruitment and retention and to increases in pay costs. 

2) Quality of care model: this models the relationship between changes in pay and 
conditions and changes in the quality of care. Based on limited available evidence, 
an increase in hourly wages for care workers reduces the proportion of 
establishments in need of improvement.  

 
55 Note that when discussing wages there is a distinction between job roles and nominal pay 
bands as identified by Care Forum Wales. Job roles and nominal pay bands do not 
necessarily have a one-to-one mapping. More details are provided in section 3.1.2. 
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Both model components and underlying data inputs and assumptions are discussed in detail 
below in sections 3.1.1 (for workforce model) and 3.1.5 (for quality of care modelling). 

Both the workforce and quality of care models focus exclusively on adult residential and 
domiciliary care. Other care services, including childcare, community or day services are 
excluded from the modelling. Furthermore, the workforce and care quality models are 
based around four job roles identified in data obtained from Social Care Wales, namely: 

 Managers; 
 Deputy managers; 
 Senior care workers; and, 
 Care workers. 

It should be noted that job structures may vary substantially between establishments. Some 
establishments may include job roles between (senior) care workers and (deputy) 
managers. The people in these job roles are included in the data collected by Social Care 
Wales, but are not presented under a separate job role – they are allocated to one of the 
four categories above. All other job roles – including, but not limited to, social workers, 
nursing staff (including nursing staff in residential care settings) and foster carers – are not 
included in the modelling approach. 

Lastly, note that the main input for both the workforce and care quality models are the basic 
wages per job role. For the purpose of modelling, additional work benefits, such as sleep-in 
cover and travel time reimbursement, enter the model as on-costs on top of the basic wage. 
For the baseline projection and most policy options, these on-costs have been set to 
approximately 30% of basic pay56. In policy option 4d, which models improved terms and 
conditions, these on-costs are adapted to account for different terms and conditions. More 
details are provided in section 3.7. 

3.1.1 Workforce modelling 

The workforce model projects the number of workers for each of the following four job 
roles; manager, deputy manager, senior care worker and care worker. Specific distinctions 
are made between the residential and domiciliary cases, as well as independent sector and 
Local Authority-provided care.57 The diagram below shows the basic structure of the model. 

 
56 Based on calculations by the UK Homecare Association; 
https://www.ukhca.co.uk/downloads.aspx?ID=434. On-cost include pension and National 
Insurance, holiday pay, cost associated with training time, sickness pay, notice and 
suspension pay, and mileage reimbursement. 
57 Therefore, the model generates four combinations of type of care (residential or 
domiciliary) and source of care (independent or Local Authority). 

https://www.ukhca.co.uk/downloads.aspx?ID=434
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Figure 12 Workforce model schematic 

 
Note: Changes in annual wages will affect the numbers of joiners and leavers, but for 
modelling purposes the impacts are fed through the numbers of leavers. The effect on the 
number of workers at the end of the year is the same. The reasoning is explained in more 
detail below. 
Source: LE Wales 

In brief, for each job role, the model takes the number of workers in that job role at the 
start of the year. It then adds the number of joiners and subtracts the number of leavers – 
both retirees and non-retirees – to calculate the number of workers at the end of the year. 
The model then calculates the average number of workers per year and multiplies this by 
their average annual wage.58 This provides the expenditure associated with each job role 
for a specific year. The number of workers at the end of the year then corresponds to the 
number of workers at the start of the subsequent year and the same process (as shown in 
the schematic) is applied to model the composition of the workforce (for each role) up to 
2035. The total expenditure on social care each year is then given by the sum of expenditure 
across the four job roles, in residential and domiciliary care, and independent and Local 
Authority-provided care.  

The initial number of workers, joiners and leavers per job role were obtained from Social 
Care Wales59. It reports the total number of workers in the social care sectors, as well as 

 
58 The model converts between annual and hourly wage by the factor 37 x (365/7). Wages 
are further uprated by approximately 30% to represent on-costs for the expenditure 
projections as outlined before. 
59 Social Care Wales Workforce Development Programme (SCWWDP) data collection 2018. 
Tables 12, 13 and 19d. Latest available data from 2018.  
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workers in subsectors (such as residential care) and per job role. This data is based on a 
survey send out to Local Authorities and social care institutions. However, since not all 
institutions return a response, the size of the workforce may be underestimated. The model 
corrects for this by applying a correction factor based on the ratio between the estimated 
total workforce60 and the sum of the workforce based on returned survey responses. Table 
12 below provides the reported and adjusted workforce numbers in 2018 as well the 
anticipated workforce in 2021 based on the modelling approach illustrated in Figure 12. 

 
60 This data was also provided by Social Care Wales. 
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Table 12 Reported and adjusted workforce numbers in 2018 used in the model and anticipated workforce in 2021 

 Reported 
workforce in 

2018 

 Adjustment 
factor in 2018 

Adjusted 
workforce in 

2018 

 Anticipated 
workforce in 2021 

Care/provider type All job roles[a] Job roles in 
model only[b] 

 All job roles[a] Job roles in 
model only[b] 

Job roles in model 
only 

Independent, 
residential 

20,161 14,591 1.21 24,464 17,705 20,140 

Independent 
domiciliary 

13,093 12,577 1.26 16,558 15,905 17,325 

Local Authority, 
residential 

3,914 3,170 1.06 4,148 3,360 3,577 

Local Authority, 
domiciliary 

3,725 3,610 1.05 3,906 3,785 3,834 

Total 40,893 33,948 n/a 49,076 40,755 44,875 
Note: [a] Total workforce across all job roles in the residential and domiciliary sector, included job roles not included in the model. Job roles not 
included in the model are registered social workers, registered nursing staff, foster carers, adult placement carers, direct payment personal 
assistants and ‘other staff’. [b] Total workforce across job roles included in the model in the residential and domiciliary sector. 
Source: LE Wales based on Social Care Wales 
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Data on the workforce is reported by Social Care Wales as headcounts. Therefore, the model 
also outputs the number of workers as headcounts. The model does account for the 
proportion of part-time and full-time workers in the costing of each policy proposal. 

More precisely, the headcount workforce has been separated into a part-time and full-time 
work force. The proportions of each group (per job role and care sector) is based on our 
analysis of the ASC-WDS data for England61, which proxies for Wales. The cost associated 
with each part-time worker is then a proportion of the cost for an otherwise equivalent full-
time worker. The total cost for each policy option is then the sum of costs for all full-time 
and part-time workers. 

Modelling uplifts of wages for each policy option 

Uplifts in wages for each option enter the model through the annual wage rate. This has a 
direct impact on the expenditure projection, but the uplift in wages also impacts the 
number of workers in each job role. Literature on the wage-labour supply relationship 
shows that there is a positive, albeit small, relationship between wages and the number of 
workers in a job (see section 3.1.6 below for a more detailed discussion). This relationship 
is used in the modelling approach. 

The model operationalises the relationship between wages and the number of workers 
through the number of leavers. More precisely, an increase in wages is assumed to decrease 
the number of non-retiree leavers.62 The magnitude of this relationship is captured by a 
labour supply elasticity with respect to wages. The wage elasticity of supply of labour 
measures the sensitivity of the supply of workers to a change in the wage rate. For example, 
an elasticity of 0.5 would imply that a 10% increase in wages is associated with a 5% increase 
in the supply of labour. 

For modelling purposes, the number of joiners is assumed to be constant in absolute value 
(i.e. the same number of people join the workforce each year) and this is not impacted by 
wages. In the model, increases in the number of joiners or decreases in the number of 
leavers have equivalent impacts on the size of the workforce each year and so conceptually 
our approach is equivalent to assuming an elasticity effect that works through both joiners 
and leavers. 

Modelling the relationship between the supply and demand for labour 

The model focusses on labour supply, i.e. it projects the increase in the number of people 
willing to be care workers at the given level of pay and conditions for each policy option. 

 
61 The Adult Social Care Workforce Data Set (ASC-WDS) (previously the National Minimum 
Data Set for Social Care (NMDS-SC)) is an online data service that covers the adult social 
care workforce in England. https://www.skillsforcare.org.uk/adult-social-care-workforce-
data/ASC-WDS/Discover-the-Adult-Social-Care-Workforce-Data-Set.aspx  
62 The model assumes that retirement decisions are independent of wages. 

https://www.skillsforcare.org.uk/adult-social-care-workforce-data/ASC-WDS/Discover-the-Adult-Social-Care-Workforce-Data-Set.aspx
https://www.skillsforcare.org.uk/adult-social-care-workforce-data/ASC-WDS/Discover-the-Adult-Social-Care-Workforce-Data-Set.aspx
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Because the model does not directly model the demand for labour, it implicitly assumes 
that there are relevant care jobs available for all those who are willing to be care workers. 
This approach is consistent with the situation where it is believed that labour supply, rather 
than labour demand, is the main constraint on the number of workers in the sector.  

The ratio between the number of care recipients (demand for care) and the supply of direct 
carers (senior care workers and care workers) for each option is reported below. The 
demand projections cover all individuals receiving formal care services, including existing 
local authority clients, self-funders and those in receipt of NHS Continuing Healthcare. 
These figures include the baseline projections for local authority clients outlined in Chapter 
2 of this report and are reported at a point in time (i.e. are headcount figures). The number 
of direct carers is also reported in headcount based on the modelling presented in this 
chapter. This ratio provides insights into the interplay between supply and demand. An 
increase in the ratio shows that care workers are deployed more intensively, as each care 
worker needs to care for more recipients. It is important to note that the quality of care, as 
measured in the analysis, does not directly link to maintaining or reducing the number of 
care recipients per care worker and only focuses on the number of establishments that 
would improve with increases in their terms and conditions. 

3.1.2 Mapping pay bands to job roles 

The workforce model uses data on the number of employees from Social Care Wales63 for 
four specific job roles. Namely, managers, deputy managers, senior care workers, and care 
workers. 

Pay associated with these job roles is estimated separately for the independent and Local 
Authority sectors due to differences in data availability. The approach taken for each sector 
is discussed in detail below. 

Estimating pay for the independent sector 

Social Care Wales does not collect data on pay per job role and so the pay for each job role 
in the independent sector is estimated as follows. 

The Welsh Government obtained pay information for the independent sector from Care 
Forum Wales. Table 13 shows the indicative minimum and maximum wages per pay band 
for domiciliary care in the independent sector provided for the analysis in this study by the 

 
63 The data on the workforce obtained from Social Care Wales does not include a breakdown 
for care supervisors. Further clarification from SCW highlighted that the position of 
supervisors among the job roles depends on their qualifications. Depending on 
qualification, supervisors could either be classified as care workers, senior care workers or 
deputy managers. Although supervisors are not explicitly included in the data, this implies 
that they are captured by the model. 
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Welsh Government64. The pay structure in the social care sector is not standardised. As 
such, the pay bands used for the purpose of modelling are indicative only and may not 
reflect pay structures in all care establishments across the sector. It should be noted that 
hourly pay rates are calculated by assuming a 37 hour working week and 52 weeks in a year. 

Table 13 Range of pay per indicative pay band in 2020 

 Pay band 
1 

Pay band 2 Pay band 3 Pay band 4 Pay band 5 

Minimum 
pay 

£17,048.2
8 per 

annum 

£17,651.50 
per annum 

£19,706.47 
per annum 

£21,240 
per annum 

£29,736 
per annum 

Maximum 
pay 

£18,689.0
8 per 

annum 

£19,727.71 
per annum 

£20,766.35 
per annum 

£25,488 
per annum 

£40,356 
per annum 

Mid-point 
pay 

£17,868.6
8 per 

annum 

£18,689.61 
per annum 

£20,236.41 
per annum 

£23,364 
per annum 

£35,046 pe 
annum 

Mid-point 
pay per 
hour[a] 

£9.26 per 
hour 

£9.69 per 
hour 

£10.49 per 
hour 

£12.11 per 
hour 

£18.17 per 
hour 

Note: Wages from the indicative pay bands received from Care Forum Wales have been 
uprated by 6.2% to obtain wages for 2020. 
[a] Conversion rate between hourly and annual pay is 37 x (365/7). 
Source: Welsh Government based on Care Forum Wales and National Provider Forum 

Indicative pay bands were not directly associated with specific job roles. LE Wales estimated 
the proportion of workers within each indicative pay band per job role based on their basic 
pay only65. As no such data exists for Wales, we use England-wide data (excluding London) 
as a proxy using the ASC-WDS pay data. For the mapping, we assume that the minimum pay 
for care workers in Wales is identified by the minimum pay in pay band 1 and that the 
maximum pay for managers is the maximum pay in pay band 5, as identified in Table 13. As 
a consequence, this implies that all workers are paid at least the National Minimum Wage 
as this is equal to the lower bound of pay band 1. 

 
64 The indicative pay bands obtained from Care Forum Wales were obtained in December 
2019 and therefore are relevant over 2019. We uprated the figures per pay band by 6.2% 
to obtain indicative pay bands for 2020. 6.2% is the percentage increase in the National 
Living Wage from 2019 to 2020; see https://obr.uk/faq/where-can-i-find-your-latest-
forecasts/, table 1.17. 
65 That is, pay excluding any on-costs. On-costs capture all employee costs which are not 
part of gross pay, and include national insurance and pension, holiday pay, training time, 
sickness pay and mileage reimbursement. 

https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
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In the ACS-WDS data, some workers are reported as being paid below pay band 1 or above 
pay band 5. These were counted as if they were paid according to respectively pay band 1 
or 5. There may be a number of reasons why reported pay in England may not perfectly 
follow pay bands in Wales.  

In particular, a substantial proportion of care workers, especially in the residential care 
sector, were reported to have pay below pay band 1. There may be a number of reasons for 
this. Some pay data is slightly outdated, which means it does not include wage increases 
which may already have been implemented. Furthermore, the distributional analysis did 
not treat under-25s differently for tractability, although they have lower minimum wage. It 
is also possible that the ACS-WDS underreports annual wages or overreports the hours 
worked for some care workers. Lastly, some care workers in England may, in fact, be paid 
below the National Minimum Wage. The ASC-WDS data shows that approximately 5% of 
workers are seemingly paid below the National Minimum Wage, although many of them 
only slightly so. As such, there is little evidence that a substantial portion of workers are 
indeed paid below the National Minimum Wage and using indicative pay band 1 as lower 
bound is justified for the purposes of the analysis presented in this chapter. 

For workers paid above pay band 5, it is possible that managers of larger establishments 
receive higher wages, and care establishments tend to be larger in England than in Wales. 

As Table 13 shows, some indicative pay bands overlap (e.g. pay bands 1 and 2) and there is 
a gap between other pay bands (e.g. pay bands 4 and 5). In cases where workers could not 
be unambiguously assigned to one pay band based on the indicative ranges outlined above, 
these workers were assigned to the indicative pay band with the midpoint closest to the 
reported wage. Therefore, the wages of all relevant workers captured in the ASC-WDS were 
mapped to one pay band only. The table below shows the distribution for each job role for 
residential and domiciliary care in the independent sector. 
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Table 14 Distribution of indicative pay bands per job role for the independent sector 

Sector Pay band Manager Deputy 
manager 

Senior 
care 

worker 

Care 
worker/Care 
officer/Care 

assistant 
Residenti
al care 

Pay band 1 
(%) 

0% 0% 40% 85% 

 Pay band 2 
(%) 

0% 0% 30% 10% 

 Pay band 3 
(%) 

10% 55% 30% 5% 

 Pay band 4 
(%) 

15% 35% 0% 0% 

 Pay band 5 
(%) 

75% 10% 0% 0% 

 Total (%) 100% 100% 100% 100% 
Domicilia
ry care 

Pay band 1 
(%) 

0% 0% 40% 70% 

 Pay band 2 
(%) 

0% 0% 30% 20% 

 Pay band 3 
(%) 

15% 65% 30% 10% 

 Pay band 4 
(%) 

35% 30% 0% 0% 

 Pay band 5 
(%) 

50% 5% 0% 0% 

 Total (%) 100% 100% 100% 100% 
Note: The mapping of job roles to pay bands for both the residential and domiciliary care 
sector is based on the same pay bands identified in Table 13. The pay bands in Table 13 
were identified for the domiciliary care sector, but similar pay bands for residential care 
are not available. The same pay bands were used across sectors to keep the modelling 
tractable, but this does not imply that wages in both sectors should be the same. 
The ASC-WDS does provide pay data separately for domiciliary and residential care, and 
therefore the mappings for both sectors are different. 
Source: LE Wales analysis based on ASC-WDS 

The pay per job role for the baseline scenario was then estimated as the weighted average 
of pay across indicative pay bands, weighted by the percentage of workers in each pay band 
per job role. The wages applied for each pay band was the mid-point of the relevant pay 
ranges, converted to hourly pay. 
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Calculation of pay per job role - Worked example 

Consider the pay for care workers in the residential care sector. As Table 14 above shows, 
85% of care workers are paid according to pay band 1, 10% according to pay band 2 and 5% 
according to pay band 3. The associated hourly wages are respectively £8.72 (pay band 1), 
£9.12 (pay band 2) and £9.88 (pay band 3) per hour (See Table 13). As such, the pay for care 
workers in the residential sector was estimated as: 

(85% ∗ £9.26) + (10% ∗ £9.69) + (5% ∗ £10.49) = £9.37 

Using the same approach, the wages for each job role in the independent sector were 
estimated to be as follows: 

Table 15 Estimated weighted average pay per job role in the independent sector; 2020 

Type of care Managers Deputy 
managers 

Senior care 
workers 

Care workers 

Residential £16.49 per 
hour 

£11.82 per 
hour 

£9.76 per 
hour 

£9.37 per 
hour 

Domiciliary £14.89 per 
hour 

£11.36 per 
hour 

£9.76 per 
hour 

£9.47 per 
hour 

Note: Wages for 2020. Excludes on-costs. 
Source: LE Wales 

Note that, because in each job role, at least some workers were paid above pay band 1, the 
average hourly wages in Table 15 are above the National Minimum Wage in 2020. 

Estimating pay for the Local Authority sector 

The hourly pay in the Local Authority care sectors was estimated directly from the special 
survey of Local Authorities conducted for this modelling approach. The Local Authority 
survey collected information on pay per job role, and the model uses the median hourly 
wage across all wages reported by Local Authorities.  

For residential care, the job roles identified above map directly to data obtained from the 
Local Authority survey. For domiciliary care, the managerial job roles, again, directly map to 
the job roles defined above. Direct care roles were mapped as follows: 

 ‘Care workers’ in the model are equivalent to ‘support workers’ in the data 
obtained from the Local Authorities; and, 

 ‘Senior care workers’ in the model are equivalent to ‘senior support workers’ and 
‘service co-ordinators’ in the data obtained from the Local Authorities. 
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Lastly, the wage data obtained from the Local Authorities applies to 2019. To calculate 2020 
wages, the median hourly wages for each job role were uprated by 6.2%, which is equivalent 
to the increase in the National Living Wage from 2019 to 202066. 

The hourly wages used in the model for the Local Authority care sector are thus as follows. 

Table 16 Median hourly pay per job role for the Local Authority sector 

Type of care Managers Deputy 
managers 

Senior care 
workers 

Care workers 

Residential £20.84 £16.79 £13.92 £11.17 
Domiciliary £21.90 £19.15 £13.92 £11.19 

Note: Wages obtained from the Local Authority survey have been uprated by 6.2% to 
obtain wages for 2020. 
Source: LE Wales analysis based on Welsh local authority survey responses 

As for the independent sector, the hourly pay used in the model is above the National 
Minimum Wage for all job roles. 

Pay estimates for the baseline 

Table 17 reproduces the estimates of wages outlined above. Note that these estimates 
show wages in nominal 2020 amounts, as outlined above. 

Table 17 Hourly wages per job role in the baseline; 2020 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independent £16.49 £11.82 £9.76 £9.37 
Residential Local 

Authority 
£20.84 £16.79 £13.92 £11.17 

Domiciliary Independent £14.89 £11.36 £9.76 £9.47 
Domiciliary Local 

Authority 
£21.90 £19.15 £13.92 £11.19 

Note: Wages for 2020 in 2020 prices. Excludes on-costs. 
Source: LE Wales 

The wages in the table above are calculated for 2020. However, the modelling period starts 
in 2021. To account for this, all 2020 wages were inflated by 5.5% to calculate the 2021 
wages. This is in line with the expected growth in the National Living Wage from 2020 to 
202167. This wage inflation ensures that all workers are paid at least the nationally required 

 
66 See https://obr.uk/faq/where-can-i-find-your-latest-forecasts/, table 1.17. 
67 See https://obr.uk/faq/where-can-i-find-your-latest-forecasts/; table 1.17. 

https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
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minimum wage, while maintaining the pay differential between job roles. The hourly wages 
for 2021 used in the baseline were thus as follows. 

Table 18 Hourly wages per job role in the baseline; 2021 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independent £17.40 £12.47 £10.29 £9.88 
Residential Local 

Authority 
£21.98 £17.71 £14.69 £11.79 

Domiciliary Independent £15.71 £11.98 £10.29 £9.99 
Domiciliary Local 

Authority 
£23.10 £20.20 £14.69 £11.81 

Note: Wages for 2021 in 2021 prices. Excludes on-costs. 
Source: LE Wales 

The analysis conducted for the purpose of modelling suggests that wages in the Local 
Authority sector may be higher than wages for equivalent job roles in the independent 
sector. It should be noted, however, that wages are only estimated indirectly for the 
independent sector and are based on data from England excluding London. 

The baseline scenario assumes no additional uplift in wages beyond annual increases to 
adjust for the cost of living. More precisely, the baseline – as well as each workforce option 
– assumes that all wages grow at a rate equal to the announced growth of the National 
Living Wage up until 2024. From 2025 onwards, wages are assumed to grow at 3% per year, 
or the long-term inflation target plus an additional nominal adjustment of 1 percentage 
point.68 As such, Table 19 illustrates how wages in the model grow from 2019-20 onwards. 

It is important to note that wage growth assumptions are key drivers of the projected cost 
estimates in the model. Costs could vary significantly if wages grow at a slower/faster pace69 
or if there are differences in wage growth across job roles. 

Table 19 Baseline nominal wage growth from 2020 

2019-2020 2020-2021 2021-2022 2022-2023 2023-2024 2024-2025 
onwards 

6.2% 5.5% 6.2% 5.4% 3.8% 3.0% 
Source: LE Wales analysis based on the Office for Budget Responsibility 
(https://obr.uk/faq/where-can-i-find-your-latest-forecasts/; table 1.17) 

 
68 See https://obr.uk/faq/where-can-i-find-your-latest-forecasts/. 
69 For example, if policy on the National Living Wage between 2020 and 2024 changes. 

https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
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By assuming the same wage growth for all job roles over time, the pay differential between 
different job roles is maintained. The baseline, however, does not include any other uplifts 
in wages beyond 3% from 2024-2025 onwards. 

Comparison of wage information across different sources 

The average weighted hourly base wages used in the model (shown in Table 18) can be 
compared with information on wages collected by the Welsh Institute of Health and Social 
Care (WIHSC) for a report on Terms and Conditions70. This report collects information on 
wages paid to care workers and senior care workers in the Local Authority and independent 
sectors. The figures below compare base pay for senior care workers and care workers only 
and does not include reimbursement for contractual enhancements. 

To ensure that figures are comparable across both sources, the following steps are taken. 

 The WIHSC reports wages for 201971 and therefore have been uprated twice from 
2019 to 2020, and then also from 2020 to 2021 to ensure comparison with our 
estimates in 2021. The first uprate uses a growth rate of 6.2% and the second uses 
a growth rate of 5.5%. These growth rates are in line with the expected growth of 
the National Living Wage (see Table 19). 

 The survey undertaken by WIHSC allowed establishments to report a range of 
wages per job role. For wages paid to care workers and senior care worker by type 
of care and sector, we compute the mid-point hourly wage rate for each job role 
using the median values for the lowest and highest wage reported by the WIHSC in 
their report. 

Figure 13 and Figure 14 below compare wages paid to care workers and senior care workers 
(respectively) as calculated in the model and by the WIHSC, distinguishing between the type 
of care (residential and domiciliary) and sector (independent and Local Authority). 

In general, wages as applied in the model are comparable for both care worker and senior 
care workers to those observed by the WIHSC. In addition: 

 Both sources report higher wages paid to both care workers and senior care 
workers in the Local Authority sector than in the independent sector. 

 Differentials in wages (between the workforce model and the WIHSC) are generally 
more substantial in the Local Authority sector with our estimates being higher for 

 
70 Wallace S., Garthwaite T., Llewellyn M. (2020). Review of Evidence of Variation in Terms 
and Conditions for Social Care Employment Contracts in Wales. Cardiff: Welsh Government, 
GSR report number 64/2020. Available at: https://gov.wales/terms-and-conditions-social-
care-employment-contracts-wales  
71 Survey responses on which the WIHSC wage data is based were collected by, the latest, 
18 December 2019. The report does not add a correction to uprate these figures to wages 
in 2020. 

https://gov.wales/terms-and-conditions-social-care-employment-contracts-wales
https://gov.wales/terms-and-conditions-social-care-employment-contracts-wales
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both job roles, with the difference ranging from approximately £0.56-£0.65. The 
exception are hourly wages for senior care workers in the domiciliary care sector. 
For these workers, the differential – in absolute value – is higher for the 
independent sector (£0.29 versus £0.02). 

Figure 13 Comparison of wages paid to care workers – LE Wales and WIHSC 

 
Source: LE Wales and WIHSC 

Figure 14 Comparison of wages paid to senior care workers – LE Wales and WIHSC 

 
Source: LE Wales and WIHSC 
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3.1.3 Modelling improvements of terms and conditions 

Improvements in terms and conditions are modelled as an increase in the on-cost that must 
be paid by care establishments on top of wages. Therefore, they directly impact the 
expenditures in the model. Furthermore, terms and conditions also impact the number of 
workers. The model operationalises this in a similar way to the impact of wages. 

Increases in on-costs are converted to equivalent uplifts in wages. For example, a five 
percentage point increase in on-costs due to improvements in terms and conditions (e.g. 
from 30% to 35%) is treated as a five percentage point increase in wages. This implied uplift 
in wage is then assumed to reduce the number of non-retiree leavers. The magnitude of 
this relationship is captured by a labour supply elasticity with respect to terms and 
conditions (that is, the sensitivity of the supply of labour to changes in terms and 
conditions). The labour supply elasticity with respect to terms and conditions need not be 
equal to the labour supply elasticity with respect to wages. This means increases in on-costs 
may have a different impact on the workforce than equivalent changes in wages. 

3.1.4 Comparison of options and data sources 

All costs are modelled as net present values in constant 2020 prices for the period 2021 to 
2035. The incremental cost of each policy option is calculated by comparing the option to 
the ‘Baseline’ projection. In this case, the ‘Baseline’ assumes no uplift in wages beyond 
annual increases to adjust for the cost of living (see Table 19 for further details). The 
workforce model further provides a projection of the number of workers in the workforce 
in each year per job role from 2021 to 2035. 

Data for the model were collected from the following sources: 

 Social Care Wales; 
 Care Forum Wales; 
 The National Minimum Dataset for Social Care (ASC-WDS) for England72; and, 
 UK Homecare Association. 

In addition, data for Local Authority-provided care was collected through a bespoke data 
request to Local Authorities. 

3.1.5 Quality of care modelling73 

Analysis of the ASC-WDS and ratings from the Care Quality Commission England (CQC) by 
LE Wales suggested that the link between pay and quality of care may be moderated 

 
72 Any analysis of the ASC-WDS conducted by LE Wales for the purpose of this model 
excluded data from London. 
73 Any analysis conducted by LE Wales underlying the model has been based on the ASC-
WDS and data from the Care Quality Commission England (CQC). The data used covers 
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through the wages of care workers.74 More precisely, the analysis suggests that a £1 
increase in hourly wages for care workers reduces the proportion of establishments in need 
of improvement75 by about 4.5 percentage points, which was found separately for 
residential and domiciliary care. This relationship is also assumed to hold in Wales and used 
in modelling the impact of increases in wages on care quality.76  

More specifically, the model firstly calculates the difference in hourly wages for care 
workers, in pounds, between the workforce option under consideration and the baseline. 
The model assumes that the percentage of establishments in need of improvement declines 
by 4.5 percentage points for every pound increase in hourly wages for care workers. The 
decrease of the number of establishments in need of improvement is thus calculated as the 
pound value increase in wage multiplied by 4.5 percentage points multiplied by the total 
number of care establishments in Wales. 

 
England, excluding London, and is used as a proxy. The classification of care quality is not 
based on quality assessments of the Care Inspectorate Wales. The modelling assumes that 
care quality in England and Wales are comparable. 
74 The CQC provides a four-point care quality rating to care establishments: inadequate, 
requires improvement, good and outstanding. We grouped inadequate and requires 
improvement, and good and outstanding together, generating a binary variable indicating 
whether an establishment does or does not need improvement. Recognising that 
establishments may obtain multiple ratings over time, we ran a panel logit regression of this 
binary variable on the average hourly wages for each of the four job roles outlined 
previously. Furthermore, we only included establishment rating less than one years old, as 
older rating are more likely to be outdated. 

Based on this, we ran the following panel logit model for establishment 𝑗𝑗 and year 𝑡𝑡: 

𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑡𝑡𝑦𝑦𝑗𝑗𝑗𝑗 = 𝛽𝛽0 + 𝛽𝛽1 ∗ 𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑎𝑎𝑎𝑎 ℎ𝑜𝑜𝑞𝑞𝑎𝑎𝑞𝑞𝑦𝑦 𝑓𝑓𝑞𝑞𝑎𝑎𝑓𝑓𝑡𝑡 𝑞𝑞𝑞𝑞𝑙𝑙𝑎𝑎 𝑚𝑚𝑞𝑞𝑙𝑙𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎 𝑤𝑤𝑞𝑞𝑎𝑎𝑎𝑎𝑗𝑗𝑗𝑗 + 𝛽𝛽2
∗ 𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑎𝑎𝑎𝑎 ℎ𝑜𝑜𝑞𝑞𝑎𝑎𝑞𝑞𝑦𝑦 𝑎𝑎𝑎𝑎𝑎𝑎𝑓𝑓𝑡𝑡𝑎𝑎𝑎𝑎𝑎𝑎𝑟𝑟 𝑚𝑚𝑞𝑞𝑙𝑙𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎 𝑤𝑤𝑞𝑞𝑎𝑎𝑎𝑎𝑗𝑗𝑗𝑗 + 𝛽𝛽3
∗ 𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑎𝑎𝑎𝑎 ℎ𝑜𝑜𝑞𝑞𝑎𝑎𝑞𝑞𝑦𝑦 𝑓𝑓𝑞𝑞𝑠𝑠𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑓𝑓𝑜𝑜𝑎𝑎 𝑤𝑤𝑞𝑞𝑎𝑎𝑎𝑎 + 𝛽𝛽4
∗ 𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑎𝑎𝑎𝑎 ℎ𝑜𝑜𝑞𝑞𝑎𝑎𝑞𝑞𝑦𝑦 𝑓𝑓𝑎𝑎𝑙𝑙𝑞𝑞𝑜𝑜𝑎𝑎 𝑐𝑐𝑞𝑞𝑎𝑎𝑎𝑎 𝑤𝑤𝑜𝑜𝑎𝑎𝑤𝑤𝑎𝑎𝑎𝑎 𝑤𝑤𝑞𝑞𝑎𝑎𝑎𝑎 + 𝛽𝛽5
∗ 𝑞𝑞𝑎𝑎𝑎𝑎𝑎𝑎𝑞𝑞𝑎𝑎𝑎𝑎 ℎ𝑜𝑜𝑞𝑞𝑎𝑎𝑞𝑞𝑦𝑦 𝑐𝑐𝑞𝑞𝑎𝑎𝑎𝑎 𝑤𝑤𝑜𝑜𝑎𝑎𝑤𝑤𝑎𝑎𝑎𝑎 𝑤𝑤𝑞𝑞𝑎𝑎𝑎𝑎 + 𝜀𝜀𝑗𝑗𝑗𝑗 

Note that the ASC-WDCS does report separately on supervisors. Only the hourly wage of 
care workers was a statistically significant predictor of the probability whether an 
establishment requires improvement in this model. 
75 In the analysis of the ASC-WDS and CQC ratings, English care establishments were 
categorised as ‘in need of improvement’ if their rating was ‘inadequate’ or ‘needs 
improvement’. Although such ratings are not used in Wales, we believe that the percentage 
of establishments in need of improvement in Wales can be approximated using this data. 
76 Equivalent quality ratings for settings in Wales are not currently available. 
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For the purpose of modelling, in the baseline, it is assumed that 30% of establishments are 
in need of improvement in the residential care sector and 15% in the domiciliary care sector. 
These proportions were based on analysis of the rating of similar establishments by the CQC 
in England, conducted by LE Wales. 

The methodology is applied separately for domiciliary and residential care, but using the 
same assumption, i.e. the proportion of establishments in need of improvement decreases 
by 4.5 percentage points for each £1 per hour increase in wages for care workers. 

It is important to note the quality of care model is fully separated from the workforce model. 
That is, the care quality model does not take any of the outputs from the workforce model 
as its inputs. This means changes to assumptions applying in the workforce model, e.g. the 
labour supply elasticity, do not impact on the number of establishments in need of 
improvement as estimated in the quality of care model. 

The separation of the workforce and quality of care models provides a simplification to 
ensure that the quality of care model remains tractable. It is possible that workforce options 
may improve the workforce-to-care recipient ratio, and may lead to better continuity of 
care, through a larger workforce. These components, however, have not been included in 
the model as we did not identify evidence linking these components. 

Data sources 

The modelling of care quality draws upon the ASC-WDS and data on care quality ratings 
from the Care Quality Commission England. The total number of care establishments in 
Wales was collected from the Care Inspectorate Wales. 

The care quality model uses data on wages for care workers which are derived from the 
workforce and cost model described above. 

3.1.6 Insights on the elasticity of labour supply from previous research 

The relationship between wages and recruitment and retention is measured by the 
elasticity of labour supply. This measures the additional number of people joining the 
workforce and/or the additional hours worked by existing staff because of increases in 
wages.77  

Evidence on UK care workers’ labour supply elasticity is scarce. An approach was therefore 
taken to review the literature that studied labour elasticity in other sectors and countries. 
In summary, 11 studies on labour elasticity were reviewed, covering nurses in the UK, 

 
77 In the workforce model, it measures the percentage increase in the number of full-time 
equivalent workers associated with a one per cent increase in wage. For example, if labour 
elasticity is 0.5, for a 1% increase in wage, the number of FTE workers increases by 0.5%.  
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Norway, Finland, and China; doctors in the USA, taxi drivers and teachers in the USA. A 
summary of findings in these studies are presented in Annex 6.  

Most of these studies found labour supply to be inelastic (i.e. 1% increase in gross wage 
leads to less than 1% increase in labour supply). To inform the workforce modelling, this 
report makes use of research on the supply of nurses in the UK, namely Eberth et al (2016)78, 
Crawford et al (2015)79 and Rice (2005)80.  

Crawford et al (2015) estimated a wage elasticity with respect to number of workers while 
Eberth et al (2016) and Rice (2005) estimated a wage elasticity with respect to number of 
hours. The research question of Crawford et al (2015) concerns whether an increase in the 
average wage of the NHS nurses in a region (relative to the average wage of people who 
could become NHS nurses) could increase the labour supply of NHS nurses in that region. In 
contrast, Eberth et al (2016) and Rice (2005) asked whether an increase in the wage of a 
nurse could induce this nurse to work more. 

Given that the workforce model estimates the impact of increasing the average wages in 
pay bands, we use Crawford et al (2015) to form the basis of our range of elasticity 
estimates. 

Crawford et al (2015) estimated the short-run labour elasticity of NHS nurses in Wales to be 
0.06 (i.e. a 10% increase in pay for NHS nurses in Wales is associated with a 0.6% increase 
in the short-run supply of nurses in Wales). The paper explained that in areas like Wales 
where the NHS is a major employer and provides better pay than other employers in the 
area, nurses have little incentive to change their labour supply decision because they are 
with the better employer already. The labour elasticity is thus low. 

Welsh care worker’s labour elasticity is unlikely to be lower than this. Most stakeholders 
that we have spoken with told us that pay is a key issue in recruitment and retention in 
Welsh social care. Furthermore, a key determinant of the size of labour elasticity is whether 
the worker has options other than working in the current role. Indeed, we have found 
instances in the literature where care workers in Wales have left to other minimum wage 

 
78 
https://www.researchgate.net/publication/282731789_Pay_or_conditions_The_role_of_
workplace_characteristics_in_nurses'_labor_supply 
79 https://www.ifs.org.uk/uploads/publications/wps/WP201504.pdf 
80 https://pdfs.semanticscholar.org/9e35/f9b55c2fcdcf01cb0bfab8a94f0fef637e34.pdf 

https://www.researchgate.net/publication/282731789_Pay_or_conditions_The_role_of_workplace_characteristics_in_nurses'_labor_supply
https://www.researchgate.net/publication/282731789_Pay_or_conditions_The_role_of_workplace_characteristics_in_nurses'_labor_supply
https://www.ifs.org.uk/uploads/publications/wps/WP201504.pdf
https://pdfs.semanticscholar.org/9e35/f9b55c2fcdcf01cb0bfab8a94f0fef637e34.pdf
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jobs (Atkinson et al, 2016)81. The workforce model therefore uses 0.06 as the low-end 
estimate.82  

We then look at the elasticity of labour supply in the case where employment options 
outside of Wales are abundant. In analysis of the supply of nurses in London, Crawford et al 
(2015) argued that employment options outside London are abundant and estimated the 
elasticity of labour supply for NHS nurses there to be 0.68. We have seen no evidence to 
suggest that Welsh care workers’ labour elasticity should be higher than that. We use 0.68 
as the workforce model’s high-end estimate. 

The elasticity of labour supply for care workers in Wales may be between 0.06 – an estimate 
for a situation where workers face limited other employment options – and 0.68 – where 
other employment options are abundant. Given the limited further evidence relating to the 
care workforce in Wales, the arithmetic mean of the two was taken to be the central 
estimate for the workforce modelling. This is 0.37. An elasticity of labour supply of 0.37 
implies, for example, that a 10% increase in wages would increase the supply of workers by 
3.7%. 

Note that there is no evidence that the labour supply elasticity should be different across 
job roles. As such, the same elasticities are applied to care workers, senior care workers, 
deputy managers and managers. 

3.1.7 Baseline projections 

The projections for each of the four policy options need to be compared with a baseline 
projection under a “no change” scenario. Figure 15 below shows the projected number of 
workers (aggregating across the four job roles considered in the model) in the baseline 
scenario for the period 2021-2035 for each combination of type and source of care. This is 
the sum of the headcount workforce for each job role mentioned above. A detailed 
breakdown is provided in Table 38 in Annex 4.  

The baseline predicts a small increase in the workforce over time, as the number of joiners 
at the start of the modelling period is assumed to be higher than the number of leavers. 
Furthermore, it shows that the independent care sector is larger than the Local Authority-

 
81 Atkinson, C., Crozier, S, and Lewis, L. (2016). Factors that affect the recruitment and 
retention of domiciliary care workers and the extent to which these factors impact upon 
the quality of domiciliary care. Retrieved 19 December 2019 from 
https://www2.mmu.ac.uk/media/mmuacuk/content/documents/business-school/decent-
work-and-productivity/160317-factors-affect-recruitment-retention-domiciliary-care-
workers-final-en-1.pdf 
82 An elasticity of labour supply of 0.06 implies, for example, that a 30% increase in wages 
would increase the number of workers by 1.8%. 

https://www2.mmu.ac.uk/media/mmuacuk/content/documents/business-school/decent-work-and-productivity/160317-factors-affect-recruitment-retention-domiciliary-care-workers-final-en-1.pdf
https://www2.mmu.ac.uk/media/mmuacuk/content/documents/business-school/decent-work-and-productivity/160317-factors-affect-recruitment-retention-domiciliary-care-workers-final-en-1.pdf
https://www2.mmu.ac.uk/media/mmuacuk/content/documents/business-school/decent-work-and-productivity/160317-factors-affect-recruitment-retention-domiciliary-care-workers-final-en-1.pdf
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provided care sector. For the remainder of this section, independent and Local Authority 
care data will be presented together. 

Figure 15 Projected number of workers in the baseline model 

 
Note: Sum of the number of workers across managers, deputy managers, senior care 
workers and care workers. Note that the figures for Local Authority residential and 
domiciliary care are similar, and therefore difficult to distinguish within the figure. 
Source: LE Wales Workforce Model 

Figure 16 shows the projected ratio of the number of care recipients (i.e. demand for care) 
to the supply of direct carers (comprising care workers and senior care workers only) by 
type of care as well as the combined ratio (for both residential and domiciliary care). 
Demand projections cover all demand for formal care services and reported at a point in 
time. Overall, the ratio in the baseline scenario is expected to increase over the period from 
2021 to 2035, i.e. demand is likely to grow faster than the supply of care workers 
(headcount figures as predicted by the workforce model). In the subsequent sections, the 
combined ratio (aggregating across the type of care) is used to compare the baseline with 
the alternative policy options.  
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Figure 16 Projected ratio of the number of care recipients to the number of direct care 
workers by type of care (Baseline) 

 
Note: Headcount figures used to construct the ratio. Demand projections cover all 
demand for formal care services (local authority clients, self-funders and those receiving 
NHS Continuing Healthcare). Direct carers include senior care workers and care workers 
only. 
Source: LE Wales Workforce Model 

For comparison with the workforce options, Table 20 provides the total number of workers 
in 2021 and 2035, the total number of care establishments assumed in the model (which is 
assumed to be unchanged over the modelling period) and the total cost for the baseline 
projection from 2021 to 2035. The costs are expressed in net present value terms with 
constant prices at the 2020 level. Annual workforce numbers and costs are provided in Table 
39 and Table 40 (respectively) in Annex 4.  

To maintain the ratio of care recipients to direct care workers at the 2021 levels for both 
types of care, an additional 11,663 direct care workers would be required by 2035, which 
equates to an additional cost (in net present value) of £1,256 million (expressed in 2020 
prices) over the period from 2021 to 2035. 

Table 20 Baseline projections for the workforce options 

Projection 2021 values 2035 values 
Total number of workers 
(headcount) 

44,875 47,422 

Total number of care 
establishments[a] 

1,594 1,594 

Total NPV cost 2021-2035, in 
constant 2020 prices 

£13,534 million  

Note: [a] Total number of establishments based on data from the Care Inspectorate 
Wales. Breakdown is: private residential: 971; Local Authority residential; 98; private 
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domiciliary: 497; Local Authority domiciliary: 28. As outlined above, 30% of residential 
establishments and 15% of domiciliary care establishments are assumed to be in need of 
improvement at the start of the modelling period. 
Source: LE Wales Workforce Model 

3.2 Summary of policy options assessed 

The four policy options relating to investment in the care workforce are set out below.  

For each option:  

 wage increases and any changes in other terms and conditions are assumed to take 
place from 2021 and are applied to staff in both the non-residential and residential 
care (with and without nursing) sectors;  

 wage increases and any other changes in terms and conditions are applied to staff 
providing direct care support to care recipients (in this case care workers and senior 
care workers) and the immediate managers of those staff. For the purpose of this 
model, this includes care workers, senior care workers, deputy managers and 
managers.83  

 We assume no change in wages or terms and conditions for other staff working in 
the care sector, including social workers, registered nurses, kitchen staff, etc. 

Option 4a: Uplift of care worker wages to the real living wage 

This option involves increasing wages to at least at the level of the real living wage84. No 
changes are made to other terms and conditions. This means that the pay of care workers 
in the lower pay bands in the independent sector would increase. 

The model does not factor in wage differentials between pay bands offering a wage rate 
higher than the real living wage. More details on this are provided in section 3.4. 

Option 4b: Uplift of care worker wages to NHS Agenda for Change pay rates 

 
83 Note that job titles vary considerably across the sector. Supervisors are not included as 
separate job role but are subsumed within the other job roles. 
84 The real living wage is a minimum hourly wage that people need to live, as calculated by 
the Living Wage Foundation. This contrasts with the National Living Wage, which is the legal 
minimum wage for people over 25-years-old, and generally lower than the real minimum 
wage. The current real living wage (in 2019-20) is £9.30 per hour - a 30 pence increase from 
the previous rate. We assume another 30 pence increase in 2020-21 in the modelling 
approach.   
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This option involves increasing wages to the level of NHS Agenda for Change pay rates for 
equivalent staff grades. No changes are made to other terms and conditions. 

Option 4c: Uplift of care worker wages to Local Authority pay rates 

This option involves increasing wages to the level of local authority pay rates for equivalent 
staff grades. No changes are made to other terms and conditions. Under this option, the 
pay of care workers employed directly by the local authorities remains unchanged. 

Option 4d: Uplift of care worker wages to NHS Agenda for Change pay rates and terms 
and conditions 

This option involves increasing wages to the level of NHS Agenda for Change pay rates for 
equivalent staff grades. Other terms and conditions are also assumed to change to NHS 
Agenda for Change terms. 

3.3 Views of stakeholders on the workforce options 

In summary, there was wide agreement amongst the stakeholders that we spoke to that 
the main challenge facing social care in Wales at the present moment is the crisis in 
recruitment and retention of social care workers, particularly in domiciliary care. Providers 
across Wales are struggling to recruit and retain suitable staff at current rates of pay. The 
care sector is consistently losing staff to other sectors, such as the retail sector, which offer 
better pay and conditions. Consequently, improving the pay and conditions of care workers 
was regarded as crucial to the sustainability of social care provision in Wales.  

As a consequence of the crisis in recruitment and retention, stakeholders believed that the 
workforce options would have the biggest impact on delivery of care and that care packages 
cannot be delivered unless pay rates increase. Generally, stakeholders felt that using 
additional funding only to subsidise user charges would not the best choice to make, since 
there would not be enough staff to deliver the services.  

It was also suggested that improvements to pay and conditions for the care workforce 
would lead to increased resilience for the foundational economy, perhaps more than the 
options to offset charges, since the latter would not benefit those with the very lowest 
levels of wealth and income, as they are likely to already receive social care services without 
a charge. 

More detailed views of stakeholders on the workforce policy options are presented later in 
this chapter, while their general views are provided in Annex 1.  

3.4 Option 4a: Uplift of care worker wages to the real living wage 

Option 4a raises wages to at least the level of the real living wage, but without changes to 
terms and conditions. In the analysis presented, we assume that this uplift does not affect 
the wages of workers just above the real living wage. That is, workers who are paid just 
above the real living wage do not receive an uplift in pay.  
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More precisely, an uplift of wages to the real living wage would only affect workers in pay 
band 1 in the independent sector as median hourly pay in the Local Authority sector are 
higher for all job roles that are modelled. The pay bands under option 4a are therefore as 
follows: 

Table 21 Wages per indicative pay band under option 4a for the independent sector; 
2020 wages 

Option Pay band 1 Pay band 2 Pay band 3 Pay band 4 Pay band 5 
Baseline* £9.26 per 

hour 
£9.69 per 
hour 

£10.49 per 
hour 

£12.11 per 
hour 

£18.17 per 
hour 

Option 
4a 

£9.60 per 
hour 

£9.69 per 
hour 

£10.49 per 
hour 

£12.11 per 
hour 

£18.17 per 
hour 

Note: *Wages for the pay bands in the baseline scenario are the midpoints of the ranges 
shown in Table 13. The real living wage is uplifted by 30 pence (in line with the previous 
increase) for 2020-2021.  
Source: LE Wales 

The implied hourly wages (in 2021) per job role for the independent sector were calculated 
by combining the wages per pay band with the percentages outlined in Table 14 using the 
methodology laid out in section 3.1.2. For the Local Authority sector, we use the observed 
median wages per job role in the baseline projections. These median wages are already 
above the real living wage. As such, the wages in the Local Authority sector under option 4a 
are the same as under the baseline. 

Table 22 Hourly wages per job role in option 4a; 2021 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independent £17.40  £12.47  £10.44  £10.18  
Residential Local 

Authority 
£21.98  £17.71  £14.69  £14.69  

Domiciliary Independent £15.71  £11.98  £10.44  £10.24  
Domiciliary Local 

Authority 
£23.10  £20.20  £14.69  £14.69  

Note: estimated hourly wages per job role exclude additional on-costs. These wages 
include a 5.5% uplift from the 2020 wages per pay band as outlined in Table 21 above 
where relevant. The 2021 wages are used as the starting point of wages in the model. 
Source: LE Wales 

Note that the increases in wage in option 4a impacts only those workers paid according to 
pay band 1 (see Table 21). For the purpose of the model, and the distributional analysis set 
in section 3.1.2, this covers 85% care workers and 40% of senior care workers in the 
independent sector only. There is no effect on pay in the Local Authority sector. In total, 
14,397 of the 44,875 in the total workforce are affected under option 4a.  



Impact of workforce policy options 

 

 

LE Wales 
Additional funding for social care 71 

 

As noted above, the impact of wages on retention is captured by the elasticity of labour 
supply (see sections 3.1.1 and 3.1.6 for a detailed discussion) and these estimates are varied 
given the uncertainty around the actual value. Figure 17 and Figure 18 below show the 
number of workers in option 4a in excess of the baseline for residential and domiciliary care 
(respectively). The line provides the central estimate, whereas the shaded area represents 
the lower and higher estimates based on varying labour supply elasticity assumptions. 

As noted in section 3.1.1 above, the model introduces the impact of uplifts in wages through 
increased retention of workers. As such, the number of workers under each policy option 
in excess of the baseline projection formally shows the number of workers retained in the 
workforce which otherwise would have left. In reality, we would expect that the number of 
workers in excess of the baseline would be a mix of retained workers and new joiners. 
However, increases in the number of joiners and decreases in the number of leavers have 
an equivalent impact on the model. That is, one additional joiner more and one additional 
leaver less per year in the same job role both increase the workforce by the same amount 
in the model (namely, by one) and they have the same impact on the costs of the option 
(namely, their annual wage). As such, outcomes for the model do not depend on whether 
changes in the workforce come through the joiners, leavers, or a mixture. 

Figure 17 Number of workers per year in option 4a in excess of the baseline projection; 
residential care 

 
Note: The figure shows the difference between the number of workers in option 4a and 
the baseline. The yearly figures should not be summed to generate a total impact.85 

 
85 The yearly figures should not be summed for a total impact as this may involve double 
counting. Conceptually in the model, an increase in the wage leads to fewer people leaving 
the sector, which implies that some workers extend their work time in the sector beyond 
what they would have done in the baseline. For some workers, this extension may be longer 
than one year. As such, summing the yearly figures may count the same workers more than 
once. A comparison in time, e.g. at the end of the modelling period, avoids this potential 
double counting. 
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Source: LE Wales Workforce Model 
Figure 18 Number of workers per year in option 4a in excess of the baseline projection; 
domiciliary care 

 
Note: The figure shows the difference between the number of workers in option 4a and 
the baseline. The yearly figures should not be summed to generate a total impact. 
Source: LE Wales Workforce Model 

For both residential and domiciliary care, most of the growth in workers compared to the 
baseline happens in the first years after the intervention. Growth tapers off towards the 
end of the modelling period. The number of workers is expected to grow more in the 
residential care sector. 

Figure 19 shows that option 4a is likely to be associated with a slight improvement in the 
ratio of care recipients to direct care workers (i.e. demand relative to the supply) in 
comparison to the baseline; however, it is still projected to worsen over the period from 
2021 to 2035 in the absence of additional recruitment initiatives, etc. A year-on-year 
comparison of the ratio in the baseline scenario and policy options is provided in Table 41 
in Annex 3. 
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Figure 19 Projected ratio of the number of care recipients to the number of direct care 
workers (Option 4a) 

 
Note: Headcount figures used to construct the ratio. Demand projections cover all 
demand for formal care services (local authority clients, self-funders and those receiving 
NHS Continuing Healthcare). Direct carers include senior care workers and care workers 
only. 
Source: LE Wales Workforce Model 

Table 23 below provides further results from the modelling approach, namely the number 
of additional workers retained in the workforce by 2035, the number of establishments that 
are no longer in need of improvement by 2035 and the additional cost of option 4a over the 
baseline in net present value at constant 2020 prices. The table provides both the numbers 
of the impacts as well as their proportion of the baseline. Furthermore, the table provides 
the projections based on different labour supply elasticity assumptions. Annual workforce 
numbers and total costs (for the central estimates) are provided in Table 39 and Table 40 
(respectively) in Annex 4.  

Under option 4a, an additional 11,394 direct care workers would be required over the 
period by 2035 to maintain the ratio of care recipients to direct care workers at the 2021 
levels. This would lead to an additional cost (in net present value) of £1,223 million (in 2020 
prices) over the period from 2021 to 2035. 
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Table 23 Impact of option 4a – Uplift of care worker wages to the real living wage 

Impact of option 4a Low estimates Central 
estimates 

High 
estimates 

Additional workers by 2035 54 (0.1%) 338 (0.7%) 625 (1.3%) 
Establishments no longer in 
need of improvement by 
2035[a] 

19 (1.2%) 19 (1.2%) 19 (1.2%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

263 (1.9%) 325 (2.4%) 387 (2.9%) 

Note: Percentages refer to percentage of baseline total. The baseline total for 
establishments are all care establishments in Wales, across the independent and Local 
Authority sector, and across residential and domiciliary care. NPV = Net present value. 
[a] The low, central, and high estimate vary based on the assumed labour supply elasticity 
with respect to wage. Care quality is assumed to be independent of labour supply 
elasticity and is therefore the same across all three estimates. 
Source: LE Wales Workforce Model 

The modelling of option 4a assumes that, after the uplift in wages in 2021, nominal wages 
grow at a rate equal to the growth in the National Living Wage until 202486 and at a rate of 
3% therefore, which equals the long run inflation target87 and an additional nominal 
adjustment of 1 percentage point. These additional increases in wage over time do not 
influence retention and quality because: 

1) they are not unique to the care sector88; and, 
2) after 2025, they represent a constant improvement in real wages, which therefore 

does not lead to shocks in retention. 

An extension of the modelling approach for option 4a allows wages to grow at rates above 
inflation. For this sensitivity analysis, wages are still assumed to grow at a rate equal to the 
rate for the National Living Wage until 2024, as increases in the National Living Wage will 
have a real and nominal component. From 2025 onwards, wages are assumed to grow at 2 
percentage points89 above inflation, i.e. at 4% in nominal terms. Wage growth above 

 
86 Using OBR assumptions - see https://obr.uk/faq/where-can-i-find-your-latest-forecasts/; 
table 1.17 
87 Ibid, table 1.7. 
88 If all wages grow at the same rate, then alternative employment options outside the care 
sector remain equally attractive and so no impact on recruitment and retention from these 
wage increases is assumed. The wage increases do feed into our modelled costs however. 
89 The fiscal sustainability report by the Office for Budget Responsibility assumes a long-
term rise of unit costs by 2 percent per year when modelling adult social care. Wages will 

https://obr.uk/faq/where-can-i-find-your-latest-forecasts/
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inflation influences retention and quality. Table 24 below provides the results of the 
sensitivity analysis. 

Table 24 Impacts of option 4a sensitivity analysis – Uplift of care worker wages to the 
real living wage including subsequent increases in the real wage 

Impacts of option 4a sensitivity 
analysis 

Low 
estimates 

Central 
estimates 

High 
estimates 

Additional workers by 2035 54 (0.1%) 338 (0.7%) 625 (1.3%) 
Establishments no longer in 
need of improvement by 2035 

19 (1.2%) 19 (1.2%) 19 (1.2%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

273 (1.9%) 338 (2.4%) 404 (2.9%) 

Note: Percentages refer to percentage of baseline total. NPV = Net present value. 
Source: LE Wales Workforce Model 

3.4.1 Stakeholder views 

Stakeholders agreed that increasing pay to the level of the real living wage would be an 
improvement on simply maintaining pay at the level of the national living wage. However, 
the majority felt that the real living wage option was still not enough of a pay improvement 
to make a significant difference to care workers.  

3.5 Option 4b: Uplift of care worker wages to NHS Agenda for Change 
pay rates 

Option 4b involves increasing wages, but not terms and conditions, to the level of the NHS 
Agenda for change. More precisely, we map the indicative pay bands (Table 13) to the NHS 
Agenda for Change pay grades, such that pay band 1 in our model maps to NHS grade 2, pay 
band 2 to NHS grade 3, etc.90  We compute hourly wages for the NHS Agenda for Change 
annual pay bands by taking the annual pay for the middle spine point in each grade and 
assume a 37 hour working week and 52 weeks in a year.   

This gives us the following hourly wages per pay band under option 4b (in 2020) for the 
independent sector: 

 
be a large component of these unit costs. See https://cdn.obr.uk/FSR-July-2018-1.pdf; table 
B.1 on page 149. 
90 This mapping was based on a one-off indicative mapping exercise undertaken by Care 
Forum Wales and NHS Agenda for Change staff in order to support the modelling in this 
report only. The mapping between social care pay bands and NHS pay bands is indicative 
only and is complicated by the fact that the social care sector does not have standardised 
job roles or descriptions. 

https://cdn.obr.uk/FSR-July-2018-1.pdf
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Table 25 Wages per pay band under option 4b in the independent sector; 2020 wages 

Option Pay band 1 Pay band 2 Pay band 3 Pay band 4 Pay band 5 
Baseline £9.26 per 

hour 
£9.69 per 

hour 
£10.49 per 

hour 
£12.11 per 

hour 
£18.17 per 

hour 
Option 4b £9.38 per 

hour 
£10.13 per 

hour 
£11.47 per 

hour 
£13.89 per 

hour 
£17.30 per 

hour 
Relative 
difference 

1.3% 4.5% 9.3% 14.7% -4.8% 

Note: Wages for the pay bands in the baseline scenario are the midpoints of the ranges 
shown in Table 13. Annual wages have been converted to hourly wages by dividing by 37.5 
x (365/7). NHS Agenda for Change wages depend on experience. The wages applied here 
are based on the midpoint between the lowest and highest possible wage for each pay 
rate. 
Source: LE Wales 

For the independent sector, we combine the wages per pay band (in Table 25 for option 4b) 
with the percentages outlined in Table 14 to estimate the implied hourly wages (in 2021) 
per job role.  

In order to model uplifts to NHS Agenda for Change pay rates in the Local Authority sector, 
the following approach is used. The ASC-WDS pay data is used to determine the distribution 
of senior care workers and care workers in the indicative pay bands for the Local Authority 
sector. More specifically, approximately, 5%, 35% and 60% of care workers in the Local 
Authority sector were mapped to indicative pay bands 2, 3, and 4, respectively. 
Approximately, 56% of senior care workers map to pay band 4 and 44% in pay band 5. All 
managers and deputy managers are mapped to pay band 5. A weighted average wage rate 
is then calculated for each job role.  

Calculation of pay for care workers in residential care in the Local Authority sector under 
option 4b - Worked example 

The median hourly wage for care workers in residential care is £11.17 in 2020 (Table 16). As 
the ASC-WDS data suggests 5%, 35% and 60% of care workers in the Local Authority sector 
map to the indicative pay bands 2, 3, and 4 (respectively). In the case of NHS Agenda for 
Change pay grades, this translates to hourly wages of £10.13, £11.47, and £13.89 (Table 25). 

Therefore, under option 4b, pay would only increase for the 95% of care workers in pay 
bands 3 and 4 – that is, a pay rise of £0.30 and £2.72 per hour, respectively.  

This would imply an hourly wage of £12.93 (5%*£11.17 + 35%*£11.47 + 60%*£13.89) in 
2020. 

Table 26 provides a breakdown of the hourly wages in 2021 under option 4b for each job 
role by type of care and provider.  
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Table 26 Hourly wages per job role in option 4b; 2021 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independe
nt 

£17.78 £13.70 £10.79 £10.09 

Residential Local 
Authority 

£21.98 £18.25 £16.25 £13.64 

Domiciliary Independe
nt 

£16.53 £13.22 £10.79 £10.27 

Domiciliary Local 
Authority 

£23.10 £20.20 £16.55 £13.90 

Note: Estimated hourly wages per job role exclude additional on-costs. These wages 
include a 5.5% uplift from the 2020 wages per pay band as outlined in Table 25 above 
where relevant. The 2021 wages are used as the starting point of wages in the model. 
Source: LE Wales 

Table 25 above shows that the increase in wages under option 4b does not affect workers 
in pay band 5 in the independent sector. As pay is higher in the Local Authority sectors, the 
Agenda for Change rates have much less impact on Local Authority care. Taken together, 
this option affects 43,131 out of 44,875 workers in the workforce at the start of the 
modelling period (that is, in 2021). 

The figures below show the additional workers for each year, compared to the baseline, for 
residential and domiciliary care. Compared to option 4a, the increase in the number of 
workers is larger under option 4b, but growth is similarly strongest in the first years after 
the uplift. 

Figure 20 Number of workers per year in option 4b in excess of the baseline projection; 
residential care 

Note: The figure shows the difference between the number of workers in option 4b and 
the baseline. The yearly figures should not be summed to generate a total impact. 
Source: LE Wales Workforce Model 
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Figure 21 Number of workers per year in option 4b in excess of the baseline projection; 
domiciliary care 

Note: The figure shows the difference between the number of workers in option 4b and 
the baseline. The yearly figures should not be summed to generate a total impact. 
Source: LE Wales Workforce Model 

As shown in Figure 22 and similar to option 4a, under option 4b the number of users per 
direct care worker (senior care workers and care workers) is lower than in the baseline 
scenario, but is rising over time, i.e. the growth in service user numbers will increase the 
burden on direct care providers. 
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Figure 22 Projected ratio of the number of care recipients to the number of direct care 
workers (Option 4b) 

 
Note: Headcount figures used to construct the ratio. Demand projections cover all 
demand for formal care services (local authority clients, self-funders and those receiving 
NHS Continuing Healthcare). Direct carers include senior care workers and care workers 
only. 
Source: LE Wales Workforce Model 

The table below provides the impact on additional workers, the reduction in the number of 
establishments in need of improvement and additional costs at 2020 prices under different 
labour supply elasticity estimates. Annual workforce numbers and costs (for the central 
estimates) are provided in Table 39 and Table 40 (respectively) in Annex 4. 

Under option 4b, an additional 11,076 direct care workers would be required over the 
period by 2035 to maintain the ratio of care recipients to direct care workers at the 2021 
levels. This would lead to an additional cost (in net present value) of £1,212 million (in 2020 
prices) over the period from 2021 to 2035. 

Table 27 Impact of option 4b – Uplift of care worker wages to NHS Agenda for Change 
pay rates 

Impact of option 4b Low 
estimates 

Central 
estimates 

High estimates 

Additional workers by 2035 119 (0.3%) 748 (1.6%) 1,397 (2.9%) 
Establishments no longer in 
need of improvement by 2035[a] 

26 (1.6%) 26 (1.6%) 26 (1.6%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

759 (5.6%) 898 (6.6%) 1,040 (7.7%) 

Note: Percentages refer to percentage of baseline total. The baseline total for 
establishments are all care establishments in Wales, across the independent and Local 
Authority sector, and across residential and domiciliary care. NPV = Net present value 



Impact of workforce policy options 

 

 

80 
LE Wales 

Additional funding for social care 
 
 

[a] The low, central, and high estimate vary based on the assumed labour supply elasticity 
with respect to wage. Care quality is assumed to be independent of labour supply 
elasticity and is therefore the same across all three estimates. 
Source: LE Wales Workforce Model 

3.5.1 Stakeholder views 

The consensus among stakeholders was that, in the longer term, increasing wages to match 
Agenda for Change (AfC) rates would have the biggest positive impact in terms of recruiting 
and retaining social care workers and would therefore be the preferred direction to take.  

To some extent, this view seems to have been based on the impression that the NHS Agenda 
for Change rates are the highest pay rates of the options we assessed, though our data 
suggests that there is considerable overlap between the local authority pay rates and NHS 
Agenda for Change pay rates. The report on pay variation by the WIHCS91 similarly finds that 
basic pay by Local Authorities may be higher than basic pay by the NHS, although the latter 
tends to pay more enhancements. 

One stakeholder pointed out that local authorities have asked, in the past, for parity with 
NHS pay structures. Another stakeholder commented that social care and health staff often 
work closely together and the increased feeling of equity from similar pay would be likely 
to improve professional relations between these two sectors.  

Despite the overall positive response to this policy option, a number of practical problems 
that would need to be addressed were also mentioned by stakeholders:  

 Unfair pay anomalies might arise because of difficulties in matching job descriptions 
accurately across the health and social care sectors.  

 In some cases, matching care worker pay to AfC levels might reduce care worker 
pay: the example given by one stakeholder was that local authority non-qualified 
support workers are actually paid slightly more than comparable NHS staff. This 
also holds true for newly qualified social workers compared to newly qualified 
nurses. 

 In other cases, staff might end up financially worse off due to loss of tax credits: as 
described by one stakeholder, the AfC approach in some cases is to enhance job 
descriptions and move staff to higher bands, for example, from Band 1 to Band 2. 
In order to gain the associated salary increase, staff therefore have to increase their 
job responsibilities (which underlines the importance of detailed job descriptions 

 
91 https://gov.wales/sites/default/files/statistics-and-research/2020-09/review-of-
evidence-of-variation-in-terms-and-conditions-for-social-care-employment-contracts-in-
wales.pdf 
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for each type of work). However, for some staff, moving up a grade may result in a 
decrease in social welfare payments such as working tax credits.92 

 Maintaining pay differentials might become an additional issue/additional expense: 
there would be a need to maintain differentials for managers and so pay rises might 
be necessary for them too. 

3.6 Option 4c: Uplift of care worker wages to Local Authority pay rates 

Option 4c involves increasing wages for independent sector care to the level of Local 
Authority pay rates. As such, this option does not impact the wages of workers in Local 
Authority-provided care. No terms and conditions are changed. Therefore, the assumed 
2021 wages in the model are as follows. 

Table 28 Hourly wages per job role in option 4c; 2021 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independent £21.98 £17.71 £14.69 £11.79 
Residential Local 

Authority 
£21.98 £17.71 £14.69 £11.79 

Domiciliary Independent £23.10 £20.20 £14.69 £11.81 
Domiciliary Local 

Authority 
£23.10 £20.20 £14.69 £11.81 

Note: estimated hourly wages per job role exclude additional on-costs. These wages 
include a 5.5% uplift from the 2020 wages. See section 3.1.2 for a discussion on the 
calculation of the Local Authority wages. 
Source: LE Wales 

Local Authority wages are higher than independent sector wages in each pay band 
considered in the workforce model. Therefore, this policy option – if applied as in the model 
– would impact all workers in the independent sector but not workers in the Local Authority 
sector. At the start of the modelling period in 2021, 37,464 out of the 44,875 workers 
included in our narrow definition of the workforce are affected by this policy option (see 
Table 12). 

The figures below show the number of workers for residential and domiciliary care per year 
in excess of the baseline projection. Note that these figures only reflect changes to the 
independent sector workforce, since the wages in the Local Authority care sector are the 
same as in the baseline. 

 
92 Further analysis of the interaction between pay increases and the tax-benefit system are 
provided later in this chapter. 
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Figure 23 Number of workers per year in option 4c in excess of the baseline projection; 
residential care 

Note: The figure shows the difference between the number of workers in option 4c and 
the baseline. The yearly figures should not be summed to generate a total impact. 
Source: LE Wales Workforce Model 
Figure 24 Number of workers per year in option 4c in excess of the baseline projection; 
domiciliary care 

Note: The figure shows the difference between the number of workers in option 4c and 
the baseline. The yearly figures should not be summed to generate a total impact. 
Source: LE Wales Workforce Model 

Figure 25 shows that the projected ratio of the number of care recipients to the number of 
direct care workers is likely to decrease marginally under option 4c up till 2026. Thereafter, 
demand is likely to grow at a faster rate than the supply of direct care workers. 
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Figure 25 Projected ratio of the number of care recipients to the number of direct care 
workers (Option 4c) 

 
Note: Headcount figures used to construct the ratio. Demand projections cover all 
demand for formal care services (local authority clients, self-funders and those receiving 
NHS Continuing Healthcare). Direct carers include senior care workers and care workers 
only. 
Source: LE Wales Workforce Model 

Figure 23 and Figure 24 show that the number of workers in option 4c would be higher than 
under the baseline as well as options 4a and 4b. However, as the table below shows, option 
4c is also associated with higher costs. Annual workforce number and total costs (for the 
central estimates) are provided in Table 39 and Table 40 (respectively) in Annex 4. 

The additional cost (in net present value) to maintain the ratio of care recipients to direct 
care workers at the 2021 levels is estimated to be £896 million (in 2020 prices) over the 
period from 2021 to 2035, which corresponds to an additional 9,195 direct care workers by 
2035. 
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Table 29 Impact of option 4c – Uplift of care worker wages to Local Authority pay 
rates 

Impact of option 4c Low 
estimates 

Central 
estimates 

High estimates 

Additional workers by 2035 525 (1.1%) 3,470 (7.3%) 6,865 (14.5%) 
Establishments no longer in 
need of improvement by 
2035[a] 

124 (7.8%) 124 (7.8%) 124 (7.8%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

2,865 
(21.2%) 

3,656 (27.0%) 4,532 (33.5%) 

Note: Percentages refer to percentage of baseline total. The baseline total for 
establishments are all care establishments in Wales, across the independent and Local 
Authority sector, and across residential and domiciliary care. NPV = Net present value. 
[a] The low, central, and high estimate vary based on the assumed labour supply elasticity 
with respect to wage. Care quality is assumed to be independent of labour supply 
elasticity and is therefore the same across all three estimates. 
Source: LE Wales Workforce Model 

3.6.1 Stakeholder views 

This option was generally viewed positively by stakeholders. A number of stakeholders 
pointed out that local authorities rarely make stipulations about minimum wages and 
conditions when commissioning providers, perhaps because of the difficulty in enforcing 
this. However, one stakeholder noted that when the Welsh Government have provided 
additional care funding in the past, some local authorities did make these stipulations.  

Two specific advantages of this option for stakeholders were mentioned:  

 it would help the independent care sector retain staff instead of losing them to local 
authorities; 

 it would prevent undercutting of good providers by less good providers. 

However, stakeholders also identified some disadvantages for the sustainability of the care 
sector which are associated with this option: 

 Although it might help the independent sector retain staff who might otherwise 
leave to work for a local authority, the pay increase would still not be sufficient to 
prevent loss of staff to other (non-care) sectors.  

 Care worker pay could still continue to differ widely across Wales, perpetuating the 
existing high sector job turnover: this is because local authority pay is set at a 
‘national’ level (England, Wales, Northern Ireland), with detailed pay bands and 
grades for staff. However, individual local authorities have a lot of flexibility in the 
sense that they can choose at which spine point they appoint staff. As a result, pay 



Impact of workforce policy options 

 

 

LE Wales 
Additional funding for social care 85 

 

and conditions are negotiated at individual local authority level and so vary 
considerably throughout Wales.  

Furthermore, stakeholders were at pains to point out that pegging care worker pay to the 
level of local authority staff was not considering the equally crucial importance to care 
workers of local authority terms and conditions. These tend to be more favourable than in 
the independent sector. For example, for domiciliary care staff, local authority conditions 
usually ensure consistent professional support. Local authorities generally have policies 
regarding the number of supervisory staff and the availability of supervisory staff out of 
hours, which is especially important for domiciliary care staff whose jobs can be difficult 
and quite isolated. Therefore, even if pay levels were to increase to local authority levels, if 
the disparity continued between local authorities and independent providers in terms of 
employment conditions, then the current job turnover situation is unlikely to change. One 
stakeholder underlined that independent sector care providers find it highly frustrating to 
train workers only to lose them to local authorities because of their better terms and 
conditions.  

3.7 Option 4d: Uplift of care worker wages to NHS Agenda for Change 
pay rates and terms and conditions 

Option 4d involves increasing wages to the level of the NHS Agenda for Change (AfC) rates 
(as under option 4b) and changing the terms of conditions to the NHS Agenda for Change 
standards. Therefore, the wages in 2021 used in the model are as follows. 

Table 30 Hourly wages per job role in option 4d; 2021 

Type of 
care 

Source of 
care 

Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Residential Independent £17.78 £13.70 £10.79 £10.09 
Residential Local 

Authority 
£21.98 £18.25 £16.25 £13.64 

Domiciliary Independent £16.53 £13.22 £10.79 £10.27 
Domiciliary Local 

Authority 
£23.10 £20.20 £16.55 £13.90 

Note: Estimated hourly wages per job role exclude additional on-costs. 
Source: LE Wales 

As explained in Section 3.1.3, improvements in terms and conditions enter the model as 
increases in the on-costs that come on top of wages. The baseline model assumes on-costs 
of 29.85% representing the statutory requirements for terms and conditions.93 

 
93 This was calculated based on pay and wage-related on-costs reported by the UKHCA in 
their calculation of the minimum price for homecare. Retrieved from: 
https://www.ukhca.co.uk/downloads.aspx?ID=434. 

https://www.ukhca.co.uk/downloads.aspx?ID=434
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LE Wales compared the NHS Agenda for Change standards as provided in an initial 
assessment by the Welsh Government with statutory requirements as set out on GOV.UK. 
Following the UKHCA calculation of on-costs, this assessment looked at holiday pay, paid 
time for training, (short-term) sickness pay, notice and suspension pay, and travel 
reimbursement. Beyond the factors included by UKHCA, LE Wales further looked at 
overtime pay, pay for unsocial hours, occupational sick leave, and maternity pay. 

The analysis by LE Wales revealed that on-costs may increase by 2.5 percentage points upon 
moving from statutory requirements to the NHS AfC standards when only accounting for 
the on-costs included by UKHCA in its calculation of the minimum price for homecare. When 
extending the analysis to also include overtime pay, pay for unsocial hours, occupational 
sick leave and maternity pay, on-cost may increase by as much as 10 percentage points. 

Two different scenarios for this option were used for option 4d; a main scenario which 
increases on-costs by 5 to 10 percentage points and a sensitivity analysis which limits the 
increase in on-costs to the minimum of 2.5 percentage points. The main scenario recognises 
that some terms and conditions will be more relevant for care workers and senior care 
workers than for managers, e.g. pay for unsocial hours. The additional on-costs were 
applied to all types and sources of care. The two scenarios are therefore as follows. 

Table 31 Additional on-costs per job role in option 4d 

Scenario Managers Deputy 
managers 

Senior care 
workers 

Care 
workers 

Main scenario 5 pp 5 pp 10 pp 10 pp 
Alternative 
scenario 

2.5 pp 2.5 pp 2.5 pp 2.5 pp 

Note: pp = percentage points 
Source: LE Wales 

In the model, the improved terms and conditions drive an improvement in retention rates 
and the increased on-costs associated with those improved terms and conditions are 
reflected in the estimate of option costs. These additional on-costs have been applied in the 
same way across both the residential and domiciliary care sectors, as well as the Local 
Authority and independent sectors. As such, we implicitly assume that the residential and 
domiciliary, and Local Authority and independent sector currently have broadly similar 
terms and conditions. 

There is some conflicting evidence on whether this is indeed the case. The recent report on 
terms and conditions in social care by the WIHSC94 provides both a literature review and 

 
94 https://gov.wales/sites/default/files/statistics-and-research/2020-09/review-of-
evidence-of-variation-in-terms-and-conditions-for-social-care-employment-contracts-in-
wales.pdf 
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survey results on the current state of terms and conditions in the social care sector in Wales. 
The survey responses suggest that Local Authority provide better terms and conditions than 
the independent sector, but the literature review seems to suggest that terms and 
conditions are broadly comparable across sectors. 

Figure 26 and Figure 27 below show the number of workers per year in excess of the 
baseline projection by type of care for the main scenario, while Figure 28 and Figure 29 
show the additional numbers by type of care for the alternative scenario. In these figures – 
and for the remainder of this section – the labour supply elasticity with respect to wages is 
kept constant at 0.37. As explained in sections 3.1.1 and 3.1.3, the impact of terms and 
conditions is also subject to a labour supply elasticity. The stakeholder consultations 
suggested that workers may react more strongly to improvements in terms and conditions 
than to increases in wages. In absence of direct estimates of the impact of terms and 
conditions on retention, the model uses the assumption for the labour elasticity with 
respect to wages but increased by one step. As such, the figures presented below are 
subject to a high degree of uncertainty and should be interpreted as such. 

Our low estimate for the labour elasticity with respect to terms and conditions is therefore 
0.37 and the central estimate is 0.68. These are respectively the central and high estimate 
for the labour elasticity with respect to wages. The high estimate for the labour supply 
elasticity with respect to terms and conditions was calculated by linear extrapolation of the 
low and central estimates and is set at 0.99. 

Figure 26 Number of workers per year in option 4d in excess of the baseline projection; 
residential care (main scenario) 

Note: The figure shows the difference between the number of workers in option 4d (main 
scenario) and the baseline. The yearly figures should not be summed to generate a total 
impact. The labour supply elasticity with respect to wages is kept constant at 0.37; the 
labour supply elasticity with respect to terms and conditions varies between 0.37 and 
0.99. 
Source: LE Wales Workforce Model 
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Figure 27 Number of workers per year in option 4d in excess of the baseline projection; 
domiciliary care (main scenario) 

Note: The figure shows the difference between the number of workers in option 4d (main 
scenario) and the baseline. The yearly figures should not be summed to generate a total 
impact. The labour supply elasticity with respect to wages is kept constant at 0.37; the 
labour supply elasticity with respect to terms and conditions varies between 0.37 and 
0.99. 
Source: LE Wales Workforce Model 
Figure 28 Number of workers per year in option 4d in excess of the baseline projection; 
residential care (alternative scenario) 

Note: The figure shows the difference between the number of workers in option 4d 
(alternative scenario) and the baseline. The yearly figures should not be summed to 
generate a total impact. The labour supply elasticity with respect to wages is kept 
constant at 0.37; the labour supply elasticity with respect to terms and conditions varies 
between 0.37 and 0.99. 
Source: LE Wales Workforce Model 
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Figure 29 Number of workers per year in option 4d in excess of the baseline projection; 
domiciliary care (alternative scenario) 

Note: The figure shows the difference between the number of workers in option 4d 
(alternative scenario) and the baseline. The yearly figures should not be summed to 
generate a total impact. The labour supply elasticity with respect to wages is kept 
constant at 0.37; the labour supply elasticity with respect to terms and conditions varies 
between 0.37 and 0.99. 
Source: LE Wales Workforce Model 

As shown in Figure 30, option 4d (main scenario) leads to increases in the supply of direct 
care workers that maintains the ratio of the number of care recipients to the number of 
direct care workers up till 2024. However, thereafter, and as with the other scenarios, 
demand outpaces supply, leading to more adults receiving care services per care worker in 
each year. 
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Figure 30 Projected ratio of the number of care recipients to the number of direct care 
workers (Option 4d – main and alternative scenario) 

 
Note: Headcount figures used to construct the ratio. Demand projections cover all 
demand for formal care services (local authority clients, self-funders and those receiving 
NHS Continuing Healthcare). Direct carers include senior care workers and care workers 
only. 
Source: LE Wales Workforce Model 

Table 32 and Table 33 below show the impacts of option 4d for both the main scenario and 
the alternative scenario (respectively). As before, the labour supply elasticity with respect 
to wage was kept constant at our central estimate but the elasticity with respect to terms 
and conditions was varied. Annual workforce numbers and total costs (for the central 
estimates) are provided in Table 39 and Table 40 (respectively) in Annex 4. 

Under the main scenario, approximately 9,232 additional direct care workers would be 
needed by 2035 to maintain the ratio of care recipients to direct care workers at the 2021 
level. This equates to additional costs (in NPV) of £833 million (in 2020 prices) over the 
period from 2021 to 2035. In the alternative scenario of option 4d, 10,634 extra direct care 
workers would need to be recruited by 2035 to maintain the ratio, which would see costs 
increase in net present value by £834 million (in 2020 prices) over the modelling period. 
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Table 32 Impact of option 4d; main scenario 

Impact of options 4d (on-costs 
between 5 and 10 pp) 

Low estimates Central 
estimates 

High estimates 

Additional workers by 2035 1,978 (4.2%) 3,056 (6.4%) 4,180 (8.8%) 
Establishments no longer in 
need of improvement by 
2035[a] 

140 (8.8%) 140 (8.8%) 140 (8.8%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

2,235 (16.5%) 2,485 
(18.4%) 

2,743 (20.3%) 

Note: Percentages refer to percentage of baseline total. The baseline total for 
establishments are all care establishments in Wales, across the independent and Local 
Authority sector, and across residential and domiciliary care. 
Assumed additional on-costs: for (deputy) managers: 5 percentage points; for (senior) care 
workers: 10 percentage points 
[a] The low, central, and high estimate vary based on the assumed labour supply elasticity 
with respect to terms and conditions. Care quality is assumed to be independent of labour 
supply elasticity and is therefore the same across all three estimates. 
Source: LE Wales Workforce Model 

Table 33 Impact of option 4d; alternative scenario 

Impact of options 4d (on-costs 
equal to 2.5 pp) 

Low 
estimates 

Central 
estimates 

High estimates 

Additional workers by 2035 1,061 (2.2%) 1,326 (2.8%) 1,593 (3.4%) 
Establishments no longer in 
need of improvement fewer by 
2035[a] 

55 (3.4%) 55 (3.4%) 55 (3.4%) 

Additional NPV cost over 2021-
2035 (£ million in 2020 prices) 

1,246 (9.2%) 1,306 (9.7%) 1,366 (10.1%) 

Note: Percentages refer to percentage of baseline total. The baseline total for 
establishments are all care establishments in Wales, across the independent and Local 
Authority sector, and across residential and domiciliary care. 
Assumed additional on-costs: 2.5 percentage points. 
[a] The low, central, and high estimate vary based on the assumed labour supply elasticity 
with respect to terms and conditions. Care quality is assumed to be independent of labour 
supply elasticity and is therefore the same across all three estimates. 
Source: LE Wales Workforce Model 

3.7.1 Stakeholder views 

This option received strong approval, with stakeholders agreeing on the importance of 
parity of pay and terms and conditions across sectors.  
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One stakeholder commented that the relative importance of pay and other conditions 
varies, because many factors are involved, but when pay isn’t a factor, terms and conditions 
such as holiday entitlement/pension provision/weekly working hours/unsocial hours, etc. 
come into play.  

Flexibility was highlighted by one stakeholder as a particularly valuable T&C to many care 
workers – perhaps even more so than pay - since the predominantly female workforce is 
frequently juggling family responsibilities with work.  

Several stakeholders also used the example of zero hour contracts to illustrate how not all 
terms and conditions are equally valued by workers. Although zero hours are disliked by 
many workers, others view this kind of arrangement positively because it allows them the 
flexibility they need. One stakeholder pointed out that there has always been a casual 
workforce in the care sector, and for some people this is the preferred option. Moreover, 
younger generations of care workers may have different job expectations than those of 
older generations. For example, they may have lower levels of job loyalty and prefer not to 
be tied down contractually to one job.  

Stakeholders were also in agreement that in order to achieve an integrated health system, 
parity with the NHS is crucial in terms of pay, terms and conditions, and – crucially - how 
carers are valued. It was strongly felt that if people are doing similar jobs, they should get 
the same recompense regardless of sector. Otherwise, the current situation will continue 
to prevail, in which workers move around the different sectors in search of the best wage, 
which adversely impacts continuity of care for care users.  

A final stakeholder comment on this option was that, overall, whilst pay and conditions are 
important, it is also crucial to invest in the support infrastructure for staff, such as 
supervision and training. 

3.8 Interaction with tax and benefits system 

Analysis was undertaken to test whether uplifting the gross wages of the Welsh social care 
workforce might have the effect of reducing take-home pay as tax credits and/or benefits 
are withdrawn.  

The tax and benefits system is highly complex and every household’s tax and benefits 
position is different. This makes it difficult to make a general statement on how the pay 
rises would interact with the system. Five different household types were chosen to provide 
illustrative examples of the effects on take-home pay. Following an approach used by HM 
Treasury95, the household types used are: single adult with no children; single adult with 
one child; couple with no child; couple with one child; and couple with two children.  

 
95 HM Treasury (2018) “Impact on households: distributional analysis to accompany Budget 
2018”. Available at: 
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The UK Government recommends the use of one of the three benefits calculators on their 
website96. This analysis uses the Policy in Practice calculator.97 This calculator requires 
details about the household, property, and income and earnings. The input assumptions 
used for this analysis are set out in Annex 7. Overall, the approach taken here is to vary the 
household size but keep most other household characteristics, such as age, area of 
residence and others, constant. 

The analysis undertaken tests the impact of the pay rises for Option 4c (uplift to local 
authority wages) compared to the baseline for care workers in the independent residential 
care sector. This increase was chosen because this is the case where wages would have the 
greatest increases and would provide the best test for whether any gross pay increases 
would result in a reduction of take-home pay.  

Overall, the analysis suggests that the increases in gross pay for all job roles across all 
household types considered here would not lead to a reduction in take-home pay (income 
received, including benefits). However, in all cases the increase in take home pay is less than 
the increase in gross pay. The increase in take home pay expressed as a percentage of the 
increase in gross pay varies very little across the job categories, but there is considerable 
variation across the household types. A £1 increase in gross pay translates to a 24 pence 
increase in take-home pay in the smallest case and 68 pence in the greatest case.  

Table 34 Increase in take home pay as a % of increase in gross pay for Option 4c 

 Care 
worker 

Senior care 
worker 

Deputy 
manager Manager 

Single, no children 68% 68% 68% 68% 
Single, one child 24% 25% 25% 25% 
Couple, no child 68% 68% 68% 68% 
Couple, one child 25% 25% 42% 68% 
Couple, two children 25% 25% 25% 25% 

Source: LE Wales 

The increase in take home pay is less for workers with children and greater for workers 
without children. On average, households with children see their take-home pay increase 
by 31 pence for every pound increase in gross pay. For households without children, this is 
68 pence, on average. 

Households with children tend to gain less from a gross pay increase because of the way in 
which Universal Credit operates. As Table 35 below illustrates, the adult element, child 

 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachmen
t_data/file/752045/impact_on_households_distributional_analysis_to_accompany_budge
t_2018_web.pdf 
96 https://www.gov.uk/benefits-calculators 
97 https://www.betteroffcalculator.co.uk/calculator/new/step1 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752045/impact_on_households_distributional_analysis_to_accompany_budget_2018_web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752045/impact_on_households_distributional_analysis_to_accompany_budget_2018_web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752045/impact_on_households_distributional_analysis_to_accompany_budget_2018_web.pdf
https://www.gov.uk/benefits-calculators
https://www.betteroffcalculator.co.uk/calculator/new/step1
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element, childcare and housing elements determine the maximum entitlement that the 
household can get. A reduction is then applied on this entitlement – the higher income and 
savings, the larger the reduction.  

The incomes in all job roles in the baseline (and option 4c) translate into reduction amounts 
sufficiently large to remove all the Universal Credit entitlement, except for the households 
with children. For these households, the child element and childcare give them an 
entitlement such that even after the reduction is applied, there is some amount left over to 
be awarded. In other words, for these households, they are eligible for some Universal 
Credit payments, but if their gross pay increases, these payments would be reduced. 
Whereas for households without children, they were not eligible for the Universal Credit 
payments in any case, and so a gross pay increase does not reduce any benefits. 

Table 35 Illustrative example: care worker at baseline wage, with and without 
children 

Universal Credit element 
Couple 

with two 
children 

Couple 
with no 
children 

Driver 

Adult element £499 £499 Number of people in household 
and age 

Child element £509 £0 Number of children 
Childcare £936 £0 Cost of childcare 

Housing element £373 £326 Number of children and 
children’s gender 

Maximum Universal credit 
entitlement £2,317 £824 Sum of above 

Reduction £1115 £824 Income and savings 

Universal Credit Award £1202 £0 Maximum entitlement minus 
reduction 

Source: LE Wales 

In summary, all gross pay rises would result in higher take-home pay (income including 
benefits) for the household characteristics assessed and the increase in take home pay 
would be greater for households without children. The labour supply elasticity estimates 
we use for our workforce modelling were estimated from changes in gross wages and so do 
not need to be further adjusted to reflect these findings. 

3.9 Summary of impacts 

The table below shows the summary of the impacts of each workforce option, based on the 
central estimates. It also shows the totals for the baseline scenario – against which we 
assessed the impacts of each option. 
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Table 36 Summary of impacts of workforce options 

Baseline Size of workforce Number of 
establishments[a] 

Total NPV cost 
in 2020 prices (£ 

million) 
In 2021 44,875 1,594 £971 
By 2035 47,422 1,594 £13,534 
    

 
Options Additional 

workforce by 
2035 

Reduction in the 
number of 

establishments in 
need of 

improvement by 
2035[b] 

Additional NPV 
cost in 2020 

prices (£ million) 

Option 4a: Real living 
wage 

+ 338 
(0.7%) 

- 19 
(1.2%) 

+ £325 
(2.4%) 

Option 4b: NHS Agenda 
for Change pay 

+ 748  
(1.6%) 

- 26 
(1.6%) 

+ £898 
(6.6%)  

Option 4c: Local 
authority pay 

+ 3,470  
(7.3%) 

- 124 
(7.8%) 

+ £3,656 
(27.0%) 

Option 4d (main); NHS 
Agenda for Change pay 
& conditions  

+ 3,056  
(6.4%) 

- 140 
(8.8%) 

+ £2,485  
(18.4%) 

Option 4d (alternative); 
NHS Agenda for Change 
pay & conditions  

+ 1,326  
(2.8%) 

- 55 
(3.4%) 

+ £1,306 
(9.7%) 

Note: Percentages refer to percentage of baseline total. 
[a] This is the total number of care establishments (residential or domiciliary) in Wales and 
is assumed to stay constant over the period 2021 to 2035.  
[b] CIW do not currently award establishment ratings in this way, but we have used data 
from England to assume the same percentage of establishments in Wales would be in 
need of improvement. For the model, we assume that – in the baseline – 30% of 
residential care establishments and 15% of domiciliary care establishments are in need of 
improvement. This represents respectively 320 (residential care) and 79 (domiciliary care) 
in need of improvement. 
Source: LE Wales Workforce Model 

The summary shows that stronger interventions (e.g. higher pay rises) are associated with 
larger impacts and higher costs. Interventions may increase the workforce by as much as 
7.3% over the baseline scenario but may also raise costs by more than 25%. 
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Option 4c and option 4d (main scenario) have the largest impact. The main scenario for 
option 4d suggests an increase in the workforce of 3,056 by 2035 (range: 2,381 – 3,753)98. 
Option 4c suggest a workforce increase of 3,470 (range: 525 – 6,865) by 2035. In contrast, 
option 4a is expected to generate only a fraction of that increase in the workforce; 338 
(range: 54 – 625). 

Options 4c and 4d – depending on scenario – are also predicted to have the largest impact 
on care quality. Under the main scenario, option 4d is predicted to reduce the number of 
establishments in need of improvement by 14099. Option 4c is predicted to reduce this 
number by 124. Again, option 4a shows the smallest impact with a reduction of 19 
establishments in need of improvement. 

Option 4c, however, is likely to be the most expensive option to implement. This option is 
expected to have an additional NPV cost of £3,656 million in constant 2020 prices (range: 
£2,866 million - £4,532 million) on top of the spending in the baseline. In comparison, 
additional costs associated with option 4a are only 8.9% of the associated additional costs 
for option 4c, according to our central estimate. 

Overall, the modelling results suggest that improving terms and conditions alongside 
increasing wages may be the most cost-effective way of boosting the workforce. This is 
illustrated best by comparing the impacts of option 4b and option 4d. These two options 
see the same increase in wage for workers but differ in the terms and conditions. In option 
4d, the terms and conditions are improved whereas in option 4b they are not. The improved 
terms and conditions increase the additional workforce by 578 (alternative scenario) to 
2,308 (main scenario) workers according to our central estimate.100 That represents a 77% 
to 309% increase going from option 4b to option 4d. At the same time, the additional NPV 
costs associated with improved terms and conditions are £408 million to £1,587 million.101 
This represents a 46% to 177% increase going from option 4b to 4d. The increase in 
workforce is larger in relative terms than the increase in costs. Terms and condition 
improvements may be more cost effective since workers may be more susceptible to 
changes in working conditions than to changes in wages. 

 
98 This range was calculated holding the labour supply elasticity with respect to wages 
constant. If the labour supply elasticity with respect to wages is allowed to vary, the relevant 
range is 1,978 to 4,180. 
99 Note that the modelling of care quality is not impacted by the labour supply elasticity 
assumptions with respect to wages or terms and conditions. Therefore, there is no range to 
report. 
100 This is the difference in additional workers by 2035 between options 4b and 4d. 
101 This is the difference in the additional net present value costs between options 4b and 
4d over the period 2021-2035 in constant 2020 prices. 



Impact of workforce policy options 

 

 

LE Wales 
Additional funding for social care 97 

 

This idea is consistent with the views of stakeholders interviewed for this research who 
emphasised the importance of terms and conditions – several felt that pay rises on their 
own were not enough. 
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Annex 1 Working definition of ‘personal care’ 

For the purposes of the modelling and the assessment of this policy option, we have used 
the following definition of personal care, provided to us by Welsh Government. 

Definition of personal care 

The definition of personal care below is provided solely for the purpose of this modelling 
exercise. It is based on a similar definition to the Scottish Government model.  

The functions and tasks set out below must be provided directly to, or arranged for, a 
person aged 18 and over and assessed by the local authority as in need of such provisions, 
free of charge. For the purposes of this modelling, personal care can be provided in a 
person’s own home or in a care home. 

1. Personal hygiene - provide or assist a person with:  

(a) shaving;  
(b) cleaning teeth (whether or not they are artificial) by means of a brush or dental floss 
and (in the case of artificial teeth) by means of soaking;  
(c) rinsing their mouth;  
(d) keeping fingernails and toenails trimmed;  
(e) using the toilet or with using a bedpan or other receptacle;  
(f) where the person is fitted with a catheter or stoma, providing such assistance as 
required to ensure cleanliness and that the skin is kept in a favourable hygienic condition;  
(g) where the person is incontinent -  

(i) the consequential making of the person’s bed and consequential and changing 
and laundering of the person’s bedding and clothing; and  
(ii) caring for the person’s skin to ensure that it is not adversely affected.  

2. Eating, feeding, drinking and nutrition - provide or assist a person with: 

(a) preparation of, or the provision of food including (without prejudice to that 
generality);  
(b) defrosting, washing, peeling, cutting, chopping, pureeing, mixing or combining, 
cooking, heating or re-heating, or otherwise preparing food or ingredients;  
(c) cooking, heating or re-heating pre-prepared fresh or frozen food;  
(d) portioning or serving food;  
(e) cutting up, pureeing or otherwise processing food to assist with eating it; and  
(f) fulfilment of special dietary needs.  
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But not the supply of food (whether in the form of a pre-prepared meal or ingredients 
for a meal) to, or the obtaining of food for, the person, or the preparation of food prior 
to the point of supply to the person.  

3. Provide support or assist a person who is immobile, or has limited mobility, in 
dealing with the problems of that immobility.  

4. If the person requires medical treatment, assistance with medication, as for example 
by:  

(a) applying creams or lotions;  
(b) administering eye drops;  
(c) applying dressings in cases where this can be done without the physical involvement 
of a registered nurse or of a medical practitioner;  
(d) assisting with the administration of oxygen as part of a course of therapy.  
 
5. With regard to the person’s general well-being -  
(a) assisting with getting dressed;  
(b) assisting with surgical appliances, prosthesis and mechanical and manual equipment;  
(c) assisting with getting up and with going to bed;  
(d) the provision of devices to help memory and of safety devices;  
(e) behaviour management and psychological support.  
 

Source: Welsh Government 

Any non-residential care that is not listed above, would be chargeable, as under current 
arrangements. 
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Annex 2 Stakeholder engagement 

A2.1 Engagement process 

Welsh Government asked LE Wales to conduct interviews to discuss the proposed policy 
options with the following six stakeholder organisations:  

 Welsh Local Government Association  
 ADSS 
 Care Forum Wales / National Provider Forum 
 Social Care Wales 
 Care Inspectorate Wales 
 NHS Wales.  

Interviews were conducted by telephone between 17th January and 5th February 2020. 

Insights from these interviews were used to inform the analysis in our report and 
anonymised summaries of stakeholder views on the policy options are provided in Chapters 
2 and 3 of the report as well as the remainder of this Annex (which focusses on the 
workforce options). 

A2.2 Workforce options versus user charge options 

There was wide agreement amongst the stakeholders that we spoke to that the main 
challenge facing social care in Wales at the present moment is the crisis in recruitment and 
retention of social care workers, particularly in domiciliary care. Providers across Wales are 
struggling to recruit and retain suitable staff at current rates of pay. The care sector is 
consistently losing staff to other sectors, such as the retail sector, which offer better pay 
and conditions. Consequently, improving the pay and conditions of care workers was 
regarded as crucial to the sustainability of social care provision in Wales.  

According to stakeholders, the bottom line is that care packages cannot be delivered unless 
pay rates increase. Therefore, using additional funding only to subsidise user charges would 
not the best choice to make, since there will not be enough staff to deliver the services.  

A2.3 Recruitment 

A2.3.1 The difficulty of recruiting care workers 

This is the number one challenge identified by all stakeholders. Domiciliary care workers 
were regarded as the hardest to recruit. In the residential care sector, nurses and managers 
are also difficult to recruit, as are social workers. As a sidebar, one stakeholder explained 
that within the wider health sector, there is also a shortage of NHS doctors and nurses in 
Wales, predominantly due to fewer people training for these jobs, as well as competition 
for staff in the UK as whole between the NHS and the independent health sector. Different 
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areas of Wales may experience additional skills shortages related to specific local 
circumstances, such as market forces. For example, some areas of Wales have experienced 
a shortage of NHS electricians in the past due to competition from the construction sector 
for these skills.  

The main cause of this recruitment problem in the social care sector was widely viewed as 
current pay and conditions being incompatible with the expectations of the care worker’s 
role. National policy in Wales is to keep people in their own homes for as long as possible, 
which means carers are expected to handle increasingly complex care needs but are being 
paid low rates to do this. These already low pay rates may be further eroded by ‘hidden’ 
costs such as:  

 Carers having to buy their own uniform 
 Carers having to pay their own registration fees/training fees/exam fees: until 

recently, one significant difference between job recruitment by the NHS and the 
independent care sector was that the most important job requirement in the NHS 
was qualifications, whereas in the independent care sector, qualifications were less 
important than learning on the job. However, with the increasing 
professionalisation of the social care workforce, compulsory registration is being 
introduced in early April of this year, requiring minimum training standards. 
However, independent providers may not be able to cover the training costs, as the 
commissioning of care services is coming from public money, which isn’t expected 
to cover professional training of the workforce. Not only may the carer have to 
cover these training costs, they may also have to undertake training (unpaid) in 
their own time.  

 Travel-related costs for carers: these fall into two categories: financial and time 
costs. The piecemeal nature of domiciliary care work (e.g. getting the client out of 
bed in the morning, coming back to sort out their lunch and then later, their dinner, 
but with no care activities in between) results in a lot of travel between jobs, often 
across geographically spread out locations, which generally cannot be undertaken 
by public transport. This means that domiciliary care workers are often required to 
drive and be a car owner. The additional costs of running a car (and, for those who 
cannot already drive, particularly younger generation carers, perhaps having to 
initially invest in driving lessons) are likely to be a significant deterrent to work in 
domiciliary care. Moreover, as hourly pay rates are typically the same across the 
residential care home and domiciliary care sector, yet domiciliary staff often don’t 
get paid for their travel time, this often means, in effect, that domiciliary staff end 
up earning less than the minimum wage. Under these circumstances, it is not 
surprising that many potential care workers choose to work in a fixed location 
instead, such as a supermarket, which does not have these built-in job costs.  

In addition to low hourly pay rates, the poor terms and conditions which are generally on 
offer to care workers are a further barrier to recruitment. These may include no pay for 
learning and development, as previously mentioned, and no sick pay. This is even a problem 
for local authorities who pay better than the independent sector.  
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Furthermore, the negative public perception of social care work is another major 
recruitment barrier according to all stakeholders. Care work is physically and emotionally 
demanding. The role is made even harder as carers are working on their own, with little in 
the way of professional support. High profile media reporting on social care workers who 
have abused their clients has further stigmatised the profession. One stakeholder also 
referenced a survey undertaken in Wales which reported that the general public does not 
actually understand what social care is. They confuse social care with the health care sector 
and assume social care jobs require qualifications, which is additionally off-putting to many 
potential care workers. 

The elderly demographic of domiciliary care clients was another barrier mentioned by one 
stakeholder, specifically related to young people considering working in social care.  

Additionally, several stakeholders pointed out that in many parts of Wales there is close to 
full employment, which means that workers can pick and choose between jobs. The main 
job alternative to care work is work in supermarkets. (However, some stakeholders 
reported that, anecdotally, some people do return to care work because they find the work 
more fulfilling.) The NHS is also an attractive alternative to social care work. Pay and 
conditions are better, with work patterns, such as more team working, offering greater 
professional support.  

A2.3.2 Suggested Recruitment Solutions 

The number one solution given by all stakeholders is to increase pay rates. An example of 
the effectiveness of this solution was given by one stakeholder: when domiciliary care 
providers have a client base of private payers, they can afford to pay higher wages to their 
workforce and under these circumstances, there are no problems with staff recruitment 
and retention. However, in most of Wales, the proportion of private payers is very low, so 
these circumstances rarely apply. 

Recruitment and retention premiums were mentioned by one stakeholder, as utilised by 
the NHS in certain instances to solve specific recruitment problems. Typically, the premium 
is paid for a predetermined period only (e.g. two years) after which the wage reverts to the 
standard rate. As a result, this does not necessarily solve the problem of retaining staff in 
the longer term. The need for offering a premium has to be clearly evidenced. As an 
example, a shortage of NHS electricians in one particular region of Wales was due to local 
market forces (competition from the flourishing building industry) and therefore the only 
way to fill the recruitment gap was to offer more money. However, the stakeholder 
identified significant drawbacks to adopting these kinds of premiums, most notably that the 
premiums need to be fair across sectors/genders/Welsh regions otherwise inequalities can 
arise. In the past, for example, there have been examples of nationally agreed recruitment 
retention rates which led to gender inequalities that negatively affected the female 
workforce. There is also the potential for recruitment retention premiums to negatively 
impact the rest of the local economy.  

There was further consensus from stakeholders that finding ways to change the public 
perception of social care was crucial in terms of improving recruitment and retention in the 
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sector. Unfortunately, care workers are not viewed as ‘heroic’ as is the case with health 
workers. Generally, they are not even viewed with respect. Instead, as previously 
mentioned, care workers tend to be associated with negative stories involving abuse of care 
service clients. One stakeholder suggested improving public promotion of existing annual 
awards which reward good practice in social care, in order to boost the positive image of 
the sector. Overall, a clear need was identified for care worker role models to show how 
working in the care sector can be a valuable career. It was suggested by more than one 
stakeholder that people are more likely to apply for social care jobs if they know someone 
who is working in the sector and therefore have a more positive picture of the job.  

Along with changing the public perception of social care in a general sense, it was also felt 
by stakeholders that more specific promotion was required of the career opportunities of 
social care work and in particular, that it is made clear that only a small percentage of jobs 
require previous qualifications, with the majority offering the opportunity to get qualified 
on the job itself. For example, a carer might start in a domiciliary care post but then become 
a residential care worker for adults or children or the elderly (sideways move) or become a 
senior care worker or manager (upwards move) or could upskill even further, and become 
a social worker or a social care trainer. 

The care industry needs to get into the employment pipeline much earlier by reaching out 
to primary and secondary schools and offering placements to school students so they can 
get a better sense of what care work could offer as a career.  

A2.4 Retention 

The high turnover of care workers leaving the sector was regarded by all stakeholders as a 
major challenge for social care provision in Wales. A turnover of 30% has been widely 
reported in the media. However, one stakeholder pointed out that this figure includes 11%-
12% who relocate elsewhere within the care sector. For example, some care workers in the 
independent sector move to local authorities to take advantage of better terms and 
conditions such as better maternity provision, but more generally because there is a better 
hourly rate. Indeed, workforce data shows that turnover rates for care workers in local 
authorities is lower than in the independent sector. Additionally, around 4% of the 
workforce turnover is due to carers retiring or leaving on grounds of ill health, so the actual 
total turnover is much lower. Moreover, several stakeholders noted that although turnover 
levels in the sector are not ideal, they are not always negative, if staff are leaving to move 
into higher levels of health and social care work, rather than leaving the sector altogether.  

A2.4.1 Reasons Care Workers leave the Care Sector  

One stakeholder pointed out that no-one is collecting exit data for care workers leaving the 
industry in Wales, so the available information is entirely anecdotal, gleaned from sources 
such as care worker forums and meetings. The following reasons for leaving the sector were 
given by stakeholders:  
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 Care workers feel undervalued. Not only is there a negative public perception of 
what their job entails, but they also feel professionally unsupported. As one 
stakeholder remarked, whilst this is a low pay sector, to care workers, it’s not just 
about pay: in order to maintain continuity of staffing, support for those staff is very 
important too.  

 The pay is too low: care worker wages have been driven down as a result of local 
authorities increasingly outsourcing social care to the private and voluntary sectors. 
This has also led to the costs of service delivery being driven down; not the best 
way to improve care quality, as one stakeholder commented. Currently, local 
authorities are calculating their social care costs based on minimum pay rates. In 
some cases, where there has been an increase in pay rates, the resulting eroded 
pay differentials (e.g. for taking extra responsibilities/acquiring extra qualifications) 
has led to retention problems.  

 Care workers feel that the job did not deliver on how it was sold to them or the job 
as a whole did not suit them. 

 Poor job security: in the private/voluntary sector, jobs may only be commissioned 
for a limited time span. The better job security in local authorities may be a 
significant factor for their better staff retention rates. 

A2.4.2 Suggested Retention Solutions 

The number one solution from all stakeholders was – again – to increase pay rates.  

Another widely mentioned solution was to adopt a national approach to pay and conditions. 
It was pointed out that social care, unlike health care, is a marketplace. As a result, there is 
lower turnover within the health sector, compared to the social care sector, due to the fact 
that the NHS can impose national pay scales. In contrast, the 22 Welsh local authorities are 
all politically autonomous bodies which commission in their own idiosyncratic ways. The 
unintended consequence of this approach is that it promotes employment churn. An 
example given by one stakeholder was that when one (unnamed) Welsh local authority 
increased care worker pay by £1.00 an hour, the result was a migration of care workers from 
other local authorities, causing shortages of care workers in the areas they had left. This is 
a clear example of how adopting a national approach to pay and conditions would be much 
better for the social care sector as a whole.  

Allied to adopting a national approach to pay and conditions, another widely-offered 
suggestion was to improve local authority commissioning processes, and in particular, to 
ensure that commissioned bodies treat care workers better. Local authorities often provide 
a commissioning toolkit to providers, setting out how much they are prepared to pay for 
care and the types of care they will cover. This includes staff ratios. However, increasing the 
number of staff does not improve retention, because the underlying causes of high staff 
turnover are not being addressed. For example, when commissioning care services, local 
authorities should look for ways to make job conditions easier for care workers, such as by 
reducing the geographical area care workers are expected to cover, in order to reduce daily 
travel time/expenses. Local authorities could also make it a contractual issue for providers 
to employ care workers under the same pay and conditions as the local authority. 
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Moreover, instead of the current system of relying on self-generated data from providers 
for monitoring purposes, local authorities need to go into the services to see what is actually 
happening on the ground. However, one stakeholder was at pains to point out the 
importance of local authorities taking a partnership approach to contract management in 
order to find ways of improving recruitment and retention of care workers, rather than 
taking a punitive approach with providers.  

Another solution suggested by one stakeholder was to give carers more professional 
autonomy. They stated that in pilot schemes in which carers were given greater autonomy 
over their client’s individual outcomes, instead of following the usual generic care industry 
outcomes of time and task, retention levels improved.  

A2.5 Care quality and wellbeing 

Most stakeholders shared the opinion that improvements to pay and conditions are 
important factors for driving increases to care quality.  

The following factors were mentioned as being important for the wellbeing of those being 
cared for:  

 Interaction with care staff; 
 Quality and continuity of relationships between care staff and care recipients; 
 Meaningful things to do with time; 
 Dignity and respect. 

It was suggested that there is no real agreement on how best to measure these outcomes, 
although, on a purely anecdotal level, as one stakeholder put it: “if care providers treat their 
workforce poorly, how are workers likely to treat the people they are serving?”  

Some potentially useful indicators of care quality were mentioned but it was stressed that, 
on their own, these measures are all very limited:  

 Staffing ratios (viewed as a highly contentious measure, since increasing the 
number of staff does not necessarily improve retention, and they may mask high 
levels of staff turnover);  

 Levels of learning, development and training received by staff; 
 Shift patterns (one stakeholder commented on the difficulty of doing the job well 

over a 12 hour shift); 
 Level of care home fees was also mentioned as a possible indicator of quality, 

though this was generally viewed as a poor indicator. 

There was a general view that improving pay and terms and conditions for care workers 
would improve care quality levels, as a result of improved staff continuity and stability of 
care provision. There was frequent reference to the importance given by care recipients 
and their families to building a long term trusting relationship with their carers. Measures 
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that could contribute to reducing staff turnover were viewed as being very important for 
the wellbeing of care recipients and their families. 

Improvements to recruitment and retention arising from better pay could also improve care 
quality by enabling clients to leave hospital settings sooner and, where appropriate to go 
back to their own home with a care package rather than having to go into a care home. 

It was noted that independent domiciliary care providers will only take on a care package if 
they have sufficient staff. When a client has their domiciliary care package declined because 
staff are not available, local authorities will try to find another provider. However, if other 
providers also have to decline the care package, the client is likely to end up staying longer 
in hospital or being moved temporarily into a care home. In contrast, care home providers 
have to manage on whatever staffing levels they have available. With higher staffing levels, 
they would be able to respond more quickly to resident’s needs.  

Higher and more consistent staffing levels as a result of improved pay and conditions might 
also help solve the care quality anomaly between care provision for 18-65 year olds in 
residential care (who experience a daily regime and activities that provided on the basis of 
individual needs) and that of care provision for 65+ year old clients receiving domiciliary 
care, whose meals, bedtimes etc are totally dependent on whatever time the carer is 
available, rather than what is best for them as an individual. 

Providing career opportunities to care workers was also seen as key to improving quality of 
care, in two specific ways: 

 It turns caring from just a job into a career with a career pathway, resulting in a 
stable workforce, which is crucial for improving quality of care, since consistency 
and continuity of care would be improved  

 It could reduce pressure on other parts of the health sector, for example, by training 
care workers how to give injections as part of their job.  
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Annex 3 Definitions and assumptions for options 1 

Box 3 Option 1 – main definitions, assumptions and limitations 

Personal care element 
 For the purposes of the modelling exercise the personal care element was set at 

80% of the cost for home care services and direct payments. The remaining 20% 
would remain chargeable as under existing policy. Although relevant Welsh 
stakeholders were not able to provide an exact figure for the cost of the personal 
care element, they thought it represented a significant proportion of the total 
cost of service provision. In Scotland, expenditure on personal care services as a 
proportion of overall net expenditure on home care services ranged between 
73% and 87% in the period 2008/09-2017/18102.  

 For the purposes of the modelling exercise and consistently with the Scottish 
policy we have assumed that all other non-residential care services (provided 
outside the care recipient’s own home) are not affected by the option.  

Impact on net expenditure 
 Across all of the options, the model estimates the additional net expenditure 

(gross expenditure minus revenue from service users) of the option compared to 
the situation in the baseline scenario. In general, for existing service users this 
additional net cost is equal to the charge revenue that has been lost to local 
authorities (LAs), because services are no longer chargeable. For new service 
users that decide to take up local authority care services as a consequence of the 
fully funded personal care policy the additional net cost is equivalent to the cost 
of the additional services that have to be provided free of charge by the LAs. 

Existing local authority clients 

The impact on net expenditure for existing clients (those projected to be receiving 
services in the baseline scenario) was estimated using two approaches, both of 
which are based on estimating the lost charging revenue to local authorities. 
 The first approach assumes that local authorities lose all of their charging income 

from clients for personal care services and that these services represent 80% of 
all charging income from home care and direct payments. This approach does 
not explicitly take into account that some individuals may see little or no change 
in the charge they pay due to the structure of the financial assessment or the 
maximum weekly charge (see examples below). Hence, this approach provides 

 
102 See https://www.gov.scot/publications/free-personal-nursing-care-scotland-2017-
18/pages/4/ 

https://www.gov.scot/publications/free-personal-nursing-care-scotland-2017-18/pages/4/
https://www.gov.scot/publications/free-personal-nursing-care-scotland-2017-18/pages/4/
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an upper limit estimate on what the actual lost revenue from this option will be 
(for existing local authority clients); 

 The second approach uses the information on charges and cost of service 
provision provided by local authorities to try and account for these types of 
circumstances where the new policy will not change what some people have to 
pay and so it leads to a lower estimate of lost revenue and hence a lower option 
cost.  We use a cell-based model to estimate the revised charges under this policy 
option. Although this approach aims to reflect actual charges and costs, it is 
based on summary information gathered through a one-off request for complex 
data, and so a number of assumptions need to be made about how charges and 
costs are distributed within each cell and precise estimates are not possible103. 
For the purposes of the modelling exercise we assumed that 80% of costs 
attributable to home care services in the cell-based model can be identified as 
personal care costs104. 

Illustrative examples 
Below we provide two examples (for illustrative purposes only) of how income from 
charges from service users may be left unchanged under the proposed reform, 
depending on individual circumstances: 
 Under the current (baseline) policy, service user A pays £30 (after financial 

assessment),but receives £200 worth of home care services. Under Option 1, 
even if £160 (80%, corresponding to the personal care element) is now fully 
funded by the local authority, service user A will still be liable for the other £40 
(as it relates to non-personal care services). This is higher than what service user 
A is paying at the moment, and so they will see no change because what they 
pay is still capped by the financial assessment. 

 Service user B pays the maximum weekly charge (£100), and receives £200 worth 
of services each week, split by home care (£100) and other non-residential care 
services (£100) with no personal care component (but covered by the weekly 
charge, e.g. day care services). B has assets above the £24,000 threshold so they 
would be liable to pay the full £200 but only pay £100 due to the maximum 
weekly charge. Assuming that 80% of home care is personal care and now fully 
funded (worth £80), he would now be only charged in relation to other non-
residential care services (worth £100) received and the non-personal care 

 
103 Only 10 of the 22 Welsh Local Authorities were able to supply relevant information, with 
partial data for some sections (also data had to be validated and adjusted when necessary). 
104 For simplicity and to minimise the burden on local authorities, we only gathered 
information on the proportion of charges attributable to domiciliary care services. 
Information on direct payments was drawn from StatsWales 
(https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-
Services/Service-Provision) and in the model we used the same distributional assumptions 
and assumptions on future trend used for domiciliary care services.  

https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Adult-Services/Service-Provision
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component (e.g. laundry, shopping) of home care services (worth £20). The total 
(£120) is still above the maximum weekly charge so they actually pay £100 and 
again there is no change in contribution from the client (and in net expenditure); 

Our “Low” estimate approach uses the cell-based modelling to try and account for 
these types of circumstances where the new policy will not change what some 
people have to pay and so it leads to a lower estimate of lost revenue and hence a 
lower option cost. 

Individuals currently privately purchasing home care services who may take up 
local authority provided personal services of these are  fully funded 

 There are no official figures detailing the number of individuals privately 
purchasing home care services or the number of hours purchased in Wales. 
According to estimates reported by Social Care Wales and referring to 
2014/15105, local authorities purchased 13.2 million hours, while a further 2.3 
million hours were privately purchased (around 15% of total hours excluding the 
NHS) by 7,731 individuals (at an average of 5.7 hours per week privately 
purchased). Consistently with these figures, a Care Inspectorate Wales106 report 
published in 2016 put the number of hours purchased privately at 15% of total 
hours of home care purchased in Wales. The figures were combined with the 
minimum recommended price for an hour of home care by the UKHCA (£18.93 
for 2019/20) to estimate the total cost of privately purchased home care 
services.  

 However, it is possible that a proportion of these privately purchased hours 
would not be agreed in a care needs assessment from local authorities and would 
not be covered by the current option. Thus, we assumed that only 70%107 of 
privately purchased hours would be relevant for the modelling exercise in the 
‘high’ cost estimate and 50% in the ‘low’ cost estimate (and that, as before, 
personal care services represent 80% of total home care costs); 

 
105 Social Care Wales. ‘Care and support at home in Wales - Five-year strategic plan 2017-
2022’ available at https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-
year-strategic-plan-report_v11.pdf 
106Care Inspectorate Wales. ‘Above and Beyond - National review of Domiciliary Care in 
Wales’.  https://careinspectorate.wales/sites/default/files/2018-
03/161027aboveandbeyonden.pdf page 16 
107 This assumption is not based on any direct evidence available, but it was introduced to 
reflect that a proportion of currently privately purchased domiciliary care services may not 
necessarily be agreed in a needs assessment. For example, some individuals in receipt of 
Local Authority care and support already purchase privately additional hours of domiciliary 
care (around 10% of individuals purchasing private care according to the Family Resources 
Survey), over and above the support they receive through the Local Authority. 

https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
https://socialcare.wales/cms_assets/file-uploads/204-0217-SCW-ENG-5-year-strategic-plan-report_v11.pdf
https://careinspectorate.wales/sites/default/files/2018-03/161027aboveandbeyonden.pdf
https://careinspectorate.wales/sites/default/files/2018-03/161027aboveandbeyonden.pdf
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 In the model we assumed that all non-personal care elements (e.g. cleaning,  
shopping etc.) continue to be purchased privately (i.e. privately funded clients 
only switch to local authority provided services for the personal care component) 
and so there is no additional cost to local authorities of providing non-personal 
care services for these new service users. 

 Clearly all these estimates have a wide degree of uncertainty, not simply related 
to the number of self-funders and the number of hours purchased, but also to 
whether they would pass a care needs assessment and whether the number of 
hours agreed in the care plan would reflect the number of hours privately 
purchased. 

Potential switch from informal care to local authority care and support 

 There is a large number of individuals receiving informal care at home and a 
proportion of these could potentially decide to receive personal care services 
were they provided free of charge from the local authority.  

 However, not all these individuals may decide to switch to formal care provision 
even if it was fully funded: given the current charging structure, individuals with 
low income and wealth would already pay little for care services provided, while 
those with high needs and high income or wealth would pay £100  per week at 
maximum, so that may be little incentive for them to take up formal care. Also, 
it is likely that not all individuals currently receiving informal care would be 
eligible for formal care.  

 In the model we assumed that all non-personal care elements (e.g. cleaning, 
cooking, shopping etc.) continue to be provided by an unpaid carer (i.e. 
individuals receiving informal care only switch to formal care for the personal 
care component) and there is no additional cost associated to local authorities 
of providing non-personal care services for this group. 

 The National Survey for Wales (NSW) includes questions on ‘Whether received 
help from social care services’ and ‘Whether have needed help from social care 
services but not had it’ (this question is only asked to those not receiving help 
from social care services). Using the 2018/19 NSW and conditioning on those 
with potentially high level of needs (having at least 2 limiting illnesses) we 
estimated that around 7% of respondents currently not receiving social care 
services reported that they would have needed ‘Help with everyday living’ or ‘24 
hour care’ and the proportion was higher for older adults (8.5%) compared to 
younger adults (5.5%).     

 Based on recent Family Resources Survey data (2015-2018), around 4.5% of the 
adult Welsh population was in receipt of some form of informal care (excluding 
those already receiving both formal and informal care) and the proportion is 
much higher (between 10% and 15%) for older age groups.  

 For the purposes of the modelling we have assumed a 10% switch from informal 
to formal care as a result of the introduction of funded personal care in the ‘high’ 



Definitions and assumptions for options 1 

 

 

116 
LE Wales 

Additional funding for social care 
 
 

cost estimate and a 5% switch in the ‘low’ cost estimate (and that 80% of that 
constitutes the personal care element).  

 The (limited) evidence from the FRS and NSW suggests that there is potential 
additional demand not currently met through social care services. Also, as noted 
below, in Scotland there was an increase in the number of home care clients 
after the introduction of the FPC policy (although starting from a different policy 
setup). Thus, it is plausible that demand for formal care services would increase 
by some extent after the introduction of fully funded personal care. However, it 
should be reiterated that there is a high level of uncertainty on the proportion 
that may be willing to switch to formal care and that would pass a needs 
assessment (and the type of care package that would be agreed) so all the 
estimates should be interpreted as trying to provide a plausible range of costs. 

Illustrative example 
Below we provide an example (for illustrative purposes only) of how the model 
accounts for additional expenditure on personal care services for new clients 
currently receiving informal care services (and similarly for current self-funders). 
 Switcher C is eligible for and chooses to accept home care that costs £100 per 

week to provide. This means that LA gross expenditure would go up by £100 
including both the personal care and non-personal care elements. We assume 
80% (£80) of that is personal care and so LA net expenditure will increase by £80 
because personal care is now free. Whether or not LA net expenditure increases 
more than this depends on whether the financial assessment for switcher C 
means they have to pay for all or part of the £20 non-personal care costs and 
whether or not they choose to take up the non-personal care offered by the LA. 
We have assumed that Switcher C pays for all of the non-personal care costs (i.e. 
they will be privately purchasing the non-personal care element or receiving it 
from an unpaid carer). So, the switcher is doing what they were before switching, 
except that they are switching only to receive the now free personal care 
element. 
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Annex 4 Annual cost figures 

A4.1 User charges policy options – annual cost (additional net expenditure) 

Table 37 Annual cost (in 2020 prices) - £ million 

Policy 
option 

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Option 1 
(high) 

192 199 206 212 217 222 228 235 242 249 256 267 276 284 291 

Option 1 
(low) 

131 136 141 146 149 153 157 162 167 172 176 184 191 197 202 

Option 2 
(high) 

218 224 230 235 240 245 251 257 263 270 276 285 293 299 305 

Option 2 
(low) 

167 172 177 181 185 189 194 199 204 209 214 222 229 234 239 

Option 3 
(high) 

47 49 52 54 55 57 58 60 62 64 66 70 73 75 77 

Option 3 
(low) 

31 32 34 35 36 37 38 40 41 42 44 46 48 49 51 

Note: All adults 18+ 
Option 1a: providing fully funded personal care at home (non-residential care) and in residential care homes (fixed weekly contribution of £210 
(‘high’) or £177 (‘low’)).  
Option 2: providing fully funded non-residential care services.  
Option 3 providing a fixed weekly contribution to self-funders in residential care homes (£150 (‘high’) or £100 (‘low’). 
Source: LE Wales’ analysis 
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A4.2 Impact of workforce policy options – Annual workforce numbers and cost figures 
Table 38 Annual workforce numbers in baseline setting by job role, type of care and provider 

Residential care – Independent sector 
Job role 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Managers 811 823 833 841 848 854 859 863 867 870 873 875 877 878 880 

Deputy 
managers 

745 772 794 813 828 841 851 860 867 873 878 882 885 888 890 

Senior care 
workers 

3,110 3,160 3,203 3,241 3,274 3,302 3,326 3,347 3,366 3,381 3,395 3,407 3,417 3,426 3,434 

Care workers 15,474 15,705 15,863 15,972 16,046 16,097 16,131 16,155 16,171 16,183 16,190 16,195 16,199 16,201 16,203 

Total 20,140 20,460 20,694 20,867 20,996 21,093 21,168 21,226 21,271 21,307 21,336 21,359 21,378 21,394 21,407 

Residential care – Local Authority sector 
Job role 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Managers 109 108 107 107 106 105 105 104 104 103 103 102 102 101 101 

Deputy 
managers 

134 138 141 144 147 149 151 153 155 157 158 159 160 162 162 

Senior care 
workers 

224 226 228 230 231 233 234 235 236 237 238 238 239 240 240 

Care workers 3,110 3,153 3,192 3,227 3,258 3,286 3,311 3,333 3,353 3,371 3,387 3,402 3,415 3,426 3,436 

Total 3,577 3,625 3,668 3,707 3,742 3,773 3,801 3,826 3,848 3,868 3,886 3,902 3,916 3,929 3,940 
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Domiciliary care – Independent sector 
Job role 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Managers 696 709 720 730 739 746 753 759 764 768 772 776 779 781 784 

Deputy 
managers 

512 535 555 573 589 602 615 625 635 643 650 657 663 668 672 

Senior care 
workers 

1,252 1,302 1,344 1,380 1,411 1,437 1,460 1,479 1,495 1,509 1,522 1,532 1,541 1,548 1,555 

Care workers 14,863 14,964 15,030 15,072 15,099 15,116 15,127 15,134 15,139 15,142 15,144 15,145 15,146 15,147 15,147 

Total 17,325 17,510 17,649 17,755 17,837 17,902 17,954 17,997 18,033 18,063 18,088 18,110 18,128 18,144 18,158 

Domiciliary care – Independent sector 
Job role 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Managers 52 52 51 51 50 50 50 49 49 49 49 49 49 48 48 

Deputy 
managers 

63 64 64 65 65 65 66 66 66 67 67 67 67 67 67 

Senior care 
workers 

258 257 256 255 255 254 254 253 253 252 252 251 251 251 250 

Care workers 3,460 3,472 3,483 3,492 3,501 3,509 3,516 3,522 3,528 3,533 3,537 3,541 3,545 3,549 3,552 

Total 3,834 3,844 3,854 3,863 3,871 3,878 3,885 3,890 3,896 3,900 3,905 3,908 3,912 3,915 3,918 

 
Source: LE Wales Workforce Model 
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Table 39 Annual workforce numbers by policy option 

Policy option  2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Baseline # 44,87
5 

45,44
0 

45,86
6 

46,19
2 

46,44
6 

46,64
6 

46,80
8 

46,93
9 

47,04
8 

47,13
8 

47,21
5 

47,27
9 

47,33
4 

47,38
2 

47,42
2 

Option 4a # 44,92
6 

45,57
9 

46,06
5 

46,43
3 

46,71
5 

46,93
6 

47,11
2 

47,25
4 

47,36
9 

47,46
5 

47,54
5 

47,61
2 

47,66
9 

47,71
8 

47,76
0 

 ∆ 51 139 199 241 269 290 304 315 321 327 330 333 335 336 338 

Option 4b # 44,949 45,645 46,172 46,578 46,896 47,150 47,356 47,526 47,667 47,786 47,887 47,974 48,049 48,113 48,170 

 ∆ 74 205 306 386 450 504 548 587 619 648 672 695 715 731 748 

Option 4c # 45,289 46,576 47,536 48,263 48,822 49,259 49,606 49,885 50,113 50,302 50,460 50,594 50,709 50,807 50,892 

 ∆ 414 1,136 1,670 2,071 2,376 2,613 2,798 2,946 3,065 3,164 3,245 3,315 3,375 3,425 3,470 

Option 4d  # 45,242 46,446 47,342 48,021 48,542 48,949 49,272 49,532 49,745 49,922 50,070 50,196 50,304 50,397 50,478 

(main) ∆ 367 1,006 1,476 1,829 2,096 2,303 2,464 2,593 2,697 2,784 2,855 2,917 2,970 3,015 3,056 

Option 4d  # 45,023 45,848 46,468 46,941 47,310 47,602 47,837 48,028 48,187 48,321 48,434 48,530 48,613 48,685 48,748 

(alternative) ∆ 148 408 602 749 864 956 1,029 1,089 1,139 1,183 1,219 1,251 1,279 1,303 1,326 

Note: # = Number, ∆ = Difference from baseline. Figures include all four jobs roles modelled (care workers, senior care workers, deputy 
managers and managers. Option 4a: real living wage; Option 4b: NHS Agenda for Change pay; Option 4c: local authority pay; 
Option 4d (main); NHS Agenda for Change pay & conditions – based on an increase in on-costs by 5 to 10 percentage points; 
Option 4d (alternative); NHS Agenda for Change pay & conditions –sensitivity analysis which limits the increase in on-costs to the minimum of 
2.5 percentage points. 
Source: LE Wales Workforce Model 
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Table 40 Annual cost (in 2020 prices) - £ million 

Policy option  2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Baseline £m 971 991 998 988 969 950 930 911 891 871 851 832 812 794 775 
Option 4a £m 990 1,013 1,021 1,011 993 973 953 933 913 893 872 853 833 814 794 
 ∆ 19 21 23 23 23 23 23 23 22 22 21 21 20 20 19 
Option 4b £m 1,025 1,049 1,059 1,050 1,032 1,013 993 973 952 932 911 891 871 851 831 
 ∆ 54 58 61 62 63 63 62 62 61 61 60 59 58 57 56 
Option 4c £m 1,174 1,218 1,242 1,240 1,225 1,208 1,188 1,167 1,144 1,122 1,099 1,076 1,052 1,029 1,006 
 ∆ 203 227 244 252 256 258 257 256 254 251 248 244 240 236 231 
Option 4d  £m 1,106 1,144 1,163 1,159 1,144 1,126 1,106 1,085 1,064 1,042 1,020 998 976 954 933 
(main) ∆ 135 153 165 171 174 175 175 175 173 171 169 166 163 161 158 
Option 4d  £m 1,046 1,074 1,086 1,078 1,061 1,042 1,022 1,001 981 960 939 918 898 877 857 
(alternative) ∆ 75 83 88 90 91 92 91 91 90 89 88 87 85 84 82 

Note: ∆ = Difference from baseline. Figures include all four jobs roles modelled (care workers, senior care workers, deputy managers and 
managers. Option 4a: real living wage; Option 4b: NHS Agenda for Change pay; Option 4c: local authority pay; 
Option 4d (main); NHS Agenda for Change pay & conditions – based on an increase in on-costs by 5 to 10 percentage points;; 
Option 4d (alternative); NHS Agenda for Change pay & conditions –sensitivity analysis which limits the increase in on-costs to the minimum of 
2.5 percentage points; 
Source: LE Wales Workforce Model 
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Table 41 Number of care recipients and ratio of care recipients to direct care workers for residential and domiciliary care combined 

Policy option  2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 

Demand  52,417 53,590 54,697 55,676 56,546 57,350 58,334 59,523 60,810 61,956 63,031 65,198 66,939 68,219 69,256 

Baseline # 1.26 1.27 1.28 1.30 1.31 1.33 1.35 1.37 1.40 1.42 1.44 1.49 1.53 1.56 1.58 

Option 4a # 1.25 1.26 1.28 1.29 1.30 1.32 1.34 1.36 1.39 1.41 1.43 1.48 1.52 1.55 1.57 

 ∆ -0.002 -0.004 -0.006 -0.007 -0.008 -0.009 -0.009 -0.010 -0.010 -0.011 -0.011 -0.011 -0.012 -0.012 -0.012 

Option 4b £m 1.25 1.26 1.28 1.29 1.30 1.31 1.33 1.35 1.38 1.40 1.42 1.47 1.51 1.53 1.56 

 ∆ -0.002 -0.006 -0.009 -0.011 -0.013 -0.014 -0.015 -0.017 -0.018 -0.019 -0.020 -0.021 -0.022 -0.023 -0.024 

Option 4c £m 1.24 1.24 1.24 1.24 1.25 1.26 1.27 1.29 1.32 1.34 1.36 1.40 1.43 1.46 1.48 
 ∆ -0.011 -0.031 -0.045 -0.055 -0.062 -0.068 -0.073 -0.078 -0.082 -0.085 -0.088 -0.092 -0.096 -0.098 -0.101 

Option 4d 
(main) 

£m 1.24 1.24 1.24 1.25 1.25 1.26 1.28 1.30 1.32 1.34 1.36 1.40 1.44 1.46 1.48 

 ∆ -0.011 -0.029 -0.042 -0.051 -0.059 -0.065 -0.070 -0.074 -0.078 -0.082 -0.085 -0.089 -0.093 -0.096 -0.098 

Option 4d 
(alternative) 

£m 1.25 1.26 1.27 1.28 1.29 1.30 1.32 1.34 1.36 1.39 1.41 1.45 1.49 1.52 1.54 

 ∆ -0.004 -0.012 -0.017 -0.021 -0.024 -0.027 -0.029 -0.031 -0.033 -0.035 -0.036 -0.038 -0.040 -0.041 -0.043 

Note: # = Ratio of care recipients to direct care providers (care workers and senior care workers). ∆ = Difference from baseline.  
Option 4a: real living wage; Option 4b: NHS Agenda for Change pay; Option 4c: local authority pay; 
Option 4d (main); NHS Agenda for Change pay & conditions – based on an increase in on-costs by 5 to 10 percentage points; 
Option 4d (alternative); NHS Agenda for Change pay & conditions –sensitivity analysis which limits the increase in on-costs to the minimum of 
2.5 percentage points. 
Source: LE Wales Workforce Model 
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Annex 5 Two surveys of Welsh local authorities 

In order to collect data for our modelling that were not available from other sources, two 
surveys were issued to all 22 Welsh local authorities with the assistance of the WLGA.  

A ‘fees survey’ was sent to local authorities on 5th February 2020. This followed a pilot 
process where feedback from a draft survey instrument was provided by one local 
authority. The feedback was very useful and the final survey instrument was adjusted 
accordingly. The fees survey mainly collected information about the characteristics of those 
in receipt of care services. This was used in the modelling of the user charge options. 

Similarly, a ‘workforce survey’ was sent to local authorities on 5th February 2020. This 
followed a pilot process in which no suggestions for further improvements were provided. 
The workforce survey mainly collected information about wages and terms and conditions 
for care workers employed directly by the local authorities. 

Fourteen responses were received to the ‘fees survey’ (from local authorities representing 
65% of the Welsh population) and eighteen responses were received to the workforce 
survey (from local authorities representing 85% of the Welsh population). We consider 
these to be reasonable response rates given the work involved in responding to the requests 
(particularly the fees survey) and the timing of the survey, towards the end of the financial 
year when relevant local authority staff have many other pressures. 

Overleaf we show the survey form sent to Welsh Local Authorities to gather information on 
fees and charges and the social care workforce directly employed.   
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A5.1  Local Authority Survey form – fees and charges 
 

 

Paying for social care in Wales: Questionnaire for local authorities 
Section 1: FEES AND CHARGES 

LE Wales has been commissioned to provide advice to the Welsh Government’s Inter Ministerial Group on 
Paying for Social Care. In order to inform detailed thinking on the future resourcing of social care we have been 
asked to assess the impacts of a number of policy options.    

As a part of that process we are asking each local authority in Wales to respond to this questionnaire by 5pm on 
21st February 2020. Please let us know if you think that you will have difficulty meeting this deadline. Responses 
should be returned Pietro Patrignani (ppatrignani@le-wales.co.uk; 020 3701 7720). 

We will provide the Welsh Government with an overall summary of the data collected, but it will not be 
attributable to specific local authorities. Our summary may be made publicly available by the Welsh Government.  

Contact details 

Name of Local Authority:     

Name and email of respondent: 

DEFINITIONS 

All our questions refer to adult care services 

Non-residential care charges and costs only include services covered by the financial assessment (exclude 
services charged at a flat rate). 

The weekly contribution for residential care services is defined as the net cost to LA, total gross fee less any 
assessed charge. 

PART A –FEES  

A.1 Residential care services 

Standard/average fees  

For care services received in a care home, can you provide the standard or average fees paid to care providers 
for different types of care?  

In addition, are you able to provide the proportion of fees attributable to costs of staff providing care services 
(i.e. excluding staff costs not directly related to care provision and all non-staff costs)? We provide an example 
in Annex 1 of a breakdown of fees – if you don’t use an explicit tool to determine fees please provide your best 
estimate to identify the component directly attributable to care staff cost. 

Table 1: Standard/average fees paid for residential care (£ per week) 

 Type of care 
 Adults without nursing Adults with nursing 

Age band Standard* 
Mental 

health** 
Learning 
disability Standard* 

Mental 
health** 

Learning 
disability 

18-64 Weekly fee       
65+ Weekly fee       
% attributable to 
care staff costs       

Number of clients in 
each category       

NOTE: Refer to standard fees agreed with providers in the financial year 2019/20. If there is no standard fee or you are unable to break it 
down for different categories, please report the average fee paid and average percentage attributable to personal care cost. 
* Include Elderly and Frail; ** Include EMI 
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A.2 Percentage of residential clients for whom the local authority currently contribute a net amount in the 
specified ranges 

Can you please provide information on the percentage of clients for whom the weekly contribution from the 
local authority (i.e. the net cost to LA, total gross fee less any assessed charge) is in the ranges specified below?  

Table 1: Percentage of residential clients for whom the net weekly contribution from the local authority 
is in the specified range 

 Type of care 
 Adults without nursing Adults with nursing 
Net weekly contribution from the local authority  18-64 65+ 18-64 65+ 
£0-£100     
£0-£150     
Please report the percentage of clients for whom the net cost to LA, (total gross fee minus any assessed charge) is in the range 
specified (i.e. between £0 and £100 and between £0 and £150).   

PART B – CHARACTERISTICS OF CARE RECIPIENTS 

B.1 Non- residential care 

In the table below we ask you to provide information on the distribution of costs of service provision by weekly 
charge band (actual or notional if above £90) for services included in the financial assessment. The proportions 
reported in columns (4) to (12) should sum up to 100% for each charge band (row). 

In the last column (13) we ask you to provide the proportion of charges that are attributable to domiciliary care 
services (if unable to provide a disaggregated figure please provide an average for all users). 

Only refer to services included in the financial assessment (exclude services charged at a flat rate). 

Table 2: Average cost of service provision and charge bands for non-residential care services (£ per week) 

Weekly user 
charge band 

  
Cost of service provision (number or % in each cost band by 

client charge band)  
(2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 

Number of 
care 

recipients 

Average cost 
of service 
provision  
(£/week) 

£1 - 
£50 

£50 - 
£100 

£100 -
£150 

£150 -
£200 

£200 -
£250 

£250 -
£300 

£300 -
£350 

£350 -
£400 £400+ 

%of charges 
attributable 

to domiciliary 
care services 

£0             

£0.01 - £50             

£50 - £89.99             

£90-£150*             

£150+*             
NOTE: If possible refer to a standard week during the year; the charge bands are designed based on the 2019/20 year. Only include 
services covered by the financial assessment (exclude services charged at a flat rate). The % should relate to the number of people in each 
charge band, i.e. the row should add up to a 100% (not the column). 
*The charge bands above £90 are based on the amount care recipients would have paid in the absence of the maximum weekly charge 
(the sum of these two bands corresponds to the total currently paying the maximum weekly charge). 

In the table below we ask to provide details on the characteristics of care recipients (income and assets, 
gender, age band and length of time services are received on average) receiving any of the care services 
covered by the financial assessment. 
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Table 1: Number of current non-residential care recipients by characteristics 

Weekly 
charge band 

With assets £0-£24,000 With assets £24,000+ 

%females 
% aged 18-

64 

Weekly 
Income   

(£0-£200) 

Weekly 
Income 

(£200-£400) 

Weekly 
Income 
(£400+) 

Weekly 
Income 

(£0-£200) 

Weekly 
Income 

(£200-£400) 

Weekly 
Income 
(£400+) 

£0    0 0 0   
£0.01 - £50         
£50 - £89.99         
£90-£150*         
£150+*         

*The charge bands above £90 are based on the amount care recipients would have paid in the absence of the maximum weekly charge 
(the sum of the two corresponds to the total number of care recipients currently paying the maximum weekly charge). Only included 
clients receiving services covered by the financial assessment. 

In the next table can you provide information on the average length of time domiciliary care services are 
provided to clients and how this varies by gender and age band? Include only care episode that have ended in 
the last 12 months (or a recent 12 month period if easier).  

Table 2: Length of time for which domicilary care services are  provided  
Age band Gender Average length of 

service (years) 
Median length of 

service (years) 
18-64 M   

F   
65+ M   

F   

B.1 Residential care services 

We would now like to gather information on the length of stay for residents in care home settings. In the next 
table report information from care episodes that have ended in the last 12 months (or a recent 12 month period 
if easier). 

Table 3: Length of stay in residential care 

Type of care Age band % female 

Average 
(mean) 

length of 
stay 

(weeks) 

Median 
length of 

stay 
(weeks) 

% with 
length of 
stay up to 

1 year 

% with 
length of 

stay 
between 1-

2 years 

% with 
length of 

stay 
between 2-

3 years 

% with 
length of 

stay 3 
years or 

more 

Adults without 
nursing 

18-64        
65+        

Adults with 
nursing 

18-64        
65+        

Note: The % should relate to the % of people in each age band in each care home type, i.e. for the four columns asking for a %, the row 
should add up to a 100% (not the column). 
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 Annex 1 

Example of fee breakdown – please identify the costs highlighted in yellow as a % of overall fees 

Cost heads  
A) STAFF, INCLUDING EMPLOYERS’ ON-COSTS  
Qualified nurse staff cost per resident (excludes supernumerary managers)  
Care assistant staff cost per resident   
Catering, cleaning and laundry staff cost per resident  
Management / administration / reception staff cost per resident  
Agency staff allowance - nurses  
Agency staff allowance - care assistants  
Training backfill  
Apprenticeship levy  
Total staff  

B) REPAIRS AND MAINTENANCE  
Maintenance capital expenditure  
Repairs and maintenance (revenue costs)  
Contract maintenance of equipment  
Total repairs and maintenance  

C) OTHER NON-STAFF CURRENT COSTS AT HOME LEVEL  
Food  
Utilities (gas, oil, electricity, water, telephone)  
Handyman and gardening (on contract)  
Insurance  
Medical supplies (including medical equipment rental)  
Domestic and cleaning supplies  
Trade and clinical waste  
Registration fees (including CRB checks)  
Recruitment  
Direct training expenses (fees, facilities, travel and materials) net of grants and subsidies  
Continence products  
Other non-staff current expenses  
Total non-staff current expenses  

D) CORPORATE OVERHEADS  

E) RETURN ON ACCOMMODATION  
Return on land  
Return on buildings and equipment  

Total   
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A5.2 Local Authority Survey summary – user charges and characteristics 

Table 42 Standard fees paid for residential care (£ per week)  

     
Adults 

without 
nursing 

  Adults with 
nursing  

Age band   Standard Mental 
health 

Learning 
disability Standard Mental 

health* 
Learning 
disability 

18-64 Median 
weekly fee  

£577.6 £612.0 £1,43900 £619.0 £650.8 £718.5 

65+  £591.0 £645.0 £810.7 £626.0 £662.5 £643.0 
% attributable 
to care staff 
costs 

 Median 44.0% 44.7% 45.0% 46.1% 49.0% 48.0% 

Share of clients 
by type of care   56% 35% 9% 69% 30% 2% 

Note: Based on information provided by 14 Welsh Local Authorities  
Source: LE Wales based on a survey of Welsh Local Authorities 

Table 43 Percentage of residential clients for whom the net weekly contribution from 
the local authority is in the specified range  

 Adults: without 
nursing  with nursing  

Average net weekly 
contribution from the local 
authority  

18-64 65+ 18-64 65+ 

£0-£100 0.07% 2.28% 0.01% 1.48% 
£0-£150 0.22% 3.21% 0.01% 1.78% 

Note: Based on information provided by 10 Welsh Local Authorities. Reporting proportion 
of clients in each band for whom the contribution from the local authority is in the 
specified range 
Source: LE Wales based on a survey of Welsh Local Authorities 

Table 44 Average cost of service provision and charge bands for non-residential care 
services (£ per week) 

Charge 
band 

Average 
cost of 
service 
provision  

£1 - £50 £50 - 
£100 

£100 -
£150 

£150 -
£200 

£200 -
£250 

£250 -
£300 

£300 -
£350 

£350 -
£400 £400+ 

%of charges 
attributable 
to domiciliary 
care services 

£0 £280.8 13% 18% 19% 11% 8% 6% 4% 3% 19% 52% 
£0.01 - 
£50 £274.0 24% 19% 12% 10% 7% 6% 3% 2% 19% 56% 

£50 - 
£89.99 £380.6 0% 28% 21% 9% 6% 5% 2% 2% 27% 62% 

£90-
£150* £512.5 0% 10% 11% 14% 11% 11% 5% 4% 35% 74% 
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£150+* £412.7 0% 0% 9% 26% 25% 15% 4% 3% 19% 61% 

Note: Based on information provided by 11 Welsh Local Authorities. The average is 
weighted by the share of each LA’s number of care recipients. *Notional charge band 
Source: LE Wales based on a survey of Welsh Local Authorities 

Table 45 Summary characteristics of non-residential care recipients 

Incwm wythnosol: 
Weekly 
charge band 

% of 
clients 
in each 
group 

Effect for 
each 
group as % 
of total 

% Aged 
18-64 

% 
females 

Assets up 
to 24,000 £0-

£200 
£200-
£400 £400+ 

£0 39.4% - 47.7% 52.1% 100% 61% 38% 1% 
£0.01 - 
£49.99 23.6% 10.1% 27.0% 54.8% 96% 40% 57% 3% 

£50 - £89.99 14.0% 33.6% 13.4% 51.3% 90% 43% 52% 5% 
£90-£99.99* 2.5% 2.6% 27.4% 50.8% 74% 20% 71% 9% 
£100-
£149.99* 12.7% 48.0% 27.4% 50.8% 74% 20% 71% 9% 

£150+* 7.9% 5.7% 28.5% 35.2% 96% 42% 40% 17% 
Total 100% 100% 34.7% 51.4% 94% 47% 49% 4% 

 

Note: Based on information provided by 10 Welsh Local Authorities * Notional charge 
band in the absence of a maximum weekly charge. 
Source: LE Wales based on a survey of Welsh Local Authorities 

Table 46 Length of time for which domiciliary care services are provided  

Age band Gender Average length of service 
(years) 

Median length of service 
(years) 

18-64 M 2.73 1.80 
 F 2.01 1.42 

65+ M 1.22 0.74 
 F 1.68 0.69 

Note: Based on information provided by 12 Welsh Local Authorities  
Source: LE Wales based on a survey of Welsh Local Authorities 
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Table 47 Length of stay in residential care 

Adults -
Type of 
care 

Age 
band % female* 

Average 
(mean) 
length of 
stay 
(weeks) 

Median 
length of 
stay 
(weeks) 

% with 
length of 
stay up to 
1 year 

% with 
length of 
stay 
between 
1-2 years 

% with 
length of 
stay 
between 
2-3 years 

% with 
length of 
stay 3 
years or 
more 

without 
nursing  

18-64 34% 81 179.4 49% 14% 10% 15% 
 65+ 68% 88 51.7 45% 21% 11% 21% 
with 
nursing  

18-64 48% 746 74.8 55% 24% 7% 13% 
 65+ 60% 4509 96.0 58% 19% 6% 17% 

Note: Based on information provided by 11 Welsh Local Authorities; * Weighted average 
where the weight is the share of number of clients in a LA in total number across all LAs. 
Source: LE Wales based on a survey of Welsh Local Authorities 
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A5.3 Local Authority Survey form – workforce 

 

Paying for social care in Wales: Questionnaire for local authorities 
Section 2: WORKFORCE 

LE Wales has been commissioned to provide advice to the Welsh Government’s Inter Ministerial  Group on 
Paying for Social Care. The Inter Ministerial Group is chaired by Minister for Health and Social Services and its 
membership includes the Minister for Finance and Trefnydd, the Minister for Housing and Local Government 
and the Deputy Minister for Health and Social Services.  In order to inform Ministers’ detailed thinking on the 
future resourcing of social care we have been asked by Welsh Government officials to contact you on the 
following basis.   

As a part of that process we are asking each local authority in Wales to respond to this questionnaire by 5pm on 
21st February 2020. Please let us know if you think that you will have difficulty meeting this deadline. Responses 
should be returned Pietro Patrignani (ppatrignani@le-wales.co.uk; 020 3701 7720). 

We will provide the Welsh Government with an overall summary of the data collected, but it will not be 
attributable to specific local authorities. Our summary may be made publicly available by the Welsh Government.  

Contact details 

Local Authority: 

Name and contact of respondent: 

All our questions refer to adult care services 

WAGES FOR SOCIAL CARE STAFF DIRECTLY EMPLOYED BY THE LOCAL AUTHORITY 

In this section we ask about wages for care workers and social care staff directly employed by the local authority. 
We present the National Joint Council pay scales for 2019/20 and would like to understand how many of your 
employees in the relevant social care roles are currently in each pay point. The hourly rates are computed under 
the assumption of 37 hours per week. If the conditions in your Local Authority differ (e.g. lower hours or 
premium rates), please also report that. 

Focus on staff providing domiciliary or residential services to adult care recipients (aged 18 and above).  
To facilitate returns we refer to the data collection items published on StatsWales as part of the STF data 
collection1 
Report number of staff in each scale point by role and type of care.  

NJC Pay Spine Effective from 1st April 2019. 

   STF1 Domiciliary services for adults (DSA) STF2 Residential services for adults 
(DSA)** 

2019 
SCP 

2019 
salary 
figure 

Hourly 
rate 

Support 
worker* 
 

Senior 
support 
worker 
 

Service 
co-
ordinator 
 

Deputy 
manager 

Social 
Care 
Manager 

Care 
worker 

Senior 
care 
worker 

Deputy 
manager 
 

Social 
Care 
Manager 

1 £17,364 9.00          
2 £17,711 9.18          
3 £18,065 9.36          
4 £18,426 9.55          
5 £18,795 9.74          
6 £19,171 9.94          
7 £19,554 10.14          
8 £19,945 10.34          
9 £20,344 10.54          
10 £20,751 10.76          
11 £21,166 10.97          
12 £21,589 11.19          

 
 

1 https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Staffing/staffoflocalauthoritysocialservicesdepartments-
by-localauthority-posttitle 
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13 £22,021 11.41          
14 £22,462 11.64          
15 £22,911 11.88          
16 £23,369 12.11          
17 £23,836 12.35          
18 £24,313 12.60          
19 £24,799 12.85          
20 £25,295 13.11          
21 £25,801 13.37          
22 £26,317 13.64          
23 £26,999 13.99          
24 £27,905 14.46          
25 £28,785 14.92          
26 £29,636 15.36          
27 £30,507 15.81          
28 £31,371 16.26          
29 £32,029 16.60          
30 £32,878 17.04          
31 £33,799 17.52          
32 £34,788 18.03          
33 £35,934 18.63          
34 £36,876 19.11          
35 £37,849 19.62          
36 £38,813 20.12          
37 £39,782 20.62          
38 £40,760 21.13          
39 £41,675 21.60          
40 £42,683 22.12          
41 £43,662 22.63          
42 £44,632 23.13          
43 £45,591 23.63          

* Include also Health and social care support workers 
** Include staff providing the following residential care services to adults: RSEEMIP, RSAPSD, RSALD, RSAMHP 

EMPLOYMENT TERMS AND CONDITIONS FOR LOCAL AUTHORITY SOCIAL CARE STAFF 

Now we would like to understand the terms and conditions that apply to social care staff directly employed by 
the local authority. We understand that terms and conditions are regulated by the National Agreement on Pay 
and Conditions of Service1 and would like to know whether the terms and conditions applicable in your Local 
Authority differ to the T&C set out in the National Agreement.  

If your Local Authority apply different T&C, can you please send the relevant document setting out terms or 
provide details below? We have listed some of the most relevant areas but feel free to add any further detail if 
necessary. 

Areas 

• Unsocial hours payment 

• Overtime rate 

• Annual leave and public holidays’ entitlement 

• Number of FT hours  

• Whether part time employees receive the same entitlements on a pro-rota basis to FT employees. 

• Whether employees on fixed term contracts receive pay and conditions of service equivalent to that of 
a comparable, permanent employee.  

 
1 See for example https://www.unison.org.uk/content/uploads/2018/07/NJC-Green-Book-18.pdf and the latest one at 
https://www.local.gov.uk/local-government-terms-and-conditions-green-book 
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• Whether staff required to work or be on call on a public holiday are entitled to equivalent time to be 
taken off in lieu at plain time rates 

• Sick pay and leave 

• Maternity pay and leave 

• (For domiciliary care workers): how is travelling time computed and are care workers reimbursed for 
travelling expenses 

EXTERNALLY COMMISSIONED SOCIAL CARE SERVICES 

In this section we would like to understand whether the Local Authority place any specific requirement on 
independent providers in terms of wages and terms and conditions for their staff when contracting out social 
care services.  

If that is case can you please outline: 

• The type of requirements (including minimum hourly rates); 

• Whether independent providers are required to regularly report on the application of these 
requirements;  
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A5.4 Local Authority Survey summary – workforce 

Table 48 Summary of pay distribution for Local Authorities’ workforce 

NJC Pay Spine effective from 
1st April 2019 to 31st March 

2020 

STF1 Domiciliary services for adults (DSA)** STF2 Residential services for adults 
(DSA)** 

 
SCP £ per 

annum 
£ per 
hour* 

Support 
worker 

Senior 
support 
worker 

Service 
co-

ordinator 

Deputy 
manager 

Social 
Care 

Manager 

Care 
worker 

Senior 
care 

worker 

Deputy 
manager 

Social 
Care 

Manager 
1 £17,364 £9.00 <0.1% - - - - - - - - 

1+8% £18,753 £9.72 - - - - - - - - - 
2 £17,711 £9.18 - - - - - <0.1% - - - 

2+8% £19,128 £9.91 - - - - - - - - - 
3 £18,065 £9.36 0.2% - - - - 4.9% - - - 

3+8% £19,510 £10.11 - - - - - 0.7% - - - 
4 £18,426 £9.55 3.0% - - - - 16.2% - - - 

4+8% £19,900 £10.31 - - - - - 1.9% - - - 
5 £18,795 £9.74 6.5% - - - - 6.9% - - - 

5+8% £20,299 £10.52 3.0% - - - - 6.4% - - - 
6 £19,171 £9.94 20.0% 0.9% - - - 10.8% - - - 

6+8% £20,705 £10.73 1.4% - - - - - - - - 
7 £19,554 £10.14 15.3% 6.0% 0.9% - - 8.4% 0.9% - - 

7+8% £21,118 £10.95 6.3% - - - - - - - - 
7+17.5% £22,976 £11.91 - - - - - <0.1% - - - 

8 £19,945 £10.34 8.9% - - - - 2.7% 0.9% - - 
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SCP £ per 
annum 

£ per 
hour* 

Support 
worker 

Senior 
support 
worker 

Service 
co-

ordinator 

Deputy 
manager 

Social 
Care 

Manager 

Care 
worker 

Senior 
care 

worker 

Deputy 
manager 

Social 
Care 

Manager 
8+17.5% £23,435 £12.15 <0.1% - - - - - - - - 

9 £20,344 £10.54 20.0% - - - - 10.8% 2.6% - - 
9+17.5% £23,904 £12.39 0.2% - - - - 0.7% - - - 

10 £20,751 £10.76 5.5% - - - - 1.8% 10.5% - - 
11 £21,166 £10.97 7.2% 1.4% 5.2% - - 12.7% 6.1% - - 
12 £21,589 £11.19 1.2% 0.5% 8.7% - - 3.0% - - - 

12+8% £23,316 £12.09 - 2.3% - - - - 2.6% - - 
13 £22,021 £11.41 <0.1% 1.4% 1.7% - - - - - - 
14 £22,462 £11.64 - 1.4% 7.0% - - 0.9% 1.8% - - 

14+8% £24,259 £12.57 - 1.4% - - - - 2.6% - - 
15 £22,911 £11.88 0.2% - 1.7% - 2.3% 0.7% 0.9% - - 

15+8% £24,744 £12.83 - 1.4% - - - - 2.6% - - 
16 £23,369 £12.11 <0.1% - 4.4% - 4.7% <0.1% - - - 
17 £23,836 £12.35 0.6% 12.2% 4.7% - - 7.2% 13.2% - - 

17+8% £25,743 £13.34 - - - - - - 2.6% - - 
18 £24,313 £12.60 <0.1% - 3.5% - 9.3% 0.2% 2.6% 1.4% - 
19 £24,799 £12.85 0.2% 5.2% 9.6% - 4.7% 2.7% - - - 

19+8% £26,783 £13.88 - 1.9% - - - - - - - 
20 £25,295 £13.11 <0.1% 10.0% 7.0% - - 0.1% 6.1% - - 

20+8% £27,319 £14.16 - 6.0% - - - - 18.4% - - 
21 £25,801 £13.37 - - - - - - 0.9% - - 
22 £26,317 £13.64 - 0.9% 7.0% - - 0.2% 6.4% - - 

22+17.5% £30,922 £16.03 - 0.5% - - - - - - - 
23 £26,999 £13.99 - 3.7% 7.0% - - - 8.2% - - 
24 £27,905 £14.46 - 14.3% 7.9% 2.3% - - 1.1% 7.7% - 
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SCP £ per 
annum 

£ per 
hour* 

Support 
worker 

Senior 
support 
worker 

Service 
co-

ordinator 

Deputy 
manager 

Social 
Care 

Manager 

Care 
worker 

Senior 
care 

worker 

Deputy 
manager 

Social 
Care 

Manager 
25 £28,785 £14.92 - 17.1% 6.1% 6.5% - - 7.9% 29.0% 1.5% 
26 £29,636 £15.36 <0.1% - 4.4% 2.2% - - - 7.8% - 
27 £30,507 £15.81 - - 1.7% 2.2% - - 0.9% 5.8% 4.5% 
28 £31,371 £16.26 - 3.7% - - - - - 1.4% 1.5% 
29 £32,029 £16.60 <0.1% 0.5% 7.0% 6.5% 2.3% - - 20.7% 11.7% 
30 £32,878 £17.04 - - - 8.7% 7.0% - - 11.6% - 
31 £33,799 £17.52 - - - 4.3% - - - 4.3% 3.0% 
32 £34,788 £18.03 - 6.0% 0.9% 21.7% 7.0% - - - 9.0% 
33 £35,934 £18.63 - - 0.9% 10.8% - - - - 1.5% 
34 £36,876 £19.11 - - - 19.7% 2.3% - - - 16.4% 
35 £37,849 £19.62 - 1.4% 0.9% 8.7% 9.3% - - - 35.9% 
36 £38,813 £20.12 - - - - - <0.1% - 1.4% - 
37 £39,782 £20.62 - - - 4.3% 4.7% - - 1.4% 4.5% 
38 £40,760 £21.13 - - 1.7% 2.2% 9.3% - - 7.2% 1.5% 
39 £41,675 £21.60 - - - - 7.0% - - - - 
40 £42,683 £22.12 - - - - 2.3% - - - 3.0% 
41 £43,662 £22.63 - - - - 11.6% - - - 1.5% 
42 £44,632 £23.13 - - - - 2.3% - - - - 
43 £45,591 £23.63 - - - - 9.3% - - - 3.0% 
44 £46,514 £24.11 - - - - - - - - 1.5% 
45 £47,476 £24.61 - - - - - - - - - 
46 £48,412 £25.09 - - - - - - - - - 
47 £49,353 £25.58 - - - - - - - - - 
48 £51,208 £26.54 - - - - 2.3% - - - - 
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SCP £ per 
annum 

£ per 
hour* 

Support 
worker 

Senior 
support 
worker 

Service 
co-

ordinator 

Deputy 
manager 

Social 
Care 

Manager 

Care 
worker 

Senior 
care 

worker 

Deputy 
manager 

Social 
Care 

Manager 
49 £53,840 £27.91 - - - - - - - - - 

SM1 10 £59,687 £30.94 - - - - 2.3% - - - - 
Note: Based on information provided by 18 Welsh Local Authorities and reflecting headcount figures.  
The Spinal Column Points (SCP) reflect the National Joint Council for Local Government Services pay scale effective from 1st April 2019.  (link).  
Ad-hoc rates (in italics) represent shift premiums applied to the NJC rate by some local authorities. The SM1 10 SCP is a locally agreed rate 
(above the NJC spinal tables) by one Local Authority falling under the NJC conditions 
*hourly rate calculated by dividing annual salary by 52.143 weeks (which is 365 days divided by 7) and then divided by 37 hours (the standard 
working week in the National Agreement ‘Green Book’)  
** We followed the classification used by the Welsh Government in the 'Staffing of local authority social services (STF) data collection' available 
at https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Staffing/staffoflocalauthority  
**  
Source: LE Wales based on a survey of Welsh Local Authorities 
  

https://www.unison.org.uk/content/uploads/2018/08/New-NJC-Pay-Spine-2018-2019.pdf
https://statswales.gov.wales/Catalogue/Health-and-Social-Care/Social-Services/Staffing/staffoflocalauthority
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Annex 6 | Summary of evidence on labour supply elasticity 

Annex 6 Summary of evidence on labour supply elasticity  

Study Country Sector   
Elasticity: 
Labour 
supply 
measure  

Elasticity: 
Wage 
measure 

Short or 
long run 
elasticity? 

Estimate 
(study's 
preferred 
specification) 

Summary 

Eberth 
et.al., 
2016108 

UK Registered 
nurses 

Weekly 
hours 
worked 

Own job's 
hourly 
wage 

short run 0.36*** This study collected data on nurses 
registered with the Nursing and 
Midwifery Council in the UK and 
sought to use these primary data 
to estimate the effects of 
workplace and individual 
characteristics on labour supply, 
which the authors argued some of 
which had not been controlled for 
before in the literature. It was 
found that if the work pattern 
required shift work, nurses worked 
on average about 1.6 fewer weekly 
hours. The average reduction in 
hours was about 2.7 hours if 
permanent night shifts were 
required. Furthermore, the results 
suggest that nurses who had 

 
108 
https://www.researchgate.net/publication/282731789_Pay_or_conditions_The_role_of_workplace_characteristics_in_nurses'_labor_supply 

https://www.researchgate.net/publication/282731789_Pay_or_conditions_The_role_of_workplace_characteristics_in_nurses'_labor_supply
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Annex 6 | Summary of evidence on labour supply elasticity 

control over their shifts and work 
patterns did on average work less. 
Those with most control reduced 
weekly hours worked by around 
2.8 hours and those with some 
control worked about 2.4 fewer 
hours. The study concluded that 
labour supply is sensitive to these 
non-pecuniary factors and omitting 
them could cause an overall 
downward bias on the effect of 
wage on labour supply.  
  

Crawford 
et.al., 
2015109  

Wales 
 
UK 
 
London 

 NHS 
nurses 

Share of 
potential 
NHS 
nurses 
employed 
by the NHS 
in the 
region 

NHS 
regional 
wage 
relative to 
the 
average 
wage 
earned by 
the 
potential 
nurses not 
employed 
by NHS in 
the region 

short run 0.06*** 
 
0.05*** 
 
0.68*** 

Using the Annual Survey of Hours 
and Earnings, this study looked at 
the relationship between wages 
and the share of people who could 
become NHS nurses that are 
actually employed as such. It found 
that the regions in which a year 
ago NHS paid higher wages than 
the jobs which NHS nurses could 
do tended to have a labour supply 
of NHS nurses the year after. The 
estimate is obtained from 
specification (C) in the study which 

 
109 https://www.ifs.org.uk/uploads/publications/wps/WP201504.pdf 

https://www.ifs.org.uk/uploads/publications/wps/WP201504.pdf
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Annex 6 | Summary of evidence on labour supply elasticity 

includes the authors' full set of 
controls and is run at TTWA level. 
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Annex 6 | Summary of evidence on labour supply elasticity 

Qin et al., 
2013110 
  

China 
  

Employed 
doctors 
and nurses 
 
Self-
employed 
doctors 
and nurses 

Weekly 
hours 
worked 

Own job's 
hourly 
wage 

short run 0.02 
(insignificant) 
0.58* 

Using an IV-Tobit model to address 
potential wage endogeneity and 
non-random sample selection, the 
study found that self-employed 
practitioners in China had 
statistically significant positive 
wage elasticity while hospital 
employees who were paid a fixed 
monthly wage had wage elasticity 
statistically indifferent from zero. 
The authors’ explanation is that 
this is in line with what other 
studies have found: self-
employment tends to have higher 
wage elasticity because of the 
greater control over work schedule 
and is thus more sensitive to 
income changes.  

Ashenfelt
er et al. 
2010111 

USA Taxi 
drivers 

Miles 
driven 

revenue 
per mile 

long run -0.23 (0.02) The study focuses on long-run male 
labour supply. It used two 
exogenous permanent fare 
increases to estimate male taxi 
drivers’ labour supply in New York. 
The authors suggest that the small 
long-run wage elasticity is in line 

 
110 https://www.sciencedirect.com/science/article/pii/S1043951X12001228 
111 https://www.nber.org/papers/w15746 

https://www.sciencedirect.com/science/article/pii/S1043951X12001228
https://www.nber.org/papers/w15746
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with the findings of the existing 
literature of male labour supply.  

Falch 
2010112 

Norway Teachers Number of 
teachers 
at school 

Per cent of 
school 
teachers 
receiving 
wage 
premium 
at school   

short run 1.44 (0.277) Some schools in Norway set a 
teacher wage premium when they 
face excess demand for teachers. 
Otherwise wages are determined 
centrally. The author argues that 
the variation in wage caused by the 
wage premium is exogenous and 
can be used to identified labour 
supply and thus wage elasticity. 
The estimate presented here is 
taken from the first-differenced 
estimator rather than the within 
estimator, which the author argues 
to be biased. 

Kankaanr
anta and 
Rissanen, 
2009113 

Finland Registered 
nurses 

Weekly 
hours 
worked 

Own job's 
monthly 
gross wage 

short run 0.48*** The study estimates the effects of 
wages and other working 
conditions on the labour supply of 
female qualified nurses in Finland. 
In addition to finding the average 
own wage elasticity among all 
nurses in the sample, it further 
found that among the nurses who 
were working less than 38 hours a 

 
112 http://www.sv.ntnu.no/iso/torberg.falch/Articles/JOLE.pdf 
113 https://www.ncbi.nlm.nih.gov/pubmed/18615259 

http://www.sv.ntnu.no/iso/torberg.falch/Articles/JOLE.pdf
https://www.ncbi.nlm.nih.gov/pubmed/18615259
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week, wage elasticity was higher, 
at 0.59. Among those working 
more than 38 hours, the wage 
elasticity was not statistically 
significantly different from zero. 
The study addresses sample 
selection problem with a Tobit 
model and the Heckman sample 
selection criteria. Their estimate of 
wage elasticity is similar across 
different specifications. 

Di 
Tommass
o et.al., 
2009114 

Norway Registered 
nurses in 
four job 
types 

Hours 
worked 

Own job's 
wage 

short run 0.33 (output 
from model 
with 
parameters 
estimated 
from data) 

This study estimates the overall 
wage labour elasticity among 
female nurses employed by local or 
regional municipalities in Norway. 
Focusing on four nurse job types, 
the study also assesses how wage 
changes in one job affect the 
labour supply of this job and the 
other three jobs. It shows that 
some job types have higher own-
job wage elasticity and are less 
susceptible to wage increases in 
the other jobs (lower inter-job 
wage elasticities in absolute 
terms), while other jobs respond 
less to own wage increases and 

 
114 https://www.sciencedirect.com/science/article/abs/pii/S016762960900006X 

https://www.sciencedirect.com/science/article/abs/pii/S016762960900006X
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have high inter-job wage 
elasticities in absolute terms. 

Rice, 
2005115 

UK Nurses Weekly 
hours 
worked 

Own job's 
hourly 
wage 

short run 0.4 (0.131) This paper seeks to estimate wage 
labour elasticity of UK female 
nurses. This includes nurses, 
midwives, or people who held a 
nursing qualification in one or 
more of the nine waves of the 
British Household Panel Survey. 
The panel data was used to 
mitigate individual-level omitted 
variable bias and two-stage least 
squares was deployed to address 
wage endogeneity. The reported 
estimate here was obtained from 
the fixed-effects specification with 
sample selection correction. 

Askildsen 
et.al., 
2003116 

Norway Registered 
nurses 

Yearly 
hours 
worked 

Own job's 
hourly 
wage 

short run 0.21* Utilizing a panel data on Norwegian 
female nurses to control for 
individual heterogeneity and IV for 
wage endogeneity, the study 
confirms with the existing 
literature on wage labour elasticity 
is inelastic. It further notes that if 
the extent to which one’s income is 

 
115 https://pdfs.semanticscholar.org/9e35/f9b55c2fcdcf01cb0bfab8a94f0fef637e34.pdf 
116 https://www.ncbi.nlm.nih.gov/pubmed/12950091 

https://pdfs.semanticscholar.org/9e35/f9b55c2fcdcf01cb0bfab8a94f0fef637e34.pdf
https://www.ncbi.nlm.nih.gov/pubmed/12950091
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earned through late, night and 
weekend duties not controlled for, 
a downward bias would be put on 
the impact of wage on labour 
supply. The authors’ interpretation 
is in this case the compensation is 
not enough to offset the downside 
of working these longer hours.  

Yang, 
1987117 

USA Physicians Number of 
medical 
appointme
nts 
supplied 
per 
physician  

Average 
fee per 
visit 

short run 1.16 (0.305) This study uses time series data to 
estimate the supply and demand 
curves of physicians in the USA. 
Using CPI to proxy for physician 
services’ prices, the study found 
that physicians’ services provision 
was sensitive to these price 
changes. 

Note: ***, **, * significant at 10%, 5%, 1%. Where significance level is not supplied in the study, the standard error is shown in bracket  

 
117 https://journals.sagepub.com/doi/abs/10.1177/101053958700100206 

https://journals.sagepub.com/doi/abs/10.1177/101053958700100206
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Annex 7 Inputs for tax-benefits interaction analysis 

This Annex sets out the inputs used in the tax-benefit calculator for the purposes of our tax-
benefits interaction analysis. 

 Household details    
Detail   Input Note 
Relationship status Varies by household size - 

Postcode CF48 1DD 

Postcode determines the council tax 
reduction scheme that the household 
faces. An arbitrary choice of postcode in 
Merthyr Tydfil was made. 

Date of birth 01/01/1974 

Social Care Wales data shows most care 
workers are aged between 31 and 60. 
The midpoint of 46 in this age range 
was chosen. 

Partner's date of birth Assume same age as partner - 

Are you currently 
receiving Universal 
Credit? 

No 

Labour Force Survey 2018-2019 shows 
only 2.7% of the Care workers and 
senior care workers in England and 
Wales were Universal Credit claimants. 

Number of dependent 
children Varies by household size - 

First child's date of 
birth 01/01/2010 An arbitrary date of birth was chosen to 

give an age under 18. 

First child's gender Female 

If the first and second child have 
different gender, it may affect housing 
element in UC. Both children are 
assumed to be female in this analysis. 

Second child's date of 
birth 01/01/2015 

 An arbitrary date of birth giving was 
chosen to give an age five years younger 
than the first child 

Second child's gender Female 

If the first and second child have 
different gender, it may affect housing 
element in UC. Both children are 
assumed to be female in this analysis. 

Number of other non-
dependent adults Varies by household size - 

Is anyone in your 
household disabled or 
a carer? 

No 

Being a "carer" is this context means 
being a full-time informal carer, rather 
than working in a job to care for 
someone.  

Property details    
 Detail   Input  Note 

Location Wales/Merthyr Cynon/Merthyr 
Tydfil Consistent with postcode 
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Housing sector Renting from a Council or 
Housing Association 

According to ONS data118, social rented 
is the most common housing tenure 
among the bottom three income 
deciles. 

Number of bedrooms 3 
2011 census119 shows that three 
bedrooms is most common for all 
household sizes. 

Weekly rent £100.18 
Stats Wales120 shows this is average 
weekly rent of social housing in 
2019/20. 

Does your rent 
include a charge of 
services e.g. 
fel/meals? 

No Simply held constant across cases 

Number of rent-free 
weeks 0 Simply held constant across cases 

Are you a foster 
carer? No Simply held constant across cases 

Council tax band C Band C was the most common band in 
Wales in 2018.121 

Single occupier? Yes From household size and non-
dependent inputs. 

Income and earnings   
 Detail   Input  Note 
Gross annual income 
from job 1 

Varies by job role and wage 
scenario  - 

Weekly hours worked 37 Consistent with workforce model. 

Partner's annual gross 
income from job 1 

50% of the partner’s wage in 
the baseline scenario 

According to ONS data122, the average 
number of economically active people 
in income decile three is 1.5. 

 
118 For further details, see Table 20 at the following link: 

https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhou
seholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouse
holdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables2018
19.xlsx  
119 https://www.nomisweb.co.uk/census/2011/dc4405ew 
120 See: 
 https://statswales.gov.wales/Catalogue/Housing/Social-Housing-Stock-and-
Rents/averageweeklyrentsinselfcontainedstockatsocialrent-by-accomodationtype-
numberbedrooms-providertype  
121 See Number of properties by council tax band in Wales at 
https://www.gov.uk/government/statistics/council-tax-stock-of-properties-2018 
122 See Table 20 at: 

https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.nomisweb.co.uk/census/2011/dc4405ew
https://statswales.gov.wales/Catalogue/Housing/Social-Housing-Stock-and-Rents/averageweeklyrentsinselfcontainedstockatsocialrent-by-accomodationtype-numberbedrooms-providertype
https://statswales.gov.wales/Catalogue/Housing/Social-Housing-Stock-and-Rents/averageweeklyrentsinselfcontainedstockatsocialrent-by-accomodationtype-numberbedrooms-providertype
https://statswales.gov.wales/Catalogue/Housing/Social-Housing-Stock-and-Rents/averageweeklyrentsinselfcontainedstockatsocialrent-by-accomodationtype-numberbedrooms-providertype
https://www.gov.uk/government/statistics/council-tax-stock-of-properties-2018
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Partner's weekly 
hours worked 18 50% of primary earner’s working hours, 

rounded up to nearest whole number. 

Do you or your 
partner qualify for JSA 
or ESA based on 
National Insurance? 

No 

Labour Force Survey 2018-2019 shows 
only 0.2% of the Care workers and 
senior care workers in England and 
Wales were Jobseeker's Allowance 
claimants 

Childcare costs per 
week 

Single one child: £242 
Couple on child: £127 
Couple two children: £254 (two 
children at part time weekly 
costs) 

Money advice service123 gives the 
average UK weekly childcare costs in 
2019: part time (25 hours) - £127 and 
full time (50 hours) - £242 

Savings £1,500 

According to ONS data124, in the period 
of April 2016 to March 2018, 
households’ total formal financial assets 
in the 25th percentile amounted to 
£1500. This is kept constant across 
household sizes.  

Any sources of 
incomes other than 
your job  

No Held constant across household sizes. 

Amount of the 
incomes these 
sources 

£0 Held constant across household sizes. 

Do you qualify for the 
disabled element of 
working tax credit? 

No Held constant across household sizes. 

 

  

 

https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhou
seholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouse
holdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables2018
19.xlsx  
123 https://www.moneyadviceservice.org.uk/en/articles/childcare-costs 
124 See: 
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances
/incomeandwealth/datasets/financialwealthwealthingreatbritain 

https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/file?uri=%2fpeoplepopulationandcommunity%2fpersonalandhouseholdfinances%2fincomeandwealth%2fdatasets%2ftheeffectsoftaxesandbenefitsonhouseholdincomefinancialyearending2014%2ffinancialyearending2019/hdireferencetables201819.xlsx
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/datasets/financialwealthwealthingreatbritain
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/datasets/financialwealthwealthingreatbritain
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