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Our paper ‘Survive or Thrive? Securing financial sustainability in social care - the provider perspective,’1 

was published in June 2015 - one month after the general election which saw the Conservatives 

win a small majority in parliament.  

The paper drew attention to the deepening crisis in social care, the challenge of balancing quality 

and finance, with the sectors’ resilience and sustainability being questioned by local government 

and providers alike.

Social care is experiencing the most serious budget reductions for at least a generation, at the same 

time as significant demographic driven demand. Fees are below costs in some areas, with providers 

deciding not to bid for contracts, or handing back contracts because they are not economically 

sustainable.

Alongside this there is a need to drive-up quality and redesign health and care services around the 

needs of local people and their communities. Providers face multiple challenges and are questioning 

the viability of current models of care. In a recent survey 56% of directors of social services reported 

that providers are facing financial difficulties.2

Despite these concerns there was only one mention of social care in the Queen’s Speech at the 

opening of the new Parliament – and that was in relation to integration with health. 

Sustainability and the Micawber principle
More recently there have been other developments which will have major consequences for social 

care. 

Firstly the government’s July budget introduced the National Living Wage (NLW), for those aged 25 

and over, which will start at £7.20 and rise to over £9 an hour by 2020. 

Whilst the NLW will deliver a welcome pay rise to perhaps as many as one million frontline care 

workers it will require substantial new investment in social care in order to fund both future National 

Minimum Wage and NLW commitments, estimated by the Resolution Foundation to be as much as 

£2.3 billion by 2020.3 There will also be significant additional costs for employers from the need to 

maintain pay differentials across jobs.

A deepening crisis in 
social care

4. Open Letter to Chancellor: UKHCA http://www.ukhca.co.uk/mediastatement_information.aspx?releaseID=232675

5. ADASS budget survey 2015: http://www.adass.org.uk/budget-survey-2015/

6. Professor Chris Ham chief executive of the King’s Fund speaking on the BBC Radio 4 Today programme August 2015.

The NLW has been described as likely to lead to a ‘catastrophic failure of home-based care services, 

unless there is urgent action from Government and local councils to address underfunding.’4  Higher 

staff costs without a corresponding increase in fees will ultimately have a significant detrimental 

effect on the quality of care.

But this additional funding will have to be found in the context of an estimated funding gap for 

adult social care by 2019/20 of £4.3bn, which amounts to 29 per cent of the total budget for adult 

social care, with further cuts in the pipeline. This year (2015/16), adult social care budgets will 

reduce by a further £0.5 billion5 in cash terms.

Successive governments have failed to adequately address social care funding and given the current 

government’s tight fiscal policy there is little reason to suppose that investment will be forthcoming 

during the life of this government. 

“Unless there’s a sea change between now and the spending review, the prospects for 

adult social care, publically funded, for the most vulnerable in society, are pretty bleak.”6 

Care providers should therefore not rely on the Micawber principle of ‘expecting something to turn 

up’ and start to plan for a future with the likelihood of little or no improvement in funding. 

Funding reform delayed
The second significant development was the government’s decision to break its own manifesto 

commitment and a major plank of the Care Act, by delaying planned reforms to social care funding. 

Even though these reforms would have brought limited benefits, they offered the likelihood of 

greater transparency about fee levels and the actual costs of providing residential care and thus 

would have helped to shine a light on its chronic under-funding and cross-subsidisation by private 

payers. This in turn would have helped to raise public awareness and potentially reinvigorated the 

debate about long-term care funding. 

More positively perhaps this delay ‘frees-up’ an estimated £6bn notional ‘saving’ for the government 

which councils have suggested could be used to fund the current crisis, though it’s doubtful the 

government will do so.

Little was said about the government’s post-election ‘U-turn’ and there was no real opposition in 

Parliament to this major policy change. It seems likely therefore that these reforms will not see the 

light of day before 2020 at the earliest - and possibly never.

1. ‘Survive or Thrive? Securing financial sustainability in social care - the provider perspective.’ Written by David Walden CBE for the National Care Forum http://www.
nationalcareforum.org.uk/viewNews.asp?news_id=2757

2. ADASS budget survey 2015: http://www.adass.org.uk/budget-survey-2015/

3. Analysing the National Living Wage: Impact and implications for Britain’s low pay challenge. The Resolution Foundation July 2015 http://www.resolutionfoundation.org/
publications/analysing-the-national-living-wage-and-its-impact-on-britains-low-pay-challange/
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The July Budget
Although the July budget appeared to indicate less reliance on cuts to public service spending and 

promised an additional £8bn investment for the NHS by 2020/21, there nevertheless remains the 

likelihood of cuts between 2010/11 and 2019/20 (less the NHS, aid, schools and MoD) of the order 

of £66bn or 32.8 per cent. 

Even if there is an increase in local authority funding following the forthcoming Spending Review 

there is no guarantee that this will passed-on to providers as councils already face multiple spending 

challenges - the budget in brief offered support for the NHS and its forward plans, and nothing for 

social care.7

Leadership and the policy context
We do not intend to offer further analysis of the challenges facing providers in this paper, but 

instead we want to highlight some essentially practical suggestions which we believe providers 

should consider acting on, particularly at the local level, and in the context of the Care Act.

The fundamental question it seems is not so much about sustainability in response to the funding 

crisis, but how care services become a fully integrated part of their local health/care economy - 

and this can only happen at the local level. The rapidly changing shape of public service delivery 

is seen most clearly locally where demand and financial pressures are causing a gradual shift in 

local relationships between statutory partners, providers and crucially with local communities. Care 

service providers must be part of this movement and change. It is the view of the NCF that a mixed 

economy of provision which includes a diverse and vibrant ‘not-for-profit’ (voluntary, community 

and social enterprise) sector is vital to a strong local care economy that offers additional choice and 

quality for consumers.

Devolution is another part of this process important to understand, with Cornwall recently 

becoming the first rural authority in England to agree a devolution deal with the government, which 

includes plans to integrate health and social care. This is all about local communities having greater 

ownership of decisions and resources allocated, tailored to local needs.

The challenges care service operators face are essentially the same challenges the NHS and councils 

face. Discussions are happening everywhere about the redesign of public services and it will only be 

by working collaboratively at the local level that solutions will be found which build sustainability 

and create services that are valued by communities and funders alike. This interdependency across 

health and care systems, commissioners and providers, individuals and communities, should bind 

us in ways that require strategic and operational alliances. A failure to recognise, and utilise, this 

interdependence will undermine necessary change and reform.

7. Rowena Crawford, Institute for Fiscal Studies, Post-budget analysis: http://www.ifs.org.uk/tools_and_resources/budget/505

Our paper ‘Survive or thrive’ concluded that we need a clear vision of new models of care and new 

ways of working that recognise the vital role of social care to support the NHS - and that this needs 

to be combined with a willingness for providers to work collaboratively with key partners to ensure 

adequate resources for social care.

In the next section we unpack this conclusion and look at some developments which we believe it 

is essential providers engage with – the emphasis throughout is on leadership. 

The care sector though experiencing tough financial constraints is undergoing massive change and 

continuous transformation and providers should ask themselves, what their role is in finding a way 

through the cuts programme and how are they responding. Leadership is often cited as being a 

critical ingredient for success - it’s vital that providers don’t look to others to lead locally. 

Influencing local markets 
Although the overall picture can seem bleak it’s important to realise that austerity, like deprivation, 

is not the same everywhere and that different local authorities have their own spending priorities. 

The formula for allocating grants to local authorities means there is considerable variation across 

the country.

Additionally there is not a single social care market; there are in fact distinctive markets for different 

customer groups and service models, differentiated geographically by unique combinations of large 

and small scale providers. Price pressures vary by area across the country and markets are also 

differentiated in terms of the balance between publicly and privately funded clients and not least 

by council fee levels. 

Changes in the way care and support is delivered are happening at different speeds, in different 

ways, in different places, it’s therefore crucial that providers understand and work with the social 

and economic goals of councils, local communities and local Clinical Commissioning Groups (CCGs).

The statutory guidance supporting the Care Act 2014 requires local authorities to ‘have regard to 

minimum fee levels necessary to enable providers to deliver care at the agreed quality standards.’

It is essential therefore that providers address the sustainability question at the local level as 

local problems require local solutions. Whilst there may not be a sustainability ‘silver bullet’ local 

authorities have a duty to ensure their markets are sustainable and the Care Act provides the policy 

context for these discussions. The Act represents the most significant reform to the care and support 

system for a generation and specifically introduced a new duty on local authorities to:

• ‘facilitate a vibrant, diverse and sustainable market of care and support provision.’ 
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The Care Act envisages a new relationship between providers and commissioners in shaping the local 

care ‘market’ and this offers an opportunity at an individual local authority level for providers to lead 

discussions and proactively engage with commissioners and councillors. It is essential that national 

and local politicians recognise that the way care is funded and organised needs to change. Providers 

should individually and collectively engage local members of parliament in these discussions. The 

LGA guidance to lead council members for adult social care says:8 

• ‘Ensure you have a proactive strategy and build relationships with service providers to 

promote diversity and quality in the local care market.’

The guidance goes on to say that one of the key questions lead members should consider is:

• ‘Do you have a strategy to build on your existing relationships with providers of care and 

support to promote diversity and quality in the care market?’

The Care Act, ‘makes it clear that the local authority needs to move from being an influence 

on the care market solely through its own purchasing to one where, with providers, it seeks 

to shape, facilitate and support the care market.’ 9

“The ambition is for local authorities to influence and drive the pace of change for their 

whole market, leading to a sustainable and diverse range of care and support providers, 

continuously improving quality and choice, and delivering better, innovative and cost-

effective outcomes that promote the well-being of people who need care and support.” 

Care and Support Statutory Guidance, Department of Health, October 2014

Providers should hold statutory partners to account by ensuring the effective use of local intelligence 

and the development of robust Market Positioning Statements and Joint Strategic Needs Assessments 

- as the basis of local health and social care planning.

To facilitate these discussions NCF recommends that members use the comprehensive framework 

contained in the ‘Market Shaping Toolkit: supporting local authority and SME care provider 

innovation and collaboration,’ produced by the Institute of Public Care (IPC) - see footnote 9.

Although this toolkit was developed chiefly for small and medium sized social care organisations it 

offers useful guidance for all providers. The IPC has developed a comprehensive suite of free market 

shaping resources.10

Additionally commissioners should be challenged on how they are applying the 12 principles 

for good commissioning which underpin the standards developed to improve adult social care 

commissioning by the University of Birmingham.11 These standards provide a framework for self-

assessment and constructive challenge, and were commissioned by ADASS, with funding from the 

Department of Health. 

8. Must knows adults: The Care Act 2014. The LGA: http://www.local.gov.uk/documents/10180/5854661/L14-532+Must+Knows+The+care+act_02.pdf/7949466d-36d0-4c8a-
b64a-a3cce022568d

9. The Market Shaping Toolkit, Institute of Public Care: http://ipc.brookes.ac.uk/services/mast.html

10. Developing Care Markets for Quality and Choice, Institute of Public Care: http://ipc.brookes.ac.uk/dcmqc.html

11. Commissioning for Better Outcomes – a route map: Health Services Management Centre, Birmingham University: http://www.local.gov.uk/documents/10180/5756320/Commis
sioning+for+Better+Outcomes+A+route+map/8f18c36f-805c-4d5e-b1f5-d3755394cfab 

One of the standard’s key domains is concerned with the promotion of a vibrant, diverse and 

sustainable market, where improving quality and safety is integral to commissioning decisions.

The standards state: 

• 5.1 Commissioners develop relationships with all local care providers to enable the design 

and delivery of services that meet the care and support needs and outcomes that local 

people want.

• 5.2 Commissioners conduct open and transparent conversations with providers who are 

actively involved in the commissioning cycle and are able to plan and invest in local 

services. 

• 5.3 Relationships between commissioners and providers are open, respectful and honest. 

Providers share information about costs, profit margins and the terms and conditions of 

staff and Local Authorities share information about cost assumptions and the rationale 

for contract decisions.

Providers should familiarise themselves with these developments and ask local authority and CCG 

commissioners how they are applying these frameworks and how service providers are involved. 

Critically providers should not rely on top-down leadership.

New models of care
The way care is commissioned, the role of councils and care providers in the local health-care 

economy is changing and it is essential that providers understand these changes and think about 

ways to adapt and develop their own services. The Care Act 2014 requires that care and support is 

integrated with health services, including the provision of housing. 

The NHS Five Year Forward View12 published in October 2014 offers a view of what needs to change 

over the next five years to close the widening gaps in the health of the population, quality of care 

and the funding of services.

This is not about the NHS as separate to social care and providers should familiarise themselves with 

the Five Year Forward View, which outlines potential solutions to the big questions facing health 

and care services in England. The future of social care is intrinsically intertwined with health services. 

Critically for planning the future of care services the Forward View states:

• The traditional divide between primary care, community services, and hospitals – largely 

unaltered since the birth of the NHS – is increasingly a barrier to the personalised and 

coordinated health services patients need.

• The NHS will take steps to break down the barriers in how care is provided between 

family doctors and hospitals, between physical and mental health, between health and 

social care. 

12. The Five Year Forward View, NHS England: http://www.england.nhs.uk/ourwork/futurenhs/
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• England is too diverse for a ‘one size fits all’ care model to apply everywhere.

• Charities and voluntary organisations often have an impact well beyond what statutory 

services alone can achieve.

• We need to engage with communities and citizens in new ways, involving them directly 

in decisions about the future of health and care services.

One of the first steps in delivering the Five Year Forward View and supporting the integration of 

services was the announcement of ‘vanguard’ sites for new care models. Each vanguard site is 

leading on the development of new care models and £1.98 billion of additional funding underpins 

these developments.

There are currently 37 vanguards13 with a further wave of sites to be announced in the autumn. ‘The 

Forward View into action: New care models: update and initial support,’14 offers a useful update of 

progress so far.

Providers particularly need to be aware of the vanguards known as, ‘Multispecialty community 

providers’ which are concerned with moving specialist care out of hospitals into the community, 

and the ‘enhanced health in care homes’ vanguards which aim to offer older people better, joined 

up health, care and rehabilitation services. NCF members are involved in the vanguard areas and 

we will be interested to see the emerging lessons in the hope that they can be shared with other 

providers.

This means creating commissioning and contracting arrangements across health and social care 

to enable shared accountability for care service users. This is the shape of things to come and is 

perhaps one of the most interesting developments we have seen for years.

Vanguards, which have been described as, ‘the only show in town’,15 are developing models of care 

around the needs of populations as a whole, ensuring that patients can access the right care which 

is personalised to them. These models will provide the blueprint for the future evolution of health 

and care services everywhere.

Additionally the £3.8 billion Better Care Fund (BCF)16 is a pooled budget that shifts resources into 

social care and community services in support of the further integration of health and social care 

services, in order to ensure that people receive better care. The BCF required every local area to have 

developed a pooled budget to be implemented from April 2015.

New models of care must be joined-up and responsive to local need – in short it’s about demand, 

design and delivery, not simply service driven change. If additional funding is found it will only be 

made available on this basis.

The Forward View and the BCF offer important frameworks for providers to use in thinking about 

the future of their own services. Both developments are fundamentally about leadership, integration 

and innovation, in response to the complex challenges facing local communities, including care 

services - and it’s crucial that providers engage in these discussions locally. 

Why collaboration matters
Collaboration is fundamentally about effective leadership. The challenges social care providers face 

of reduced funding, demographic pressures and the changing profile of service users, are shared 

challenges across the whole of the public service delivery system. From an individual perspective the 

system understandably can seem unsustainable. 

The sustainability question, or more correctly, how we respond to the challenges facing local 

communities, is so complex that no individual agency or organisation is likely to be able to solve the 

challenge by working alone. Thinking is too often constrained by current responsibilities, current 

business models and approaches to service delivery – creative solutions are much more likely to be 

found through collaborative working. 

There is a direct parallel here with local government which in the face of swingeing cuts and 

rising demand is having to radically rethink its role, providers also need to engage with this wider 

reimaging of function and purpose.

The NHS Five Year Forward view says:

• Increasingly we need to manage systems – networks of care – not just organisations.

The sustainability challenge is not one of protecting traditional service models but of being able to 

meet the future needs of a local population in an effective and economic way.

The traditional view of residential care services as providing support disconnected from local 

communities within an insular environment has changed, but needs to develop further and faster. 

Individual providers can feel powerless in the face of the challenges but their service or business 

is just one part of a much bigger network and complex system. Care services are not islands of 

support separate from the wider system of health care. 

- The way institutions behave, policy decisions, the way markets operate, and even public 

attitudes and norms are all implicated in social problems.17

Changing the way social care is designed and delivered, implies making changes to the current 

system and this is what integration and the Five Year Forward view aim to achieve. Systems change 

is a different way of thinking about ‘multi-layered’ complex problems such as the future of social 

care and its sustainability. 

New Philanthropy Capital has produced a useful introduction to systems change, especially for 

those new to it. 

13. New care models – vanguard sites. NHS England: http://www.england.nhs.uk/ourwork/futurenhs/5yfv-ch3/new-care-models/ 

14. The Forward View into action: New care models: update and initial support: http://www.england.nhs.uk/wp-content/uploads/2015/07/ncm-support-package.pdf 

15. Help make this work, Roy Lilley: http://myemail.constantcontact.com/Help-make-this-work.html?soid=1102665899193&aid=G3q3olVX73s

16. For information about the Better Care Fund see: http://www.local.gov.uk/web/guest/health/-/journal_content/56/10180/4096799/ARTICLE 17. A shock to the system, Rob Abercrombie Director of Research & Consulting team, NPC: http://www.thinknpc.org/blog/a-shock-to-the-system/
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The NCF Quality First Framework includes 
a comprehensive review of governance, 

accountability and financial integrity

‘Our conclusion is that although it may not be as novel as some claim, there is a good deal 

of value in a systems change approach and it offers a welcome reminder of what effective 

action looks like when it comes to the pursuit of social change.’18

Leaders must develop collaborative relationships, spanning organisational boundaries and traditional 

public sector silos in order to successfully redesign local service delivery and build sustainable service 

models. This is bottom-up change and means greater emphasis on prevention, people’s capabilities, 

co-production, exploiting local assets and going ‘with the grain,’ of community life.

CCG and local authority commissioners and providers have to go beyond the prospect of simply 

managing decline and the current crisis-driven approach, by improving communications, building 

trust and identifying barriers to reform and sustainability. 

Collaboration involves building partnerships and coalitions of support as well as people being 

willing to change. To put it more dramatically, current service models are under threat and therefore 

providers should model innovative approaches and new ways of working. 

Summary and conclusion
This paper continues the discussion started in ‘Survive or Thrive? Securing financial sustainability in 

social care - the provider perspective,’ and presents some alternative perspectives on the challenges 

facing care service providers. The source for these ideas are the new duties on councils under the 

Care Act and the government’s aspiration that local authorities should facilitate sustainable local 

care markets.

The paper suggests that despite widespread concern the prospect of additional funding for social 

care seems unlikely and describes the direction of travel for the NHS which it is essential care 

providers engage with, because as local integration plans develop they will become increasingly 

influential on social care markets. 

This will be a very different world where the roles and responsibilities of statutory commissioners 

become increasingly intertwined, as local government reinvents itself. It has little choice but to do 

so. 

The paper sets-outs some practical suggestions about ways providers might approach the 

sustainability challenge at a local level and emphasises the critical importance of:

• active leadership by providers;

• the local context;

• working with commissioners in the light of their Care Act duties;

• looking beyond the current financial crisis towards integration and evolving models of care;

• The value of systems change thinking and the importance of collaborative working.

This paper is part of a longer-term programme of activities intended to raise awareness of the distinctive 

value of not-for-profit providers and with the aim of offering support to NCF members by identifying steps 

they can take to build resilience.

The importance of local leadership has been emphasised throughout this paper and nationally the NCF will:

• continue to work with the Care Providers Alliance and the 5 Nations Care Forum to bring these crucial 

issues to the attention of policy makers;

• submit a formal response to the Comprehensive Spending Review, based on members views, highlighting 

the acute financial pressures faced by providers;

• work closely with members on the further analysis of the pressures faced by providers – in order to build 

a compelling case for change;

• build on our existing constructive relationship and dialogue with ADASS;

• model with our national partners the value of collaborative working;

• explain to the Government at every opportunity why social care sustainability matters so much.

As part of this ongoing programme the NCF will:

• support our networks to collect vital intelligence, in order to inform and influence local policy makers;

• produce a ‘toolkit’ to assist members in raising these issues locally - in the context of promoting active 

local leadership;

• keep members up-to-date on significant national developments;

• disseminate work currently being developed by the Local Government Association (LGA) calling for 

an integrated approach to procurement and a more balanced relationship between commissioners and 

providers.

September 2015

18. Systems change: A guide to what it is and how to do it. NPC: http://www.thinknpc.org/publications/systems-change/ 

NCF next steps
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