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1. Background 

 

1.1 In March 2022 the Department for Health and Social Care (DHSC) published “Market 
Sustainability and Fair Cost of Care Fund 2022 to 2023: guidance” and associated 
grant determination and conditions guidance which set out requirements for all Local 
Authorities in England to complete a Fair Cost of Care Exercise and produce Cost of 
Care Reports and Market Sustainability Plans. Results of the Fair Cost of Care 
Exercise and draft Market Sustainability Plans are required to be submitted to DHSC 
on 14 October 2022. Following a process of review by DHSC, Cost of Care Reports 
for Domiciliary Care and Care Homes are required to be published. Final Market 
Sustainability Plans are also required to be published in February 2023. 
 

1.2 The Guidance determines that the “fair cost of care” is “the median actual operating 
costs for providing care in the local area (following completion of a cost of care 
exercise) for a series of care categories”. The scope of the exercise includes care 
homes for people aged 65 and over and domiciliary care for people aged 18 and over. 
 

1.3 The guidance also outlines a requirement for Local Authorities to “move towards paying 
a fair cost of care” but is not specific about the pace that Local Authorities are required 
to do this and is clear that “The outcome of the cost of care exercise is not intended to 
be a replacement for the fee-setting element of local authority commissioning 
processes or individual contract negotiation.” 
 

1.4 Following completion of the Fair Cost of Care Exercise Knowsley Council will continue 
to engage with providers in relation to its fee setting process over the next few months 
 
 

2. Approach 

 
2.1 Knowsley Council (jointly with 2 other Local Authorities within the Liverpool City 

Region) commissioned an external consultancy company to undertake its Fair Cost of 
Care Exercise with the market. The decision to take this approach was based on a 
number of factors including:  
a) Supporting a consistent approach at a subregional level for the 3 councils within 

the Liverpool City Region 
b) ensuring impartiality when undertaking consultation and engagement with 

providers about the fair cost of care 
c) the ability to employ a targeted, focused and timebound approach thereby 

mitigating the risk of delays due to conflicting priorities, ensuring the work that is 
required to develop fair cost of care exercises, and draft market sustainability 
statements meet the timescales set by the government.  
 

2.2 The consultants appointed to undertake this exercise in Knowsley had experience of 
working with one of the National Trailblazer Local Authorities in the North West to 
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develop their approach and were also working with a number of other Councils across 
the Region to complete this exercise. This provided greater assurance in relation to 
the consultants having developed a proven methodology and ability to apply a 
consistent approach across a number of Local Authorities both regionally and 
nationally. IT also provided the opportunity for the consultants to consider variations 
and similarities in data across a wider footprint of data in the validation of data and 
development of appropriate models to address issues identified. 
 

2.3 At the end of June, prior to the consultants commencing their work the Local Authority 
wrote to all 31 home care providers who were operating in the borough (and had clients 
funded by the council) to inform them of the exercise that had been mandated by the 
Government and to encourage them to engage in the process. The Council further 
wrote to these providers following the appointment of the independent consultants, on 
the 12 July to notify them of the appointment and the impending commencement of the 
exercise and the process that the appointed consultants would be taking.   
 

2.4 Following commencement of the contract, the independent consultancy company 
contacted the home care providers inviting them to join a webinar and outlining the 
process for collecting data. Two webinars were held for Knowsley home care providers 
to maximise participation. Providers were able to ask questions, and the consultancy 
company used this method of engagement to better understand the local situation, 
pressures, and trends. Following the webinars providers were given the option to 
complete their return directly in the ADASS/LGA homecare tool, or to complete a 
survey which was sent to providers that mirrored the questions in the tool but that had 
been designed by the consultancy company to break the required information into more 
manageable and user-friendly sections, making it easier for providers to complete. 
Where providers chose to use the survey, this information was inputted by the 
consultancy company into the ADASS/LGA homecare tool to ensure it was input with 
a high level of consistency. Details of the questions asked of provider on the 
ADASS/LGA homecare tool and in the survey are detailed in Appendix A. 
 

2.5 Providers were given a three-week period within which they were able to submit their 
data, with an initial deadline of 11th August 2022. The consultancy company sent 
weekly reminder emails, containing a link to their specially designed survey, to all 
providers that had not yet returned data, either via ADASS/LGA homecare tool or the 
online survey. They also contacted the providers directly to offer support with 
completing the exercise and made numerous telephone calls to each care provider 
that hadn’t submitted information. Providers received up to five telephone calls each to 
follow up on returns that had been either not been started or had only partially been 
completed. During the telephone calls providers were offered the chance to complete 
the survey over the telephone at a convenient time. Providers were supplied with a 
telephone number and email address to use throughout the process, which they could 
use to ask questions about the survey or request support in completing it. Where 
providers indicated that they would be unable to meet the initial specified deadline, 
they were granted short deadline extensions to maximise potential submissions. In 
total four providers refused to engage in the process. Where this was the case the 
consultancy company attempted to engage with the provider to gain insight into the 
reasons for refusal, to determine whether issues could be overcome. 
 
 

3. Data Submissions 
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3.1 Data submissions were received from 9 of the 31 providers which represents a 
response rate of 29% of providers and circa 35% in relation to the overall hours of care 
commissioned by KMBC. This included the four lead providers working across 
Knowsley as well as five spot providers who were providing variable levels of care to 
Knowsley residents, but who were also providing care to residents in other Local 
Authority areas.  
 

3.2 Following the submission of responses validation checks were undertaken by the 
consultants and further checks undertaken by commissioners within the council and 
any anomalies or significant outliers were queried directly with providers. Six of the 
providers were contacted with validation checks following their initial submission.  
Providers were contacted by email.  The email identified the data in the original 
submission that was being checked, identified concerns with the data and reasons for 
the concerns and asked providers if they were either able to amend the data or to 
confirm it was correct.  Providers were given an email address and telephone number 
to contact if they had questions about the query. This resulted in four providers 
changing some of the original data provided. However, there were a significant number 
of queries that remained unsatisfactorily resolved with providers ceasing to engage in 
responding to further queries due to competing priorities.  
 

3.3 Analysis undertaken by council officers based on the data received from providers 
indicates a significant gap between the level of income providers are receiving from 
the Local Authority and the costs being incurred that is unlikely to be accounted for by 
the local self funding population. In conjunction with the large number of queries that 
remain unresolved this gave further cause of concern to the accuracy of the information 
submitted by providers. Due to  significant concerns with the applicability of data to 
Knowsley and the failure of one provider to respond to any queries raised a decision 
was taken to exclude them from the Fair Cost of Care analysis as it was considered 
that this would materially affect the outcome of the exercise. 
 
 

4. Results 

 
4.1 The results of the Fair Cost of Care Exercise as set out in accordance with the DHSC 

requirements are detailed in Appendix B. The Fair Cost of Care for an hour of home 
care (in accordance with the definition determined in the DHSC guidance as the 
median value of responses) is £21.84 per hour. 
 

4.2 In determining the median value, Knowsley have taken the approach to use the 
subtotals of each of the sections in the return relating to care worker costs; business 
costs and return on operations. Having reviewed individual line items the level of 
variations between different providers indicated a lack of consistency in reporting that 
would be better moderated by assessing median values at a less granular level. 
Overall totals are the sum of the subtotal median values. 
 

4.3 Data submitted by providers related to the financial year 2021/22 and has been 
adjusted to reflect the costs as at April 2022. In the absence of any data submitted by 
providers in relation to inflation rates, the Council have used its standard methodology 
for inflating fee rates based on increases in National Living Wage and also applied an 
additional increased for National Insurance in accordance with national policy change 
from April 2022.   
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4.4 Data submitted by providers in relation to Return on Operations varied significantly 
from 0.00% to 7.01%. In accordance with the DHSC guidance consideration has been 
given in relation to what is considered a reasonable Return on Operations for this 
sector of the market.  A decision was taken to adopt the Homecare Association agreed 
rate of 3%,  which was the same rate that the council was currently using in its model 
to determine fee rates for the home care sector and this approach is in line with a 
number of other Local Authorities in the region and nationally. There is no market 
intelligence to suggest that local providers are struggling with this return rate. For 
example, we have had no lead or spot providers exit the market locally due to the rate 
currently paid by the Council. Supply of home care in Knowsley is good and there are 
low waiting lists for support compared to other areas.  
 

4.5 Three providers submitted cost data for Personal Protective Equipment (PPE) and six 
providers entered a zero value. As the model and funding of PPE is currently (and was 
in 2021/22) provided free of charge through a government portal, this line item has 
been adjusted to a zero value for all providers. In setting future fee rates, consideration 
will be given to building in reasonable costs for PPE based on access to centrally 
funded stocks and required usage in the sector. 

 
 
5. Fee Setting 

 
5.1 The DHSC has been clear that whilst there is an expectation that Local Authorities 

should move towards the Fair Cost of Care that “the outcome of the cost of care 
exercise is not intended to be a replacement for the fee-setting element of local 
authority commissioning processes or individual contract negotiation”. Legal precedent 
indicates that whilst there is a need for Councils to have due regard to the cost of care 
this is not a singular factor in the setting of fee rates for services. In addition, there are 
expectations that Councils also consider factors such as: 
a) their experience of local care home or agency closures, or relative lack of closures, 

along with the reasons for any such closures;  
b) their evaluation that there is current oversupply in the market, or that present rates 

have contributed to oversupply; similarly it would be relevant to consider the LA’s 
experience that providers are still entering the market; including by acquisition 
demonstrated by changes in the ownership of local homes. This may include 
consideration of the nature and type of new homes opening, and which part of the 
market those new homes are focused on;  

c) rates paid by other comparable LAs and whether there is anything to explain why 
the cost of providing care in the LA’s own area should be materially higher than 
elsewhere in the region;  

d) consideration of management accounts from providers, or any other specific 
information requested, and any refusal to permit review of management accounts;  

e) “tak(ing) account of the position of those providers with whom it was able to reach 
agreement and the evidence that they had provided as to how they had 
determined that the proposed rates would enable them to meet the actual costs of 
care”;  

f) change or lack of change in CQC ratings over time, as evidence of the quality 
provided by local homes over a period of time;  

g) LAs may reach views as to localised cost movements by matters such as the 
locally advertised rates for jobs in the sector, rates of local job vacancies, and 
patterns or rates of staff turnover. The Skills for Care, National Minimum Data Set 
for Social Care also provides reliable and potentially relevant information on cost 
movements. 
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5.2 During the undertaking of the fair cost of care exercise, localities across Cheshire and 
Merseyside and the North West have engaged in collaborative discussion to inform 
our approaches to the treatment of cost items and interpretation of fair cost of care 
guidance. This work has highlighted a variation in costs above what would be expected 
or that can be explained through local differences.  This adds to concerns regarding 
the overall quality and representativeness of the cost information received through the 
exercise. The Council will seek to engage providers throughout the fee setting process 
to gain a better understanding of the true costs of providing home care  
 

5.3 Further analysis and adjustments of the Fair Cost of Care data will need to be made in 
relation to the impact of extraordinary costs incurred of during 2021/22 due to the 
Covid-19 pandemic and costs that are associated with private clients who are 
purchasing care directly from the providers. It has not always been possible through 
the fair cost of care exercise to identify and isolate these costs, meaning that the 
reported current cost of providing care risks being distorted and overstated. 
 

5.4 In addition, there will be a need to be consideration of changes in UK fiscal policy 
announced since the exercise was completed that will have an impact on provider 
costs.  This includes recent announcements regarding the reversal of the additional 
1.25% on employers’ national insurance payments and the energy bill relief scheme. 
Further work will be required in partnership with the local care market to understand 
the extent that these announcements and any future announcements will impact on 
care costs. 
 

5.5 There is approximately 15,000 hours of homecare commissioned in Knowsley per 
week. The contractual framework was established with 4 lead providers operating 
across 8 geographical areas – each lead provider provides coverage for 2 areas. A 
secondary Dynamic Purchasing System (DPS) allows the council to contract with a 
range of other providers who provide care across all 8 areas. Both lead providers and 
providers who are signed up to the DPS provide care at the Councils contracted rate. 
Care is also commissioned with a small number of providers who have not signed up 
to the Councils standard contract and who charge higher rates for care.  

 
5.6 Providers are currently paid for the full commissioned duration of any visit they 

undertake. The council will be reviewing the methodology for how it pays providers and 
like many other local authorities, will consider moving to a pay on actual calls duration 
model. Alongside this, the methodology for how we pay for travel time and how 
providers pay their staff for travel time, will also be reviewed.  
 

5.7 The Council is committed to continuing to work with providers to better understand the 
costs of providing care in the borough and using this intelligence to support the fee 
setting process. 
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Appendix A – Questions Asked of Providers 

 
The data was collected through a mixture of the LGA / ADASS tool and a survey sent to 
providers that mirrored the questions in the tool.  When data was submitted through the survey 
it was then inputted into the tool to ensure consistency.  The following are the questions asked 
of providers in a survey sent to them. 
 

1.) Business Name 

2.) Are you part of a wider group? 

3.) Name of the group? 

4.) Please provide a postcode for the registered office from where you manage the 

services provided in Knowsley 

5.) Please indicate the number of appointments you undertake in Knowsley in a normal 

week for each of the following visit lengths 

a. 15 Minutes 

b. 30 Minutes  

c. 45 Minutes  

d. 60 Minutes 

6.) What is the total number of direct care hours you provide in Knowsley in a year? 

7.) What is the average number of service users you visit in a week? 

8.) What is the average number of miles between each visit for the work you do in 

Knowsley? 

9.) What is the average time taken between each visit? (in minutes) 

10.) What mileage rate do you pay staff? 

11.) What is the total car parking cost for delivering care in Knowsley in a week? 

(enter your figure in £/week) 

12.) What is weekly cost for any vehicle leases?  

13.) What percentage of your work in Knowsley comes from the following sources:  

a. Knowsley with Darwen Council 

b. Self-funders 

c. Other public sector funders 

14.)  How many staff (Full Time Equivalent) do you have working for you in the 

Knowsley area? 

a. Total Number 

b. Of those, how many are new recruits in last 12 months 

15.) Looking across your workforce please let us know how many staff (FTEs) you 

have working in each of the following roles? 

a. Management 

b. Team Leaders 

c. Care Co-ordinators 

d. Back Office / Admin 

e. Care Worker 

f. Senior Care Worker 

g. Nurse 

h. Other 

16.) If other, please state job roles 

17.) Please let us know the rates of pay you work to for the following roles: 

(£/hour) 

a. Management 

b. Team Leaders 

c. Care Co-ordinators 
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d. Back office / admin 

e. Care Worker 

f. Senior Care Worker 

g. Nurse 

h. Other 

18.) Please let us know the rates of pay you work to for the following roles at a 

weekend or bank holiday: (£/hour) 

a. Care Worker 

b. Senior Care Worker 

c. Nurse 

19.) How much do you pay for agency staff for the same roles during the day? 

(£/hour) 

a. Care Worker 

b. Senior Care Worker 

c. Nurse 

20.) How has your usage of agency staff changed over the last 18 months? 

21.) Please provide the following information about the total staff costs for 

delivering a service in Knowsley – please base on your last full year accounts 

a. Total salary cost 

b. Total National Insurance Cost 

c. Total pension contribution 

22.) What is the average leave entitlement for a full-time member of staff (in days) 

23.) What is the average number of days training undertaken by a full-time 

member of staff in a year? 

24.) How do you cover staff when they are on leave or training? 

25.) What does it cost you per day to cover leave and training? 

26.) What is the average number of sick days for a full-time member of staff in 

your company in a normal year? 

27.) What is the total number of days you've paid for notice of suspension in the 

last financial year? 

28.) Please provide the following annual cost information about your business 

overheads based on your last full years accounts (£ spent in the last full years 

accounts) - work in Knowsley only 

a. Staff recruitment and retention 

b. Training and supervision (not including cover) 

c. Apprenticeship levy 

d. CQC registration fees 

e. Rent, rates and utilities 

f. IT 

g. Telephony (including broadband) 

h. PPE 

i. Consumables 

j. Stationary and postage 

k. Cost of finance (loan repayments inc. mortgage) 

l. Insurance 

m. Professional fees (legal and accountancy) 

n. Marketing 

o. Equipment and Assistive Technology 

p. Medical supplies 

q. Agency costs 

r. Central / head office recharges 
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s. Other 

29.) Please provide the following financial information for your Knowsley business 

for the latest full financial year? 

a. Total Turnover 

b. Total Overhead 

c. Profit / Surplus 

30.) What hourly rates do you charge for self-funders? (in £/hour) 

31.) What has been the inflationary uplift on your costs since your last set of 

accounts were published? (%)  

32.) Please give reasons behind your last answer and provide evidence where 

possible 

33.)  How has Covid-19 impacted on your care at home business? 

34.) What do you see as the main trends and challenges facing providers over the 

next three years? 
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Appendix B – Results of Fair Cost of Care Exercise 

 
 
1.0 Count of Observations (£/hour) 
 

 Count of 
Observations 

Lower 
Quartile 

Median Upper 
Quartile 

Direct care 8 £10.08 £10.34 £10.85 

Travel time 8 £0.95 £0.96 £1.37 

Mileage 8 £0.27 £0.59 £0.93 

PPE 8 £0.00 £0.00 £0.00 

Training (staff time) 8 £0.00 £0.00 £0.20 

Holiday 8 £1.30 £1.38 £1.45 

Additional non-contact 
pay costs 

8 
£0.11 £0.17 £0.23 

Sickness/maternity and 
paternity pay 

8 
£0.21 £0.22 £0.24 

Notice/suspension pay 8 £0.00 £0.00 £0.00 

NI (direct care hours) 8 £0.87 £1.00 £1.09 

Pension (direct care 
hours) 

8 
£0.19 £0.22 £0.35 

TOTAL CAREWORKER 
COSTS 

8 
£14.53 £15.51 £16.75 

Back office staff 8 £2.55 £2.89 £3.10 

Travel costs 
(parking/vehicle lease et 

cetera) 

8 

£0.00 £0.00 £0.00 

Rent/rates/utilities 8 £0.14 £0.40 £0.62 

Recruitment/DBS 8 £0.01 £0.06 £0.28 

Training (third party) 8 £0.10 £0.12 £0.17 

IT (hardware, software 
CRM, ECM) 

8 
£0.17 £0.24 £0.30 

Telephony 8 £0.13 £0.21 £0.23 

Stationery/postage 8 £0.03 £0.03 £0.04 

Insurance 8 £0.09 £0.21 £0.21 

Legal/finance/professional 
fees 

8 
£0.06 £0.08 £0.15 

Marketing 8 £0.03 £0.05 £0.08 

Audit and compliance 8 £0.01 £0.01 £0.05 

Uniforms and other 
consumables 

8 
£0.03 £0.04 £0.04 

Assistive technology 8 £0.00 £0.00 £0.03 

Central/head office 
recharges 

8 
£0.00 £0.66 £1.02 

Other overheads 8 £0.06 £0.08 £0.24 

CQC fees 8 £0.08 £0.08 £0.09 

TOTAL BUSINESS 
COSTS 

8 
£4.86 £5.68 £6.42 
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 Count of 
Observations 

Lower 
Quartile 

Median Upper 
Quartile 

RETURN ON 
OPERATIONS 

8 
£0.46 £0.66 £0.77 

TOTAL 8 £19.84 £21.84 £23.94 

Number of location level 
responses received 

9 9 9 9 

Number of locations 
eligible to fill in the survey 

31 31 31 31 

Carer basic pay / hour 8 £9.50 £9.95 £10.50 

Minutes of travel per 
contact hour 

8 
5.1 6.3 7.2 

Mileage payment per mile 8 £0.19 £0.25 £0.33 

Total direct care hours / 
annum 

8 
26,225 31,658 74,685 

 
 
 
2.0 Median Values (£/hour) 
 

Cost area Median 

Direct care £10.34 

Travel time £0.96 

Mileage £0.59 

PPE £0.00 

Training (staff time) £0.00 

Holiday £1.38 

Additional non-contact pay 
costs £0.17 

Sickness/maternity and 
paternity pay £0.22 

Notice/suspension pay £0.00 

NI (direct care hours) £1.00 

Pension (direct care 
hours) £0.22 

TOTAL CAREWORKER 
COSTS £15.51 

Back office staff £2.89 

Travel costs 
(parking/vehicle lease et 

cetera) £0.00 

Rent/rates/utilities £0.40 

Recruitment/DBS £0.06 

Training (third party) £0.12 

IT (hardware, software 
CRM, ECM) £0.24 

Telephony £0.21 

Stationery/postage £0.03 

Insurance £0.21 
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Legal/finance/professional 
fees £0.08 

Marketing £0.05 

Audit and compliance £0.01 

Uniforms and other 
consumables £0.04 

Assistive technology £0.00 

Central/head office 
recharges £0.66 

Other overheads £0.08 

CQC fees £0.08 

TOTAL BUSINESS 
COSTS £5.68 

RETURN ON 
OPERATIONS £0.66 

TOTAL £21.84 

Number of location level 
responses received 

9 

Number of locations 
eligible to fill in the survey 

31 

Carer basic pay / hour £9.95 

Minutes of travel per 
contact hour 6.3 

Mileage payment per mile £0.25 

Total direct care hours / 
annum 31,658 

 
 
3.0 Number of Appointments per week by visit length 
 

 15 mins 30mins 45 mins 60 mins 

Lower Quartile 0 58 35 173 

Median 14 184 207 332 

Upper Quartile 78 1769 2100 800 

 
 
4.0 Cost Per Visit 
 

Minutes Value 

15 Minute 6.62 

30 Minute 12.47 

45 Minute 16.96 

60 Minute 21.84 

 


