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Introduction & Background

• Objective

• Scope

• Revisions in successive Care Cost Benchmarks reports

• The evidence base

• Historical market overview - fees, profits and capacity needs

• Current gap between ‘fair fees’ and fees paid by councils

• Why calculate fees from a costing model using local data?

Structure of the toolkit spreadsheet

• The component parts

• Conceptual framework

National benchmarks entered in the toolkit

• Occupancy rate

• Hourly paid staff hours, pay rates & on-costs

• Management, administration & reception staff costs/on-costs

• Agency staff

• Staff turnover & training backfill

• Corporate overheads
• Repairs & maintenance
• Other non-staff current costs

• Return on accommodation & operator’s profit
• Capital (asset) value of care homes

• Care Cost Benchmark bottom line

• Accommodation cost discount factor grading tool

• Operator’s profit discount

• ‘Ceiling’ and ‘floor’ fair fee summary

Cost of a fully modernised care home sector
Future changes in care home costs
Exclusive tables

• Gap between fair market fees and average fees paid by English councils,
2014/15

• Care staff hours benchmarks for nursing and residential care of older
people and people with dementia, UK 2008-2014

• Projected statutory minimum employers’
pension contributions as a %
of gross earnings of hourly
paid staff under the
Pensions Act 2008

• Indicative potential cost to
the public sector at
2014/15 prices of
increasing local authority
fees to Fair Price for Care
levels

LaingBuisson believes that the ddeemmaannddss  rreessuullttiinngg  ffrroomm  aann  aaggeeiinngg  ppooppuullaattiioonn mean that more care homes will be needed in the future.
However, most public sector funding agencies ddoo  nnoott  ccuurrrreennttllyy  ooffffeerr  ffeeeess  tthhaatt  aarree  ssuuffffiicciieenntt  ttoo  eennccoouurraaggee  ccaarree  hhoommee  ooppeerraattoorrss  ttoo  iinnvveesstt in new
capacity for state-funded clients. The Care Cost Benchmarking toolkit offers a transparent and evidence-based mechanism for working out
what such fees should be, based on the costs borne by care homes. 

First produced in 2002 in partnership with the Joseph Rowntree Foundation as a means by which to provide a ccoonnssiisstteenntt  aanndd  ddaattaa--ffoouunnddeedd
means of calculating reasonable operating costs within efficient facilities, this latest update has for the first time divided the year into two
periods, October 2015 – March 2016 and April – September 2016, in order to synchronise with step changes in care home costs as revisions
are implemented in NNaattiioonnaall  LLiivviinngg  WWaaggee for employees of 25 and over (in April) and National Minimum Wage for employees under 25 (in
October). This means that there are now ttwwoo  PPaarraammeetteerrss  WWoorrkksshheeeettss  iinn  tthhee  TToooollkkiitt  SSpprreeaaddsshheeeett, one for the period October 2015 – March
2016 and one for the period April – September 2016, and each of these two worksheets draws data from its corresponding ‘Regional Data’
worksheets: ‘Regional Data Oct 15-Mar 16’ and ‘Regional Data Oct 15-Mar 16’.

The other pprriinncciippaall  rreevviissiioonn for 2015/16 is that the underlying 12% Return on Capital (ROC) benchmark has been marked down to 11% in
recognition of a modest upward trend in care home values and a corresponding modest downward trend in the yield that investors in care
homes are willing to accept in a post-crash, low interest economic environment.

This seventh edition of the Toolkit Spreadsheet has been populated with data collected by LaingBuisson from the following principal sources:

++ Pay rates and terms and conditions for hourly paid care and domestic staff: a) as at October 2015, following the 1 October
National Minimum Wage revision; and b) planned for April 2016, following the 1 April implementation of National Living Wage

++ Home manager basic salaries
++ Rostered staff benchmarks
++ A review of deal values and market commentaries by business transfer agents was carried out in order to gauge recent experience

on care home sale prices as a multiple of operating profits and on current yields expected by property investors for leasing turnkey
care home assets to operators. This evidence was used to determine the ‘whole business’ rate of return on capital benchmark within
the Toolkit Spreadsheet as well as the rate of return benchmark for the accommodation element only.

CCaarree  CCoosstt  BBeenncchhmmaarrkkss is an essential tool for
commissioners and providers of care services throughout
the UK, local councillors, advocacy groups for older
people and social policy experts, as well as politicians,
civil servants and other policymakers concerned with
appropriate funding for long-term care. And with figures
generated from the toolkit regularly forming the backbone
of judicial reviews into local authority care fee
settlements, and informing the business cases of
operators looking to expand, CCaarree  CCoosstt  BBeenncchhmmaarrkkss also
has uses across the legal and financial sectors.

What does the CCAARREE  CCOOSSTT  BBEENNCCHHMMAARRKKSS
TOOLKIT offer you?
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Explanatory Guide Chapters & Figures 

The hea lthca re experts

MMaarrkkeett  RReeppoorrttss,,  FFoorruummss,,  CCoonnffeerreenncceess,,  NNeewwsslleetttteerrss,,  DDaattaa,,  CCoonnssuullttaannccyy......

To find out more: 

ww.laingbuisson.co.uk

ee.info@laingbuisson.co.uk

tt. 020 7841 0045

As the country’s leading provider of healthcare intelligence, LaingBuisson’s products and services are used by healthcare experts working in a range of roles -
from chief executives, financial directors and business development managers of independent health and care providers to key decision makers in private
equity, the advisory community and the heads of both regional and national government making key spending decisions. 

In addition to Market Reports, LaingBuisson publishes business newsletters and holds a number of well-attended annual conferences and Forum events which
bring together delegates from every area of health and social care across the private, public and voluntary sectors.

For readers interested in this report, LaingBuisson has a range of complementary products available:

This seventh edition of LaingBuisson’s CCaarree  CCoosstt  BBeenncchhmmaarrkkss
toolkit has been fully updated and revised using average pay rates
from more than 1,000 respondents to our exclusive autumn/winter
2015 survey of care homes.

The toolkit consists of ffiivvee  iinntteerr--rreellaatteedd  sspprreeaaddsshheeeettss:

++ Parameters & assumptions
++ Nursing care - older people
++ Nursing care - dementia
++ Residential care (care only) - older people
++ Residential care (care only) - dementia

In addition to the llaatteesstt  cchhaannggeess  iinn  ooppeerraattiinngg  ccoossttss, the toolkit
aligns the costs involved in the work carried out by the Dilnot
Commission in 2011, splitting out care homes costs into four main
areas:

++ Care
++ Accommodation
++ Ancillary support & other general living costs
++ Operator’s profit

This format makes each of the costs involved in the provision of
these specialist care provisions more transparent, in particular
separating out the cost of providing accommodation (the care home

asset) from the profit that the operator reasonably requires for
delivering the service. 

Furthermore, the CCaarree  CCoosstt  BBeenncchhmmaarrkkss toolkit can present
provider’s financial flows in the formats likely to follow from any
future implementation of the Dilnot recommendations.

And, building upon last year’s update, this seveth edition continues
its epxert utilisation of ppaayy  rraatteess and llaanndd  pprriicceess enabling
manipulation of results at rreeggiioonnaall  and ccoouunncciill  lleevveell.
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