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Summary 

 
The recent history of funding 

• There is serious underspend on older people’s social care.  Spend on older 
people’s care stagnated and then decreased between 2005-06 and 2011-12. Yet the 
number of people aged over 85, the age group who are most likely to need care, has 
increased by over 250,000 since 2004-05.1 As a result each year unmet need has 
increased as people are excluded from accessing services or see their care packages 
reduced. 

• Councils have cut back on their service provision.  In 2009-10 the total hours of 
support purchased by local authorities for older people fell from 2 million to 1.85 million.2 

• Provision of care is more restricted than ever.  In 2005 half of councils provided 
support to people assessed as having ‘moderate’ needs, but in 2011 the figure fell to 18 
per cent.3 

• Many older people miss out altogether, remaining outside of the state care 
system.  Today of 2 million older people in England with care-related needs nearly 
800,000 receive no support from public or private sector agencies.4 

• The financial demands on older people who receive care are increasing.  In real 
terms, charges were £150 per year more in 2010-11 than in 2009-10 for each older 
person using local authority care services and £360 more than in 2008-09. 

 
The spending decisions taken by the Coalition Government 

• Funding for frontline services has not been protected.  Councils have reduced their 
spending on older people’s social care by £671 million in real terms in the year between 
2010-11 and 2011-12.5  This is a decrease of over 8 per cent.6 

• Additional money from the NHS has not filled the gap.  Even after adding the £330 
million transferred from PCTs to the amount spent by local authorities, the overall effect 
is still a real decrease in spending on older people’s social care of £341 million or 
around 4.5 per cent. 

• Taking into account growing demand as well the gap is even greater. In order to 
maintain the care system at the same level as in 2010 (before current spending cuts) 
expenditure on older people’s social care should be £7.8 billion in 2011-12. But this year 
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total spending it is only £7.3 billion. Even making allowances for efficiency gains, this 
has left a total shortfall of £500 million.  
 

Paying for care reform 

• Just to maintain the status quo a steady increase in funding will be needed.  By 
2015 we should be spending £9.4 billion per year to maintain the 2010 status quo and 
stop the system getting any worse. That is £2.1 billion more than was spent this year. 

• Provision should be extended to support people who fund their own care.  Age 
UK supports implementation of the Dilnot Commission’s proposals for care reform, in 
particular measures that mitigate the risk of incurring catastrophic costs and support 
people who self fund to plan in advance. The Dilnot reforms would cost an estimated 
£2.2 billion in 2015. 

• Meeting moderate needs also needs to be factored in to the overall sums for 
reform.  Extending the reach of the formal care system should be a key objective for 
the Government. Costing this additional provision should be a priority. 

 
The architecture of reform 
Age UK has set out seven key building blocks that are critical to the success of care 
reform. 

 
1. Care and support must be available to everyone who needs it:  

•••• Government should introduce a national eligibility threshold set at moderate. 

•••• People should be entitled to an assessment that fully considers their individual 
needs, as proposed by the Law Commission. No one should ever be refused care 
without full consideration of their needs based on a proper assessment. 

•••• People should be able to take existing assessments with them when they move from 
one Local authority to another (portable assessments). 
 

2. Care and support services should be high quality and safe: 

•••• Care regulation needs to be strengthened: the regulator should take a strong 
monitoring role and be given an enhanced quality improvement role to support 
providers to get better; services should also be properly overseen by local authorities 
where they arrange support.  

•••• Local authorities should become more responsive by involving service users and the 
public in planning and delivering services. 

•••• Local authorities must plan services strategically to ensure a choice of good quality 
services is available. 

•••• The Government should support the introduction of a clear and transparent quality 
scheme so that people can judge in advance how good a service or provider is. 

•••• Where local authorities must support users to choose how they receive their services 
if an individual chooses not to use a cash payment to meet their care needs, services 
should still be organised on their behalf. 
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3. Services should support people to live safely and with self-respect: 

•••• A reformed system must be founded on a clear principle that care and support enable 
people to live with dignity, to be as independent as possible, to be part of a 
community and to maintain family and social relationships. 

•••• Local authorities should be responsible for ensuring that care and support services 
are available to support someone at all stages of their needs, to manage transitions 
and following major life-changing events. 
 

4. Preparing in advance for care should be straightforward: 

•••• People must be able to obtain free information and advice about the care system. 

•••• Information about financial products should be independent and appropriately 
regulated. 

•••• Measure that enable people to take steps to delay the need to use care services 
must form part of a reformed system. 
 

5. Care should be funded in a fair and transparent way: 

•••• The Government should implement the funding recommendations set out by the 
Dilnot Commission, including the introduction of a £35,000 cap and £100,000 means-
test thresholds. 

•••• Deferred payments should be available in every local authority area so that people do 
not have to sell their home when they move into residential care. 
 

6. The system should be clear and easy to understand: 

•••• The Government should implement the recommendations of the Law Commission for 
a single social care statute. 

•••• Local authorities must continue to have clear care management duties, including 
responsibilities to arrange care for people who qualify for support. 

•••• People must have appropriate support available to negotiate the system, including 
access to advocacy and new roles such as support brokers and care navigators. 

•••• New legislation must make clear which agency has ultimate statutory responsibility 
for the care provided and is responsible for any charges applied. 

 
7. No family member or friend who acts as a carer should be forced to sacrifice 

health, career, social life or future economic security: 

•••• Carers must be given a right to support following an assessment of their needs as 
proposed by the Law Commission.  

•••• The benefits system should be reformed so that there is adequate financial support 
available for carers. 
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1. Introduction 

This year care and support services have faced unprecedented challenges as a result 
of budget pressures and continued increases in demand. Sadly care services have not 
been immune to the effect of public service cuts, despite the Government’s intention to 
protect the front line. This has resulted in a reduction in the breadth of council care 
provision, an increase in the charges that councils make for care services, and a 
reduction in the numbers of older people receiving support from councils. This report 
documents these changes and the dramatic effect on those people who rely on social 
care for their dignity and quality of life.  

This is our second report detailing the depth of the care funding crisis. In May 2011 Age 
UK published its first Care in Crisis report, setting out the background to the current 
care funding crisis and our fears for a system facing four years of public spending cuts.  
We predicted that these would reduce spending on older people’s care by £300 million 
over 4 years and that real spending on older people’s care would be £250 million lower 
in 2014 than in 2004.  
 

We now have new analysis and figures confirming that the funding crisis in care is even 
worse that we feared. Our analysis shows that spending has decreased by over £300 
million (4.5 per cent) in real terms this year alone. Worse still, when we look at 
projections of what should be spent this year in order to keep up with increasing need 
for services the shortfall is £500 million in real terms. 

Age UK is now more concerned than ever that care is not fit for purpose. Many of those 
who need help and support do not get high-quality services, while others who are in 
significant need are being left to fend for themselves. This concern is widely shared. In 
a recent poll over 80 per cent of people agreed that Government needs to do more to 
meet the care and support needs of older people, and over 60 per cent were worried 
about what would happen when they got older.7 

However since our last report in 2011 the debate has moved forward. Two widely 
anticipated reports setting out proposals for care reform have been published: the Law 
Commission on the legislative framework for care and the Commission on Funding of 
Care and Support led by Andrew Dilnot (the Dilnot Commission).  

In autumn 2011, the Department of Health encouraged the sector to set out their 
priorities for reform in response to its engagement exercise on care. There is now 
widespread acceptance of the need for change but it is not yet clear what this change 
will look like.  

The Government has committed to publishing a White Paper this spring. It is vital that 
politicians take this unique opportunity to solve the deep and worsening crisis and give 
older people the care and support they have earned through a life time of contribution. 
We urge all political parties to engage with openness and goodwill in the cross-party 
talks on care and seek a lasting settlement on this crucial issue. Pressures on public 
finances and the current controversy over the future of the NHS must not result in the 
imperative of care reform being once again ‘kicked into the long grass’. Politicians of all 
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parties must sign up to radical reform and to a new financial deal if we are to avoid frail 
and disabled people suffering acute hardship and danger.  

As part of our Care in Crisis Campaign, Age UK has set out seven building blocks for 
social care reform. These are framed around seven statements about care that older 
people should be able to make confidently in any successful system. We will judge the 
success of the White Paper and subsequent reform on the degree to which they meet 
these criteria.  In section 4 of this report we have set out these seven statements and 
the policy steps necessary to turn aspirations into reality.  

However successful implementation of a care system that helps people achieve our 
ambitions must address two key challenges: 

1. We need to fund the current system properly so that older people receive adequate 
care which is flexible and that gives them personal control. It is critical that a 
reformed care and support system is built on the strong foundations of a properly 
funded system that delivers high quality services to those who need them 
irrespective of ability to pay. There must also be adequate resources to invest in 
services that help older people to maintain their health and independence, thereby 
reducing or delaying the need for more intensive care.  

2. The need to enable individuals to plan and pay for care by creating a system that is 
clear and fair. To achieve a sustainable new way of meeting the costs of care in the 
long term we need to reform the way in which costs are shared and managed by the 
state and by individuals. This should include creating an infrastructure which 
encourages the financial services industry to develop suitable products that help 
people plan and pay for care.   

To meet these challenges a reformed care and support system must give certainty to 
individuals and the private sector about what will be available from the state in the future 
and what individuals will be expected to pay. It must also provide people with strong 
guarantees about both the quality and the availability of care. There is a clear template 
for reform in the proposals set out by the Law Commission review of social care 
legislation and by the Dilnot Commission on funding of care and support. Age UK 
supports the full implementation of these recommendations.   

The new system must also include investment in prevention and much closer integration 
between services, particularly in health and social care. Social care is the ‘Cinderella 
sister’ to the NHS and we believe that a focus on closer integration, in conjunction with 
an injection of funding into social care, has the potential to create a high quality and cost 
effective system to appropriately meet the needs of vulnerable older people. 

A fair outcome for older people cannot be achieved within the existing funding envelope: 
new money in the system is essential. Reforms must be built on solid foundations and 
Government must be realistic about the future cost of funding a decent system. The 
Government must commit to closing the funding gap in social care by ensuring funding 
keeps pace with growing demand and is sufficient to meet current levels of unmet need 
for care.  
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2. The funding crisis to date 

The starting point for this report is that care and support for people in later life has 
reached financial crisis. The system has been starved of cash. For years, increases in 
funding for social care have failed to keep pace with rising demand and they pale in 
comparison to increases in spending in the NHS, despite the obvious 
interdependences.  In the five years before the present financial troubles (2005-2010), 
public spending on older people’s care decreased in real terms,8 and the impact is 
made more acute by rising costs in the care sector which have historically outstripped 
inflation.9 So while costs in the sector were climbing total spending was decreasing in 
real terms. At the same time the number of people aged over 85 who are most likely to 
need care increased by 27 per cent.10  

Despite councils’ best endeavours this has created huge pressures in the care system 
and has led to tighter eligibility requirements; variability in support across the country; 
inadequate help for people living in their own homes; under-funded care homes; and the 
sidelining of preventative spending. Older people living on low incomes have been hit 
the hardest. But councils have also responded by reducing the help they offer mid and 
higher income groups and/or by charging them more. Yet private spending on care has 
been unable to fill the gap. As a result, levels of unmet need are rising and carers are 
being forced to shoulder a heavier burden. This comes on top of long-held grievances 
about a means-tested system which forces homeowners to meet almost all the costs of 
a care home. 

The result is a lottery. Some people never need to use care services and pay nothing, 
others lose almost their entire life savings. In between too many people are put off using 
the support services they clearly need because they cannot afford to pay for them, or 
because they are unclear about the costs. We now have a system where older people 
who have contributed to society over their lifetime are being left to fend for themselves 
just when they most need care and support. 

A history of under-funding… 
This is not a new problem: successive Governments have failed to ensure that 
investment in social care has been adequate to maintain quality and reach of services.  

Figure 1 demonstrates this historical under-funding. It shows that spend on older 
people’s care stagnated and then actually decreased between 2005-06 and 2011-12. 
Figure 2 demonstrates that the proportion of older people receiving care has fallen. Yet 
the number of people aged over 85, the age group who are most likely to need care has 
increased by over 250,000 since 2004-05.11 As a result, each year the level of unmet 
need12 has increased as people are excluded from accessing services or see their care 
packages reduced. By comparison NHS spending increased by around £25 billion (5 
per cent each year) over the last five years.13  

Figure 1: Net current expenditure on older and younger adults’ social care since 
2005/06 
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Source: DCLG14 
 

Figure 2: Percentage of younger and older adults receiving social care services since 
2005-0615 

 
 

We can also see from Figure 1 that in terms of public spending on care, older people 
have been unfairly disadvantaged in comparison with adults under 65.  In contrast to the 
decreasing spend on older people, spending on younger people’s care has consistently 
increased over the period from 2005-06.  We do not question the importance of 
providing high quality care for adults aged under 65 who are in need of it, such as those 
with disabilities and other complex needs, but we are concerned that these trends 
demonstrate the continuation of historic age discrimination in spending on social care 
that is set out above. 
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The local authority response to declining funding… 
Limited funding means many councils have, in effect, had little choice but to cut back on 
their service provision and this is indeed what has happened: in 2009-10 the total hours 
of support purchased by local authorities for older people fell from 2 million to 1.85 
million.16 

Since 2003 councils have used a four-point scale for assessing whether disabled 
people should be eligible for support (with needs ranging from ‘low’ to ‘moderate’, 
‘substantial’ and ‘critical’). In 2005 half of councils provided support to people assessed 
as having ‘moderate’ needs, but in 2011 the figure has fallen to 18 per cent.17  The vast 
majority of councils now only provide care to those people with ‘substantial’ or ‘critical’ 
levels of need. This means that people who are unable to undertake essential personal 
care tasks may now find that they are ineligible for support.18  

It is unfortunate that this funding crisis has come at a time when councils are making 
genuine attempts to transform how they deliver services.  For more than a decade many 
local authorities have been taking successful steps to reduce the numbers living in care 
homes by providing better support in people’s own homes. More recently, growing 
emphasis has been placed on developing more personalised services, with increased 
uptake of direct payments, more preventative support and improved information and 
advice.  

Age UK strongly supports these developments and in a different financial climate they 
could be delivering significant improvements in care. But with insufficient funding the 
results have been patchy, as many authorities simply lack sufficient money to provide 
adequate personal budgets or invest in prevention at the same time as they withdraw 
existing services.  

The impact on older people – rising levels of unmet need… 
And so what is the effect of these restrictions on older people? Many older people 
simply go without the support of formal services. Today, of 2 million older people in 
England with care-related needs nearly 800,000 receive no support of any kind from 
public or private sector agencies. The current deficit reduction programme is likely to 
take this figure to the grim milestone of 1 million people by 2020.19 We fear this suffering 
will take place largely in silence, with few older people asking for extra help or being 
willing or able to make a fuss. 

And increasing financial demands on those who do receive state support… 
As councils’ social care budgets are squeezed so the pressure to boost income from 
other means grows. As a result we have evidence that council charges for care 
provision are rising. In fact, council income from sales, fees and charges has increased 
in spite of a reduction in the number of care users. Figure 3 shows that in real terms, 
charges were £150 per year higher in 2010-11 than in 2009-10 for each older person 
using local authority care services and £360 higher than in 2008-09. With many councils 
raising fees and charges and abolishing caps these costs are likely to climb much 
further in 2011-12. This means an increasing number of older people will be unable to 
afford their current care and support, leading them either to cut back on their services or 
go without. 
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Figure 3: Fees and charges per care user are increasing 

 
Source: CLG and NHSIC (2011 prices)20 

 
The result of means testing and charging is that huge numbers of older people do not 
even seek help. In 2010 the PSSRU21 estimated that by 2015 290,000 disabled older 
people will be not using services because they are discouraged by the means-test.22 In 
recent years these problems have been exacerbated by ‘gate-keeping’ from councils, 
where there are reports that self funders are disadvantaged by not being able to access 
assessment of their care needs in spite of legislation and guidance which states they 
are entitled to support.23  

The impact on the wider sector – a severe debilitating effect on the care market… 
The sector now faces growing financial pressures, as the example of the care home 
market illustrates. Public sector commissioners routinely under-pay for older people’s 
care homes:  

“…a number of councils have faced legal challenges from local groups of care home 
owners and care associations, which have sought judicial review of council decisions on 
fee levels. In decisions relating to Pembrokeshire (the latest in December 2011), 
Leicestershire (December 2011) and Sefton (in November 2011), the judges concerned 
have essentially agreed with care home interests that fee decisions were not lawful 
because the councils concerned had not … taken full account of legitimate costs 
required to provide care home services of the reasonable standard that the council has 
a duty to provide or make available.” 24   

Since then there have been widespread reports of fees being frozen, or in some cases 
cut, even though costs in the sector continue to rise. Evidence from an Age UK 
Freedom of Information request in April 2011 indicated that 77 per cent of councils with 
responsibility for Adult Services either froze or decreased their usual rates for residential 
care in 2011-12.25 The situation is clearly deteriorating. Recent research from BUPA 
estimates that spending would need to increase by £286 million in 2012-13 to enable 
commissioners to pay fees that would allow all care homes to meet Care Quality 
Commission Essential Standards.26 This underfunding could have significant 
consequences. Although there were clearly other factors that led to the crisis that beset 
Southern Cross last year, it provides a stark warning of the impact the collapse of a 
major operator could have.   
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3. Tracking the effect of Government spending decisions 
on care 

 
Section 2 of this report set out the serious extent of historic underfunding. Successive 
governments have failed to provide adequate investment in social care to maintain 
quality and access to services. As a consequence in 2010 this Government inherited a 
care system creaking at the seams and struggling to meet people’s needs. This is in 
spite of the dedication, professionalism and innovation of tens of thousands of people 
working in social care.  

This section now turns its attention to the impact of the recent public spending cuts. 
Despite attempts to safeguard the system from the impact of wider austerity measures, 
our analysis shows that spending has decreased by over £300 million (4.5 per cent) in 
real terms this year alone. Worse still, when we look at the projections of what should 
have been spent this year in order to keep pace with increasing service demand this 
shortfall grows to £500 million in real terms. 

In 2010 the new Government recognised the crisis… 
In the 2010 Coalition agreement Government recognised the serious crisis in social 
care, stating: “We understand the urgency of reforming the system of social care to 
provide much more control to individuals and their carers, and to ease the cost burden 
that they and their families face.”27 The Government further committed to establishing a 
Commission to make recommendations on reform of long term care funding. In July 
2011 the Dilnot Commission produced its report.  

However in the short term, given the dire state of care funding, the Government also 
recognised the need to protect social care from the spending cuts in the Spending 
Review 2010:“The Spending Review therefore makes available sufficient resources for 
local authorities so that they do not need to reduce access to services, and can fund 
new approaches that improve outcomes for those receiving social care”28 

To compensate for wider cuts in local government budgets it allocated new funding for 
social care from 2011-12 onwards, rising to £2bn per year by 2014-15.  This is designed 
for use by local authorities and Primary Care Trusts (PCTs) to ensure that social care 
services are not affected by the wider deficit reduction programme: ‘This funding will 
also enable local authorities to deliver the necessary efficiency savings, reforms and 
service improvements that will release savings and put social care services on a stable 
footing for the entire Spending Review period’.29 The funding was welcomed warmly as 
a clear acknowledgement of the importance of social care services and their vital role. 

How the additional money is allocated… 
The money is being channelled through two different funding streams. In 2011-12 £530 
million went to local authorities within their Formula Grant (which importantly is not 
ringfenced for care) and £648 million was allocated as a ringfenced pot to be transferred 
from PCTs to local authorities, with joint responsibility for deciding how this money is 
spent.30 While this injection of additional funding is clearly extremely welcome it has to 
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be seen against the context of an overall cut of £3.5bn to council funding from central 
government since 2010-11.31 

Tracking the impact of this additional funding on local authority spending… 
Recent information published by the Department of Health provides some insight into 
how the funding transferred from the NHS is being spent.32 However the failure to 
ringfence the money added to local authorities’ Formula Grant means there is no 
mechanism to ensure it is actually spent on care, and it is therefore difficult to trace 
spending.  

Despite the lack of transparency it has become clear that these additional funds have 
not been sufficient to protect frontline services. Local authority spending on older 
people’s social care has been cut. Table 1 shows an analysis of the Department of 
Communities and Local Government Annual Revenue Account (RA) budgets. The 
figures do not include any of the £648 million transferred directly from PCTs, because 
this is not accounted for in local authority budgets. The analysis shows that councils 
have reduced their spending on older people’s social care by £683 million in real terms 
in the year between 2010-11 and 2011-12, representing a decrease of over 8 per cent. 
33 

Table 1: DCLG Revenue Account Budgets: Total net expenditure on older 
people’s social care 2010-11 and 2011-12 up-rated to 2011 prices to show real 
decrease in funding.34 

 Net current expenditure on older people inc. mentally ill 

2010-11 2010-11 
(2011 
prices) 

2011-12 
(exc NHS 
transfer – 
see below) 

Cash 
change 
2010-11 
to 2011-
12 

Cash % 
change 
2010-11 
to 2011-
12 

Real 
change 
(adj for 
inflation) 
2010-11 
to 2011-
12 

Real % 
change 
2010-11 
to 2011-
12 

£7,317,920 £7,645,082 £6,961,981 -£355,939 -4.9% -£683,101 -8.9% 
 

Note: this is total net expenditure including care management and other strategic costs, as accounted for 
in the DCLG Annual Revenue Accounts. 

 
Given that local authorities have been given additional funding to protect care the extent 
of these cuts is huge. However local authorities have faced extreme pressure to their 
general Formula Grant allocation which has forced substantial cuts across the board.  
This has been compounded by the failure to ring-fence the new funding for care added 
to Formula Grant. 

But doesn’t the additional £648m direct transfer from the NHS fill this gap? 
Our analysis shows that even taking into account the NHS spend on social care there is 
still a large cut to social care budgets. 

This year the additional PCT funding for care amounted to £648 million and was 
ringfenced. This money has been allocated across all adult services for people aged 18 
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to 64 and for older adults over 65. There is no information showing how this money has 
been split between older people and younger adults. Last year local authorities 
allocated approximately 51 per cent of adult social care budgets to older people.35  If 
local authorities allocate the NHS funding on the same basis there would be an 
additional £330 million spent on older people. However even after adding the £330 
million to the amount spent by local authorities, the overall effect is still a real decrease 
in spending on older people’s social care of £341 million or approximately 4.5 per cent. 

Furthermore if we look at changes in funding over the 2 year period between 2009-10 
and 2011-12 the decrease in funding is over 10 per cent in real terms.36 

What about other NHS spend on social care, doesn’t that make a difference? 
In addition to the NHS transfer money the Government pledged an extra £150 million to 
be spent by PCTs in 2011-12 to support reablement. This money is of course welcome, 
but it has not been included in this analysis for two key reasons. First because it is 
spent directly by PCTs and not transferred to councils like the NHS transfer money, so it 
is therefore not part of council spending on social care. Second, the money is for 
specific services that will help the NHS to meet obligations set out by the Government to 
reduce the numbers of readmissions to hospital and support the NHS Quality Innovation 
Productivity and Prevention programme. As a result, although this additional funding 
may reduce the demand for social care, the primary focus of reablement is to support 
NHS efficiencies, not to help councils facing immediate spending cuts to social care 
services. 

Nonetheless, we would like to understand how the money for reablement is being spent. 
Specifically we would like to know what proportion is reaching older people and the 
extent to which this is reducing demand on other social care services. However even if 
we do include this reablement money in our analysis of spending on social care then the 
£150 million allocated this year does not fill the gap of £341 million in real terms. 

There is further evidence of Government acknowledgement of the funding cuts to social 
care services. Recently two announcements outlined further additional funding. A one-
off pot of £150m will be allocated to PCTs to spend in conjunction with local authorities. 
It is designed to boost provision of social care services which support hospital discharge 
and ongoing support in people’s own homes. There is also an extra £20m so that 
additional Disabled Facilities Grants can be provided. This additional money will ease 
the immediate pressures on hospitals caused by cuts to care services and is welcomed 
by Age UK. However the impact on the overall deficit in care funding will be minimal: it 
will not make good the shortfall. 

Using council reserves is not a solution… 
There is no specific information on how council reserves are being used to fund social 
care services, but a recent report from the Audit Commission, Tough Times, does give 
some clues. It shows that although councils do have reserves, many were already 
earmarked prior to the 2011-12 spending cuts and 40 per cent of Single Tier and 
County Councils (STCCs) and 50 per cent of District Councils do not plan to use 
reserves to make up funding shortfalls. In total STCCs plan to take £351 million more 
from reserves in 2011-12 than they planned to in 2010-11, but this is to mitigate funding 
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cuts across all council spending. The Audit Commission also found that ‘‘councils’ use 
of reserves were not linked to the size of the funding gap or to the level of reserves,’37 
suggesting that reserves have not been used strategically by councils to plug holes in 
spending created by the fall in the funding they receive from central Government. 

The evidence suggests reserves are not making up the shortfall in funding in 2011-12. 
However even though councils were using reserves to make up for the funding shortfall 
this year they cannot use them indefinitely to plug the funding gap in social care 
because they will quickly run out. Reserves do not offer a solution to the funding crisis, 
either in the short term or the long term. 

The cuts are too great for efficiency savings… 
The Government has recently suggested that councils can adapt to lower budgets by 
making efficiency savings to protect frontline service provision38. It has been suggested, 
for example, that savings can be made through outsourcing in-house provision, smarter 
procurement and reorganisation of care provision, such as combining back-office 
functions within a local authority or across neighbouring authorities, or through 
streamlining expensive processes such as assessment and care coordination.  

However there is little, if any, evidence available to support the notion that cuts on the 
scale required can be met solely through efficiency savings. Also, as we have shown in 
section 2, council social care budgets have been under pressure for a number of years. 
The experience on the ground is undoubtedly that these cuts are having an impact on 
frontline service provision.  

At present it is difficult to track where budget savings are being made as there is 
currently no data available. However an Association of Directors of Adult Social 
Services (ADASS) survey found that nearly a quarter (23 per cent) of this year’s budget 
reductions would be made through frontline service cuts.39  

And this doesn’t take account of rising demand in the system… 
The analysis above tracks the impact of spending cuts on social care services by 
comparing this year’s budget with 2010-11 but it does not account for how demand may 
have changed over this period as well.  

It is possible to use the PSSRU dynamic microsimulation model (DMS)40 to project how 
much should be spent this year to keep pace with rising demand. The model was most 
recently used to produce analyses for the Dilnot Commission, after undergoing a fitness 
for purpose assessment by the Institute of Fiscal Studies. It makes accurate projections 
about the cost of providing care to all those who are eligible under the current system.  

Table 2 shows that this year, 2011-12, according to projections total net expenditure on 
older people’s social care should have been £7.8 billion, but according to data from the 
Department of Communities and Local Government is only budgeted to be £7.3 billion. 
When we take into account how demand has risen over the past year it becomes 
apparent that there is in fact a shortfall of £500 million. This figure includes a generous 
assumption of 27 per cent cut in management and strategic costs between 2010-11 and 
2011-12. This is to reflect the potential efficiency savings the Government suggest 
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councils should be making to back office costs, but we predict this is a very optimistic 
assumption. 

Table 2. Comparison between Net total public costs of care for England, 
maintaining services at 2010-11 levels and actual total net expenditure - £bn per 
annum (2011 prices)  

 Net expenditure on social care 
services (based on DMS model) 

Net expenditure on social care 
services (DCLG: budgeted 

expenditure) 
 Service 

costs 
Care 

management 
costs41 

Total   Total 

2010-11 6.8 1.1 7.9 7.6 

2011-12 7 0.8 7.8 7.3 

Source: NHS Information Centre, DCLG and PSSRU modelling for Age UK42 (2011 prices) 

This shortfall has resulted in vulnerable people losing services or being forced to pay 
more money, which they often simply cannot afford: 

Figure 4. David’s Story: 

David Gower, 76, lives in sheltered accommodation.  He has severe mobility problems 
and relies on carers four times a day. 

David says, “My condition means that I have great difficulty moving around.  I can only 
manage a few steps with a walking frame.  And it is hard for me to do even the simplest 
of tasks like picking things up or opening an envelope.” 

“I rely on carers four times a day to help me with my personal care – morning, noon, 
afternoon and night-time.  My local authority has already had to pare down my home 
care service as much as it can.  For instance, the carers are already hard pushed to 
get me out of bed, washed, toileted, dressed and breakfasted, with the bed made, in 
the allotted 45 minutes time.  It’s a tough job for the carers because my mobility is so 
restricted.” 

“It’s a double whammy – a reduction in time with the carers and a big increase to the 
charges I pay for the care.  I share my home care costs with the local authority and my 
contribution has recently gone up from around £260 to £324 a month.  I struggle with 
my payments – on top of my rent and bills – from my pension and dwindling savings.” 

“I’m worried that the local authority is pushing for the ‘Big Society’ option where the 
emphasis is to push my care more and more onto friends and family. This is not an 
option for me. My relatives don’t live nearby. What I want is a proper ‘carers’ service.” 
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4. The architecture for reform 

Government has acknowledged that care is in crisis. However, as we demonstrated in 
section 3, so far attempts to shore up the system have failed to protect frontline 
services. We have reached the point where only radical change will enable the system 
to stabilise and then recover and this will require both funding and legislative reform. 

We have an unprecedented opportunity to reform care in the forthcoming White Paper.  
There has been no shortage of debate on what reform should look like, but pressure is 
increasing and the Government should not let this opportunity pass. Successful reform 
will depend in large part on achieving political consensus and on a shared commitment 
to act constructively on the issue.  

To pull back from the brink older people’s social care needs a new ‘architecture’ as well 
as significant extra resource. This section outlines Age UK’s seven principles for reform 
and sets out our policy priorities for the design of the new system. Taken together they 
amount to a recipe for a viable new architecture of care and support. In section 5 we 
look in more detail at the future costs of care.  

Our starting point for reform is the recommendations of by the Dilnot Commission and 
the Law Commission Review about the legislation that frames adult social care. 
Together these reports provide a clear blueprint for reform which Age UK fully supports 
and which we believe should form the basis of the Government’s White Paper due 
soon. 

Judging success – our priorities for reform… 
As part of our Care in Crisis Campaign, Age UK has set out seven building blocks for 
social care reform. These are framed around seven statements about care older people 
tell us they should be able to make confidently in any successful system.  

We will judge the success of the White Paper and subsequent reform on the degree to 
which they meet these criteria.    

The seven statements and the policy steps necessary to turn aspirations into reality are 
as follows:  

1. I receive the care and support I need with no chance of being left without it: As 
this report has shown care services are being squeezed; many local authorities have 
raised their eligibility thresholds, charges are increasing and care packages reduced. 
No older people should have to struggle without the support they need. 

What we want: 

• Government should introduce a national eligibility threshold to ensure that 
everyone with critical, substantial and moderate needs is entitled to support. 

• People should be entitled to an assessment that fully considers their 
individual needs, as proposed by the Law Commission. No one should ever be 
refused care without full consideration of their needs based on a proper 
assessment. 
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• People should be able to take existing assessments with them when they move 
from one local authority to another (portable assessments). 

2. My care and support services are high quality and safe: A reformed care system 
will only be successful if it encourages provision of high quality care. The care and 
support system should be able to meet the needs and aspirations of the person 
using services. Individuals should be in control of assistance they receive, supported 
to make informed choices about their options. 
 

What we want: 

• Care regulation needs to be strengthened: the regulator should take a strong 
monitoring role and should be given an enhanced quality improvement role to 
support providers to get better; services should also be properly overseen by 
local authorities where they arrange the care and support. 

• Local authorities should become more responsive to the needs of individuals and 
their communities by involving service users and the public in planning and 
delivering services. 

• Local authorities must plan services strategically to ensure a choice of good 
quality services are available locally that people can buy with their individual 
budgets.  

• The Government should support the introduction of a clear and transparent 
quality scheme so that people can judge in advance how good a service or 
particular provider is. 

• Where local authorities must support users to choose how they receive 
their services if an individual chooses not to use a cash payment to meet their 
care needs, services should still be organised on their behalf. 

3. I am able to live safely and with self-respect: As local authorities have restricted 
the services they provide, they have reduced the scope of their support. Services 
are often now focused on a checklist of individual tasks such as getting people up or 
putting them to bed, help to go to the toilet, or administering drugs. This is not good 
enough. Care must provide support to maintain and improve people’s quality of life.  

What we want: 

• A reformed system must be founded on a clear principle that care and support 
enable people to live with dignity, to be as independent as possible, to be part 
of a community and to maintain family and social relationships. 

• Local authorities should be responsible for ensuring that care and support 
services are available to support someone at all stages of their needs, to 
manage transitions and following major life-changing events. 

4. I am able to plan in advance before needing care: It is currently largely 
impossible to plan in advance, both practically and financially, for possible care 
needs. A successful care system will encourage people to look ahead and consider 
what they would do if they need care and it will provide them with the support they 
need to plan and make decisions at every stage.   
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What we want: 

• People must be able to obtain information about the care system, about their 
own long term conditions and about what help they will be able to obtain from the 
state in the future. This information should be free and available to everyone.  

• Information about financial products should be independent and 
appropriately regulated. 

• People should be supported to take steps to delay the need to use care 
services. Improved housing, better transport, help to reduce loneliness and build 
up social contacts, and support to remain healthy and to manage long term 
conditions should all contribute to meeting this aim.  

5. I am able to pay for care in a fair and transparent way: The current system for 
paying for care is unfair, complex and lacks transparency. A new system should 
make personal contributions clear and predictable. It should help people to 
understand and plan to meet their liabilities in advance, and provide protection from 
the catastrophic costs of care that can see individuals lose nearly all their assets.  
 
What we want: 

• The Government should implement the new funding system for care 
recommended by the Dilnot Commission, including the introduction of a 
£35,000 cap and £100,000 means-test thresholds. 

• Deferred payments should be available in every local authority area so that 
people do not have to sell their home when they move into residential care. 

6. The system is clear and easy to understand: At present the care system is 
extraordinarily complicated. Services are deeply fractured and individuals have to 
navigate a complex web of services provided by different organisations. On top of 
this, there is a range of legislation, case law and guidance leading to a legal maze. 
The system urgently needs to be simplified. 
 
What we want: 

• The Government should implement the recommendations of the Law 
Commission for a single social care statute, which brings together all existing 
entitlements into a single, more understandable legal framework. This is 
designed to make it easier to get assessed and to access care, and to make the 
care system clearer and more consistent.  

• Local authorities must continue to have strong care management duties 
including responsibilities to arrange care for people who qualify for support, to 
monitor whether care is working and to take action if it is not. 

• People must have appropriate support available to negotiate the system. It 
should be commissioned or provided by local authorities and should include 
advocacy and new roles such as support brokers and care navigators. This 
should complement other measures by local authorities and the NHS to integrate 
the care and support services they provide more effectively.  

• New legislation must make clear which agency has ultimate statutory 
responsibility for the care provided and is responsible for any charges applied. 
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7. No family member or friend who acts as a carer is forced to sacrifice health, 
career, social life or future economic security: The majority of care is provided by 
the 6.4 million people supporting partners, friends and family members.43 This is 
often at a cost to their health, wellbeing and financial security. Support for carers 
must enable them to continue with their own lives as well as support them to care.  

What we want: 

• At present, carers are entitled to an assessment of need but not to services 
following this. Carers must be given a right to access support following an 
assessment of their needs as proposed by the Law Commission.  

• Carers must not be forced into poverty by caring. The benefits system should 
be reformed so that there is adequate financial support available for carers.  
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5. Future funding of care 

As Government moves forward to reform care it will be important to be realistic about 
what a good quality system will cost in future. There are two funding challenges that 
need to be addressed: urgent action to reverse the impact of persistent underfunding 
and spending cuts; and the securing of the additional funding that is a precondition for 
driving meaningful reform.  

Urgent action to reverse serious underfunding… 
The first task is to prevent further damage being done by short term spending cuts 
which go beyond efficiency savings: these cuts must stop. Our analysis has shown that 
cuts are being felt in frontline services and entitlements, not just in benign 
reorganisation behind the scenes. Furthermore, this is only the first year of a four-year 
programme of cuts.  

Future funding will also need to keep pace with the growing demand for services. In 
section 3 we set out projections for what the system should be spending today to 
maintain the same level of services for older people as in 2010 (i.e. before the impact of 
this year’s spending cuts). Using the same PSSRU dynamic microsimulation model, it is 
possible to look further ahead over the next 15 years.  

These projections show that in order to maintain the 2010 status quo, funding will need 
to steadily increase between now and 2015-16: 

Table 3. Projected net total public costs of care for England, maintaining services 
at 2010-11 levels - £bn per annum, various years (2011 prices) 

 Net expenditure on social care 
services 

 Service 
costs 

Management 
costs 

(12%)44 

Total   

2012-13 7.4 0.9 8.3 

2013-14 7.7 0.9 8.6 

2014-15 8.0 1 9 

2015-16 8.4 1 9.4  

2020-21 10.0 1.2 11.2 

2025-26 12.8 1.5 14.3 

Source: NHS Information Centre and PSSRU modelling for Age UK (2011 prices)45 

 
Table 3 demonstrates that by 2015 we should be spending £9.4 billion to maintain the 
2010 status quo and stop the system getting any worse: £2.1 billion more than was 
spent this year.  

Preventing the system from further deterioration requires an increase in the proportion 
of public funding social care receives. Although the Office for Budgetary Responsibility 
(OBR) predicts UK GDP will rise in the future, maintaining spending as a constant 
proportion of GDP will not be enough to fill the spending gap. Table 4 shows what would 
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happen if spending on older people’s social care increased in parallel, maintaining a 
constant percentage of GDP.  

Table 4.  Funding projections for social care expenditure, real GDP (2011 prices) 
 

 Real GDP 
growth: % 

change p.a. 

Social care 
budget - fixed 

proportion of GDP 
(£bn, real) 

Management 
costs (12%) 

Total 

2012-13 0.7 6.92 0.83 7.7 

2013-14 2.1 7.06 0.85 7.9 

2014-15 2.7 7.26 0.87 8.1 

2015-16 3.0 7.48 0.9 8.4 

2025-26 3.0 10.05 1.2 11.2 

Source: PSSRU modelling for Age UK and OBR 
 

When compared to projections of spending required to maintain the same levels of 
provision as in 2010 (Table 3) this shows that by 2015, if spending on social care was 
kept constant as a proportion of GDP, there would be a gap of £1 billion in spending on 
older people’s service provision. However the expected proportion of GDP going to 
overall public funding is projected to fall by the OBR, so without urgent reform this figure 
could be even worse. 

But we also need additional resources to provide an improved system… 
As we have demonstrated, care is in desperate need of reform to deliver a fair, 
transparent and high-quality system. A new ‘architecture’ for care will need to be 
adequately resourced. This must mean finding funding to extend the reach of the 
system and put in place a fair funding settlement.  

In Table 3 above we explain how funding needs to increase by £2.1 billion by 2015 in 
order to maintain 2010-11 levels of provision, but Age UK believes this is not enough. In 
order to provide adequate care and support to those who need it there should be a new 
national eligibility threshold set at the equivalent of the Fair Access to Care Services 
(FACS) threshold of moderate needs or above. This is in order for people to be able to 
continue living independently, maintain levels of social activity, continue to be able to 
make decisions about their life and uphold dignity. If the Government accepts the need 
for care services to reach more people in this way it will clearly mean even more new 
money is required. 

Age UK and others have also called for a radical overhaul of the way the care system is 
funded so that there is a clearer and fairer settlement between individual citizens and 
the state. The Commission for Care and Support, led by Andrew Dilnot, has 
recommended fundamental reform of the system of care funding that will increase the 
means test threshold to £100,000 and prevent anyone having to pay more than £35,000 
towards the cost of their care. Age UK supports Andrew Dilnot’s proposals for funding 
reform and acknowledges that this will require further additional resources, which the 
commission estimates to be approximately £2.2 billion in 2015 (although this cost is 
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spread across the whole of adult social care, not just older people – £1.8 billion on older 
people, £0.4 billion on younger adults). 

Can we afford it? 
There is no doubt that we need a step change in the scale of funding for care services 
and the reward for doing this is huge. It would ensure that social care provides high 
quality care to those who have worked hard all of their lives, paid their taxes and now 
require some support to continue to actively participate in society. It would put the 
system onto a sustainable footing so that it is capable of meeting future demands. It 
would also encourage individuals to contribute more to the cost of their care, once they 
are clear about the potential costs and therefore better able to plan to meet them.  

It is also important to recognise that social care is an integral part of an interdependent 
health and care system. Failing to address the crisis in care does not make economic 
sense. At a time when the NHS is also under intense pressure to meet steep efficiency 
targets, shuffling costs between different parts of the system is not the answer.  

It is profoundly unfortunate that care reform is being considered in the midst of the most 
dramatic public sector funding crisis for two generations. However social care funding 
must be viewed in context. Currently social care for older people in England makes up 
only about 1 per cent of total public expenditure in the UK46 with the NHS and social 
security taking up the lion’s share of overall spending.  

The process of reform will of course involve trade-offs. We recognise the reality of 
limited funding and competing priorities. Age UK acknowledges that there is a need for 
increased revenue to be raised from other sources. We are willing to work with the 
Government to find a fair and lasting solution. 

The real danger is that short-term funding pressures will result in an unambitious long-
term vision, but this is a trap we must avoid at all cost. As a nation, if we value it 
enough, we can afford it and we must prioritise resources accordingly. 
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