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1.
Introduction

1.1
Charities make an important contribution to the care home sector in the UK.  There are 128 not-for-profit charitable providers, accounting for 73,100 beds, some 15% of the sector and is worth £3.1 billion annually
.  Like the private sector providers they have experienced a long term squeeze on their fee levels for elderly people funded by the Department of Work and Pensions and local Councils (state funded).  Unlike the private sector, charitable care homes have increasingly ‘subsidised’ state funded placements.

1.2
This short report is based on a survey conducted by Paul Burstow MP, of twenty charitable care home providers.  The findings are yet further evidence of the severity of the crisis in the care home sector and the lack of Government understanding of the causes of the crisis.

2.
Main Findings

2.1
Between 2000 and 2001, the charitable support for state funded placements rose by 19 per cent.  The average weekly top-up payment per resident in 2001 is £106.  Charitable care homes are subsidizing on average 51 per cent of their residents.  The fourteen charities responding to the survey are paying £11.8 million a year to provide a decent level of care for 2,700 elderly people.

2.2 Based on the results of this survey it is possible to make an estimate of the extent of top-up payments in not-for-profit care homes.  In 2001 charities will have contributed £184 million towards the cost of caring for frail elderly people.

2.3
Topping-up fees from charitable giving, uses money that could be spent on the support of frail elderly.  Increasingly it means that charities engaged in the care home sector are seeing the proceeds of fundraising being used to fund services that should be met from the fees paid by Local Authorities and the Department of Work and Pensions under the preserved rights scheme.  As Jonathan Welfare, the Chief Executive of the Elizabeth Finn Trust put it in his response to the survey:

“Needless to say we feel very strongly that the Voluntary Sector should not be responsible for bailing out the State and should no longer be seen as the willing and submissive horse prepared to carry the State’s responsibilities.”

2.4
Topping-up fees does not lend itself to fundraising.  The public is less likely to feel the need to make donations to charities for something that they feel they are already paying for through their taxes.  But what the figures in this report reveal is that charities are heavily engaged in fundraising to make good inadequate state funded fee income.  Fundraisers are faced with a moral dilemma: drawing too much attention to the topping up could undermine their efforts to raise funds from the public.

2.5
Subsidising state funded places to the level uncovered in this report cannot be sustained forever.  Voluntary sector providers are adopting short-term strategies to cope with these financial pressures, which are a threat to long-term viability.  The strategies include:

· using reserves

· fundraising

· selling on their homes to other operators

· closing homes

· cutting expenditure on maintenance

· declining state funded placements.

The fact that some providers are considering shutting their doors or rationing the numbers of state funded placements they will accept is a clear departure from the charitable sectors traditional purpose.  As Mr R A Staker, Executive Director of Brendon Care said in his response to the survey:

“The decline in the percentage of topped up residents has reduced and the amount of top up has increased year on year in the last three years. The decline in the percentage of topped up residents is only due to the fact that the Foundation is unable to financially support any more older people.” 

As our survey found some homes have already closed.  Stephen Lancashire 

Charities Officer of the Hunt and Almshouse Charity of the Skinners’ Company said in response to the survey:

“I am afraid that I cannot give you up to date information as we closed our residential care home in April 2000. The decision to close was taken very reluctantly and, although not the only factor, the inadequate level of statutory funding for both Preserved Rights residents and local authority Social Service referrals was a major contributory factor. In terms of the actual cost of caring for the residents the shortfall would amount to £100 - £150 per week. Relatives were often placed in a very embarrassing position. After experiencing this circumstance for some years and seeing the way the Government did not deal with the recommendation of the Royal Commission I felt I had no option but to recommend closure.”

3.
Pressures in the care home sector

3.1
The rate of care home closure, particularly in the South East, has continued to increase. Between 1996 and 2000 1543 private and voluntary care homes closed their doors, with 760 closing in 2000 alone

3.2
Over the last five years 49,700 beds have been lost in the long term care sector in an unplanned way.
  Since April 2001 a further 12,600 places have been lost.

There has been a decrease in nursing care capacity, but there has been no similar drop in demand. There were 475,000 patients in nursing homes in April 2001,
 which was the approximately the same level as the previous year. 

3.3
Cost pressures such as the rises of the minimum wage to £4.10 from October 2001 and the 9% increase in inspection fees from April 2002 are squeezing operating margins. In London and the South East, wage competition and near full employment are making it increasingly difficult to recruit and retain care staff. 

3.4
Care home incomes are not increasing in line with costs. Local authorities pay for over half of the places in care home sector. According to Laing and Buisson average weekly fees are currently £393 for nursing homes and £280 for residential homes.
  In the past year fees have risen by 3.5 and 3.8 per cent respectively.  However, local authority fee increases still average about 2 per cent, which is also the increase the Department of Work and Pensions paid for preserved rights residents this year.  

3.5
New standards for care homes, due to be phased in over the next six years, are also causing care home owners to decide to quit the sector. The prospect of reducing the number of people homes can accommodate in order to comply with these standards is causing home owners to realise their assets and either sell up or convert their properties for other uses. With little prospect of any significant increase in care home fees, this realisation of assets is set to continue unabated. Charitable providers are not against the introduction of the new standards, but funding from Government to help support these changes are necessary, to ensure that their raised funds go on the appropriate services.

3.6
The announcement by Secretary of State for Health, Alan Milburn MP, of an extra £200 million to tackle bed blocking was intended to address the capacity difficulties in the care home sector.  But most of the money is for fee increases and there is no guarantee by Government that the funding will be made available year on year.  Without long term funding commitment local authorities and care home providers cannot begin to agree long-term contracts necessary to stablise the sector.

4.
Conclusions

4.1
Charities are fundraising and raiding their reserves to maintain a decent level of care for the elderly people under their roofs.  If the sample of charities surveyed is a true reflection of the charitable sector as a whole, the funding gap amounts to £184 million to care for some 33,500 elderly people.  What is clear from the survey results is that the fourteen charities responding to the survey are paying £11.8 million a year to provide a decent level of care for 2,700 elderly people.

4.2
The Government is relying on a conspiracy of silence in the voluntary sector to obscure the extent to which care of the elderly is under funded.  The consequences of Government policy and a failure to recognise the impact of the squeeze on fee rates have caused a loss of confidence across the whole care home sector.  As a result an unplanned loss of capacity in the sector has exacerbated bed blocking in the NHS.

4.3
The results of this survey demonstrate the extent of underfunding in the care home sector.  Long-term measures are required now to rebuild confidence in the sector and encourage providers to invest.  So far the Government response has been piecemeal and as a result is unlikely to deliver the change necessary to stem the tide of closures.

4.4
The Government must undertake an urgent review of care home capacity and develop a national strategy and local action plans to secure an adequate supply of beds.  The review needs to look at fee levels, local labour market constraints and the costs associated with complying with the national minimum standards. 

Table 1: Charitable ‘top-ups’ of state funded 

placements by not for profit care home providers

	
	
	Year on Year Total 
	Year on Year % 

	Year ending 31 March 2001
	Totals
	Change
	Increases

	Total annual 'top up' cost (projected)
	£11,890,141 
	£1,946,455
	19.60%

	Total number of 'topped up' residents
	2706.4
	635.4
	30.7%

	Average weekly 'top up' cost per resident
	£106 
	£3
	2.70%

	
	
	
	

	Year ending 31 March 2000
	
	
	

	Total annual 'top up' cost
	£9,943,686 
	£763,287
	8.30%

	Total number of 'topped up' residents
	2071
	-55
	-2.50%

	Average weekly 'top up' cost per resident
	£103 
	£4
	5.60%

	
	
	
	

	Year ending 31 March 1999
	
	
	

	Total annual 'top up' cost
	£9,180,399 
	£918,065
	11.10%

	Total number of 'topped up' residents
	2126
	99
	4.80%

	Average weekly 'top up' cost per resident
	£97 
	£8
	9.40%

	
	
	
	

	Year ending 31 March 1998
	
	
	

	Total annual 'top up' cost
	£8,262,334 
	
	

	Total number of 'topped up' residents
	2027
	
	

	Average weekly 'top up' cost per resident
	£89 
	
	


Note: Twenty questionnaires were sent out to voluntary sector providers of residential care for older people. Fourteen replies were received, giving a response rate of 65%.  Four of the results were omitted as the charities were unable to provide the information requested back to 1998 and so would have rendered the comparisons invalid. Nevertheless, the letters from these organisations demonstrate that they still believe the problem is becoming worse.

Charities responding to the survey

Help the Aged

Brendon Care

Elizabeth Finn Trust

The Hunt and Almshouse Charity of the Skinners’ Company

Little Sisters of the Poor

Dresden House

The Salvation Army

Coverage Care

Little Sisters of the Poor

Methodist Homes

Brunelcare

Abbeyfield Peabody Society

Manchester Care Ltd

Friends of the Elderly

� Laing and Buisson, Market Survey 2001, report a total of 494,400 beds in the nursing and residential care sector of which 73,100 are run by not for profit organisations.


� The estimate is based on 73,100 beds, assuming an occupancy rate of 90% and applying the survey findings that top-ups are paid for 51% of residents and the average top-up is £106 per week.


� Laing & Buisson ‘Care of Elderly People Market Survey 2001’ 14th Edition


� Laing & Buisson ‘Care of Elderly People Market Survey 2001’ 14th Edition p26 Number of residential home places 1996 - 307,500, est 2001 - 297,600; Number of Nursing home places 1996 - 220,200 est 2001 - 196,800; Number of NHS long stay beds, 1996 - 47,900 est 2001 - 31,500


� http://www.laingbuisson.co.uk/News/careofelderly2001.html


� ibid


� Laing & Buisson ‘Care of Elderly People Market Survey 2001’ 14th Edition
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