Cheshire East Council
High Level Business Case 2023-27 Executive Summary

HIGH LEVEL BUSINESS CASE - AH23-27 1

(Draft — Subject to Consultation)

Demand in Adult Social Care - unit cost inflation

Growth already experienced to be funded by the Council, arising from
price increases in the commissioned care market.

Inflation costs arising from the national economic position, specifically,
the rate of pay inflation arising from the increase in the National Living
Wage compounded by the constrained labour market driving up private
sector pay, energy costs in residential and nursing care settings, and
fuel costs for domiciliary care.

Growth already experienced to be funded by the Council, arising from price
increases in the commissioned care market.

Inflation costs arising from the national economic position, specifically, the rate
of pay inflation arising from the increase in the National Living Wage
compounded by the constrained labour market driving up private sector pay,
energy costs in residential and nursing care settings, and fuel costs for
domiciliary care.

The proposal is to increase the expenditure budget in adult social care
directorate to address the gap between base budget and expenditure demand
measured up to 2022/23.

The unit cost of providing care services is rising. This is driven primarily by
increases in pay for staff and the cost of energy including the cost of fuel for
domiciliary care staff.

Pay is increasing for two reasons; the National Living Wage has increased by
6.2% in 2022/23 and will increase by a further 9.7% in 2023/24 from £9.50 per
hour to £10.42 per hour. Pay information submitted by providers indicates that
hourly rates of pay for care workers have risen above this to a range of £11.04
per hour to £13.77 per hour as they seek to compete with other sectors
including retail and hospitality. In addition, locally and nationally the reduction
in the economically active population has increased the competitiveness of the
labour market. Based on research by the County Council Network the number
of economically inactive people in Cheshire East has risen by 13,500 people
since 2020. This is likely to be a contributory factor to the pay increases
highlighted above.

The consequence of this is an increase in hourly and weekly care costs as set
out in the report on the local cost of care.
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The growth requirement has been calculated by analysing gross expenditure
to identify the factors influencing rising costs for the period April 2022 to
August 2022. This revealed growth has been influenced by unit cost increases
within categories of care & changes in the types of care provisions we were
buying which is a proxy indicator for increased levels of need.

The unit cost growth was calculated by dividing the start of the financial year
commitment by the unit cost averages & then uplifting up by the average unit
cost up to August 2022. The variance between the commitment at the start of
the year and the uplifted commitment shows the direct impact of unit cost
increases.

Increases in unit cost accounted for approximately 55% of the growth in
expenditure in the adult social care budget, whilst 45% of it could be seen as
arising from a reduction in cheaper care types such as home care and more
residential & nursing care overall.

Under the Care Act 2014 Cheshire East has statutory duties to assess
residents needs and to offer a range of effective services which prevent care
needs becoming more serious. This growth item seeks to ensure the medium-
term financial plan reflects the true cost of expenditure incurred by meeting
these obligations.

No consultation is required as this item is included to reflect the real impact of
increases already incurred during 2022/23.

There are no new equality implications arising from this proposal.

No additional decisions are required.




