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Introduction

In the last few months, the crisis in social care has risen to the very top of the political agenda. The government claims it is seeking a long-term solution to the problems, but this is unlikely to produce anything before 2020. In the meantime, local authorities, health professionals, carers and families are highlighting how the system in many parts of the country has begun to collapse. The purpose of this briefing is to offer some current data on exactly who is affected, how much money is currently in the system and how social care might be properly funded in the future.
How many people are currently in the social care system?
On 31 March 2016, in England, there were 199,305 people in nursing and residential home places and 452,990 people accessing long-term care in the community for whom the local council had some role in funding or providing care or assessing the needs of the person receiving it
.
In addition, it has been estimated that there are now nearly 1.2 million people who are not now getting the care they need - a rise of 48% since 2010
. This includes:

· 696,500 who do not get any help, of whom 53,000 have trouble with at least three daily tasks such as washing, dressing and eating
· 487,400 get help but not enough to cover their needs

How do people get their social care?
	Self-Funders buy their own care
	12.5%

	Local Authority provides care
	21%

	Family and friends provide care
	37.5%

	No services
	30%




Who pays for care?
When it comes to residential care, the latest figures from 2014 suggest local authorities across the UK paid for 37% of people, while the NHS funded 10% of care home places. The rest was made up of people who either paid for all of their care (41%), or topped it up with a contribution from their local council (12%)
.
Anyone with assets including property above the following thresholds will be liable for all their residential/nursing care costs:
· England and N Ireland £23,250 
· Scotland £26,000
· Wales £24,000
In England, anyone with more than £23,250 (income or assets, excluding property) will have to fund their care at home in full. In Wales, home care costs are capped at £60 a week and are free for the over-75s in Northern Ireland, while Scotland provides free personal care such as help with things such as washing and dressing (in both care homes and people's own homes).
How much money is spent on social care? 
Figures from the House of Commons Library from January 2017 show the following:

 

· Expenditure in England in 2015/16 on adult social care was £17bn
.
· The most recent estimate of expenditure on self-funded social care gives a figure of £4.9bn for 2009/10  for nursing and residential care
· £0.7bn for home care services 
· £1.2bn in top-up fees for those who have some part-funded local authority care
. 
To uprate these figures to 2015/16 prices would give a total of £7.4bn that individuals are currently paying towards their social care either at home or in a residential setting. To raise this amount of money in order to make all existing social care provision free at the point of delivery would be equivalent of adding 0.9p in income tax. To widen existing social care provision to include those 1.2m older people that have care needs, but are currently not receiving any support, would obviously cost more.
How much money can be raised from direct taxation?

· Increase in Income Tax of 1% would raise £5.4bn in 2020/21 at the basic rate and £1.7bn at the higher rate.
· Extending National Insurance to those working above state pension age would raise £0.9bn.
· Increasing National Insurance by 1% would raise an extra £5.6bn from employers and £4.3bn from employees
.

Funding options - what others have said

Over the last two decades there have been a number of high profile studies into the issue of social care funding. The most significant ones and their main recommendations as they relate to this issue are listed below:

With respect to old age: Royal Commission on Long-Term Care 1999

The costs of care for those individuals who need it should be split between living costs, housing costs and personal care. Personal care should be available after an assessment, according to need and paid for from general taxation: the rest should be subject to a co-payment according to means. 

Fairer care funding: The Dilnot Commission 2011 

· To protect people from extreme care costs we recommend capping the lifetime contribution to adult social care costs that any individual needs to make at between £25,000 and £50,000. We think that £35,000 is an appropriate and fair figure and have used this example throughout our report. (The Care Act 2014 raised this figure to £72,000) but was delayed until 2020. 

· Where an individual’s care costs exceed the cap, they would be eligible for full support from the state.

· The asset threshold for those in residential care beyond which no means-tested help is given should increase from £23,250 to £100,000. The Care Act 2014 raised this figure to £118,000.

· People should contribute a standard amount to cover their general living costs, such as food and accommodation, in residential care. We believe a figure in the range of £7,000 to £10,000 a year is appropriate. The Care Act 2014 raised this figure to £12,000.

A new settlement for Health and social care: The Barker Commission 2014

· There should be more equal support for equal need. In the long run that means making much more social care free at the point of use. 

· Those whose needs are currently defined as ‘critical’ should receive free social care, ending the current distinction between free NHS Continuing Healthcare and means-tested social care at the highest level of need. As the economy improves, free social care should be extended to those with ‘substantial’ needs.

· With a view to raising additional revenue, we recommend a comprehensive review of wealth taxation to include possible reforms to inheritance tax, a wealth transfer tax, changes to capital gains and property taxation. We recommend:

· An increase to from 2% to 3% in the additional rate of National Insurance for those above the upper earnings limit (approximately £43,000)
· An additional 1% point employees’ National Insurance contribution for those aged over 40 as a contribution towards the more generous settlement from which they and their parents will benefit
· Those in work above state pension age should pay 6% employees’ National Insurance
· Free TV licences for the over-75s and winter fuel payments should be restricted to the least affluent pensioners

Tax on Estates

Labour’s Andy Burnham has suggested a new levy of up to 15% on estates when an individual dies. This would effectively cap what people would pay towards social care, at the end of their lives. There is no detail as to how much this levy would raise or whether or not this would pay for all social care to be provided free at the point of delivery.

Hypothecated Tax

Liberal Democrat, Norman Lamb has been calling for a new ringfenced tax which would involve a one pence increase in either income tax or National Insurance. This would be a dedicated NHS and care tax, but it is unclear as to whether or not this would make all social care free at the point of delivery.

Care ISA

Baroness Ros Altmann has suggested that there should be a Care ISA specifically earmarked to pay for care. Employers could also offer workplace savings plans specifically for care. This could be part of a flexible benefits package, with an employer contribution to help workers of all ages and income levels save up for care costs. Allowing some pension fund withdrawal to be tax free if it is used to pay for care, would also encourage more people to retain some funds in the tax-free pension for longer, just in case it is needed. If they don’t spend it on care, it will pass free of inheritance tax to the next generation. Access to care services and the costs involved would not be affected by this proposal; merely how an individual might pay for those services.

Conclusion

Increasing numbers of politicians, local government figures, academics and think tanks are now beginning to recognise two key issues surrounding social care: (1) that it requires additional funding and (2) that the fairest way of raising this funding is through some form of taxation. Even the government’s recent decision to allow local authorities to increase council tax specifically to fund social care, despite its weaknesses, recognises the system needs more financial support and that the population as a whole should pay rather than simply leaving it to the individual and their family.
Of course there can be a debate about exactly which method of fundraising is best or whether there should be a combination of revenue sources, but fundamentally the NPC’s case for a tax-funded health and social care system is gaining ground as being affordable, achievable and equitable.
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