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Review of Fee Rate Structure for the 
long term care of older people 

 

Background 

This is the last of three information bulletins produced as part of this 
review and contains an indication of the direction of travel being 
proposed.  A detailed report is being considered by both the Local 
Authority and the PCT.  If adopted there will follow a further period of 
engagement to ensure the new arrangements are put in place with the 
full involvement of the sector. 

The review was tasked with developing a revised fee rate structure for 
long term care placements for older people for whom the Local 
Authority had funding responsibility.  It has sought to undertake this 
work in the context of national policy that requires Local Authorities to 
ensure that their local policies and service models can deliver quality, 
choice and opportunity for greater independence for older people. 

This review has also involved lead officers from the PCT to ensure 
that the commissioning approach adopted is consistent and based on 
partnership working.  The review has involved: 

• Undertaking an initial scoping project to identify key issues 
from the perspective of a number of different stakeholders; 

• Developing a ‘base-line’ understanding of current levels of fee 
rates in comparison with other Council areas and in the 
context of standard approaches to calculating a ‘fair cost for 
care’; 

• Identifying the key commissioning drivers that need to inform 
the development of alternatives to the current fee rate 
structure; 

• Undertaking an ‘options appraisal’ process to determine the 
appropriate model for fee rates; 

• Developing costed proposals and detailed recommendations 
for consideration by the Council. 

Summary findings from the base-lining exercise 
An analysis of available information and trends across Leicestershire 
was undertaken.  In addition an ‘open book’ exercise with a limited 
number of providers was undertaken, comparative data was obtained 
from other authorities and national data was investigated, including 
the use of the Joseph Rowntree Formula for establishing a ‘fair price 
for care’.  Conclusions from this exercise included: 

• 

• 

• 

• 

• 

• 

That the number of people that the Local Authority is 
responsible for is reducing through a combination of socio-
demographic changes and service developments; 
In addition there is evidence that the net cost to the Local 
Authority of placements is reducing; 
That the current Band R1 is below what might be considered 
a reasonable fee rate, although there are few new placements 
at this rate and Bands R3 and R5 are not outliers when 
compared with other locations; 
That the NRS band is an outlier and is below all but one 
identified comparator; 
That there is significant (and potentially perverse) incentive 
within the current system to retain somebody in residential 
care and to seek enhanced payments; 
That there is also an incentive, due to relatively low NRS 
band, to seek funding for more needy clients through fully 
funded continuing NHS healthcare. 

Outputs from the options appraisal process 

This process worked with a stakeholder group of providers to identify 
possible options and then evaluated them in the light of 
commissioning objectives and a weighted scoring system.  The 
preferred option that emerged from this process was one that: 

• Would replace the current R1 and NRS bands with new bands 
that move toward the Joseph Rowntree formula but are 
informed by local intelligence about the cost of care; 

• Would introduce more robust needs based payments with a 
particular focus on dementia and complex care needs; 

• Would reward providers who reach a new quality threshold by 
introducing a preferred providers list; 

• Would reward not penalise care home providers for 
rehabilitation and reablement. 
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• 

• 

• 

• 

• 

A ‘shadow’ exercise was undertaken by a small group of providers 
that broadly concurred with the output from the above exercise.  
Additional challenges emerging from this part of the process included: 

The need to incentivise in a real way the workforce 
development challenges; 
The need to ensure that any ‘quality’ element to future 
arrangements needs to be transparent and not ‘arbitrary’ or 
based on any single dimension or ‘spot’ inspections; 
The need for stronger partnership working and support to the 
care home sector by health; 
The need to engage and consult in an open way when 
recommendations emerge and implementation of these 
recommendations is being planned; 
The possibility of recognising the needs of high dependency 
clients through a ‘special relationship’ with specific providers. 

Recommendations 

This list of recommendations provides an indication of the direction 
being proposed, in line with the preferred option described above.  
Details of actual rates will be published if the full set of 
recommendations is adopted by the Council, after which a further 
stage of involvement with the sector will be necessary to develop the 
necessary details of implementation. 
1. That the Local Authority should work with the PCT to develop a 

new ‘core contract’ for use with all care homes providing support 
to older people in residential or nursing care for whom either the 
Local Authority or the PCT has a funding responsibility, including 
continuing NHS care, and that this contract should define more 
precisely the expected level of quality and the means by which 
achievement of this level of quality will assessed. 

2. That a new fee rate structure associated with this revised 
contract should be agreed consisting of a simplified set of basic 
rates (Residential, Higher Needs Residential & Nursing); a 
‘dementia allowance’ for all residents assessed with this 
condition; and a further ‘enhanced need’ allowance. 

3. That a joint tendering exercise is undertaken against the revised 
contract and quality specification for all care home providers 
currently accommodating Local Authority and PCT funded 
residents to create a ‘preferred provider list’.   

4. Current Local Authority banded fee rates (with inflationary uplift 
for 08/09) would remain in place until the above tendering 
process was complete.   

5. That there is a review of the period over which the Local Authority 
will fund a placement for an individual who is in hospital to 
encourage ‘step-down’ and early discharge from hospital. 

6. That consideration be given to using the resource released from 
the above to introduce continued payment for a placement for a 
number of weeks following any successful rehabilitation to home 
or to extra care housing.  

7. That there is investment in developing a function/team to provide 
information and support to self funders in regard to choice and 
transparency when they are selecting a home and also in 
ensuring knowledge about the Authority’s policy if the individual 
were to become the funding responsibility of the Authority at 
some point in the future. 

8. That there is partnership work undertaken with the PCT to 
explore or expand specific schemes that will support people in a 
care home for a short period of intensive rehabilitation either as 
an alternative to hospital or as ‘step-down’. 

9. The development (or identification) and adoption of assessment 
criteria and tools necessary to ensure clear and consistent 
assessment of need for dementia and other conditions using a 
Resource Allocation Methodology. 

10. Identify the detailed roles and responsibilities of the ‘self-funder’ 
function and scale this to determine the capacity needed.  

11. Develop mechanisms to ensure ongoing contract compliance 
with regard to quality standards and undertake rolling programme 
of ‘quality compliance audits’. 

12. That support is provided to care homes in the preparation of 
tender documentation and for putting in place the necessary 
mechanisms to deliver and maintain the necessary quality 
standards. 

Further information 

The Project is being supported by a Co-ordination Group consisting of Local 
Authority and Primary Care Trust officers and is being facilitated by external 
consultants from the Whole Systems Partnership (WSP).  Further information 
can be obtained either from Tracy Ward, Project Co-ordinator (0116 2657563 
– tward@leics.gov.uk) or through Peter Lacey, WSP (07834 209461 – 
peter.lacey@thewholesystem.co.uk). 
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