
 

 

 

 

 

Market Sustainability and Fair Cost of Care Fund - Provider FAQs 

On 24 March 2022, DHSC published the Market Sustainability and Fair Cost of Care Fund 

guidance. This is to support local authorities to meet the grant conditions associated with the 

Fund, and provides advice and templates for doing so.  

We recognise that the Fund and its conditions will also impact providers. The list of FAQs 

below is intended to answer the key questions providers may have about the Fund, the 

exercises local authorities will be carrying out, and providers’ role in the process.  

Policy FAQs 

Can the Market Sustainability and Fair Cost of Care Fund be used to support us with 

additional costs involved in taking part in cost of care exercises?  

• Local authorities can use up to twenty-five per cent of their allocated funding in year 

one for implementation activities associated with preparing markets for reform.  

• Primarily, this is to strengthen internal commissioning and contract management 

capacity, or to procure external resource to undertake the work associated with the 

Market Sustainability and Fair Cost of Care grant conditions.  

• However, the funding can also be used to engage with providers for the purpose of 

both the cost of care exercise and Market Sustainability Plan, to better understand 

the potential impact of reform on the local market. This may include working with 

local provider associations or third sector organisations to financially support local 

provider capacity, where appropriate. DHSC encourages local authorities and 

providers to building on existing best practice for collaborating on the completion of 

cost of care exercises.   

• Our fund guidance provides a fuller list of the type of activities the fund can be used 

for. This list is not intended to be exhaustive. Rather, it should be used to guide local 

authorities as to the types of activities which the Government considers they should 

prioritise in order to meet the grant conditions. Decisions made on the use and 

prioritisation of the funding will be for local authorities to make, depending on their 

local circumstances. Providers are likely to have views on what would support them 

with engagement in cost of care exercises, and should discuss this with their local 

authorities.  

• Decisions around the allocation of year two and three of the Fund, including 

conditions on its use, will be published in due course. A financial amount may also be 

made available to support with implementation activities in the future.  

 

 

 

 

 



 

 

 

How is DHSC defining what a ‘fair cost of care’ is? 

• As set out in our Market Sustainability and Fair Cost of Care Fund guidance, and for 

the purposes of this Fund, “fair” means the median actual operating costs for 

providing care in the local area (following completion of a cost of care exercise) for a 

series of care categories.  

• This must include and evidence values for return on capital, return on operations, 

and travel time for domiciliary care.  

• In practice, and as many local authorities move towards paying the fair cost of care, 

we expect actual rates paid may differ due to factors such as rurality, personalisation 

of care, and wider market circumstances.  

Does this process mean there will be one rate per local authority? 

• No. The outcome of the cost of care exercise will not replace the fee-setting element 

of local authority commissioning processes or individual contract negotiation.  

• While we expect the cost of care exercise to be a valuable process in informing 

future fee rates and giving government assurance that local authorities understand 

the costs of providing care, we recognise that in practice, and as local authorities 

move towards paying the fair cost of care, actual fee rates paid will differ due to such 

factors as rurality, personalisation of care and wider market circumstances.  

Are providers of Learning Disability residential care included within the scope of the 

Fund? 

• We recognise that there are many working age adults with learning disabilities living in 

residential care. However, our analysis has highlighted that the biggest gaps between 

actual rates and a fair cost of care exist within residential and nursing care for people 

aged 65+, and in domiciliary care for people aged 18+.  

• Our analysis also suggests there is considerably more variability in the cost of a care 

package for a working age adult with a learning disability in residential care, due to the 

bespoke nature of their package.  

• For those reasons, we are asking local authorities to carry out cost of care exercises 

specifically for residential and nursing care for people aged 65+ and domiciliary care for 

people aged 18+ for the purpose of this funding.   

• Local authorities will remain responsible for managing their local care markets and can 

carry out a similar exercise for providers of residential learning disability care separately 

to the returns required by DHSC for the purpose of this funding.   

 

 

 

 

 

 

 

https://www.gov.uk/government/publications/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance#glossary


 

 

 

Why is DHSC asking local authorities to do a cost of care exercise now when 

increasing costs (high inflationary pressures) mean they will quickly be out of date?     

• It is important that the cost of care exercises are completed now so that local 

authorities can begin to improve their understanding of the actual costs of providing 

care ahead of full implementation of adult social care charging reforms.   

• We recognise that costs will change over time and our guidance is clear that the 

exercises should reflect actual costs for 2022.   

• Therefore, if data the local authority collects relates to 2021-22, they must 

demonstrate a transparent approach to inflating costs to 2022-23 prices. This will 

include reflecting the impact of the April 2022 National Living Wage/National 

Minimum Wage rise.      

• We also expect local authorities to demonstrate how they have adjusted for inflation 

since the exercise was carried out, and whether their approach to future inflation, 

return on capital and travel time remain relevant in future years.  

When and how quickly will local authorities pay us a fair cost of care?  

• How far local authorities can move towards paying a fair cost of care, how quickly, 

and the cost of doing so, will vary according to their starting point, local market 

circumstances and pressures.   

• In 2022-23, the focus will be on building strong foundations for reform. This will 

include local authorities and providers working closely together to collect data, and 

provide evidence of the costs involved in delivering care within the local authority 

area, in order to inform the outcome of the local authority’s cost of care exercise.  

• Using the cost of care exercise as a key input, local authorities will need to submit a 

provisional Market Sustainability Plan to DHSC by 14 October 2022. This should 

outline the pace at which they intend to move towards the fair cost of care, where it is 

not being paid already. In February 2023, after local government budgets have been 

finalised for 2023-24, local authorities will be expected to submit a final Market 

Sustainability Plan, confirming how they will move towards the cost of care calculated 

in their exercise. Following notification from DHSC that the review process is 

complete, local authorities are required to publish their final Market Sustainability 

Plans, with commercially sensitive information redacted, on their GOV.UK webpage.  

 

 

 

 

 

 

 

 

 



 

 

 

What role will providers play in reviewing local authorities’ cost of care exercises and 

Market Sustainability Plans?  

• We worked closely with providers and provider representative bodies in drawing up 

our Market Sustainability and Fair Cost of Care Fund guidance, and valued their 

contributions. The aim of the guidance is to ensure a more consistent approach is 

taken across England to these exercises, and to make sure that, as far as possible, 

both local authorities and providers will be satisfied that the outcome of the exercises 

is reflective of actual market circumstances.   

• For similar reasons, CHIP have worked with providers on the design of their cost of 

care tools, and will continue to do so.   

• Ultimately, it is DHSC’s responsibility to review local authority returns, in line with the 

grant conditions published on 24 March. Our review process is currently in design, 

and we will ensure that it is appropriate to give the Department assurance that our 

expectations for the Fund are being met.  

Why isn’t Government setting a national rate for care? 

• Under the Care Act 2014, local authorities have a duty to promote the efficient and 

effective operation of the adult social care market, so that it meets the needs of all 

people in their area who need care and support. 

• As part of this duty, local authorities are responsible for setting the rates they pay 

providers. It is therefore not appropriate for Government to set a national rate for 

care. 

• We are committing £1.36 billion of funding to support local authorities to move 

towards paying providers a fair cost of care.   

• As a condition of receiving future funding, local authorities will be required to submit 

to DHSC a thorough, evidence-based cost of care exercise, including a report and a 

data return; a Market Sustainability Plan setting out their strategy for driving market 

sustainability, including progress towards a fair cost of care; and a spend report on 

how the funding is being used to meet these aims. The deadline for submission is 14 

October 2022. 

• This will give government assurance that local authorities understand the costs of 

providing care so that they can begin to move towards paying more sustainable fee 

rates, where they are not already doing so.  

 

 

 

 

 

 

 

 



 

 

 

How will Government ensure local authorities increase their rates as a result of their 

cost of care exercises? 

• As a condition of receiving money from the Market Sustainability and Fair Cost of 

Care Fund in years two and three, local authorities are required to submit to DHSC a 

thorough, evidence-based cost of care exercise, including a report and a data return; 

a Market Sustainability Plan, setting out their strategy for driving sustainability, 

including progress towards a fair cost of care; and a spend return on how the funding 

is being used to meet these aims. The deadline for submission is 14 October 2022.  

• As above, local authorities are required to submit a provisional Market Sustainability 

Plan to DHSC by 14 October 2022. This should outline the pace at which they intend 

to move towards the fair cost of care, where it is not being paid already. In February 

2023, after local government budgets have been finalised for 2023-24, local 

authorities will need to submit a final Market Sustainability Plan, confirming how 

much rates will increase in their area, on average, for a range of different services. 

Following notification from DHSC that the review process is complete, local 

authorities are required to publish their final Market Sustainability Plans, with 

commercially sensitive information redacted, on their GOV.UK webpage.  

• If DHSC identifies during the review process for these returns that a local authority is 

not using funding from the grant to genuinely increase rates and move towards 

paying the fair cost of care, the Department reserves the right to withhold future 

funding, until satisfied that the local authority is allocating it for its intended purpose.  

How can we be assured that local authorities will properly consider Return on Capital 

when determining the fair cost of care? 

• It is vital that cost of care exercises consider what is a reasonable return to 

encourage new investors to social care, and keep existing capital invested in the 

sector.  

• We have stipulated in both the grant conditions and guidance for the Market 

Sustainability and Fair Cost of Care Fund, that local authorities’ cost of care 

exercises must demonstrate an appropriate return on capital and return on 

operations.  

• Local authorities must also set out how they have approached these cost lines.  

• Our guidance suggests two approaches for local authorities to consider, to support 

their analysis for return on capital.  

• The first suggests a 5.5% yield is applied to the freehold value of a property. The 

second is to consider the one-bedroom Local Housing Allowance rates. Local 

Housing Allowance is paid to Housing Benefit recipients to support the cost of rent, 

with rates set as the thirtieth percentile of local rents. This can be used as a proxy, 

which importantly takes into account variation in property rental values across 

regions.  

• We recognise that both options will have their limitations and are likely to give 

different outputs. As such, we have stressed that it is important for local authorities to 

consider a range of approaches where necessary, not limited to the above, to help 

determine an average rate of return suitable for a sustainable local market. 

• The adjustment for return on capital and return on operations will be made by local 

authorities and are specific, separate cost lines within the Cost of Care data return  



 

 

 

 

template. It is also therefore important that providers supply actual costs rather than 

costs which have been adjusted to reflect anticipated returns, to ensure local 

authorities have an accurate picture of their local market.  

How will DHSC assess local authorities’ returns? 

• DHSC will be assessing returns against the criteria set out in our guidance and grant 

conditions. These are available to view here.  

 

Implementation FAQs 

What should I do if I’m struggling to complete the local authority’s data survey? 

• If providers are struggling to complete a data request for any reason, they should 

contact their local authority immediately to discuss the support options available to 

them.  

• Providers may also wish to contact their provider association, who may be able to 

offer additional support.  

• A wider support offer for providers participating in cost of care exercises has been 

made available through the Care Providers Alliance, in conjunction with the 

Department of Health and Social Care.  

What information might my local authority ask me for to help with their cost of care 

exercise?  

• Annex A of our Market Sustainability and Fair Cost of Care Fund guidance contains a 

cost of care data table that local authorities are required to complete to meet the 

conditions of the Fund.  

• Providers can use this to prepare for data requests from local authorities.  

• The LGA and ADASS have made a cost of care tool available for both home care 

agencies and residential care providers through their CHIP programme, which 

follows our recommended functionality and will enable easier completion of the 

mandatory data return. 

What information might my local authority ask me for to help with their Market 

Sustainability Plan?  

• It is likely local authorities will ask providers for data and information to support the 

development of their Market Sustainability Plan. This may include, but is not limited 

to: 

o information on issues crucial to the sustainability of their businesses such as: 

workforce, recruitment challenges, including high levels of staff vacancies or 

staff turnover rates 

o information and feedback on demographic trends and an accurate picture of 

the market circumstances  

o numbers of self-funders (people who pay for their own care, rather than have 

their care paid for by the local authority) the provider currently provides care 

for  

 

https://www.gov.uk/government/publications/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance#review-of-cost-of-care-reports-market-sustainability-plans-and-data-returns
https://www.gov.uk/government/publications/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance


 

 

 

How can I prepare my business for taking part in these exercises? 

• The templates for both the cost of care reports and data returns that local authorities 

will be using are available in Annex A, and the template for Market Sustainability 

Plans at Annex C of the Market Sustainability and Fair Cost of Care Fund guidance. 

• Providers may find it useful to look at this early on, to get an idea of the type of data 

they will be asked to provide, as well as the format it will need to be in.  

• Additionally, providers may wish to contact their local authorities to discuss their 

timelines, and to begin to build a data sharing agreement.  

Will all local authorities use the Local Government Association’s (LGA) home care 

and care home tool? 

• While we have not mandated the use of the CHIP cost of care tools, we expect the 

majority of local authorities in England will use them.  

• A support offer for local authorities is being made available through the Care and 

Health Improvement Programme (CHIP), run by the LGA and ADASS. This will 

include direct support for understanding and using both tools.  

If I deliver care across multiple local authorities, do I need to complete multiple 

exercises?  

• Primarily, providers will need to engage with the local authority, or authorities, they 

are contracted with.  

• However, those who provide out of area placements to any local authority, may also 

be contacted about these as well.  

• Providers can send data on costs from during or after April 2021 for the cost of care 

exercise. The guidance for local authorities states that exercises which have been 

very recently conducted, and the use of data collected during or after April 2021, may 

be acceptable. 

What should I do if I’m unhappy with the fair cost of care determined by the local 

authority? 

• In the event providers are unhappy with the fair cost of care determined by the 

exercises, we would strongly recommend they review the full published exercise 

which will evidence and justify the outcome. Local authorities will be required to 

publish this exercise as a condition of grant. 

• It is important to note that costs will vary across a local area. The fair cost of care will 

be the median operating cost so may differ from providers’ individual business costs. 

• The outcome of the cost of care exercise will also not replace the fee-setting element 

of local authority commissioning processes or individual contract negotiation.  

• In practice, and as many local authorities move towards paying the fair cost of care, it 

is expected that actual rates paid to different providers and for different services will 

differ due to such factors as rurality, personalisation of care and wider market 

circumstances. 

 

 

https://www.gov.uk/government/publications/market-sustainability-and-fair-cost-of-care-fund-2022-to-2023-guidance


 

 

 

What should I do if I’m unhappy with the way my local authority approaches me about 

participating in their exercises?  

• Should providers be unhappy with their experience of working with a local authority, 

in the first instance, they should raise this with their provider association.  

• They may also wish to raise this with the Care Providers Alliance (CPA), who DHSC 

is working with to make a support offer available to providers for engagement with 

their local authority, amongst other things.  

• The CPA and CHIP have also produced a piece of practical implementation 

guidance, which aims to set out how local authorities and providers can deliver these 

exercises in a way that works well for both parties.  

• Once submitted, DHSC will review local authorities’ returns to ensure there is 

sufficient evidence of provider engagement. Where DHSC has concerns about this, 

we will request the local authority carries out and provides evidence of further 

engagement in their market.  

How can we engage with DHSC on this policy? 

• We are committed to working in partnership with the sector to ensure the 

implementation of Market Sustainability and Fair Cost of Care policy works for 

providers, and local and central government.  

• From January to March 2022, we carried out a period of engagement with both 

provider and local government colleagues to ensure we build on existing good 

practice for communication, data sharing and joint working between local authorities 

and providers, and remove barriers to this, where necessary.  

We will continue to work closely with providers as we implement changes under the 

Charging Reform programme, including Market Sustainability and Fair Cost of Care 

policy. Further details on our engagement plans moving forward will be available 

shortly. 

• In the meantime, providers can contact DHSC directly about cost of care exercises, 

or any other queries relating to the Market Sustainability and Fair Cost of Care Fund 

and policy, by emailing MarketsReform@dhsc.gov.uk.  

• We will also be publishing a monthly bulletin on Charging Reform containing key 

updates, including on Fair Cost of Care.  
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