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Market sustainability and fair cost of care fund 2022 
to 2023: guidance 

 
On 16 December 2021, the Government announced that it would make available a £1.36 
billion Market Sustainability and Fair Cost of Care Fund for local authorities. This funding is 
to support local authorities to prepare their markets for reform, and to support local 
authorities to move towards paying providers a fair cost of care. 
 
The £1.36 billion forms part of the £5.4 billion the Government is investing over the next 
three years to begin a programme of reform of adult social care. The Market Sustainability 
and Fair Cost of Care Fund represents one of the first steps in the journey towards the ten-
year vision set out in the White Paper, People at the Heart of Care.  
 
The guidance published on 24 March builds on existing good practice to ensure there is 
greater consistency in understanding the local costs and risks to local markets. The DHSC is 
expecting local authorities to complete two key activities in the foundational year of the 
Market Sustainability and Fair Cost of Care Fund.  
 
Cost of care exercises – establishing the actual cost of care in your local area 
 
By surveying a range of providers (representative of the local market) as part of the cost of 
care exercise, local authorities will be able to improve their understanding of the actual 
costs of delivering care in their area. A key output from the exercise will be the median cost 
of each of the care services within scope of this fund (the fair cost of care). This will help 
local authorities to understand how far away, on average, their current rates are from the 
fair cost of care. While there is an expectation that this will be a valuable process in 
informing future rates, there is a recognition that in practice, and as many local authorities 
move towards paying the fair cost care, actual rates paid will differ due to such factors as 
rurality, personalisation of care, and wider market circumstances. 
 
Market Sustainability Plans – setting out risks and mitigating actions for your local 
markets 
 
Once local authorities have calculated the average cost of care in their market, they should 
use this output to inform their Market Sustainability Plan. Many local authorities will 
recently have developed a market position statement or an assessment of market risks, and 
it is anticipated that the information contained in these plans will provide useful background 
information for developing Market Sustainability Plans, which will be specifically designed to 
focus on how they can ensure a sustainable market in light of the anticipated impact of 
reform and the commencement of Section 18(3) of the Care Act 2014. 
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Together, these exercises should support local authorities in gaining a clearer picture of 
what the cost of providing care in their local markets is, as well as what market 
management and shaping duties they may need to undertake over the next three years to 
prepare their markets for reform. 
 
Support for local authorities in completing these exercises is being made available through 
the Care and Health Improvement Programme (CHIP), run by the Local Government 
Association (LGA) and the Association of Directors of Adult Social Services (ADASS). 
 
The DHSC will use the returns submitted to monitor progress and provide assurance that 
local authorities are well-prepared for reform. 
 
As part of the gradual implementation, the DHSC will review their approach ahead of 
allocating money for 2023-24, working closely with local authorities and providers to 
monitor market changes, and determine appropriate grant conditions, guidance, and 
distribution mechanisms.  
 
Trailblazers  
 
On 25 March, it was announced that five trailblazing local authorities – Wolverhampton, 
Blackpool, Cheshire East, Newham and North Yorkshire – will put the charging reform plans 
in place in January 2023 ahead of the national rollout in October 2023. The trailblazers will 
generate evidence and insight to monitor progress, identify challenges and improve 
understanding of how this will work in practice. 
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