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Homecare Association submission to the MHCLG consultation about the provisional local government finance settlement: England, 2026 to 2027  
Submitted via the MHCLG Portal on Wednesday, 14 January 2026

1. Do you agree or disagree with the government’s proposals for distributing the total Fair Funding Allocation across the multi-year Settlement period from 2026-27? 
This encompasses the approach to Baseline Funding Levels, Revenue Support Grant, the Adult Social Care Relative Needs Formula distribution, the additional funding for local services, the approach to the Local Authority Better Care Grant, and the method for calculating tariffs and top-ups.
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
We welcome the Government’s decision to move to a multi-year local government finance settlement and to update the distribution of funding using more recent measures of relative need. Councils and providers have called for greater certainty for many years.
However, the proposed approach to distributing the Fair Funding Allocation across the multi-year Settlement period raises serious concerns for homecare providers. As currently designed, the settlement will not deliver sustainable adult social care services. It risks entrenching existing underfunding, increasing geographic inequality, and undermining the delivery of the Government’s adult social care, workforce and hospital discharge reform objectives.
While we support the principle of a multi-year settlement and the use of updated measures of relative need, we do not believe the current proposals will achieve these objectives unless they are amended. In particular, the settlement fails to align funding growth with cost growth in the early years, relies excessively on council tax, removes vital protections for adult social care funding, and lacks enforceable mechanisms to ensure funding reaches frontline homecare services.
Multi-year certainty does not offset insufficient and poorly timed funding
We support the principle of a multi-year settlement. Greater certainty can support better planning and commissioning. However, certainty alone does not deliver sustainability if funding does not keep pace with costs.
The government highlights increased adult social care funding by 2028–29, but the settlement delivers much of this growth late in the period. In 2026–27, funding growth remains limited, despite immediate cost pressures on homecare providers. The National Living Wage has increased by 17% since 2023–24, yet in England local authority fee rates increased by only 13% on average, and NHS rates by just 11%. In some regions, including the South East, fee uplifts averaged only 5% (Homecare Association, Homecare Deficit Report 2025).
Homecare providers cannot defer these costs. Wages, travel time, mileage, and regulatory compliance costs apply immediately – these costs are inescapable. Recent policy decisions have compounded these pressures. The government did not fund the increase in employers’ National Insurance Contributions for social care employers, despite the sector’s heavy reliance on labour, especially part-time labour, where the ENICs threshold change has a disproportionately higher effect. This means providers have a limited ability to absorb additional costs. Social care employers will also face significant new costs arising from the Employment Rights Act 2025, including higher statutory sick pay costs from 2026–27. These pressures fall particularly hard on homecare, where much of the workforce works part time, earns low wages and lacks access to occupational sick pay because commissioning rates have remained constrained for many years.
A settlement that back-loads funding while expecting providers to absorb front-loaded costs increases the risk of provider exit in the early years of the settlement, undermining the Government’s own reform objectives. A multi-year settlement only delivers stability when funding growth tracks cost growth year by year. The current proposals do not meet that test.
This creates a material delivery risk for adult social care reform, hospital discharge and workforce retention, as providers cannot legally or practically operate at a loss while waiting for funding that arrives later in the settlement period.
The settlement relies too heavily on council tax to fund adult social care
The proposals assume councils will deliver a significant share of additional adult social care funding through council tax, including the adult social care precept. This represents a deliberate policy choice.
Evidence shows that successive governments have reduced direct central funding for adult social care and expected councils to bridge the gap through council tax. This approach has failed. While the new Relative Needs Formula focuses funding on areas of deprivation, council tax remains regressive and disadvantages areas with higher deprivation and higher demand, precisely where homecare need is greatest.
As a result, commissioning decisions increasingly prioritise cost containment over sustainability. Our evidence shows that nearly three in ten councils now pay average rates below direct careworker employment costs at the statutory minimum wage, almost four times the proportion recorded in 2023.
Continued reliance on council tax to fund nationally mandated adult social care reform also weakens national accountability. It obscures whether government funding commitments are genuinely sufficient and shifts political and financial risk onto local authorities and providers, rather than resolving it at source.
Removing ring-fencing creates risks for adult social care funding
The government has consolidated previously ringfenced adult social care grants into the Revenue Support Grant. While we recognise the intention to simplify funding streams, this decision removes vital protections for adult social care.
The Market Sustainability and Improvement Fund followed the Fair Cost of Care exercise, which showed councils paid prices below reasonable delivery costs. Despite this fund, the gap between actual fee rates and the amount required to operate sustainably increased significantly in 2025-26 because of unfunded employer National Insurance Contribution costs. 
Historical experience reinforces this risk. During the COVID-19 pandemic, councils received large amounts of unringfenced funding. Many providers saw little or no improvement in fee rates or commissioned volumes, despite £3.2 billion of additional funding to support vulnerable people. This experience damaged provider confidence that discretionary local decision-making will protect frontline care.
This represents not only a funding risk, but a governance risk. Where adult social care funding is discretionary, there is no effective mechanism to prevent councils from using it to manage wider financial pressures, even when this directly undermines statutory care provision.
The proposed notional allocation system does not address this risk. Monitoring whether councils align spending with indicative allocations does not ensure funding reaches providers, improves fee rates or supports workforce pay. Without enforceable conditions linked to commissioning practice, the removal of ring-fencing risks repeating well-evidenced failure.
For this reason, we propose the introduction of a legally enforceable National Contract for Homecare Services that sets a minimum fee rate for purchasing homecare. This would not remove local flexibility, but would set a statutory floor below which commissioning cannot fall, analogous to minimum employment protections in the labour market. This would mirror workers’ statutory rights to a minimum wage and give providers a clear mechanism to challenge unsustainably low fee rates. A minimum fee floor would ensure providers receive funding that enables compliance with legal requirements on pay, sick pay, travel time and other employment conditions, rather than forcing them to absorb unfunded policy changes. 
This type of guarantee proves essential if the government expects employers to comply with the Fair Pay Agreement, the Employment Rights Act and wider workforce reform. By contrast, the Department of Health and Social Care’s Adult Social Care Priorities rely on guidance and monitoring alone and offer little practical protection for providers or assurance that funding intended for care will reach the frontline.
Fair Funding must reflect the real cost of delivering homecare
Our Homecare Deficit 2025 analysis shows that no UK nation or region funds homecare at, or above, the Homecare Association’s Minimum Price for Homecare. Only one public organisation in the entire UK met this threshold in 2025. 
This outcome does not reflect marginal shortfalls. It reflects systemic underfunding that prevents compliance with employment and care regulations. Without explicit recognition of workforce costs, travel time, and operational requirements, the Fair Funding Allocation will continue to enable commissioning at unsustainable rates.
Regional redistribution must not entrench existing commissioning failures
We support funding that reflects deprivation and complexity of need. However, the updated Relative Needs Formula is expected to reduce the funding share for many London boroughs.
This poses a serious risk. Evidence shows that London already pays some of the lowest homecare fee rates in England, despite the highest labour and living costs. The average London rate does not cover direct employment costs at the statutory minimum wage: 59% of London boroughs pay below careworker costs.
This is not the result of efficient markets. It reflects structural underpayment. Any relative reduction in London’s social care allocation, even when phased, risks worsening an already unsustainable position unless the government intervenes to ensure fee rates cover delivery costs.
Without corrective action, this risks entrenching unlawful commissioning practices in high-cost areas and exacerbating inequalities in access to care, contrary to the Public Sector Equality Duty.
The Fair Pay Agreement requires protected and transparent funding
The allocation of £500 million for the Fair Pay Agreement by 2028–29 represents a critical test of funding credibility.
Our evidence shows that the UK faces a £3.25 billion funding gap in homecare in 2025–26 to pay careworkers at NHS Band 3 rates and ensure provider sustainability. £2.64 billion of this gap sits in England alone. 
However, funding levels alone will not deliver fair pay or guaranteed hours. Commissioning practice plays a decisive role. Fragmented purchasing through frameworks and dynamic systems splits hours across too many providers, undermines rota planning, reduces guaranteed income and makes compliance with employment reform unworkable.
Route optimisation evidence shows that place-based commissioning can reduce mileage by 65%, reduce workforce requirements by 35% and improve pay, retention and wellbeing. Fair Funding must enable and incentivise these models, not reinforce fragmentation.
If Fair Pay Agreement funding sits within unringfenced allocations without enforceable links to fee-setting, providers will face unfunded obligations. This would undermine confidence in the Fair Pay Agreement and accelerate non-compliance and provider exit from the market.
National pay reform requires national funding discipline. The government must ensure that funding reaches providers through commissioning rates.
If providers are expected to implement Fair Pay Agreement outcomes without guaranteed funding through commissioning rates, the likely result will be increased non-compliance, workforce churn, and market exit, rather than improved pay and conditions.
Under-funded homecare increases NHS costs and undermines system reform
Underfunding homecare does not save public money. It shifts costs elsewhere in the system.
Evidence shows that 42% of hospital patients wait for services provided mainly through social care, while each occupied hospital bed costs the NHS around £400 per night. Commissioners struggle to fund homecare at £32.14 per hour, despite the clear cost-benefit of doing so. 
NHS bodies now pay lower average rates for homecare than councils, despite funding more complex care needs. This reverses the logic of prevention and undermines the Government’s ambition to shift care into the community.
2. Do you agree or disagree with the government’s proposed transitional arrangements?
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
We partially agree with the principle of transitional protection, but we do not agree that the proposed arrangements are sufficient or appropriately designed to protect adult social care and the homecare provider market.
The Government is right to recognise that changes arising from Fair Funding Review 2.0 and wider local government finance reform require transitional arrangements. Sudden funding shocks would destabilise councils and services. Phased change over multiple years is therefore necessary.
However, the proposed transitional arrangements focus primarily on smoothing impacts for local authorities, rather than protecting service delivery, commissioning practice, or the sustainability of provider markets. Evidence from across England shows that adult social care, and homecare in particular, already operates below the cost of legal and sustainable delivery. Transitional arrangements that slow redistribution without addressing this baseline failure risk entrenching underfunding rather than managing change.
Any transitional arrangements must do more than smooth changes in council income. They must actively protect adult social care funding during the transition period by linking protection to clear expectations on spending and commissioning practice, rather than relying solely on notional allocations. They must address existing underfunding, so that the transition does not lock in fee rates that already sit below the cost of legal and sustainable delivery, particularly in areas with the lowest rates and highest labour costs. 
Transitional arrangements must also align with workforce and commissioning reform, supporting movement towards models that enable guaranteed hours, workforce retention and compliance with employment reform, rather than reinforcing fragmented purchasing. Finally, they must include transparency and accountability, with clear information on how transitional protections affect adult social care funding locally and how councils use funding intended to support care delivery.
Transitional arrangements should be assessed not only on their impact on council finances, but on whether they prevent further deterioration in adult social care markets. If fee rates remain below the cost of legal delivery throughout the transition period, the arrangements cannot be judged effective.
3. Do you agree or disagree with the proposed package of council tax referendum principles for 2026-27?
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
N/A
4. Do you agree or disagree with the government’s proposed approach to distributing funding for the Families First Partnership programme via the final version of the Children and Young People’s Services (CYPS) relative needs formula?
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
5. Do you agree or disagree with the government’s proposed approach of continuing the IDB support grant for 26/27 but seeking an alternative solution from 27/28?
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
6. Do you agree or disagree with the government's proposal on Mayoral Strategic Authorities in the Local Government Finance Settlement?
· Agree 
· Neither agree nor disagree 
· Disagree 
· No view
Please provide any additional information, including any explanation or evidence for your response.
We agree in principle with the proposal to strengthen the strategic role of Mayoral Strategic Authorities, but we do not agree with the proposal as set out unless it includes clear safeguards for adult social care funding, commissioning accountability and provider engagement.
A stronger strategic tier has the potential to support better coordination across local government boundaries, align economic growth with public service delivery, and support more coherent place-based approaches. In theory, Mayoral Strategic Authorities could add value if they support:
· strategic workforce planning across labour markets
· coordination of commissioning reform across local authority boundaries
· place-based models that reduce fragmentation and enable guaranteed hours
However, these benefits will only materialise if MSAs actively support ethical commissioning and sustainable fee-setting, rather than focusing solely on economic growth, infrastructure or regeneration.
The MSAs must include structured and meaningful engagement with social care providers, alongside people drawing on care. Without this, strategic decisions risk overlooking operational realities and creating unintended consequences for people accessing care and the delivery of services.
We therefore recommend that any enhanced role for Mayoral Strategic Authorities includes formal duties in relation to adult social care market sustainability, transparency of commissioning practice, and structured engagement with providers.
7. Do you have any comments on the impact of the proposals outlined in this consultation document on persons who share a protected characteristic? Please identify which protected characteristic you believe will be impacted by these proposals and provide evidence to support your comments.
Please provide any additional information, including any explanation or evidence for your response.
Yes, the proposals outlined in this consultation will have a disproportionate and adverse impact on several groups who share protected characteristics, particularly older people, disabled people, women, and people from ethnic minority backgrounds.
These impacts arise primarily through the effect of funding distribution, removal of ring-fencing, and transitional arrangements on the availability, quality and sustainability of homecare services.
Older people (age)
Older people form the largest group drawing on state-funded homecare. Any reduction in the availability or quality of homecare services therefore disproportionately affects people with this protected characteristic.
Pressures in the market increase the risk of unmet need, shorter visits, delayed care packages and provider exit, all of which disproportionately affect older people who rely on daily support to live independently at home. Underfunding of homecare also exacerbates delayed hospital discharge. Evidence shows that 42% of people in hospital wait for services provided mainly through social care. Older people experience the greatest harm from prolonged hospital stays, including loss of mobility, independence and wellbeing.
Disabled people
Disabled adults of working age also rely heavily on homecare to live independently, access employment, and take part in community life. Commissioning practices that spread limited funding across many providers undermine stability and increase the likelihood of care packages breaking down. This disproportionately affects disabled people with complex or fluctuating needs, who require consistent, skilled support rather than short, task-based visits.
Women (sex) and ethnic minority groups (race)
Women make up most of the paid adult social care workforce. Evidence shows that fragmented commissioning reduces guaranteed hours and undermines predictable income. This particularly disadvantages women, who more often balance paid work with unpaid caring responsibilities. 
People from ethnic minority backgrounds are over-represented within the paid care workforce, particularly in urban areas and high-cost labour markets.
Funding arrangements that cannot keep pace with wage and employment cost pressures increase the risk of poor working conditions and workforce exploitation. These impacts fall disproportionately on ethnic minority workers, particularly migrant workers, who already face additional structural barriers in the labour market.
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