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1 Foreword 

 

Scotland Excel is the Centre of Procurement Expertise for the local government 
sector in Scotland. It is a non-profit making organisation funded by participating 
council members. Established in 2008, Scotland Excel’s remit is to work 
collaboratively with members and providers to raise procurement standards, secure 
best value for customers and to improve the efficiency and effectiveness of public 
sector procurement in Scotland.   

Scotland Excel is governed by groups of stakeholders from member organisations.  
Scotland Excel’s Joint Committee comprises one or more elected members 
(Councillors) from each of Scotland's local authorities and is responsible for 
approving Scotland Excel’s business plan. 

Scotland Excel facilitates the development and sharing of best procurement practice 
and takes an active role in ensuring that the needs of the local government sector 
are understood within the wider landscape of procurement reform.  It also develops 
and manages collaborative contracts for services where a strategic requirement is 
identified across the local government sector.    
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2 Seeking Views 

Scotland Excel has been working with COSLA, Scottish Government and other 
partners on the reform of adult social care in Scotland, which includes a review of the 
procurement of care home services for older people.  From market research and 
engagement with stakeholders, Scotland Excel has produced a procurement 
strategy that provides a comprehensive look at the present contract, commissioning 
and procurement arrangements in Scotland. Any future procurement approach 
needs to:  
 

 work at a national level but provide local flexibility; 

 support local commissioning solutions; 

 reduce  bureaucracy for providers and councils/Health and Social Care 

Partnerships (HSCPs); 

 quality assure some areas nationally,  freeing up time for councils/Health and 

Social Care Partnerships and providers to focus on outcomes for people living 

in services. 

 
To achieve this we want your views on this procurement strategy, particularly on a 
number of ‘key questions’.   
 
There are 3 ways to submit a response: 

 
 Complete the online survey (preferred method) using the following link: 

 

https://www.surveymonkey.co.uk/r/CareHomeProcurementStrategy 

 

 Email: socialcare@scotland-excel.org.uk  

 

 Post to Scotland Excel, Floor 4, Renfrewshire House, Cotton Street, Paisley PA1 

1AR. 

 

The closing date for your response is 10th July 2017 

 
If you need any further information please contact us: 
 
Tel:  0300 300 1200 
 
Email:  socialcare@scotland-excel.org.uk   

https://www.surveymonkey.co.uk/r/CareHomeProcurementStrategy
mailto:socialcare@scotland-excel.org.uk
mailto:socialcare@scotland-excel.org.uk
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3 Care Home Services for Older People – Your views 

1. People living in care homes  

 
Around 33,000 people currently live in care homes and around 44% of people come 
into care homes from hospital.  There are a growing number of people funding their 
own care who negotiate their own price for service. (Report Section 7) 
 
Questions 
 
Do you think there is enough choice of care home care for people funded by 
councils and people funding their own care? 
 
Do you have a view on the biggest issues today for people living in care 
homes? 
 

2. Current contract approach  

 
In Scotland we have one national contract and agreed rates for care home care for 
mainly older people.   The present contract covers nursing and residential care but 
there are some services separately providing different types of care e.g. respite care. 
(Report Section 8) 
 
Question  
 
Do you think the national contract should be varied to cover other types of 
services and other people, e.g. people with learning or physical disabilities? 
 

3. Market overview  

 
There are a large number of providers offering care home places. The majority of 
places are in the private sector (rather than voluntary organisations or councils) and 
a small group of national providers offer the majority of places in Scotland? (Report 
Section 10) 
 
Question 
 
Do you have any view on the way the market is structured in Scotland? 
 

4. Workforce  

 
Around 52,000 people work in care homes, the majority paid the Scottish Living 
Wage.  Providers report shortage of staff and increased use of agency nurses.  
(Report Section 11) 
 
Question  
 
What do you think would make the biggest impact in addressing workforce 
issues? 
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5. Opportunity assessment  

 
The reform of care review has presented an opportunity to look at how these services 
are purchased to meet the outcomes of a national rate, local flexibility, new service 
types, affordability of service, support choice and commissioning of services locally? 
(Report section 12) 
 
Question  
 
Do you think there are other outcomes which need to be considered? 
 

6. Sustainability and risk  

 

Sustainability of service is a key priority as is the management of risk from financial 

or quality concerns.  Risk can come from external shock to the environment, 
e.g. change in regulatory requirements, purchasing activity or collapse of a 
provider’s business model. (Report section 13) 

 
Question 
 
Do you have a view on what action is needed to respond to risk? 
 

7. Future purchasing options and monitoring  

 
The procurement strategy considers a number of options for buying care home 
services in future to ensure choice of services for people needing this care.  This 
includes leaving providers to decide where to provide care home care, developing a 
list of providers nationally, or a national framework which puts a national contract in 
place. (Report section 14) 
 
Question 
 
In your opinion, what approach offers the best way to ensure services are 
delivered and supports choice of care home across Scotland? 
 

8. Monitoring 
 
Although the Care Inspectorate regulates the quality of a care home in its delivery of 
the National Care Standards, the contract needs to be monitored to ensure that 
outcomes for people are met (care management) and the service is delivered.  At the 
moment individual councils/HSCPs monitor contracts which mean that some 
providers are monitored by 3 or more councils?  (Report Section 14) 
 
Question 
 
Do you think that there is a role for monitoring at a national level? 
 

8. Any other questions 
 

 This is a qualitative survey and we are looking for a wide range of comments on the 
strategy. 
 

 Question 
 
Do you have any comments on any aspect of the strategy? 
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4  Background and Context 

4.1 This procurement strategy is for care home services for older people covered 
by the NCHC.  The NCHC sets out the terms and conditions of care for some 
33,000 older people living in residential or nursing care.  These services are 
delivered by 349 providers in 861 care homes.  On average, councils/Health 
and Social Care Partnerships spend around £470m annually on the delivery of 
this care.  

 
4.2 The NCHC has been in place since 2006 following a lengthy period of 

individual contracting by councils/Health and Social Care Partnerships for 
both nursing and residential care.  Use of a national contract by 32 
councils/Health and Social Care Partnerships has reduced the volume, 
variation and complexity of contractual relationships between people living in 
services, providers and purchasers.  It has enabled the delivery of one rate for 
nursing care and one rate for residential care across Scotland.  The NCHC 
has made contracting simpler for people who choose to move from their own 
home to a care home.  The NCHC is awarded by individual councils/Health 
and Social Care Partnerships following an annual COSLA led fee negotiation 
with provider representatives.  There is currently no national procurement 
strategy in place. 

 
4.3 In order to access public funding, either through the NCHC or free personal 

and/ or nursing care, people must have appropriate assessed needs for that 
service. Currently there are two broad classifications that link directly to 
relevant funding ‘residential’ and ‘nursing’ care. 

 
4.4 As part of the fee negotiations for 2016/ 2017, COSLA, Scottish Care and the 

Coalition of Care and Support Providers in Scotland (CCPS) agreed that 
change was required to ensure the contract remains fit for purpose in light of 
the legislative, policy, demographic and financial drivers outlined in the ‘Future 
of Residential Care for Older People in Scotland1’ report. 

 
4.5 To support the necessary change, COSLA has embarked on an ambitious 

program of reform for adult social care.  COSLA has invited Scotland Excel to 
contribute a central role in advancing the reform agenda. 

 
4.6 In addition to Scotland Excel’s contribution to the wider adult social care 

reform activity, Scotland Excel secured funding from councils/Health and 
Social Care Partnerships/ partnerships to provide an expanded contract 
management function beyond participation in the negotiation of fees.      

  

                                            

1
 http://www.gov.scot/Resource/0044/00444581.pdf 
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4.7 Scotland Excel has taken forward this work in a coordinated manner across 
four key areas: 

 

 Market intelligence; 

 Financial risk monitoring; 

 Cost analysis; and 

 Procurement strategy. 
 
4.8 The delivery of national market intelligence information is designed to support 

the production of statutory commissioning and market facilitation plans; while 
financial monitoring of providers will enhance early warnings of potential 
provider failure; cost analysis will support fee negotiations; and this paper 
explores different approaches to the procurement of care home services into 
the future. 

 
4.9 This procurement strategy has been developed based on the outcomes of  

consultation with our funders, national data analysis, consideration of  relevant 
legislation and policy drivers, themes emerging from health and social care 
partnership strategic commissioning plans and source information from the 
COSLA led reform agenda. 

 
Summary: 

 
Care home services for older people are presently contracted for under the National 
Care Home Contract (NCHC).  The NCHC sets out the terms and conditions of care 
for approximately 22,000 older people living in residential or nursing care.  In 
addition, there are approximately 11,000 people funding their own care home care 
and this is increasing.  Services are delivered by around 350 providers across circa 
860 care homes in Scotland.  Councils/Health and Social Care Partnerships spend 
around £470m annually on the delivery of care home care services from the private 
and voluntary sectors. 

 

 
 

5  Policy and Legal Framework 

5.1  There is a significant volume of new legislation, strategy and policy, which this 
procurement strategy needs to take into account. Appendix 1 gives a 
summary of the key pieces of legislation and policy which impact on the 
delivery of care services for older people.  A significant driver behind this work 
is that older people should receive high quality care and have choice and 
control over daily living in a setting or service of their choosing.  The Scottish 
Government is committed to supporting older people in their own home or a 
homely setting for as long as possible and this is reflected in many of the joint 
strategic commissioning plans being developed by HSCPs.   

 
5.2  Two prominent reports that inform this procurement strategy are those 

published by the Task Force for the Future of Residential Care Scotland on 
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the Future of Residential Care for Older People in Scotland2 and the report on 
Reshaping Care for Older People3 by Audit Scotland.  These reports provide 
an insight into issues facing older people’s services and contain 
recommendations on how services should be developed to ensure services 
and support is suitable, affordable and sustainable. 

 
5.3  There is also a considerable amount of legislation underpinning older people’s 

services which promotes quality and individual choice and control. This 
includes a focus on quality of service provision (National Care Standards4), 
free personal and nursing care, implementation of dementia strategies and 
joint working.  Most recently the National Health and Wellbeing Outcomes5 
have been developed within the context of health and social care integration. 
These ensure that care home care for older people is not looked at in isolation 
and that development needs to be planned to ensure that people can remain 
longer in their own homes should they wish, with a full range of joined up 
health and care services.  The Self-directed Support Act6 came into force on 
1st April 2014 and places a duty on Local Authorities Social Work 
departments to offer individuals a range of choices as to how they receive 
their social care. By law, a person must be supported to make their own 
informed choices about what their care looks like and how it is delivered. The 
ethos behind this legislation is that greater choice and control can improve a 
person’s health and wellbeing. The legislation also seeks to ensure that 
everyone enjoys the same human rights and is treated with dignity, respect 
and without discrimination.  All aspects of the legislation applies to people who 
are considering residential care, however, Option 1 – the ability to take a 
direct payment for their care -  is not presently available to people choosing 
long term residential care. 

 
5.4 In addition to policy and legislation around older people, this procurement 

strategy takes into account relevant procurement legislation,  regulation and 
guidance, including Schedule 3 of the Public Contracts (Scotland) Regulations 
2015 (“the 2015 Regulations”) and the Guidance on the Procurement of Care 
and Support Services7.  

   
5.5 Where a service comes within Schedule 3 it must be awarded in accordance 

with the “light touch regime” set out in section 7 of the 2015 Regulations if the 
estimated total value of the service is equal to or above a specified threshold.  
Requirements of the light touch regime include publicity of the opportunity and 
award and a requirement to observe the fundamental principles of 
transparency, equal treatment, non-discrimination, proportionality and mutual 
recognition.  There must also be consideration of whether any mandatory 
exclusion grounds apply in respect of the provider, such as evidence of 
convictions relating to specific criminal offences, for example fraud or money 

                                            

2
 http://www.gov.scot/Resource/0044/00444581.pdf 

3
 http://www.audit-scotland.gov.uk/docs/central/2014/nr_140206_reshaping_care.pdf 

4
 http://www.gov.scot/Topics/Health/Support-Social-Care/Regulate/Standards 

5
 http://www.gov.scot/Resource/0047/00470219.pdf 

6
 The Social Care (Self-directed Support)(Scotland) Act 2013 

7
 http://www.gov.scot/Resource/0049/00498297.pdf 
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laundering, or a breach of legal obligations to pay tax or social security 
obligations.  At present these checks are undertaken in each council on a 
contract by contract basis even if providers operate across many 
councils/Health and Social Care Partnerships. 

 
 
Summary: 
 
Procuring care and support services is a complex area and requires a particular 
approach.  This is because the quality or availability of these services can have a 
significant impact on the quality of life and health of people who use these services 
and their carers.  For this reason councils/Health and Social Care Partnerships can 
purchase these services differently on a case-by-case basis applying the “light touch 
regime”.  It needs to determine how it can comply with the fundamental principles8 of 
transparency, equal treatment and non-discrimination, proportionality and mutual 
recognition that apply to public procurement as well as respecting, protecting and 
promoting human rights in line with the duty of care to people with social care and 
support needs.  Integration Joint Boards are responsible for the production of 
Strategy Commissioning Plans which provide direction and oversight where a 
decision has been made to purchase these services.  Contractual arrangements 
remain with either the council or NHS Boards. 

 

 
 

6 Stakeholder Identification 

6.1 Introduction 

 The Procurement Reform (Scotland) Act 2014 requires relevant and 
proportionate consultation and engagement when preparing a procurement 
strategy to ensure that it takes account of stakeholders’ views.  There has 
been a regular process of engagement and consultation in the development of 
the various work streams taken forward by Scotland Excel with a wide range 
of stakeholders including councils/Health and Social Care Partnerships/ 
HSCPs, COSLA, SLGP, Scottish Care, CCPS, Care Inspectorate, Social 
Work Scotland and groups representing people who use care home services. 

 
6.2 Councils/Health and Social Care Partnerships/ HSCPs  

Participating councils/Health and Social Care Partnerships/ HSCPs are 
essential partners in any activity within the residential care for older people 
sector, as they are the largest purchasers of this service.  Consultation has 
been through User Intelligence Group (UIG) meetings.  

 
6.3 COSLA / SLGP  

 Scotland Excel has contributed to all of the COSLA reform sub groups and 
has chaired the sub group on Cost of Care.  All of this activity reports through 
to the Scottish Government Ministerial Strategic Group as outlined in Figure 1. 

                                            

8
 Treaty of the Functioning of the European Union (TFEU) fundamental principles 
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The COSLA sub-groups have representation from Scottish Care, CCPS, 
Social Work Scotland, Health Improvement Scotland, Scottish Government, 
Care Inspectorate and HSCPs. 

          Figure 1 – Governance – Reform of Adult Social Care 

 

 

 Additionally Scotland Excel has consulted extensively with SLGP members 
and with their associated HSCPs. Scotland Excel has attended SLGP Cabinet 
and Officers’ meetings. 

6.4 Providers 

 Meaningful engagement with providers is crucial to the development and 
success of this strategy.  Provider engagement to date has been undertaken 
through the two main provider representative groups – Scottish Care and 
CCPS as part of the Reform of Care work.  Scotland Excel has ensured that 
provider engagement has been maximised throughout the development of the 
various work streams, particularly financial risk monitoring and cost of care 
discussions to support the NCHC Virtual Technical Expert Group.  

6.5 Care Inspectorate 

 The Care inspectorate, as the regulator for all registered social care providers, 
has a pivotal role in any future reshaping of residential care.  Scotland Excel 
has established regular senior management liaison meetings with the Care 
Inspectorate to ensure they are updated on Scotland Excel activity.  In 
addition, both organisations are exploring respective roles relating to financial 
risk monitoring which may have relevance and an impact on future contract 
management information.    
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6.6 Social Work Scotland 
 

 As a key forum for council/ HSCP officers, Scotland Excel has maintained 
regular attendance at Social Work Scotland meetings to discuss the various 
work streams. 

6.7 Consultation with People who use Care Home Services 

 The review of the NCHC and any associated procurement approach ultimately 
needs to effect change which improves the quality of services delivered to 
people who use care home services.  Scotland Excel has engaged with 
associations which represent older people in Scotland – Age Scotland and 
Scottish Older Peoples Assembly. The organisations confirmed that they did 
not wish to be involved in developing cost of care analysis or determining the 
procurement approach to the market.  They do however want to be consulted 
with matters such as improving outcomes for older people.     

Summary 

As part of the team of partners working on the reform of the NCHC, Scotland Excel 
has engaged with a wide range of stakeholders, including councils/Health and Social 
Care Partnerships, Convention of Scottish Local Authorities (COSLA), Scottish Local 
Government Partnership (SLGP), Scottish Care, Coalition of Care and Support 
Providers in Scotland, Care Inspectorate, Social Work Scotland and groups 
representing people who use care home care services.  This engagement has 
encompassed a number of interrelated work streams, including development of a 
care cost calculator and financial risk monitoring.  Scotland Excel is now seeking to 
get the views from all stakeholders on a procurement strategy. 

 

7  People Living in Care Homes 

7.1 There were 33,301 people living in care homes across Scotland at March 
2016 and this number has remained fairly constant over the 10 years from 31 
March 2006.   

  
 Figure 2 – Number of older people living in care homes 2006 to 20169 

 
Sector Number of people  % increase/decrease 

 2006 2016  
Private 24,568       26,457   8% increase 
Voluntary   3,869         3,168 18% decrease 
Local authority/NHS   4,876         3,676 25% decrease 
Total all sectors 33,313       33,301 0.04% decrease overall 

 
7.2 The success of policies to support people for longer within their own homes 

against a backdrop of an increasing population of older people requiring 
support appears to be evidenced in these figures. 

 

                                            

9
 http://www.isdscotland.org/Health-Topics/Health-and-Social-Community-Care/Care-Homes/Previous-Publications/2016 
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7.3 In Scotland, the median age of older people living in care homes is 85 years 
old with a median age at admission of 83.  The gender split is 29% male and 
71% female.  The gender difference has changed by 2% from 2006, when it 
was 27% male: 73% female.  In terms of personalisation of services, this 
presents challenges to care homes in terms of delivery of different 
preferences, for example for recruitment of male staff if a preference is 
expressed.  

 
7.4 The age profile of older people in care homes has also changed with a 2% 

increase in the number of people aged 65 to 74 from 2015 to 2016, and a 1% 
decrease in the number of people aged 75 to 84 from 2015 to 2016. The most 
notable difference has been a 10% increase in the number of people in older 
people’s care homes over the age of 95. 

 
7.5 As people get older, the number and complexity of health conditions 

increases, with approximately 55% of people aged 65+ having two or more 
health conditions. 

 
7.6 A total of 63% of older people living long-term in care homes required nursing 

care in 2016.  62% of older people living in care homes were recorded as 
having dementia (both medically and non-medically diagnosed dementia).  

 
7.7 The length of time that people stay in residential care has remained 

reasonably consistent over the past five years as illustrated in Figure 3 below.  
In addition the percentage of people by complete length of stay has also 
remained fairly consistent with the majority spending between one to three 
years in the care home.  The number of people living in care homes between 
three to five years and over five years has also remained consistent.  

 
Figure 3: Average length of stay (in years) 

 
Year 2012 2013 2014 2015 2016 

Mean 2.4 2.4 2.3 2.4 2.3 
Median 1.5 1.5 1.4 1.5 1.4 

 
7.8 Within care homes there are three types of stay – respite (stay for a short 

space of time, for example a week, to give primary carers a break from caring 
duties), short-stay (less than six weeks and may be because the person 
requires rehabilitation or they are waiting for other arrangements e.g. care at 
home facilities) and long-term (longer than six weeks).  

 
7.9 The ISD 2016 Care Home Census10 shows that from March 2006 to March 

2016 the number of people living long-term in care homes decreased by 2% 
across Scotland.  This is in contrast to short term and respite care which 
increased by 52% and 483% respectively within the same time period. 

 

                                            

10
 http://www.isdscotland.org/Health-Topics/Health-and-Social-Community-Care/Publications/2015-10-

20/2015-10-20-CHCensus-Report.pdf? 
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7.10 The ISD 2016 Care Home Census further shows that in Scotland, the largest 
volume of admissions to care homes in 2015/2016 came from hospital.  This 
accounted for 44% of all care home admissions (6,326 residents), followed by 
older people being admitted from their own home which accounted for 32% 
(4,601 older people).  The distribution of all sources has remained fairly static 
over the period of 2006 to 2016.  

 
7.11 Delayed discharge from hospital as a result of care home related issues 

remains a major issue.  In 2015/16, 33% of all standard delays from hospitals 
were due to patients waiting for availability in a care home.  The majority of 
patients wait circa six weeks for a care home placement before being 
discharged from hospital.    

 
7.12 The increase in Scotland’s ageing population will have a significant impact on 

service demand in years to come and consequently the resources available to 
meet that demand.  Figure 4 below illustrates how people aged 75+ and the 
population of older people is expected to increase nationally by 73% (during 
2016 - 2037).   

 
Figure 4: Forecast increase in the numbers of people aged 75 and over by 2037 

 

 

7.13 The General Registrar’s Office (GRO) provides statistics and projections on 
populations.  These can be used to understand and plan for future needs that 
may arise.  Figure 5 demonstrates the changed demographic between now 
and 2037: 



 

Page 15 of 40 

 

Figure 5: Population pyramids
11

 

 

 

 
7.14 The Scottish Government report on Demographic Change in Scotland12 

published in 2010 outlined the demographic shifts in coming years.  Key 
changes affecting the care home market include: 

 

 Scotland’s population is continuing to age, with a 50% increase in over 60s 
projected by 2033; 

 There is a strong urban/rural dimension to the ageing population; while 
17% of the population are over 60, this age group makes up 21% of the 
population in several rural councils/Health and Social Care Partnerships; 

 Life expectancy at birth in Scotland stands at 75 for men and 80 for 
women; 

 Healthy life expectancy is increasing but not at the same rate as life 
expectancy.  This will mean although people are living for longer, they are 
not staying healthy for all of their lives; and 

 Health inequalities in Scotland will result in significant variation in mortality, 
life expectancy and healthy life expectancy between social groups, with 
deprivation being a key determining factor. 

 
7.15 These changes need to be taken into account when planning and managing 

services in order to ensure sustainable and efficient use of resources is 
achieved, in particular the split between urban/rural populations will affect 
what services need to be planned.  However, increasing numbers of people 
does not necessarily translate into more care home care since other services, 
such as maintaining people at home, are also increasing.  Trends in the 
market in relation to use of care home places is explored further in Section 8. 

 
7.16 People who are publicly funded make up the majority of people who are 

termed long stay residents (67% nationally) and are entitled to free personal 
and/ or nursing care.  63% of the self-funding long stay residents also 
received the free nursing care payments.  As per Figure 6, free personal and/ 
or nursing care expenditure has increased by around 29% from 2006 to 2015. 
The current rates for free personal and nursing care are £171 for personal 
care and £78 for nursing care per person per week respectively. 

 

                                            

11
 http://www.nrscotland.gov.uk/files/statistics/rgar/2015/rgar-2015.pdf 

12
 http://www.gov.scot/resource/doc/332379/0108163.pdf 
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 Figure 6: Expenditure on free personal and nursing care in care homes 
(£millions) 

 

  
 
7.17 In the majority of councils/Health and Social Care Partnerships in Scotland 

(22 of 32) the percentage of people living in care homes funding their own 
care has increased.  This trend should be monitored as it has an impact on 
the funding pressures for the public sector if more people contribute more to 
their own care.  Under Free Personal and Nursing Care (FPNC) in Scotland, 
people funding their own care are offered the choice to make their own 
contract arrangements and not access FPNC (Option 1), apply for FPNC and 
make their own contract arrangements (Option 2) or apply for FPNC and 
come under the NCHC when their funds are exhausted (Option 3).  There are 
a number of places in Scotland where Option 3 is not offered.  The trend of 
care home providers designing services specifically for people who fund all of 
their care has implications for the overall sector. 

 
Summary 
 
The majority of people who live in care homes do so for between 1 and 3 years. 
Nursing care is required by 63% of the older people living long-term in care homes. 
Dementia, whether medically diagnosed or non-diagnosed, is prevalent in 62% of 
older people living in care homes.   

 
Hospital admissions account for 44% of people entering a care home. In 2015/16, 
32% of all delays from hospitals were due to people waiting for either funding or 
availability in a care home.   

 
While two thirds of people in care homes are publicly funded, there are a growing 
number of people funding their own care.  Some providers are now designing care 
homes exclusively for people who fund their own care and this could have an impact 
on the local availability of care home places.  Under Free Personal and Nursing Care 
(FPNC) in Scotland, people funding their own care are offered the choice to: 

 
 make their own contract arrangements and not access FPNC (Option 1); 
 apply for FPNC and make their own contract arrangements (Option 2); or  
 apply for FPNC and come under the NCHC when their funds are exhausted 

(Option 3).    
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8  Contract Status and Spend Analysis 

8.1 In 2005, the Office of Fair Trade (OFT) published a report13 in response to a 
complaint heavily criticising a range of elements, including contract terms and 
conditions and the operation of the care home market in the United Kingdom.     

 
8.2 In 2006, the NCHC was adopted by councils/Health and Social Care 

Partnerships across Scotland building on the suggested good practice in the 
OFT report.  This provided a contractual platform that delivered clarity around 
fees and other care home costs, promoted a quality agenda by linking 
elements of the headline weekly fee to proxy indicators (such as training) and 
facilitated people living in care homes outwith their council of ordinary 
residence.  Each of these deliverables resulted in a reduction of contracting 
bureaucracy. 

  
8.3 In recognition of the considerable extra funding allocated to the sector and a 

desire to secure the investment to improve quality for people living in care 
homes services, the concept of contract incentives was introduced. This 
included enhanced payments above the national fee rate for achievement of 
specific Care Inspectorate scores.  Conversely, for services failing to deliver 
certain quality outcomes as assessed by the Care Inspectorate, incentive 
payments were removed.   

 
8.4 The adopted contractual approach is unique and different to the procurement 

processes used for other care services.  This is in part because of the desire 
to sustain a national rate across Scotland and support peoples’ choice of care 
home consistent with the Directions on Choice Circulars which, prior to Self 
Directed Support (SDS) legislation, protected the right of people to choose 
where they live.   

 
8.5 As per Figure 7, the NCHC weekly rate (the headline fee) is set through a 

process of annual fee negotiations, with provider representative groups, led 
and hosted by COSLA: 

   
  

                                            

13
 

http://webarchive.nationalarchives.gov.uk/20140402142426/http:/www.oft.gov.uk/shared_oft/reports/consu

mer_protection/oft780.pdf 
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Figure 7: National Care Home Contract negotiation process 

 

 
 

8.6  Including the ‘enhanced quality award’ the weekly fee rate has increased by 
42% from the 2006 rate, for both residential and nursing care, as shown in 
Figure 8 below: 

 
 Figure 8: Residential care weekly rates, per person per week. 
 

 With nursing Without nursing 

2006 / 7 £471.45 £406.78 

2017/18 £667.09 £574.42 

2017/18* £670.09 £576.92 

 
 * headline fee rates from 4 April 2017 plus additional quality incentives of up to £3 

(nursing) £2.50 (residential) related specifically to QAF grades of 5 or more. 

 
8.7 The NCHC has brought stability, promoted quality and has been a successful 

mechanism in advancing transparency and fairness, for service users and 
their families. However, in its tenth year, concerns have been raised by 
commissioners and providers that it is in need of significant revision in line 
with current legislative and policy directives. 

 
8.8 The NCHC is not a formally procured framework and is not subject to any 

competitive scrutiny. The only formal requirement is that a care home meets 
the Care Inspectorate registration requirements.  When a care home has the 
required registration, people are able to choose to live in a specific care home 
under choice of accommodation rules.  This has not enabled the consideration 
of over or under capacity of care home provision in any given area.  The 
statutory requirement for the development of local commissioning plans and 
associated market facilitation plans now requires consideration of how the 
care home market is shaped.   

 
8.9 Approximately £1.4 billion was spent on care home services during 2012 and 

2015 by Scotland’s 32 councils/Health and Social Care Partnerships, with an 
average of £470 million per year.   
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8.10 Although there are many providers in the market, the top 20 providers have a 

large proportion of spend (58% of total 2014/2015 spend): 
  
 

Figure 9: Spend per providers (2014/2015 Spikes Cavell data) 
 

 
 
 

Summary 
 
The NCHC is modelled on the recommendations of an Office of Fair Trading Report 
(2005) into terms and conditions in contracts for people using care home services.   
Councils/Health and Social Care Partnerships award individual contracts for care 
homes with providers based on national agreed rates and terms and conditions 
ensuring that no matter where people live in Scotland there is a rate for Nursing Care 
and Residential Care against which they are assessed for their contribution.  The 
rates for nursing and residential care have risen by 42% since the national rate was 
introduced in 2006. 

 
An annual negotiation between commissioners and providers is held to set the rate 
for Nursing Care and Residential Care.  The Delivering Change in Adult Social Care 
Partners Group chaired by COSLA and comprising key stakeholders has agreed that 
current arrangements, while broadly helpful, need to change to respond to the new 
legislative environment and policy direction. 

 

 
 

9 Sustainability 

9.1 The Scottish Government sustainability test has been applied to the delivery 
of this strategy.  Social, economic and environmental areas have been 
considered in order to maximise potential internal efficiencies and wider 
community benefits.   

 
9.2 Social 
 Through local commissioning, councils/Health and Social Care Partnerships 

are developing a suite of services for people in older age.  Those assessed as 
requiring care in a residential setting are often in need of intense personal and 
/or emotional care and support.  Through this strategy there will be an 



 

Page 20 of 40 

 

emphasis placed on promoting inclusion, not only within the care setting but 
by forging wider community engagement initiatives.  

 
 Promoting fair working conditions will also remain a critical component, a 

major aspect of which is ongoing integration of the Scottish Living Wage.  In 
addition, wider aspects of working conditions will remain in focus to promote 
the overall value of working in this sector including training and skills 
development. 

 
9.3 Economic 
  While the NCHC has provided a stable platform for developmental discussion, 

the greatest area of tension remains in the area of cost.  The development of 
a neutral and objective cost calculator will enable greater transparency.  The 
cost calculator will also enable understanding of the impact of policy 
assumptions on cost and provide a platform to monitor investment in specific 
areas, for example staffing. 

 
9.4 Environmental 

Opportunities for environmental improvements are limited as the service is 
provided within buildings that vary considerably in size and age and exist in a 
diverse range of geographical locations.  However, a number of areas are 
worthy of further exploration, including: 

 

 efficient practices to minimise waste; 

 maximising use of energy efficient products; and 

 consideration of economies of scale for services, produce and equipment. 
 

Summary: 
 
The management of risk within the sector has been highlighted as a key priority for 
both commissioners and providers.  Risks can come from external shocks to the 
environment, for example, changes in regulatory requirements, sudden changes to 
purchasing activity or the collapse of a particular financing model.  Monitoring 
activity is conducted at a local level, but there is no national approach to financial 
sustainability and no consensus on how to measure the risk. 
 

 

10  Market Overview  

10.1    There are a total of 861 registered care homes across Scottish 
councils/Health and Social Care Partnerships operated by 349 providers. 

 
10.2 Figure 10 illustrates that the largest proportion of care homes are owned and 

operated by the independent sector:  
 

Figure 10: Number of care homes across Scotland (as at 31 July 2016). 

 

 Private Voluntary Council / HSCP 

Total 627 101 133 
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10.3 Figure 11 demonstrates that there has been a downward trend in the number 
of council and voluntary sector care homes across Scotland over the past 10 
years, whilst the private sector has retained a similar number of care homes 
over the same period. 

 
 Figure 11: Number of registered care homes, in Scotland, by sector from 31st 
 March 2006 to 31st March 2016  
 

  
 

 
10.4 The total number of registered places in Scotland is 37,746 as at 31 March 

2016, (refer Figure 12).  This compares with 38,042 in March 2006. 
 

Figure 12: Number of registered beds by sector (March 2016) 
 

 
 
10.5 Despite a fairly constant number of people requiring care home care (5.1 

figure 2) there continues to be a higher number of registered places than 
people living in care homes.  While places in the public and voluntary sector 
have been decreasing, the number of places offered by the private sector has 
been increasing14.  It is difficult to calculate the under or over capacity in the 
care home sector as national figures are not adjusted for those care homes, 
which for specific reasons maintain high vacancy levels.  A study of nine 

                                            

14 Information Services Division - Care Home Census for Adults in Scotland – 31 March 2006 to 2016 (https://www.isdscotland.org/Health-

Topics/Health-and-Social-Community-Care/Publications/2016-10-25/2016-10-25-CHCensus-Summary.pdf) 
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council areas suggests that the removal of high vacancy care homes from the 
total number of care homes indicates the overall care home vacancy level at 
approximately 3%.   

 
10.6 There is considerable variation in the size and age of care homes and 

providers range from single home ownership to large multi care home owning 
companies with complex company structures. There are 36 providers who 
operate four or more care homes in Scotland. Of these, nine operate 10 or 
more and two operate 40 and 42 care homes respectively across Scotland. As 
at September 2016 these 36 providers offered approximately 53% of the total 
private registered places. 

 
10.7 Approximately 57% of councils/Health and Social Care Partnerships’ 

investment through fees goes to these largest providers.  Many of these large 
commercial enterprises have complex organisational and financial structures 
which make it difficult to track public spending on those services. 

 
10.8 As outlined in Figure 13 below, the average private sector home has a 

capacity of 48 places, while council and voluntary sector homes have an 
average capacity of 31 and 33 places, respectively.  Private and voluntary 
sector care homes are a mixture of both nursing and residential whilst council 
/ HSCP homes are residential only. 

 
Figure 13: Total number of care homes, average number of beds, and 
registered beds (as at 30th September 2016) 
 

 No. Care Homes Average Care 
Home Size 

No. Registered 
Beds 

Council /  HSCP 133 31.3 4,163 
Private 627 48 30,118 
Voluntary 101 32.9 3,325 
Total 861 43.7 37,606 

  
 
10.9 Concentration of provision is an important consideration, not only in terms of 

managing risk, but also for longer term commissioning considerations.  As 
provision becomes more concentrated the requirement for oversight, in terms 
of performance and financial health develops greater significance, to ensure 
sufficient capacity in the system to cope with issues such as a home closure.  
There are 43 providers who have more than 10% market concentration in at 
least one council area.  It is noteworthy that one provider has market 
concentration above 10% in nine council areas.   

 
10.10  All care homes for older people are registered and inspected by the Care 

Inspectorate.  Homes are inspected against a set of National Care Standards 
across four quality themes which are scored from 1 (unsatisfactory) to 6 
(excellent).  The Care Inspectorate is currently undertaking a review of the 
care standards with the focus being more on outcomes for people using 
services.     
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10.11 In addition, councils/Health and Social Care Partnerships monitor providers 
through statutory care management responsibilities, adult support and 
protection procedures and contract compliance.  Care Inspectorate inspection 
and council monitoring regimes ensure that the majority of care homes deliver 
care at quality scores of 4 or more.  There are, however, homes which 
operate with lower grades of ‘adequate’ (3) or less.  The average score for 
each quality theme is shown in Figure 14 below.  Overall the private sector 
scores are consistently lower than the voluntary and council run care homes.  
Most noteworthy is the variance between sectors in relation to quality of 
environment and quality of staffing.  

 
Figure 14: Average quality scores by sector  
 

 
 
10.12 When considering care homes performing at a grade of 4 (good) and above, 

Figure 15 shows that privately run care homes score lowest whilst council 
operated care homes score highest. Although it has to be borne in mind that 
with larger numbers of care homes operated in the private sector there is 
likely to be a greater range of quality levels reflected in this average. 

 
Figure 15: Percentage of care homes with all four quality scores graded 4 and 
above by sector (as at 30 September 2016) 
 

 
 

Summary: 
 
There continues to be a higher number of registered places than people living in care 
homes. While places that the public and voluntary sector offers have been decreasing, the 
number of places offered by the private sector has been increasing.  
 
There is considerable variation in the size and age of care homes. Providers range from 
single home ownership to large multi care home owning companies with complex company 
structures.  There are 36 providers who operate four or more care homes in Scotland. 

 

% care homes 4 + in all quality themes 

•Council / HSCP 78.5% 

•Voluntary 76.2% 

• Private 71.8% 
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11 Workforce 

11.1 A Scottish Social Services Council (SSSC) report on workforce data15 

confirmed that 52,430 people were working within care homes in Scotland in 
2013.  This Figure accounts for approximately 33% of the total social care 
workforce.   

 
11.2 The SSSC report also confirms that the current care home workforce is 

ageing, with the average age now 46 years old.  The care home workforce is 
85% female/ 15% male compared with a gender split of 71% female/ 
 29% male of people living in care homes.   

 
11.3 The SSSC report also provides information on skill set showing the workforce 

 in Scotland comprises 74% care staff, 23% auxiliary staff and 3% managerial 
staff.  The managerial figures are lower compared to similar care services 
such as housing support/ care at home (4%) or residential child care (6%).    

 
11.4 Clearly ensuring the correct skill set of care workers and succession planning 

for retirement are both important challenges that need to be addressed to 
ensure a competent and able workforce. 

 
11.5 Pay has an impact on recruitment, retention and ultimately the quality of care 

 delivered.  The Scottish Living Wage commitment included in the local 
government settlement with Scottish Government ensures that, from 2016/17, 
the Scottish Living Wage is being paid to all care workers providing direct care 
and support to adults in care homes.   

 
11.6 In terms of qualified nursing staff, the general issue of nursing recruitment and 

retention is wider than the care home sector alone.  COSLA has established a 
dedicated working group to consider such matters and explore how 
partnership working can connect care homes into wider plans to look at how 
care homes can benefit from the increase in advanced nurse practitioners and 
build career and learning and development pathways for all care home staff.  
Across Scotland it is recognised that the NHS supplies a number of services 
to care homes including district nursing staff provision in residential care and 
the provision of additional support, for example training and equipment supply. 

  
Summary: 
 
52,430 people were working within care homes in Scotland in 201316.  This 
represents approximately 33% of the total social care workforce.  The average age of 
the care home workforce is 46 years old.  The workforce is 85% female/ 15% male, 
this compares to 71% female/ 29% male split of people living in care homes.  The job 
mix is 74% care staff, 23% auxiliary staff and 3% managerial staff.   
 
Care workers are paid the Scottish Living Wage, while nursing staff tend to be 
benchmarked against the NHS Agenda for Change.   
 

                                            

15
 http://data.sssc.uk.com/images/WDR/WDR2014.pdf 

16
 http://data.sssc.uk.com/images/WDR/WDR2014.pdf 
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Providers report widespread staff vacancies, with the use of agency nursing staff 
particularly prevalent.  At time of writing the impact of the UK decision to leave the 
European market on care homes is not known.   Across Scotland, NHS provides a 
number of services to care homes including district nursing and the provision of 
additional support, for example training and equipment supply. 
 

 
 

12 Opportunity Assessment  

12.1  Commissioning for care home services is the responsibility of councils/Health 
and Social Care Partnerships working in partnership with a range of key 
stakeholders as defined in the Public Bodies (Joint Working) (Scotland) Act 
2014.  These include people who use services, providers, voluntary sector, 
NHS and council representatives.  HSCPs are required to produce strategic 
commissioning plans which detail the joint development of services and 
support based on an analysis of local need.  There is also a requirement to 
consider the production of market facilitation plans to clearly articulate 
strategic intentions in relation to future use of care home care and other care 
services.  This activity requires a partnership approach to the development of 
services and to achieve local and individual outcomes.   

 
12.2 Strategic commissioning plans and related procurement strategies enable a 

more planned approach to shaping local market conditions.  However 
councils/Health and Social Care Partnerships are still in their infancy and 
many commissioning plans are not developed to a level which could enable 
new service specifications to emerge to enhance existing care home 
arrangements as delivered through the current NCHC.  There are 
opportunities through this procurement strategy to provide support to future 
iterations of strategic commissioning and market facilitation plans. 

  
12.3 An overview of current strategic commissioning plans highlights some themes 

with particular resonance for the care home sector and this procurement 
strategy provides an opportunity to advance some of these themes, namely: 

  

 delivering sustainable, effective and responsive patient centred services; 

 providing of a variety of new support options (such as step up / step down 
and intermediate care provision); 

 facilitating greater levels of choice and control for individuals with a strong 
focus on human rights;  

 evolving residential arrangements to ensure tailored support and effective 
social connection; 

 committing to reduce the number of older people admitted to institutional 
care for long periods; 

 increasing the prominence of the role for self-care, self-management and 
the support of healthy lifestyles; and 

 responding to the presumption that older people will have ever higher 
expectations about the quality, nature, flexibility and experience of care 
and support. 
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12.4 Strategic planning can be informed by local service performance information, 
which provides detail on outcomes achieved for older people.  However the 
planning process could be further informed by market and service intelligence 
information.  As noted it is difficult to co-ordinate organisation and finance 
performance for providers which operate across many council boundaries.  
There is therefore scope for the provision of national market intelligence 
information.   

 
12.5  The 2012 publication Talking Points: Personal Outcomes Approach17 

suggested a move from ‘outputs’ to ‘outcomes’ for individuals.  This requires 
extended conversations between staff and individuals on desired outcomes.  
Future contracting for care home care should encourage such conversations.   

 
12.6  Further, the requirement for choice and control by people who use services 

permeates much of current policy and legislation.  This is most exemplified by 
the Social Care Self-Directed Support (Scotland) Act 2013, which gives 
people a range of options for how their social care is delivered.  All aspects of 
the legislation applies to people who are considering residential care, 
however, Option 1 – the ability to take a direct payment for their care -  is not 
presently available to people choosing long term residential care. The 
principle of choice and control should be exercised in the care home 
environment and reflected in contract terms and in monitoring.   

 
12.7 The Scottish Government have developed National Health and Wellbeing 

Outcomes shown in Figure 16 below and an accompanying core suite of 
integration indicators (Appendix 2).  There is an opportunity to facilitate better 
outcomes for people living in care homes by embedding the requirement to 
meet outcomes in contract and monitoring processes.   

   
  

                                            

17
 http://www.jitscotland.org.uk/wp-content/uploads/2014/01/Talking-Points-Practical-Guide-21-June-

2012.pdf 
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Figure 16: National Health and Wellbeing Outcomes 
 

 
 

12.8 Technology in Care Homes 

The relationship between technology, including telecare, and care home care 
is important as it supports positive outcomes within a care home setting and 
has the potential to reduce unnecessary costs.  There are some examples of 
how technology is currently being used within care homes to enhance the 
lives of people both living and working there.  These examples include the use 
of video conferencing to enable specialist assessment and training.  However, 
there remains scope to further explore the use of technology in care homes 
and to build on learning from the use of technology in the community.  It would 
be useful therefore to explore potential synergy between the development of a 
national framework for care home care and the national framework agreement 
for telecare/ telehealth which Scotland Excel already manages on behalf of 
Scotland’s councils/Health and Social Care Partnerships. 
 

12.9 Procuring care home services requires a detailed understanding of both social 
care and procurement legislation.  The Scottish Government have deemed 
care services as having such an impact on the quality of life and health of 
people that they have designed specific guidance to govern the way services 
are purchased.18  There have been changes to procurement legislation and 

                                            

18
  Guidance on the Procurement of Care and Support Services 2016 (Best Practice) 
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guidance which merit a new look at the present procurement approach and 
there are a number of outcomes which people using services, providers and 
councils/Health and Social Care Partnerships require, including 

 

 an emphasis on outcomes and choice; 

 a national approach to the rate and terms and conditions but with local 
variation to suit local circumstances; 

 new care models which meet the need for increased rehabilitation and 
respite and increased use of technology e.g. telehealth care; 

 affordability of care home services against tight budget settlements; 

 need to support choice of care homes against increasing numbers of 
homes not accepting council contracts and not offering a council rate 
when people have exhausted their own funds; and 

 a more commissioned approach through joint strategic commissioning 
plans where currently the market decides where to build homes.   

 
12.10 There is a growing consensus for a national arrangement that continues to 

provide a national base rate, but with opportunities for local variation to 
respond to the changing landscape.   

 
Summary: 
 
Procuring care home services requires a detailed understanding of both social care 
and procurement legislation.  The Scottish Government has designed specific 
guidance on the way care services are purchased.19  As a result of changes to 
procurement legislation and guidance, a fresh look at the present approach is 
required.  Outcomes that any new approach will need to incorporate include: 

 

 a new emphasis on local variation to suit local circumstances, for example 
different reflecting different workforce skills shortages, while still maintaining a 
national approach on rates and terms; 

 new care models which respond to the need for increased rehabilitation and 
respite and increased use of technology; 

 affordability of care home services against tight budget settlements; 

 need to support choices for people against increasing numbers of homes not 
accepting publicly funded care and not offering the national rate when people 
have exhausted their own funds; 

 Councils/Health and Social Care Partnerships commissioning care home 
services rather than market decisions taken by providers.   

 

 
  

13 Risks and Issues 

13.1 The management of risk within the sector has been highlighted as a key 
priority for both commissioners and providers.  The Care Quality Commission 
(CQC) in England commissioned a report concerning “The Stability of the 
Adult Social Care Market and Market Oversight in England (2014)20”.  This 

                                            

19
  Guidance on the Procurement of Care and Support Services 2016 (Best Practice) 

20
 http://www.cqc.org.uk/sites/default/files/institute-of-public-care-market-oversight-report-cqc-summary.pdf 
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follows high profile cases of care home collapse due to financial issues. The 
report highlighted a number of issues in the care home market:  
 

 The more internationally diverse the ownership of the market is, the more 
difficult it is to understand the total financial position of the market; 

 The management of debt within the sector is a critical issue for providers; 

 Recruiting a well trained and paid workforce is a key concern for the 
market; 

 The greatest risk of business failure lies when a provider does not own 
their own property and when they have a higher concentration of homes in 
less affluent areas; and 

 A combination of rise in property value reduced council funding and 
increased regulation may mean providers exit the market. 

 
13.2 The issues identified by the CQC are also reflected in the care home market 

in Scotland, where there are a small number of care home providers with 
significant share of the market.  Some of these providers have complex 
company organisations making it difficult to assess their financial position.  
Difficulties in recruiting and retaining staff are also prevalent in Scotland.  
Currently there is no national information on the extent of the separation of 
care and property ownership. 

 
13.3 The CQC have been given the duty of providing market oversight of the 

financial health of care homes within England.  This ensures that early 
warning signs are available to provide local authorities with time to ensure 
continuity of service is preserved in the event of large provider failing.  There 
is currently no similar arrangement in Scotland. The Task Force for the Future 
of Residential Care in Scotland recommended that ‘a compulsory risk register 
should be devised ….. to provide an early warning system for care providers 
experiencing challenges to the continuity of care21.’ The Task Force 
suggested the following risk indicators should be considered: 

 

 Financial health (credit rating); 

 Organisational structure; 

 Market concentration; 

 Quality (Care Inspectorate grades); 

 Stability of care home management; 

 Use of agency staff; 

 Occupancy; and 

 Profitability. 
 
13.4 To date the Task Force recommendation has not been progressed, however 

Scotland Excel has been exploring the potential for a voluntary information 
sharing scheme with care home providers.  Two sessions have been held with 
Scottish Care and eight of the top 20 providers in Scotland in terms of council 
expenditure. It is hoped this voluntary information sharing will provide financial 

                                            

21
 http://www.gov.scot/Resource/0044/00444581.pdf 
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information which can be used to reduce the potential for, and impact from, 
provider failure. 

  
13.5 Feedback from Scottish Care indicated that providers were willing to consider 

the sharing of financial information, but are keen to ensure that any system 
also considers the impact of commissioning decisions have on financial risk.   

 
13.6 The cost of care home care continues to be an inherent risk in terms of 

affordability, best value and sustainability.  For this reason a Cost of Care 
Calculator is being developed by Scotland Excel in partnership with providers.  
The calculator underpins fee negotiations by providing a tool to examine care 
home costs in detail, while allowing for more effective scenario planning in 
response to potential policy decisions, for example the implementation of the 
Scottish Living Wage.   

 
Summary: 
 
The Care Inspectorate ensures that all homes meet the National Care Standards.  The 
Care Inspectorate does not monitor the contracts put in place by councils/Health and 
Social Care Partnerships.  Locally councils/Health and Social Care Partnerships 
undertake robust contract management activity linked to their statutory adult 
protection and care management duties for some of the most vulnerable people 
accessing services.  This has produced some success in relation to management of 
service performance, with the majority of the care home sector delivering good care 
– 72% of all private sector homes have grades of 4 or more for all quality themes 
rising to 78% for public sector homes and 76% for homes provided by the voluntary 
sector.   
 
It is however often difficult to access all the information for providers who operate 
across council boundaries.  To help reduce duplication of effort, a national 
framework could share the monitoring burden for providers and councils/Health and 
Social Care Partnerships.  Commercial aspects and community benefits could be 
monitored at a national provider level, leaving councils/Health and Social Care 
Partnerships free to monitor outcomes for people at the care home level in line with 
their statutory care management and adult support and protection responsibilities. 
 

 
 
 

14 Procurement Options 

14.1 When considering how to procure care home care services, people living in 
care homes must continue to have their right to choose where to live 
respected.   

 
14.2  However, we procure services we must do so in line with the light touch 

procurement regime, which means publicising the opportunity and award and 
ensuring that providers are competent to deliver services by considering 
whether any of the mandatory grounds for exclusion apply22.   

                                            

22
  The Procurement Reform (Scotland) Act 2014 S.27;  http://www.legislation.gov.uk/asp/2014/12/section/27 
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14.3 There are a number of procurement options that could be employed.  These 

include: 
 

 open procedure;  

 restricted procedure; 

 competitive procedure with negotiation;  

 competitive dialogue; 

 innovation partnership; 

 negotiated procedure prior to publication; 

 framework agreements; and 

 dynamic purchasing systems. 
 

Appendix 3 sets out these options in more detail although the process most 
closely aligned to the present purchasing arrangements are a negotiated 
procedure and then award of contract and publication.  

  
14.4 In addition, there are a number of non-procurement options which may also 

be considered sitting outside of the procurement rules, as referred to in the 
Directive on public procurement (Directive 2014/24/EU).   

 
14.5 A non-procurement option in the form of a Qualified Providers’ List could be 

developed for this sector.  Whilst qualified list systems are not new, 
completing a centralised one at a national scale for this value in this market 
has not been done before.  This means that the practical 'mechanics' of how 
the arrangement is put in place (for example, what procedures are followed, 
who implements and how it is maintained) need to be co-produced with 
stakeholders. 

 
14.6 A Qualified Providers’ List developed and administered by Scotland Excel at a 

national level would facilitate the co-ordination of market intelligence across 
Scotland and support the production of local Joint Strategic Commissioning 
 and Market Facilitation Plans.  It would also help to reduce bureaucracy for 
councils/Health and Social Care Partnerships and providers by establishing 
one list rather than 32 from which councils/Health and Social Care 
Partnerships could award contracts as required. 

  
14.7  In this type of service environment, Scotland Excel proposes a shared 

contract management approach as shown in Figure 17 below: 
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Figure 17: Contract Management Model 
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14.8 This contract monitoring system is founded on a number of key objectives: 

 outcomes monitoring aligned to care management responsibility; 

 care home service performance monitored as at present by 
councils/Health and Social Care Partnerships who award individual 
contracts and have a legal obligation to ensure that services are delivered; 
and 

 provider performance across several councils/Health and Social Care 
Partnerships monitored at a national level in addition to the gathering of 
national intelligence to support future procurement and contract 
development. 
 
 

Summary: 
 
Reform of the NCHC and consideration of the most appropriate national framework 
to deliver different care models and meet national and local objectives, takes place 
against the background of increasing demand, increasing costs and reducing 
council budgets.  It also needs to take into account rising expectations of quality 
and value for money for people using services, particularly if people are self-funding 
their care.  This means that commissioners and the sector need to jointly find a 
mechanism to absorb costs in the future while preserving and improving quality.  
This could be in terms of reducing bureaucracy (doing once not several times), 
innovating in new care provision (increasing use of telecare/telehealth) and 
simplifying the system.  Consideration of these areas generates a range of options 
at either a national or local level: 
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 Do nothing – this would not meet the need to ensure continued choice for people 
accessing care home services and the desire on the part of commissioners and the 
sector for new arrangements; 

  

 Develop a Qualified Providers List with co-produced criteria - this meets current 
procurement legislation to ensure contracts are published and placed with providers 
suitably qualified to deliver services.  A national approach would offer opportunities 
to reduce bureaucracy and burden on providers and councils/Health and Social Care 
Partnerships by doing qualification checks once and freeing up time for local 
engagement on new approaches; 

  
Develop a national framework arrangement based on a national rate with local 
variation to accommodate rural/urban and other local factors.  This would have to be 
co-produced with people using services and their carers and the sector.  It would 
deliver clarity around the choice of services available to people and deliver 
consensus on local variation. 

 

 
 

15 Conclusion 

15.1 This strategy has been developed with the key aim of improving the 
procurement of care home services for the benefit of the people who use 
them, as well as being cognisant of the providers who deliver them and the 
need to support sustainability.    

15.2  Care homes are a vital part of care services for older people and as the 
national centre of procurement expertise for councils we are keen to do all we 
can to support social care reform and the future provision of this service.   
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Appendix 1: Legal and policy framework 

There has been a large volume of new legislation, strategy and policy work 
supporting good care for older people with the primary objective of supporting older 
people in their own home or a homely setting for as long as possible.   Although not 
a comprehensive list some of the key legislation and policies are set out below.  
 
Reshaping Care for Older People Programme 
One of the most prominent programmes for change has been the Reshaping Care 
for Older People Programme (RCOP) which is a partnership between COSLA, 
Scottish Government and the NHS for the care strategy from 2011 – 2021 and 
focuses on care for older people within a multitude of settings.  The programme has 
the following priorities: 
 

 Prioritise preventative spending 

 Empower individuals and communities 

 Have organisations work closely together to deliver services; and 

 Improve efficiency 
 
These priorities have taken the emphasis away from hospital and long-stay care 
towards preventative and community-based services that older people can access. 
The RCOP programme has also focused effort to develop the Change Fund which is 
a fund established by the Scottish Government to enable health, social care, 
housing, independent and third sector partners to implement local plans in order to 
improve outcomes for older people.  The Change Fund allows different partners to 
combine their resources and create projects spanning multiple sectors, overall 
improving the kind of services available to older people. 
 
Audit Scotland has prepared an audit assessing the progress of RCOP and the 
Change Fund over the first three years.  It described mixed results with regard to the 
implementation of the programme.  There was little progress in terms of moving 
money and resources into community-based services in both the NHS and 
Councils/Health and Social Care Partnerships, which was hindered by a lack of 
leadership.  The Change Fund initiative has been used effectively to drive small 
scale initiatives, although the outcomes of these were not always measured 
effectively.  Finally, current national performance measures did not reflect recent 
changes in policy and measures were not always focused on outcomes.  The Audit 
Scotland report made recommendations for key stakeholders to make better use of 
information and data available and ensure that this informs project direction as well 
as performance measures in order to deliver improved care to older people. 
 
The Task Force for the Future of Residential Care in Scotland (2014)  
The Task Force for the Future of Residential Care in Scotland (2014) report provides 
guidance particularly on the direction and issues relating to the care of older people 
within care homes.  The majority of recommendations focused on ensuring that care 
needs of the future are planned for today, with a focus on the care home market 
being innovative and responsive to demographics needs and being transparent with 
regard to financial and quality information.  Its recommendations include 
stakeholders working together at a local and national level to ensure that strategies 
were developed in the most appropriate way. 
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Regulation of Care (Scotland) Act 2001  
This Act set up the Care Commission in 2002 which regulated all adult, child and 
independent healthcare services in Scotland.  In 2011, the Care Commission 
became the Care Inspectorate (CI).  The CI ensures all providers meet the National 
Care Standards which promote: 
 

 dignity 

 privacy 

 choice 

 safety 

 realising potential; and 

 equality and diversity 
 
The CI assess care homes on four different quality themes; Care and Support, 
Environment, Staffing, Management and Leadership.  The home is awarded a grade 
for each of these themes from 1 (unsatisfactory) up to 6 (excellent).  A full report is 
collated and published on the CI website 
 
Free Personal and Nursing Care (The Community Care and Health (Scotland) 
Act 2002) 
This Act ensures free personal care is available for everyone aged 65 and over in 
Scotland who has been assessed by the council as needing it either within their own 
home or a care home setting.  Care home prices reflect the additional costs of 
nursing care where appropriate 
 
Mental Health (Care and Treatment) (Scotland) Act 2003 
This Act outlines when anyone suffering from a mental health condition (including 
dementia and Alzheimer’s) can receive treatment against their will or what treatment 
decisions can be made and by whom, if they are unable to make decisions 
themselves due to lack of capacity.  This may include stays in hospital and certain 
types of medication.  The Act has a set of guiding principles, focussed on respect for 
all parties involved and ensuring decisions provide the best outcome for the service-
user. 
 
National Dementia Strategy (2010) 
The strategy provides guidance and direction for Scotland to become a world-class 
leader in dementia care.  Key points include that all patients are entitled to dignity 
and respect and that diagnosis, information, support and care all need to be 
improved in order to tackle dementia.  Alzheimer Scotland provides in-depth 
dementia specific training in line with the strategy that can be accessed by a wide 
variety of different individuals, including carers and nursing staff 
 
Public Bodies (Joint Working) (Scotland) Bill 2014 
The integration of NHS and council budgets will allow for joined up commissioning to 
occur across council areas.  Commissioners in the NHS and council staff will 
develop shared vision, plans and budgets (where appropriate) and this should lead 
to more integrated care and an improved quality of care for older people in particular  
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Self Directed Support 
The Social Care (Self-directed Support) (Scotland) Act 2013 requires 
Councils/Health and Social Care Partnerships to offer individuals choice over how 
they receive their social care support.  The legislation is designed to enable 
individuals and their families to put in place the specific support they require to meet 
their personal circumstances and desired outcomes. The legislation sets out four 
options: 
 

 Option 1 – Direct payment to the supported person; 

 Option 2 – Selection of support by the supported person with 
arrangements made by the council; 

 Option 3 – Selection of support by the council for the supported person 
with arrangements made by the council; and 

 Option 4 – Different options used for different elements of a person’s care 
and support.  

 
How this might be applied within the context of a residential care setting is complex 
since the legislation currently prohibits direct payments for persons to whom the local 
authority has decided to provide or arrange for the provision of residential 
accommodation or residential accommodation with nursing for a period in excess of 
4 consecutive weeks in any period of 12 months.  In other words, this prohibition 
currently applies to long term residential care.23 The legislation was revised in 2015 
to enable 2 Councils - East Renfrewshire and Moray - to run a pilot scheme whereby 
direct payments were able to be offered in these circumstances. 24 
 
 
Procurement of Health and Care Guidance 

The Procurement Reform (Scotland) Act 2014, Public Contracts (Scotland) 
Regulations 2015 and accompanying statutory guidance (the Procurement of Care 
and Support Services Guidance) replaced past social care procurement guidance 
and legislation, moving away from the terminology of ‘part B’ contracts to a new ‘light 
touch regime’.  The new statutory regime applies to all social care procurements of 
£50,000 and above and while this includes some additional requirements which will 
impact on council procurements it provides welcome clarity around above threshold 
social care procurements.   

  

                                            

23
 The Self-directed Support (Direct Payments) (Scotland) Regulations 2014, SSI 2014 No., 25, 

Regulation 10 

24
 The Self-directed Support (Direct Payments) (Scotland) Amendment Regulations 2015, SSI 2015 

No., 319 
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Appendix 2: Core suite of health and wellbeing indicators 

Outcome indicators based on survey feedback to emphasise the importance of a 
personal outcomes approach and the key role of user feedback in improving quality. 
While national user feedback will only be available every 2 years, it is expected that 
Integration Authorities’ performance reports will be supplemented each year with 
related information that is collected more often. 
 
1. Percentage of adults able to look after their health very well or quite well. 
2. Percentage of adults supported at home who agree that they are supported to 

live as independently as possible. 
3. Percentage of adults supported at home who agree that they had a say in how 

their help, care or support was provided. 
4. Percentage of adults supported at home who agree that their health and care 

services seemed to be well co-ordinated. 
5. Percentage of adults receiving any care or support who rate it as excellent or 

good 
6. Percentage of people with positive experience of care at their GP practice. 
7. Percentage of adults supported at home who agree that their services and 

support had an impact in improving or maintaining their quality of life. 
8. Percentage of carers who feel supported to continue in their caring role. 
9. Percentage of adults supported at home who agree they felt safe. 
10. Percentage of staff who say they would recommend their workplace as a good 

place to work.* 
 
Indicators derived from organisational/system data primarily collected for other 
reasons. These indicators will be available annually or more often.  
 

11. Premature mortality rate. 
12. Rate of emergency admissions for adults.* 
13. Rate of emergency bed days for adults.* 
14. Readmissions to hospital within 28 days of discharge.* 
15. Proportion of last 6 months of life spent at home or in community setting. 
16. Falls rate per 1,000 population in over 65s.* 
17. Proportion of care services graded ‘good’ (4) or better in Care Inspectorate 

Inspections. 
18. Percentage of adults with intensive needs receiving care at home. 
19. Number of days people spend in hospital when they are ready to be discharged. 
20. Percentage of total health and care spend on hospital stays where the patient 

was admitted in an emergency. 
21. Percentage of people admitted from home to hospital during the year, who are 

discharged to a care home.* 
22. Percentage of people who are discharged from hospital within 72 hours of being 

ready.* 
23. Expenditure on end of life care.* 

 
* Indicator under development 
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Appendix 3: Procurement and non-procurement options25 

Procedure Type Advantages Disadvantages 

Open Procedure 
(Regulation 28) 

Standard single 
tender approach 

Familiarity and may 
be applied to give 
effect to many 
different modes of 
award. 

Not familiar to this 
market sector and 
could be viewed 
negatively.   

Restricted 
Procedure 
(Regulation 29) 

2 separate stages: 1st 
selection. Those who 
pass go forward to a 
separate 2nd stage, 
evaluation. 

Used to reduce 
numbers of bidders 

As above and: adds 
an additional layer of 
complexity and can 
be hard to manage in 
service areas where 
reduction of numbers 
may depend on other 
factors. 

Competitive 
Procedure with 
negotiation (CPN) 
(Regulation 30) 

Specific 
circumstances must 
be satisfied before 
use  

Can work in different 
ways, but Scotland 
Excel has used it in 
the past to ground 
negotiation in 
published  tender 
documents and 
specific requirements 
issued to the wider 
market in advance. 

Not designed for use, 
simultaneously, with 
large numbers of 
providers.  
Manageability with 
large numbers 
questionable – the 
Scotland Excel 
procedure involved 4 
bidders. 

Competitive 
Dialogue 
(Regulation 31) 

This is similar to 
CPN, but the tender 
is only issued after 
discussions.  Specific 
circumstances must 
be satisfied before 
use  

Enables provider 
dialogue. 

As above, 
manageability with 
large numbers likely 
to make this 
impractical. 

Innovation 
Partnership 
(Regulation 32) 

Primarily designed for 
research and 
development 
activities - unsuitable 
in NCHC context. 
Specific 
circumstances must 
be satisfied before 
use  

Facilitates long term 
‘partnership’ 
arrangements and 
detailed advance 
discussions. 

Specific 
circumstances must 
be met before use. 

                                            

25
 Reference in this part of the report is made to Regulations of the Public Contracts (Scotland) 

Regulations, 2015. 

 



 

Page 39 of 40 

 

 

Negotiated 
Procedure prior 
publication 
(Regulation 33) 

Standard negotiation 
procedure for use in 
specific 
circumstances 

Useful where a 
standard tender has 
failed to elicit 
responses or where 
additional services 
are required to 
existing project. 

Limited duration 
(awards may not 
exceed 3 years) and, 
again, practically, it 
would be very hard to 
manage this process 
with high numbers. 

Framework 
Agreements 
(Regulation 34) 

This is actually a 
method of operation, 
commonly used by 
Scotland Excel 
following use of the 
Open procedure. 

Flexible, facilitating 
both direct award 
under the framework, 
and further opening 
of competition via 
mini competitions. 

Main disadvantage 
generally perceived 
to be the ‘closed 
shop’ nature of the 
arrangement (no new 
entrants after tender 
award) and the 
restriction on duration 
(limited to 4 years for 
overarching f/work). 

Dynamic 
Purchasing 
Systems 
(Regulation 35) 

Electronic purchasing 
system, often 
considered to be an 
electronic version of a 
framework. 

Key advantage is that 
it is not a closed shop 
– new entrants can 
be admitted 
throughout its 
duration where 
suppliers meet and 
pass the exclusion 
and selection criteria. 

Described as for 
‘commonly available’ 
works, goods and 
services only, so 
perhaps not most 
suitable for quality 
services e.g. 
anticipates 
submission of 
electronic catalogues 
for competitions, etc. 

No facility for direct 
awards. 

Must be a wholly 
electronic process. 
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