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Abstract

This paper presents updated projections prepared for the Department of Health and Social Care
of demand for long-term care for older people and younger adults in England to 2043 and
associated future expenditure. The projections were produced using updated versions of the
Care Policy and Evaluation Centre’s aggregate long-term care projections models and the
CARESIM microsimulation model developed by Ruth Hancock. The projections cover
publicly funded social care for both older people and younger adults and privately funded social
care for older people.

The key findings of the research are:

. Public expenditure on social services for older people is projected to rise under the
current funding system from £12.4 billion in 2023 to £25.3 billion in 2043 at constant
2023 prices and under a set of base case assumptions about trends in the drivers of long-
term care demand and in the unit costs of care services.

. Public expenditure on social services for younger adults is projected to rise under the
current funding system from £13.5 billion in 2023 to £21.7 billion in 2043 at constant
2023 prices and under a set of base case assumptions about trends in the drivers of long-
term care demand and in the unit costs of care services.

These findings need to be treated with some caution. They are based on a set of assumptions
about future socioeconomic and demographic trends. They relate to current patterns of care and
the current funding system and do not take account of any of the funding reforms which have
been proposed in recent years. They do not allow for the potential impact of rising expectations
or other behavioural changes. Our estimates for the base year of 2023/24 take account of
mortality during the COVID-19 pandemic years through use of 2023/24 data on service users
and expenditure, but the projections do not take account of the potential future long-term
impacts of the pandemic on excess deaths, numbers of service users, or social care expenditure.
Nor do they take account of the implementation of the Employment Rights Bill or of Fair Pay
Agreements.



Introduction

This paper presents updated projections of demand for social care for older people (aged 65
and over) and younger adults (aged 18 to 64) in England to 2043, along with the associated
future expenditure. They cover publicly funded social care for both age groups and privately
funded social care for older people. They encompass both community-based services and
residential care.

The projections were produced using updated versions of the Care Policy and Evaluation
Centre’s (CPEC) ! aggregate long-term care projections models and of the CARESIM
microsimulation model developed by Ruth Hancock. The versions of the models used here
have a base year of 2023/24 and incorporate the Office for National Statistics (2025) 2022-
based principal population projections, data on the number of service users and on local
authority expenditure on social care (NHS England, 2024) and Office for Budget Responsibility
(Office for Budget Responsibility, 2024) economic assumptions that were available in October
2024. They do not take account of the unknown long-term impact of the COVID-19 pandemic
on numbers of service users or social care expenditure.

Description of models

The CPEC long-term care projections model

The CPEC long-term care projections models aim to make projections of four key variables:
the future numbers of disabled older people and younger adults, the likely level of demand for
long-term care services and disability benefits, the costs associated with meeting this demand
and the social care workforce required?. The three CPEC models, for older people, for younger
adults with learning disabilities and for other younger adult groups, are cell-based (macro-
simulation models) and take the form of Microsoft Excel spread-sheets.

The models do not make forecasts about the future. They make projections on the basis of
specific assumptions about trends in such variables as future mortality rates, disability rates
and unit costs of care. The approach involves simulating the impact on demand for care and
support of specified changes in demand drivers or specified changes in policy. It does not
involve forecasting future policies or future patterns of care. This means that the projections
reported in this paper should be treated as indications of likely future expenditures on care and
support if policies are unchanged and drivers of demand follow the specified trends. In practice
not only may drivers of demand not follow the assumptions, but also policies may change.
Since the purpose of the projections is to inform policy development it would not be helpful to
take account of views about possible policy changes.

The models are updated regularly as new data become available, in particular population
projections, data on numbers of people in care homes and numbers of users of home care
services, data on social care expenditure and estimates of the unit costs of care. The version of
the models used to make the projections in this paper utilises official 2022-based population

! Formerly the Personal Social Services Research Unit (PSSRU).
2 Workforce projections are not presented in this report.
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(Office for National Statistics, 2025) and indicative 2011-based marital status and living
arrangements projections (Office for National Statistics, 2018), data from the Health Survey
for England for 2011 to 2019 (NatCen Social Research, 2019), the 2005 PSSRU survey of older
care home admissions (Darton et al., 2006), data on residential care and home-based care,
expenditure data for 2023/24 and unit costs adjusted to 2023/24 prices (NHS England, 2024;
Office for National Statistics, 2023). Data and methods are discussed further in the Annex.

The CARESIM long-term care model

CARESIM is a microsimulation model which uses a sample of people aged 65+ living in
England from the UK Family Resources Survey (FRS) (Department for Work and Pensions,
2021) to simulate how much sample members would need to contribute to the costs of their
care, should they need care, under the current or variant funding systems.

The CARESIM model as used here produces projected trends in:

. The proportion of older people by age group, gender and household composition who
(a) own their home and (b) left full-time education aged 16+ years,

. The proportion of older service users, by type of care package, who are required to fund
their own care privately under the provisions of the current means test,

. The proportion of the gross weekly costs of publicly funded care, by type of care
package, which older service users are required to meet in user charges.

To produce these last two sets of proportions, projections of the number and characteristics
(age, gender, marital status, homeownership, and educational level) of older service users from
the CPEC model are used as weights so that the CARESIM sample of people aged 65+ is
rendered representative of the projected population of older service users. The weights are
applied to the sample drawn from the FRS in the base year. For future years, CARESIM ‘ages’
individual members of the FRS sample and then applies the weights from the CPEC model.
Further details of the model are given in the Annex.

Base case assumptions

The models produce projections based on specific assumptions about future trends in the key
drivers of demand for long-term care. The main assumptions used in the base case are
summarised in Box 1 and Box 2 below. The base case projections take account of changes in
factors exogenous to long-term care policy, such as demographic trends. They hold constant
factors endogenous to long-term care policy, such as patterns of care and the funding system.

There is ample scope to debate these base case assumptions. It could be argued for example
that mortality rates in old age will fall more rapidly than official projections, disability rates
may rise (or fall), the supply of unpaid care by adult children may not rise in line with needs,
the supply of residential care may not rise in line with severe disability and/or average earnings
in the care sector may rise by more than the OBR assumption on productivity. We have
conducted a wide range of sensitivity analyses on these issues in this and previous studies (e.g.,
Wittenberg et al. 2006, 2011, 2018; Hu et al., 2025). More recently we have conducted analysis



of past trends in some of the key drivers of older people’s demand for care which has informed
our base case assumptions and the design of the sensitivity analysis (Hancock et al., 2024).

_Box 1: Base case assumptions affecting all groups

« The number of people by age and gender changes in line with the Office for National
Statistics (ONS) 2022-based principal population projections.

« The proportions of people receiving unpaid care, formal community care services,
residential care services and disability benefits remain constant for each sub-group by age,
disability and other needs-related characteristics.

« Health and social care unit costs rise in real terms in line with Office for Budget
Responsibility (OBR, 2024) assumptions for future trends in productivity, except that non-
labour non-capital costs (assumed £150 per week in care homes and 15% of weekly cost
for community care) remain constant in real terms (Homecare Association, 2021; Laing,
2023). An uplift in unit costs is included for the years to 2025 to take account of the rises
in employer national insurance contributions (ENICs) and the national living wage (NLW),
which is assumed to affect 55.4% of the care bill based on analyses of data in “The state of
the adult social care sector and workforce in England 2024 report (Skills for Care, 2024).
Further details of this method are discussed in the Annex. No allowance is made for the
NLW to increase faster than OBR productivity assumptions after April 2025.

« The current social care funding system (i.e., the structure of the means testing rules) will
remain unchanged, although thresholds for means testing are uprated in the projection
years (see below).

« Real Gross Domestic Product (GDP) rises in line with OBR projections published in
October 2024 (OBR, 2024).

« The supply of formal care will adjust in line with demand, and demand will be no more
constrained by supply in the future than in the base year.

+ Monetary values are expressed in base year prices (i.e., 2023/24) using known or forecast
movements in the GDP deflator.



Box 2: Base case assumptions affecting specific groups

Assumptions affecting older people

Marital status rates change in line with the ONS (2018) ad hoc 2011-based marital status
and living arrangements projections.

There is a constant ratio of single people living alone to single people living with their
children or with others and of married people living with partner only to married people
living with partner and others.

Prevalence rates of disability in old age by age group (65-69, 70-74, 75-79, 80-84, 85+) and
gender remain unchanged, as reported in the Health Survey for England 2011 to 2019.
Homeownership rates and educational rates for older people change in line with projections
produced by the CARESIM model. These generally involve continuing increases in owner-
occupation rates, at least for the first 15 years of the projection and for the oldest age groups,
but rates vary according to age, gender and living arrangements. See Hancock et al. (2006)
for projection methodology and previous results and Hancock et al. (2024) for a discussion
of the uncertain impact of recent declines in homeownership amongst younger people). The
projections also suggest consistent and substantial increases in the proportion of older people
who left full-time education after age 15 (results available on request).’

The proportion of older care recipients whose care is privately funded varies in line with
projections from the CARESIM model. These projections are for small rises in this
proportion across the projection period for all care types. See Wittenberg et al. (2002,
appendix Table 3.3) for previous results.

The proportion of the costs of publicly funded care met by older service users through user
charges also changes in line with projections from the CARESIM model.

Beyond announced values, monetary parameters within the long-term care and social
security systems are assumed to maintain their values relative to known or forecast
movements in the CPI except:

o capital thresholds are held at their 2023/24 levels for 2024/25 and linked to CPI
growth thereafter.

o the new State Pension for those reaching state pension age from April 2016 and Basic
State Pension for others are uprated by the ‘triple lock’ (the highest of CPI inflation,
average earnings growth or 2.5%).

o the Guarantee Credit level within Pension Credit, and other means-tested pensioner
benefits are linked to average earnings growth.

o the NHS contribution to nursing care in nursing homes is linked to productivity growth.

o once it has fallen to the level of the Guarantee Credit, the income threshold in the
home care means test is linked to average earnings, as is the Personal Expenses
Allowance in residential care from that point.

Assumptions affecting vounger adult groups

The proportions of younger adults by age and gender who receive care services remain
constant over time for the physical disability and mental health conditions groups.

The national prevalence of learning disability by age and severity is as in the Sheffield
Learning Disability Register and changes over time accounting for children with learning
disability reaching age 18 years and mortality among adults with learning disability.

A higher proportion of people with profound and multiple learning disability than with
severe learning disability receive residential care and a higher proportion of people with
severe learning disability than with moderate learning disability receive community care.




Projections under base case assumptions

Projections for older people

The ONS 2022-based principal population projections for England project that the overall older
population of England aged 65 and over will rise from 10.8 million in 2023 to 14.3 million in
2043 (rise of 32%). The population aged 85 and over is projected to rise much more rapidly,
from 1.4 million in 2023 to 2.5 million in 2043 (rise of 71%).

Under the base case assumptions, the numbers of disabled older people, defined as those unable
to perform at least one instrumental activity of daily living (IADL) or having difficulty
performing or inability to perform without help at least one activity of daily living (ADL),
would rise by 42%, from 3.7 million in 2023 to 5.3 million in 2043. The number of older people
with more severe disability, that is, unable to perform without help (or at all) one or more ADL
tasks, would increase by 44% between 2023 and 2043, from 1.7 million to 2.5 million (Figure

1).
Figure I - Projected number of disabled older people (millions) in England, 2023-2043
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The number of disabled older people receiving care from a spouse or partner is projected to
increase by 27%, from 1.1 million in 2023 to 1.4 million in 2043. The number of people
receiving care from an adult child is projected to increase by 44% from 1.0 million in 2023 to
1.5 million in 2043 (Figure 2). These projections are based on the base case assumptions that
the proportion of older people receiving care from their children is to remain the same by age,
gender and other characteristics as it is today. Whether the supply of care by children will
actually rise in line with need is very uncertain (Pickard et al., 2007, 2012).
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Figure 2 - Projected number of unpaid care recipients (thousand persons) by carer, 2023-2043
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The number of older users of local authority funded home care services or direct payments
(cash in lieu of services) for home care is projected to rise from 236,360 in 2023 to 408,270 in
2043 (an increase of 73%), to keep pace with demographic pressures (Figure 3). The number
of users of privately funded home care is projected to rise by 70% between 2023 and 2043,
from 124,140 to 211,410. The number of older people in local authority funded residential care
(including care in nursing homes) will need to rise by 38%, from 149,090 in 2023 to 205,560
in 2043 to keep pace with demographic changes. The number of privately funded residents is
projected to rise by 74% over this period, from 136,990 to 238,860 (Figure 3). The main reason
for this difference in projections between publicly and privately funded residents is the
projected rise in the proportion of older people who own their own home and so are generally
not eligible for local authority support.

Public net expenditure on social services for older people (i.e., public expenditure net of user
charges) is projected to more than double (an increase of 104%) under the current funding
system from around £12.4 billion (0.53% of GDP) in 2023 to £25.3 billion (0.76% of GDP) in
2043 at constant 2023 prices (Figure 4). Net public expenditure on community-based care is
projected to rise more rapidly than net public expenditure on residential care (136% as against
87%) over the period 2023 to 2043 (Figure 4).
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Figure 3 - Projected number of older service users (thousands) by type of care and funding
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Figure 4 - Projected local authority net expenditure on social care for older people, in £billion
at 2023 prices and as proportion of GDP, by type of service (residential, community, other),
2023-2043
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Private expenditure is projected to rise from £10.6 billion in 2023 to £24.9 billion in 2043, an
increase of 135%. Total expenditure on social services for older people is projected to rise by
115%, from £26.3 billion (1.12% of GDP) in 2023 to £56.4 billion (1.70% of GDP) in 2043 at
constant 2023 prices (Figure 5). It should be noted that the figures for base year private
expenditure are estimates drawn from various sources on the numbers of privately funded care
home residents, the numbers of privately funded home care users and the weekly costs of
privately funded care. This means that the projections for private expenditure should be treated
with caution.

Figure 5 - Projected expenditure on social care for older people, in £billion at 2023 prices, by
expenditure type (private, net public, user charges) and as a proportion of GDP, 2023-2043
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Long-term care expenditure for older people is highly concentrated in the oldest old groups.
Expenditure per person aged 65 to 69 is £383 per year, rising to £524 for those aged 70 to 74,
£962 for those aged 75 to 79, £2,150 for those aged 80 to 84, and £5,875 for those aged 85 and
over. Indexed to the youngest age group (65 to 69 = 100), per capita expenditure for the 85 and
over group is over fifteen times higher (index value 1,534). Those aged 85 and over account
for just 13% of the population aged 65 and over, yet they account for over half (52%) of total
public expenditure on social care for older people. More details about the age cost curve of
long-term care expenditure for older people can be found in the Annex.

Projections for younger adults

According to ONS 2022-based principal population projections for England, the total number
of people aged 18 to 64 will rise by 10.8% between 2023 and 2043, from 35.2 million in 2023
to 39 million in 2043, but the projected change varies by age group. For the physical disability
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and mental health groups our projections are based on these ONS population projections but
for LD we use a different approach.

The LD model produces projections of the number of adults with LD in England from 2023 to
2043 in a few key stages. The model estimates the future annual ‘inflow’ into adulthood at age
18 of children with LD, using data from the National Pupil Database (NPD). The prevalent
number of adults with LD in England by age and severity of LD is estimated using data from
the Sheffield Case Register. The national prevalence of LD, by age and severity, is assumed to
be the same as in Sheffield. The future annual ‘outflow’ of adults is estimated based on
mortality rates by age and severity using English Learning Disability Mortality Review
(LeDeR) data from the University of Bristol (2018, 2019) and King’s College London (2021,
2022). Further details about this model are in the Annex.

The younger adults’ long-term care model projects two key variables: the future numbers of
younger adult service users, by care setting and primary support need (i.e., physical disability
and mental health conditions), and the costs to local authorities of care for them. This model is
a cell-based model which is similar to the older people’s cell-based model but much simpler
since considerably less data are available for younger adult people with care needs. The absence
of data on the prevalence of care needs among this group means that the younger adults’ model
does not produce projections of numbers of physically disabled younger adults or of younger
adults with mental health conditions. Further details about this model are given in the Annex.

For younger adults, the numbers of users with learning disability of local authority home care
services or direct payments are projected to rise by 22% between 2023 and 2043, from 107,750
in 2023 to 131,670 in 2043 (Figure 6). The numbers of physically disabled users of local
authority home care services or direct payments would need to rise by 11% between 2023 and
2043, from 69,890 to 77,380. The numbers of users of home care services and direct payments
with mental health difficulties would need to rise by 12.7% between 2023 and 2043, from
41,720 to 47,030, to keep pace with demographic pressures.

The number of younger adults with LD in local authority funded residential care is projected
to rise by 19.9% between 2023 and 2043, from 19,850 to 23,800 (Figure 6). The number of
physically disabled younger adults in local authority funded residential care would need to rise
by 10.4% between 2023 and 2043, from 7,690 to 8,490. The number of younger adults with
mental health needs in supported residential and nursing care is projected to increase by 11.6%
between 2023 and 2043, from 10,310 to 11,510.

Public expenditure on social care services for younger adults (net of user charges) is projected
to rise by 61%, from £13.5 billion (0.58% of GDP) in 2023 to £21.7 billion (0.65% of GDP)
in 2043 at constant 2023 prices (Figure 7). Public expenditure on community-based care is
projected to rise by 60%, from £8.2 billion in 2023 to £13.1 billion in 2043. Public expenditure
on residential care is projected to rise by 64.5%, from £4.0 billion in 2023 to £6.6 billion in
2043 (Figure 7).
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Figure 6 - Projected number of younger adults receiving adult social care services (thousands),
2023-2043
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Figure 7 - Projected local authority net expenditure on social care for younger adults in
England, in £billion at 2023 prices and as proportion of GDP, 2023-2043
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Conclusions

Public expenditure on social services for older people, net of user charges, is projected to rise
by 104% under the current funding system from £12.4 billion (0.53% of GDP) in 2023 to £25.3
billion (0.76% of GDP) in 2043 at constant 2023 prices and under a set of base case
assumptions about trends in the drivers of long-term care demand and in the unit costs of care
services. The equivalent for social services for younger adults is a projected rise by 61%, from
£13.5 billion (0.58% of GDP) in 2023 to £21.7 billion (0.65% of GDP) in 2043 at constant
2023 prices. Total public expenditure on social services for older people and younger adults is
projected to rise by 82% under the current funding system from around £25.9 billion (1.10%
of GDP) in 2023 to £47.2 billion (1.42% of GDP) in 2043 at constant 2023 prices.

Due to population ageing and projected real rises in social care pay rates, social care
expenditure will continue to rise rapidly in the following decades. The findings in this report
illustrate the importance of promoting healthy ageing and other measures which seek to ensure
that the prevalence rates of diseases do not follow recent trends or at least that their disabling
effects are mitigated (Kingston et al., 2017; World Health Organisation, 2017). The existing
literature stresses that the prevention of chronic illness, disability and dependency plays a
crucial role in the improvement of older people’s quality of life and subjective well-being
(Gobbens & Van Assen, 2014).

The analysis shows that the number of disabled older people receiving unpaid care is projected
to rise by nearly 38% over the next 20 years if the probability of receiving unpaid care remains
constant. It is not clear however that the supply of unpaid care will rise to meet this demand
(Pickard et al., 2007, 2012). Unpaid care, particularly by the adult children of disabled older
people, may not increase so rapidly in future, as a result of such factors as an increase in
childlessness (Brimblecombe et al., 2018). If the supply of unpaid care does not increase to
meet demand, the demand for formal services would rise faster than under the base case, as we
have shown in sensitivity analyses in previous work (Hu et al., 2025).

The analysis assumes that the unit costs of care, such as the labour and capital costs of an hour’s
home care, will rise in line with OBR projections for rises in productivity (subject to an
adjustment in 2025 for the increase in the national living wage (NLW) and employer national
insurance contributions (ENICs)). There is scope for debate about whether wages in the care
sector will rise in line with average earnings, and we have conducted sensitivity analyses on
this assumption in previous studies (Hu et al., 2020; Wittenberg et al., 2018) .

The social care sector is closely linked to the rest of the economy. Changes in economic and
social policies may have profound consequences for the sector, which amplifies the
uncertainties relating to future care costs. Therefore, it is crucially important to regularly and
closely monitor the changes in the demographic and economic contexts and evaluate their
consequences for the social care sector so that policymakers will be better prepared to address
the economic implications of population ageing and rising demand for long-term care.

The models produce projections of future public expenditure on social care for older people
and younger adults based on a specified set of base case assumptions. This set of assumptions
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seems plausible but is clearly not the only possible set. This means that the projections should
not be regarded as forecasts of the future. Additionally, they do not constitute the total costs to
society of long-term care. That would require the inclusion of the costs of a wider range of
services to a wider range of public agencies and service users and the opportunity costs of
unpaid care. Finally, it should also be stressed that no allowance has been made here for
changes in public expectations about the quality, range or level of care. Nor do our projections
account for the implementation of the Employment Rights Bill or of Fair Pay Agreements. The
long-term impact of the COVID-19 pandemic also remains uncertain. Despite these caveats,
the projections are valuable for government Spending Reviews and may assist the current
inquiry into social care (see https://caseycommission.co.uk/).
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Annex
Older people’s macrosimulation projection model

The CPEC long-term care projections model aims to make projections of four key variables:
the future numbers of disabled older people, the likely level of demand for long-term care
services and disability benefits for older people, the costs associated with meeting this demand
and the social care workforce required. The model does not make forecasts about the future. It
makes projections on the basis of specific assumptions about future trends. The approach
involves simulating the impact on demand of specified changes in demand drivers, such as
demographic pressures, or specified changes in policy, such as the introduction of a lifetime
cap on care costs or increased capital limits. It does not involve forecasting future policies or
future patterns of care.

The model is cell-based (a macrosimulation model) and takes the form of a Microsoft Excel
spreadsheet. It consists of five main parts. The first part estimates the numbers of older people
with different levels of disability by age group, gender, household type, education and housing
tenure. The second part estimates the levels of long-term care services required, by attaching a
probability of receiving health and social care services to each cell. The third part of the model
estimates total health and social services expenditure, and, in the fourth part, total expenditure
is allocated to the various sources of funding. Finally, a fifth part relates to the social care
workforce.

The first part of the model divides the older population according to a number of characteristics
relevant to the use of services, such as the level of functional disability, marital status, whether
living alone, with a partner or children, education and housing tenure. The model uses the
Office for National Statistics 2022-based population projections as the basis for the numbers
of people by age band and gender in each year under consideration until 2043. The projected
older population by age band and gender are separated into disability groups. Disability is a
crucial factor in considering need for long-term care, as it is disability rather than age which
influences need for care. The model uses as a measure of disability the ability to perform
activities of daily living (ADLs) and instrumental activities of daily living (IADLs). The
section on disability in the model uses data from the Health Survey for England (HSE) 2011 to
2019. It includes six categories of functional disability, ranging from no disability to inability
to perform three or more activities of daily living (ADL) without help.

The older population by age, gender and disability is then further broken down by marital status
and household composition. The marital status classification in the model is based, in the first
instance, on de facto marital status. Older people who are married or cohabiting are
distinguished from those who are single, separated, divorced or widowed. Married older people
are further broken down into couples living alone or couples living with others. For older
people who are single, separated, divorced or widowed, they are broken down into those living
alone, living with children, or living with other people. The section on marital status and
household composition uses data from the indicative 2011-based marital status and living
arrangements projections published by the Office for National Statistics (2018).
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The model includes, for those living in private households, a simple breakdown by housing
tenure, between those living in owner-occupied tenure and those living in rented
accommodation. One reason for the inclusion of housing tenure is that it can be regarded as a
simple proxy for socioeconomic groups. In addition, in the case of older people living alone,
housing tenure can have an impact on their eligibility for receiving financial support from their
local authority if they are admitted to a care home. The current means test for public support
in care homes generally takes account of the value of the person’s home (unless it is occupied
by their spouse or an older or disabled relative). This means that older homeowners who live
alone generally need to fund their residential care privately, while older tenants and older
homeowners living with their spouse are often eligible for public funding.

The model also includes a breakdown by education, between those leaving fulltime education
at age 15 and those leaving education aged 16 or over, as a further simple proxy for socio-
economic groups. The rates of homeownership, by age, gender and marital status, and of
education by age and gender are from the HSE 2011-2019 for the base year with projected
rates for future years produced by the CARESIM microsimulation model, which uses the FRS.

The second part of the model divides the older population between people receiving no care,
unpaid care, formal community-based care, both unpaid and formal community-based care and
residential care. The overall population with severe disability (three or more ADL limitations)
is first divided between people living in the community and those living in care homes or (long-
stay) hospitals. Data on the numbers of local authority funded care home residents are derived
from NHS England statistics (NHS England, 2024); data on the number of privately funded are
derived from ONS data (ONS, 2024) and NHS funded care home residents are estimated from
Laing & Buisson market survey estimates (Laing & Buisson, 2023) and data on hospital
residents by age and gender and on the breakdown of the care home population by age and
gender are derived from the Census 2021 (ONS, 2021); and data on the proportion of care home
residents who lived alone and on the proportion who owned their home before admission are
derived from a PSSRU survey of care home admission (Darton et al. 2006).

The population living in the community are divided between the four categories — no care,
unpaid care, formal community-based care, both unpaid and formal community-based care -
on the basis of analyses of data from the HSE 2011-2019. Demand for non-residential services
was calculated by using the fitted values from bivariate probit regression models as the
estimated probabilities of receipt of care by age band, disability and the other factors described
above®.

The bivariate probit regression models account for the joint determination of formal
community care and unpaid care. The fitted values derived from these models are the joint
probability of the different types of care. These fitted values were then multiplied by the

4 The bivariate probit regression models are specified as follows:

Y1i = I(Zk(Bk x Xki) + a x Y2i+eli>0) (1)

Y2i = I(Zk(Bk x Xki) + Zj(yj x Zji) + e2i > 0) (2)

where I(.) is an index function, with I(.)=1, if the event in the bracket is true, and I(.)=0, if otherwise. Y1i denotes the dependent
variable, Y2i denotes the endogenous regressor, Xki denotes the exogenous regressors that appear in both equations, and Zji denotes
the exogenous regressors that only appear in the second equation. a, Bk and yj are the coefficients on the respective independent
variables. el and e2 are latent error terms and are assumed to be jointly normal.

23



projected numbers of older people within each cell by age band and other needs-related
circumstances to produce estimates of the numbers of care recipients. The estimated numbers
of recipients of local authority home care were grossed to match official NHS England data.

Three principal sources of unpaid care are identified: care from children, from spouses and
from others (other family members, friends or neighbours). The propensity to receive unpaid
care from each of the three sources is the fitted values of multinomial or binary logit regression
models calculated using the HSE 2011-2019 data. The projections assume a steady state
regarding the propensity, within household type/unpaid care groups, to receive care from a
spouse, child, spouse and child, or others.

Community care users are divided into three groups according to hours of care: low intensity
(1-5 hours), medium intensity (6—10 hours), and high intensity (10+ hours) of care. The
proportions in each of the three categories were calculated using the HSE 2011-2019 data and
were assumed to remain the same in the projection years.

Care users in each intensity group are further divided into publicly funded and privately-funded
users of care. The proportions that were used to divide the care users in the base year were
calculated using HSE 2011-2014 data. The model does not use data from HSE 2015-2019
because the questions regarding public and privately funded care in HSE 2015-2019 are
different from those asked in HSE 2011-2014. The proportions in the projection years were
informed by the analysis results from the CARESIM model.

The third part of the model projects total expenditure on the formal services demanded,
applying unit costs of formal care to the volume of services projected in the second part of the
model. The unit costs are derived from local authority data.

The fourth part of the model breaks down projected expenditure on services by sources of
funding: NHS, social services and service users. The costs of health services included are
assigned to the NHS. The costs of social services are divided between local authority funding
and service users. The projections for privately funded non-residential care need to be treated
with caution as it is not possible to verify that all privately funded care is captured by the model.

Residents of residential care and nursing homes and home care users are divided into privately
and publicly funded residents through analyses using the CARESIM model. The breakdown
for 2023 is based on the official data. Privately funded residents are assumed to meet their care
home fees from their own funds (including disability benefits), except that the NHS meets
nursing costs in nursing homes. Expenditure on local authority funded residential care and
home care is divided between local authority social services and users on the basis of
CARESIM modelling. The full costs of privately funded residential and nursing home care and
private domestic care and a proportion of the costs of all other social services are thus assigned
to service users. Estimated net and gross expenditure of local authority funded services is
grossed to match local authority expenditure data from the Adult Social Care Finance Return
(ASC-FR) for 2023/24. The grossing factors estimated for 2023 are applied to all projection
years.
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The model also estimates separately expenditure on disability benefits. This involves
multiplying the numbers of recipients by the weekly average amounts. This expenditure is split
between sums used to fund care and sums not so used through CARESIM modelling. It should
be noted that expenditure on disability benefits is not part of the public expenditure reported in
this paper.

A fifth part of the model makes projections of the numbers of social care (but not NHS) staff
required to provide the projected volume of social services, for different groups of social care
staff. For care staff, it is assumed that the ratio of staff to volumes of care such as home care
hours remains constant over time. For administrative and managerial staff, it is assumed that
the ratio of such staff to care staff remains constant over time. It should be noted, however, that
this paper does not include workforce projections.

CARESIM microsimulation model of older people’s care charges

CARESIM, is a microsimulation model for assessing the distributional effects of reforms to
the care means tests and estimating the private-public split of care costs. It is based on a
representative sample of the English older population (aged 65+ in the base year) drawn from
the UK FRS (Department for Work and Pensions, 2021). Using information on the income,
wealth and other relevant characteristics of sample members, CARESIM calculates what each
sample member would be required to pay towards the cost of different types of care services,
should they need such care, allowing for asset depletion during a randomly assigned time to
date in receipt of care. In effect, this mimics the observation of a cross-section of care recipients,
producing results which can be used with the older people’s macrosimulation projection model.
Interactions between the care means tests and social security benefits (e.g., eligibility for public
care funding on receipt of disability benefits and of asset depletion on entitlement to means-
tested benefits) are modelled. For future years, survival probabilities from official population
projections by age and gender are used to determine via Monte Carlo simulation whether each
sample member remains alive in the future year in question. CARESIM projects each surviving
sample member’s income (other than means-tested social security benefits) and wealth to that
year, according to assumed or (e.g., for state pension) national policy-determined inflation
adjustments. Inheritance of pension income and wealth by surviving partners from sample
members deemed to have died is allowed for before simulating means-tested benefit
entitlements and then care charges.

CARESIM does not predict which sample members will need care. Instead, it applies weights
or grossing-up factors from the older people’s macrosimulation model such that the sample is
made representative in terms of demographic characteristics, of the population projected by
that model to be receiving different types of care. CARESIM’s projections of the private-public
split of care costs by population sub-group are used in the macrosimulation model as described
earlier.
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Younger Adults models
Learning Disability model

The LD projection model includes both younger adults (aged 18 to 64) and older people (aged
65 and over) with LD. This paper focuses on the projections for younger adults, since the older
people’s model includes older people with LD.

This model produces projections of the number of adults with LD in England from 2023 to
2043 in a few key stages including the number of users of adult social care (ASC) and the
associated public expenditure (see Figure Al for a summary overview of the model). First, the
total ‘inflow’ into adulthood at age 18 of children with LD and potential need for ASC is
estimated, using data from the National Pupil Database (NPD) (Office for National Statistics,
2024), with an adjustment for mortality before age 18. The use of NPD data assumes that the
criteria for recording children as having LD have remained constant over time. Second, the
prevalent number of adults with LD in England for a base year, by age and severity of LD, is
estimated using data from the Sheffield Case Register (Sheffield City Council, 2024). The
national prevalence of LD, by age and severity, is assumed to be the same as in Sheffield; thus,
the Sheffield prevalence rates are applied to the ONS population estimates for England in 2023.
Third, the ‘outflow’ of children and adults is estimated based on mortality rates by age and LD
severity using English LeDeR data from the University of Bristol (2018, 2019) and King’s
College London (2021, 2022).

Figure Al - Projections of adults with learning disabilities in England —
Inflow/Population/Outflow Model
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Source: Authors’ own elaboration.

The model covers three severity categories of LD: moderate, severe and profound and multiple
LD. Mild LD is not included since people with mild LD are unlikely to meet the eligibility
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criteria for local authority (LA) funded care. Numbers of adults aged 18 to 64 are projected for
five age groups: 18-24, 25-34, 35-44, 45-54, and 55-64.

The inflow of 18-year-olds with LD who may require ASC services in England is estimated
primarily using the annual school census (NPD, 2024). This includes information on the
number of children (aged 4 to 17) with Special Education Needs (SEN) in primary and
secondary schools. The model includes children with SEN statement or Education Health Care
Plan (EHCP) for moderate, severe, or profound and multiple LD (PMLD) in state-funded
primary, secondary, special, and non-maintained special schools. Due to adolescents leaving
school, the number of sixteen- and seventeen-year-olds in the 2023-2024 census drops. To
account for this, we utilise the 2022-2023 and 2021-2022 census for these age groups,
respectively. These data are then adjusted for the effects of mortality prior to age 18 to calculate
the number of children with LD who will reach 18 years of age between 2023 and 2030 for
moderate LD and between 2023 and 2034 for severe and profound LD. Mortality rates for
children were calculated for each year of age and severity using data from the LeDeR annual
reports (2018, 2019, 2021, 2022).

NPD data cannot be used for years beyond 2030 for moderate LD and for years beyond 2034
for severe and profound LD. People who will turn 18 in 2034 had not yet all reached
compulsory school age by 2023. Moreover, moderate learning disability appears to be under-
recorded in the NPD for children in the youngest school years. For these reasons, for the years
2031 to 2043 for moderate LD and for 2035 to 2043 for severe and profound LD, we calculate
the average number expected to turn 18 in the three preceding years and apply that average to
the remaining years.

The prevalence rate of LD for each age band and severity category was calculated based on
data extracts from the 2023 Sheffield Case Register. This yielded information for over 3,000
adults by age profile and LD severity in Sheffield. Using data from ONS (2023) on the
population estimates of Sheffield, the prevalence of adults with moderate, severe and PMLD
in Sheffield was calculated for the base year. The prevalence rates are lower at higher age bands

The estimated number of adults with LD is then adjusted in future years for the expected effects
of mortality. Mortality rates for adults aged 18 to 64 are calculated for three age groups (18-24,
25-49, and 50-64) and the three LD severity categories using data from the LeDeR annual
reports (2018, 2019, 2021, 2022). The LeDeR 2020 report was not used due to Covid-19.

The base year (2023) analysis is rooted in NHS England SALT data on numbers of LA funded
service users with LD aged 18 to 64 on 31 March 2024 by type of service. In the absence of
data on the numbers of service users by severity of LD, the services are grouped into two
categories — residential and community. The base case assumption is that most of those in the
PMLD group receive residential care, most of those not receiving LA funded care are in the
moderate group and most of those in the severe group receive community-based care (see Box
Al for a more detailed note of these assumptions). The base case projection also makes the
important assumption that the proportion of service users by severity of LD who receive each
type of care (i.e., residential, community or no formal services) will remain constant over time
throughout the 20-year projection period to 2043.
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Box Al: Assumed distribution of service users by LD severity

- Two thirds of the PMLD group are in care homes.

- The rest of the PMLD group all receive community care .

- The rest of those in care homes have severe LD.

- The rest of the severe group all receive community care.

- The rest of those receiving community care have moderate LD.

- The rest of the moderate group receive no formal care.

The base year analysis is also rooted in NHS England 2023/24 ASC-FR data on LA gross and
net (of income from user charges) expenditure on social care for service users aged 18 to 64
and 65+, by primary support reason and type of service. For the projections, gross weekly unit
costs and weekly income from user charges per user are calculated using the SALT and ASC-
FR data. While weekly income from charges is assumed to remain constant in real terms over
future years, unit costs are assumed to rise in real terms in line with Office for Budget
Responsibility (OBR) assumptions on future productivity rates. This is subject to a higher
assumed real increase for years in which real increases in the National Living Wage (NLW)
have been announced and to a small part of the unit cost, representing costs that are neither
labour nor capital, remaining constant in real terms over time.

Projected gross expenditure is calculated by applying the unit costs to the projected number of
users of each service in each projection year and summing across services. Projected net
expenditure by LA is calculated in the same way after subtracting from unit costs the
contribution from user charges.

Physical disability and mental health models

The younger adults’ long-term care projection model, developed by the CPEC, provides a
framework for projecting the demand for care services, associated local authority expenditures,
and workforce requirements for younger adults aged 18 to 64 with physical disability
(including sensory impairment) or with mental health conditions. CPEC has developed a
separate projection model for younger adults with LD.

Model structure

The younger adults’ long-term care model projects three key variables: the future numbers of
disabled younger adults and younger adults with mental health conditions by care setting, the
likely demand for long-term care services for these groups and the costs to local authorities
associated with meeting this demand. The model is a cell-based model (macrosimulation model)
and takes the form of an excel spreadsheet. Unlike a forecast, it does not predict the future but
instead simulates outcomes under specified assumptions about demographic and
socioeconomic trends.
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The model takes as its starting point ONS 2022-based principal population projections by
gender and age band (18-24 and then 5-year bands to 60-64). The model’s social care
projections are thus consistent with the ONS official population projections.

The base year (2023) analysis is rooted in NHS England SALT data on numbers of service
users aged 18 to 64 on 31 March 2024 by primary support reason and type of service. The
primary support reason categories are grouped into two broad categories: physical disability
including sensory impairment and mental health conditions (with learning disability not
covered by this model). Since there is no breakdown by age or gender in SALT for service
users aged 18-64, a breakdown drawn from data provided by three local authorities is used to
stratify the service users into cells based on the age bands and gender in the population
projections.

The base case projection makes the important assumption that the proportion of service users
in each cell, that is by age and gender, who receive each type of care will remain constant over
time throughout the 20-year projection period to 2043. The services covered comprise nursing
homes, residential care homes, community care, direct payments for community care, and
short-term support.

The base year analysis is also rooted in NHS England 2023/24 ASC-FR data on local authority
gross and net (of income from user charges) expenditure on social care for service users aged
18 to 64 by primary support reason and type of service. For the projections, gross weekly unit
costs and weekly income from user charges per user are calculated using the SALT and ASC-
FR data. While weekly income from charges is assumed to remain constant in real terms over
future years, unit costs are assumed to rise in real terms in line with Office for Budget
Responsibility (OBR) assumptions on future productivity rates. This is subject to a higher
assumed real increase for years in which real increases in the National Living Wage (NLW)
have been announced when this modelling was conducted and to a small part of the unit cost,
representing costs that are neither labour nor capital, remaining constant in real terms over time.

Projected gross expenditure is calculated by applying the unit costs to the projected number of
users of each service in each projection year and summing across services. Projected net
expenditure by local authorities is calculated in the same way after subtracting from unit costs
the contribution from user charges.
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Age cost curves for older people's social care

An important component of the expenditure projections is the relationship between age and per
capita public expenditure on social care. Because older age groups have higher rates of
disability and more intensive care needs, expenditure per person rises steeply with age.
Capturing this relationship is essential for translating demographic projections into expenditure
estimates, particularly given the rapid projected growth in the population aged 85 and over.

To construct age cost curves, we combined data on numbers of service users by age group and
care type with unit costs for each type of care. Service user numbers by age group were derived
from the older people’s aggregate projection model. Unit costs were taken from NHS England
2022 Personal Social Services ASC-FR data: £764 per week for residential care, £849 per week
for nursing care, £406 per week for direct payments, and hourly rates of £23 applied to average
weekly hours for community care at low, medium, and high intensity levels. Population
denominators were drawn from ONS 2022 based population projections for 2023.

Figure A2 - Age cost curve. Public expenditure per person
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The results show a steep age gradient in per capita costs. Expenditure per person aged 65 to 69
is £383 per year, rising to £524 for those aged 70 to 74, £962 for those aged 75 to 79, £2,150
for those aged 80 to 84, and £5,875 for those aged 85 and over. Indexed to the youngest age
group (65 to 69 = 100), per capita expenditure for the 85 and over group is over fifteen times
higher (index value 1,534).
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The concentration of expenditure in the oldest age groups is notable. Those aged 85 and over
account for just 13% of the population aged 65 and over, yet they account for over half (52%)
of total public expenditure on social care for older people. This explains why demographic
change is such a powerful driver of projected expenditure growth. The population aged 85 and
over is projected to increase by 71% between 2023 and 2043, compared with 32% for the older
population as a whole.

A key limitation of this analysis is that it assumes public and private expenditure share the same
age profile. Age specific data on the split between publicly funded and privately funded care
are not available. People in late old age, particularly those aged 85 and over, are more likely to
be single (often widowed) and to have lower incomes and thus to qualify for public funding
for community-based care. People in early old age, however, are more likely to be partnered
and thus qualify for public funding for residential care since the value of their home would be
disregarded in the means-test. This means that it is uncertain whether the true public
expenditure age cost curve is steeper or less steep than estimated here.
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Adjustment for National Living Wage increases

An important parameter in the projection of future expenditure on adult social care is the future
rate of increase in social care pay rates. The base case assumes that pay rates rise over time in
line with Office for Budget Responsibility (OBR) assumptions on economy wide productivity
growth. However, in years for which the Government has announced increases in the National
Living Wage (NLW) that exceed this assumption in real terms, the unit costs of care need to be
adjusted to reflect the higher wage floor.

A key question in modelling the impact of NLW increases is the extent to which pay
differentials are maintained for staff paid somewhat above the wage floor. Evidence from
previous NLW increases suggests some compression of differentials, though studies are not all
recent or specific to the care sector. The base case projection therefore applies a tapered
approach: staff paid at or very close to the NLW receive the full percentage increase, while
those paid somewhat above it receive a weighted average of the NLW increase and the OBR
productivity assumption, with weights tapering according to distance from the NLW. Higher
paid roles, including managers, registered nurses, social workers and other registered
professionals are assumed to be unaffected by NLW increases and receive pay growth in line
with the OBR productivity assumption only.

To construct a pay bill exposure to the NLW measure, we used Skills for Care basic hourly pay
distributions for adult social care roles in England. Staff were assigned to narrow pay bands,
and a banded taper was applied to determine the proportion of any NLW increase that would
feed through to each band. For staff categories where distributional data were unavailable, the
Senior Care Worker distribution was used as a proxy. The 2023/24 pay bill was estimated as
full time equivalent staff multiplied by average annual earnings by role. For each role, the
exposure share was calculated as the distribution weighted average across pay bands. The final
proportion affected is a pay bill weighted measure across all roles.

Under this approach, 55.4% of the 2023/24 adult social care pay bill is estimated to be affected
by NLW increases. This is considerably lower than the 81% that would result from assuming
that all staff with average annual wages below an upper threshold of £24,000 receive the full
NLW increase, an approach that does not account for compression of differentials. The
proportion varies considerably by staff group: care workers 75.3%, other jobs 60.6%, senior
care workers 46.4%, direct payment personal assistants 45.5%, and support and outreach staff
45.5%. The concentration of exposure among care workers, who constitute the largest share of
the workforce, drives the overall estimate. This pay bill weighted proportion is applied to the
unit costs of care in the projection model for years 2024/25 and 2025/26, that is for years in
which the government announced specific NLW increases that exceed the OBR productivity
assumption in real terms. No allowance is made for NLW increases to exceed the OBR
productivity assumption in years after 2025/26.
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Adjustment for Employer National Insurance Contribution increases

From April 2025, the rate of Employer National Insurance Contributions (ENICs) increased
from 13.8% to 15.0%, and the earnings threshold at which contributions become payable was
lowered from £9,100 to £5,000 per year. These changes increase employment costs for adult
social care providers and are reflected in the unit cost projections.

To estimate the impact, we calculated the ENIC liability per employee under both the old and
new rules, separately for full time and part time staff in each major staff group. Staff numbers,
working patterns, and salaries were derived from Skills for Care data. Salaries were uprated to
2025/26 prices using the data and assumptions described above. For each staff group, the
portion of salary above the relevant threshold was calculated and multiplied by the appropriate
contribution rate. This yielded the liability per employee per year under both sets of rules. The
difference between these values gives the net increase in liability per employee, calculated
separately for full time and part time staff to reflect the different earnings distributions.

These per person differences were then scaled by staft numbers to produce a total gross increase
in ENIC costs across the sector. The calculation was conducted separately for full time and part
time staff because part time workers have lower salaries which fall closer to the contribution
thresholds, making the distinction important for accuracy, particularly for staff groups with a
high proportion of part time workers such as care workers.

A deduction was then applied to reflect the increased Employment Allowance, which offsets
ENIC liabilities for smaller employers. Under the new rules, the allowance increased from
£5,000 to £10,500 per eligible provider. Following the methodology set out by the Nuffield
Trust, we assumed 17,732 registered adult social care providers, of which 98% are eligible for
the allowance (2% being too large to qualify). The net gain per eligible provider is £5,500,
yielding a total sector wide saving of almost £100 million.

The resulting estimates are as follows. The gross increase in ENICs is approximately £1.30
billion. Subtracting the Employment Allowance saving of £100 million yields a net cost to
providers of approximately £1.20 billion. Expressed as a proportion of the 2025/26 adult social
care pay bill (including contributions under the old rules) this represents an increase of
approximately 3.0% in labour costs.

This 3.0% increase is applied to the unit costs of care in the projection model for 2025/26
onwards. It should be noted that these estimates are sensitive to the detailed distribution of
hours and earnings across individual staff members, data on which are not publicly available
at the individual level.
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