
 

 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
Dear Colleague 
  
Re: National Living Wage 
 
I am sure that you have been aware of announcements surrounding payment of the National 
Minimum Wage. 
 
Within Adult Social Care we have been working to identify the implications of the above. We 
have also been considering our response to the announcement about the National Minimum 
Wage alongside our responsibilities set out under The Care Act when we commission services.  
 
The Statutory Guidance for Section 5 of The Care Act states at 4.31 that:  
 

“When commissioning services, local authorities should assure themselves and have 
evidence that contract terms, conditions and fee levels for care and support services are 
appropriate to provide the delivery of the agreed care packages with agreed quality of 
care.  This should support and promote the wellbeing of people who receive care and 
support, and allow for the service provider ability to meet statutory obligations to pay at 
least the national minimum wage and provide effective training and development of staff. 
It should also allow retention of staff commensurate with delivering services to the 
agreed quality, and encourage innovation and improvement. Local authorities should 
have regard to guidance on minimum fee levels necessary to provide this assurance, 
taking account of the local economic environment……."  

 
This council understands the crucial role that commissioning authorities play in making sure that 
service providers deliver quality. In this respect I have attached a Note which sets out our 
agreed position for Adult Social Care. 
 
Also, I am sure you are aware that in July 2015 central government launched a consultation on 
the National Minimum Wage. Specifically it asked the Low Pay Commission (LPC) to report to it 
on a number of issues (see overleaf) - 
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 The future level of the existing National Minimum Wage (NMW) rates 

  

 The future level of the new National Living Wage (NLW), which is introduced in April 

2016 and applies to workers aged 25 and over.  

 
This Directorate has now responded to this consultation and I thought it would be useful to also 
attach a copy of the same for your information. 
 
I hope this helps to explain our position. 
 
If you do have any further questions then please do not hesitate to contact me directly and I will 
endeavour to respond. 
 
Yours sincerely 

 
Andrew Colling 
Quality and Contracts, Service Manager 
(Joint Commissioning) 
 
Mobile: 01865 323682 
Email: Andrew.Colling@Oxfordshire.gov.uk 
www.oxfordshire.gov.uk    
 
  

mailto:Andrew.Colling@Oxfordshire.gov.uk
http://www.oxfordshire.gov.uk/
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APPENDIX 1   
 

OXFORDSHIRE COUNTY COUNCIL 
 

Social & Community Services 
 

Commissioning Services and the National Minimum Wage 
 

Briefing Note 
 
Background 
 
The Care Act came into force on 1st April 2015 and it sets out the responsibilities of Councils in 
relation to the commissioning of services and the National Minimum Wage.    
 
The Statutory Guidance for Section 5 of the Act states:  
 

“4.31. When commissioning services, local authorities should assure themselves and 
have evidence that contract terms, conditions and fee levels for care and support 
services are appropriate to provide the delivery of the agreed care packages with agreed 
quality of care.  This should support and promote the wellbeing of people who receive 
care and support, and allow for the service provider ability to meet statutory obligations to 
pay at least the national minimum wage and provide effective training and development 
of staff. It should also allow retention of staff commensurate with delivering services to 
the agreed quality, and encourage innovation and improvement. Local authorities should 
have regard to guidance on minimum fee levels necessary to provide this assurance, 
taking account of the local economic environment. The tools referenced may be helpful 
as examples of possible approaches. 51, 52, 53 " 

 

Reference Tools 
 
51 UKHCA Minimum Price for Homecare tool: 
http://www.ukhca.co.uk/pdfs/AMinimumPriceforHomecareVersion1020140202.pdf  
 
52 Laing and Buisson toolkit to understand fair price for residential care: 
https://www.laingbuisson.co.uk/portals/1/media_packs/Fact_Sheets/Fair_Price_ThrdEd_2008.pdf  
 

53 ADASS paying for care calculator: 
 http://www.adass.org.uk/Paying-for-care-calculator/ 
 
 

Oxfordshire County Council understands the crucial role that commissioning authorities play in 
making sure that service providers deliver quality and there is a sustainable market available for 
the foreseeable future.   
 
When it comes to employment the precise terms and conditions used are a matter for the 
employer and employee, and it is of course the employer's responsibility to make sure that they 
are complying with legislative requirements and government regulations 
 
However, the council recognises that a social care providers need to be remunerated 
sufficiently to pay their staff and deliver a good quality service.  The council also acknowledges 

http://www.ukhca.co.uk/pdfs/AMinimumPriceforHomecareVersion1020140202.pdf
https://www.laingbuisson.co.uk/portals/1/media_packs/Fact_Sheets/Fair_Price_ThrdEd_2008.pdf
http://www.adass.org.uk/Paying-for-care-calculator/
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that whilst requirements under areas such as National Minimum Wage are regulated by HMRC, 
the above guidance places responsibilities on the county council. 
 
We have considered the above, and in terms of Adult Social Care we will take the following 
actions in response to the guidance issued under The Care Act. 
 
 

1. When we develop our Commissioning Plans we will -  
 

 Consider cost structure evidence and local market factors when formulating our plans 

 Develop and maintain Market Position Statements on a regular/annual basis 
 

2. When Procuring services we will - 
 

 Seek evidence from cost structures  submitted as part of any bid  

 Seek assurances from suppliers that National Minimum Wage requirements can be 
met and will be paid 

 
3. At Price Review Stage we will -  

 

 Consult with providers - including local Associations - to hear their views  

 Use cost-structures whenever possible to assess the actual cost of care  

 Review and benchmark local and national unit cost/price information.  

 Consider local market factors including the quality of service provision 

 Carry out an Impact Assessment as part of the decision making process 

 Require open-book accounting when a provider claims non-compliance with NMW 
provisions  

 
4. When we manage our contracts we will -  

 

 Seek assurance of a provider's compliance as part of contract monitoring 

 Require an annual self-declaration re: compliance from providers. 

 Require open-book accounting when a provider declares financial difficulties or claims 
non-compliance with NMW provisions 

 
 
 
 
 
 
AC/SF 
26th October 2015 
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APPENDIX 2 

Consultation on National Minimum Wage: 

The response from Oxfordshire County Council  

 

We welcome the government’s ambition to support those who are on low incomes and agree 

that a higher minimum wage and the introduction of a national living wage could have a positive 

impact on their lives. 

 

However, we believe that the government may have underestimated the financial impact of the 

increase in minimum wage and the new national living wage on local authorities’ social care 

budgets.  

 

Social care is a sector characterized by low wages, tight budgets, rising demand for services 

and little scope for productivity gains (at least in the short term). The majority of people 

receiving social care in England are state funded through local authorities that are already 

having substantial financial difficulties in responding to increasing demand with diminishing 

budgets. The sector is therefore likely to be affected by the national living wage as the ability to 

absorb wage increases is very limited. If councils are not sufficiently funded for these additional 

costs, the alternative is a very significant risk of service failure.  

 

The Local Government Association (LGA) analysis1 shows that introducing the national living 

wage for council employees will cost at least £7m in 2016, with further contract cost pressures 

of £330m to introduce the national living wage for domiciliary and residential care staff. By 

2019/20 these figures could rise to at least £85m and £834m respectively as the national living 

wage moves towards the £9.00 per hour target and outpaces general wage inflation.  

 

In Oxfordshire, we estimate that the introduction of national living wage could give a pressure of 

£10.2m from April 2016 rising to £47m in 2020. This is based on the existing cost of home care 

in the county and is higher than the LGA estimate due to the significant impact that high levels 

of employment have on recruitment and retention of care workers locally. We also believe the 

LGA estimates may be lower than the reality as the increase in the minimum wage and the new 

living wage are likely to create an inflationary pressure on the whole economy, which in turn will 

increase our non-employee costs for in-house and commissioned social care services.  We are 

also concerned that the reduction in tax credits from next April may also put up wages in other 

sectors (which is what the Chancellor wants to see happen) and that this in turn will also put a 

pressure on the wages paid in the social care sector.   

 

We also estimate additional spending of £2.6m for all current sleeping nights if the minimum 

wage is paid as suggested. This would increase further following the changes in national 

minimum wage and the national living wage. 

 

                                            
1
 LGA Spending Review Submission 2015 
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Although we factor a high minimum wage in our model to encourage providers to pay the 

minimum wage, providers argue that higher labour costs would put the sustainability of their 

services at risk. Providers have already begun to lobby for a generic inflationary increase to 

reflect the rise to the living wage.  

 

There are concerns that the introduction of the national living wage may create an impact on the 

social care workforce by making wage differentials between the social care and retail sector 

greater than it is currently, as many care organisations are thought to pay above the national 

living wage already. This will now be matched by the higher minimum wage across all sectors, 

and social care may need to pay above the national living wage to be able to attract and retain a 

suitable workforce.  Loss of tax credits could have a similar (and additional) impact. 

 

Therefore, we urge the commission to reconsider the impact of a higher minimum wage and 

new living wage on adult social care and to take steps to ensure that funding is made available 

to reflect the costs and pressures on the system, as outlined above.  

 

Both our own and the LGA estimates clearly demonstrate the need for significantly more 

modelling work to be done to fully understand the impact of the living wage in the social care 

sector. The collective work led by the Department of Health in modelling the impact of Care Act 

reforms, and funding reform in particular, has clearly demonstrated the benefits of central and 

local government working together to assess and understand the full picture. We would 

encourage a similar approach here, and would be keen to contribute.  

 


