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TX:  11.07.11 - Southern Cross Update

PRESENTER:  PETER WHITE


White
As we heard in the news Britain's biggest care home provider Southern Cross has said it's going to stop running its 752 care homes and transfer them to other providers.  They say their 31,000 residents will stay where they are and the 40,000 staff will carry on working while the plans are finalised.  Christopher Fisher is the group's chairman.

Fisher
Well it means that the process we've been embarked upon now for some months of maintaining continuity of care will be achieved and all our landlords and lenders and other creditors have been very supportive of a process which delivers that outcome.  This is an announcement that the Plc at the top of the corporate ladder is going to cease operating in the future but there's a huge care resource within the company which will be at the disposal of our landlords in new configurations.  The fundamental problem is that our operating margin has come under a lot of pressure and however we were financed that was going to be a problem.

White
But what implications does the end of Southern Cross have for other care home providers?  Martin Green is chief executive of the English Community Care Association - ECCA - which represents 200 independent care home providers and he's with me.  What impact does this have on other care home providers?

Green
Well I think this is a real indicator that there is a serious problem in the resourcing of care in the independent sector.  I think the Southern Cross issue, which has come to a head today, is very much an issue that other providers are facing because of the levels of resource that they have to deliver care on.

White
Now the fees that councils pay - that's been a key problem for Southern Cross - what's the picture out there with your group and other residential care homes that you know about?

Green
Well fees are a really big issue and we've had several years of nil increases but of course we've had inflation rates running at 4-5%.  And so we've had years when inadequate funding to start with has not been increased but the cost base has been increasing steadily over the years.  So this has created a major problem for the sector.

White
And I mean what's the situation now as far as councils actually paying what they were paying before?

Green
Well I think about 70% of councils have paid what they paid before and about 30% are demanding either a reduction in care or a nil increase.  What we need to remember is that we start from a very low resource base; councils have been underfunding care year on year so this is a situation which can only get worse because we start from a low base and the inflation rate goes up but the money going into care is either static or reducing.

White
And I mean numbers - I think take up and occupancy is going down - why is that happening?

Green
Well I think that's another symptom of the councils' difficulties with funding.  When they're having to make some significant cuts in their funding levels obviously what they do is they raise their criteria so people get services at a much later point.  And of course for the sector it's a double whammy - we've got very low levels of funding but you've also got lower levels of occupancy, so the figures just do not stack up.

White
Now other care homes have got similar business models to the Southern Cross model, how many other homes do you think are facing similar predicaments?

Green
Well I think there is an issue about that particular business model and I think every care home operator is certainly suffering today because of the reductions in funding.  But I think there are some lessons that come out of this, there are lessons for every bit of the system including for care providers about whether or not their business models are sustainable in the difficult times as well as in the boom times.

White
And I mean what's the solution to this then; what other business models could you have?

Green
Well I think what you've got to do is to start from a premise of saying let's identify what the true costs of care are.  There are some really good independent cost of care exercises and those should be the basis for developing a proper approach to care funding.  If we get that and we get a business model that's much more sustainable, so a business model that perhaps doesn't look at inflation increases and above for rental when there is no systematic way of ensuring that the income levels will increase.  I think we suffer from the fact that in fact we are seen to be in  a market but in fact we're not in a real market, we're in a controlled market where local authorities exercise their power to keep costs of care down to unrealistically low levels.

White
But presumably you understand the dilemma of the local authorities too who are being squeezed from the government end?

Green
Absolutely and I certainly do understand where local authorities are coming from.  They suffer because there is inadequate funding coming for care but they also suffer from the fact that social care is their biggest element of discretionary spend, so when they're forced to make cuts really social care is one of the major areas that they look to to make those cuts because it's one of the areas that they have the power to make cuts in.

White
Is one thing you could do if people - if occupancy is going down is one of the answers to be more flexible with what you do and provide services not only in homes but while people are still having the home care they need?

Green
Absolutely, I think what we've got to do is get to be much more flexible in the business model, what that requires though is health and social care commissioners to work with us to develop a range of sub-acute services, to help people to have convalescence and reablement after they've been in hospital; to support people so they don't have to go into hospital; to look at ways in which we can reach out to communities of people who are looking after people with conditions like dementia and see the residential care setting as the absolute hub of services for those communities.  And if we take that flexible approach and above all if we start planning it jointly, so that local authorities, health providers and care - independent - care providers, are all brought together at the start of a process, to think about how services are reconfigured, I think we can make a really big impact on the quality of care, the outcomes to people and also save money for the system.

White
And quite briefly Martin, I mean are you worried that if some of those things don't happen that we will see more collapses?

Green
Yes I am concerned about that.  What we've got to see is a wakeup call - the Southern Cross news should be a wakeup call for everybody - commissioners, providers, regulators - and we've all got to work together to ensure that this doesn't happen again.

White
Martin Green of ECCA thank you very much indeed.  Carolyn Atkinson is also here, you've been following the story, what do the Local Government Association say?

Atkinson
Well they - they basically say that they don't feel that the local authorities need to take the blame entirely on their shoulders, they say the government cuts mean that local authorities in England are facing a six and a half billion pound funding shortfall this year and they say - obviously they would - that councils do have a duty to spend taxpayers' money very carefully.  They also say that obviously they don't want care homes to go out of business and they need places where older residents can be well cared for.  They do say many go out of their way to support good care homes and it's a sort of joint problem really that they say but they definitely don't take the blame that they are entirely responsible.  They point out that we know that ADASS are saying that 70% of councils are not reducing funding, that they're paying for care home places.

White
And what are other organisations saying this morning?

Atkinson
Well Age UK have been very vocal about this all along and they're saying that the current situation just serves to highlight what they've been saying that Monitor, the new regulator for health and social care, they want them to be given greater powers including a responsibility to ensure that the financial viability of a care home is checked out.  They're saying that companies that are not able to show that they have a sustainable business model should not be allowed to run care homes.

White
And anymore from Southern Cross?

Atkinson
Well basically we now know that the landlords have decided they don't want to be part of Southern Cross anymore, the landlords haven't been getting their rent, so we have 752 homes that need new owners and interestingly 250 of those homes are actually landlords but also care home providers themselves, so they already run a care home situation, so 250 of them are already - are already landlords but already care home providers as well, if you see what I mean, they do a sort of a double wearing of hats.  But we have 31,000 residents and Southern Cross are keen to point out that they are all going to stay where they are and the staff will keep their jobs on the terms that they're already on at the moment.

White
Carolyn, thank you very much indeed and Martin Green, thank you.  And if you are concerned, indeed if you have worries about the situation you're in, you can e-mail us at bbc.co.uk/radio4/youandyours.


