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Jerome De Henau: 

 

So, as we all know, the pandemic has revealed carers as heroes and everybody was very much into 
clapping for carers. And at the same time, it revealed that the care sector itself, especially social care 
is in dire need of reform. We have about one in seven older people that have unmet social care 
needs. There is a very highly uneven access to care.  
 
It's a very, very forgotten sector. It's largely made up of women workers of BAME women working on 
zero-hour contracts, paying minimum wage, or less. There's therefore high turnover rates, really hard 
to recruit or to maintain the workforce.  
 
The problem itself is really much the structure of adult social care. In England and the UK are quasi 
market, so it is subsidized by the state, but with privatization of providers and often financialized 
providers. 
  
So, the idea of the recovery was to use the realization of an appalling system and an appalling 
situation of the system to show a goodwill from the government to create a policy for care, care, care 
but instead we only had build, build, build. Building Back Better, meaning physical infrastructure and 
nothing on really considering care as a potential for investment.  
 
What is needed indeed is a care led recovery. There are different advantages to that as well as the 
need to indeed provide that reform. The care-led recovery idea is to invest in the social infrastructure. 
To transform the broken care system. And its spending on it should be considered as investment 
because the benefits expand widely in the future.  
 
So, the idea of a care-led recovery would transform the economy to make it an economy with more 
people employed in care and with better condition. It also expands the labour force because it 
releases those currently caring informally, especially for children. Relieve some of their constraints to 
access the labour market.  
 
But obviously it's still not considered as investment, spending on care is considered as consumption 
expenditure in our national account and in the government, budgeting practices and fiscal rules. And 
therefore, it's difficult to mobilize the funding, to convince the government to mobilize the funding to 
provide such investment.  
 
But one of the benefits of investing in care is to create far more employment than an equivalent 
investment in construction. As you can see, in the graph is research I've done with Sue Himmelwelt 
on different European countries and the US to invest the same amount in care versus construction. 
And through the different multiplier effects of looking at inter linkages between industries and how 
households consume the different employment effects by gender.  
 
And you could see that not only there is more employment created overall if you invest in care than 
construction in all countries, but there's also given the larger effects despite the fact that care is much 
more female dominated and construction is male dominated.  



 
The number of jobs created for men would be equivalent if the investment happened in care 
compared to construction. And they also greener the investing in care is about 40%, 60%, fewer. 
They have fewer greenhouse gas emissions per job than jobs from construction investments.  
But we should go beyond that. We should look at what is needed, not just how many jobs can be 
created. But what type of system, which would create. And that's the focus of this presentation mainly 
to look at adult social care in England and rather than starting from discussion on funding and what is 
affordable.  
 
The research group and a new economic foundation have come together with a large consultation of 
different experts to come up with a transformative system, which would be free at the point of need 
and of high quality with better training for the workforce, better pay, and better working conditions.  
So, putting those principles in practice was the aim of-- part of this project was to cost what would that 
entail and from that looking at funding avenues, rather than the other way around. Looking at what 
funding we have and what can be spent on. 
  
So, the important aspect is that social care is not just for the population over 65. There are a lot of 
people of working age who require long term care. A proxy for that would be the percentage of 
severely disabled in the population about 24% of the 65 plus and 8% of the 18-64. But because the 
working age population is larger, that almost boils down to about 1/3.  
 
But at the moment, only 0.8% in the current system of 18-64, so 10 times fewer than the number of 
potentially needing care receive state aid for care and 3.7% of the 65 plus. And our aim based on 
needs based on survey data on needs about the limitation in day-to-day activities would be to 
increase that proportion, at least in the co-scenario, which would be defined by the current Care Act 
on those with needs defined as the Affordable Care Act.  
 
It would multiply by 2 the number of beneficiaries in the working population and by 3 and 1/2 in the 65 
plus population. And in a more transformative scenario which increases the coverage to wider needs. 
And I would multiply it by 6 and 1/2, the population covered amongst the 18-64 and by five amongst 
the 65 compared to the current scenario.  
 
In terms of the number of full time equivalent of care workers would translate into 2.6 times more full-
time equivalent care workers than in the current system if in the core scenario and by three times in 
the transformative scenario.  
 
And then in terms of unit cost, which takes account a pay increase but also better training to reach the 
levels of qualification and pay as in the Nordic countries would have 1.4 times the unit cost than 
currently and 1.8 times in the transformative scenario.  
 
And then we also add visit by a nurse to all 75 people aged 75 or over, which is useful for prevention, 
but also to make sure that everyone is aware of their needs and have an assessment of the situation, 
which has proven quite effective in Denmark where it was implemented. So, we costed that as well.  
And that gives us compared to the 20 billion a year of current funding in '21, '22. It would require for 
the cause scenario 32 billion more. So about 52 in total. And you can see that it's split between 
providing free care, so extending the provision to those currently self-funding, improving the pay of the 
care workers, and increasing the reach by having a better take of the Care Act definition and less 
stringent assessment.  
 
And then in the transformative scenario a further 18 billion. So, it is very, very substantial compared to 
what's being talked about. The projection over time, which takes into account increase in demand. So, 
the population change and the increase in demand also in the working age population.  
The fact that more severely disabled people live longer and therefore of care needs for longer that will 
increase over time. And using projection by the Health Foundation and their projection of cost, we can 
see that in our two scenario from 52 and 71 to respectively 72 and 98 billion a year in 10 years’ time 
in real time.  



 
And that compares to the current plan of government, including the $1.8 billion increase from 2023 
assumed to be constant over time. It's 24 billion. So, by comparison, the Health Foundation had 
modelled some modest increase in terms of a 10% increase in access at 18% increase in what the 
state pays for care as well as modelling the increase in demand.  
 
The funding gap was about 7 billion in '21, '22. Nowhere near the 32 billion that of core scenario 
recommend. So obviously the main question that follows is how to find all of this. Well, part of it is 
stemming from this idea of care as investments. That deficit spending have future benefits.  
 
One way to look at it is the increased employment, which brings in tax revenue from simply having 
more people employed and therefore their earnings will attract tax revenue without changing anything 
in the system, as well as saving spending elsewhere, especially from prevention, if needs are cut and 
intended to when they still moderate. There might be less need to spend on them when they are more 
intense later on. So, but that's more difficult to obviously cost.  
 
But obviously not all of the tax revenue from increased employment will be sufficient to fund the care. 
So, I'm just going to give a few examples of what could be done in terms of tax increase and how they 
distribute in the population.  
 
So, if we focus on the core scenario of 32 billion. First the increase in employment would create about 
just under 1 million jobs and that would bring in including simulated direct taxes and indirect tax about 
14 billion. So, there would be a shortfall of 18 billion.  
 
We suggest a combination of reforms. It has nothing specific. But one of the suggestions is about 
wealth tax, because there's a lot of discussion about inheritance, tax reforms, about changing council 
tax, about the pension tax relief, all of which are currently dysfunctional and distorting and also with a 
very for some like inheritance tax with a very low base.  
 
While at the same time social care reforms are talked about as a tax on the home of those who need 
care and also a lot of uncertainty and inequality between those who are in low income and would 
have to pay almost as much as those on high income with the reform.  
 
So instead of socializing the base more widely, could not only be more progressive, more equal and 
fairer, but also help planning and provide sufficient reform. So, these are three examples based on 
the wealth and asset survey.  
 
How the different wealth decile starting from amongst the 50% top wealth decile groups how to raise 
18 billion. And you can see that one of the progressive way, for example, this one. It's only 0.1% of 
the wealth above 400,000 pounds and 0.2 above 1 million would raise.  
 
And that corresponds to an incidence of tax on the wealth increase of about 2% or 2.5% for the top 
decile and less. So, it's only a minority. If you consider the wealth increase year on year, which was 
about 5% to 7% per year over the last 10 years, it's a notional equivalent of a tax on capital gains.  
And that would only be about 2% points of burdens which is far lower than the income tax incidence 
and far lower than the current capital gains tax. So that's not completely unheard of. If we consider to 
raise the entire 32 billion and then use the rest to fund-- the employment increase to fund the 
remainder, the transformative scenario, we would need to raise a little bit more the rates but it would 
still be an incidence of about 2 to 4% on capital gains.  
 
And the equivalent reform on an income tax would be to change the personal allowance, to reduce it 
by 2,000 to increase the National Insurance rate by 1% point and 3% points for the additional rate and 
all the tax rates by 2% points. Which would be a progressive way of doing this as we can see and 
indeed not a huge cost on different households given the benefit of social care for those with a 
maximum of 6% in the top income.  



 
So, it's not completely inconceivable given that the aim is to broaden the tax base. Make everyone 
contribute. It's a form of social insurance about care risk that we don't know about. And even the 
richer people don't know of any difficult to contract private insurance because it's very hard to predict 
your needs. And therefore, social insurance in the form of tax rights would be a good way to do that.  
And just to give you an example, 50 billion could be raised from these tax rates. And that would be the 
same as the modelled income tax increase, raising tax with incidents on wealth increases would 
require less and would fund more.  
 
Even on a very, very conservative 5% capital gains to up to 20%, which is like the consumption tax 
incidence at the moment, you could raise 152 billion from the top 40% of wealth. So, there is a huge 
potential to tax wealth.  
 
With all the caveats about making it effective, but through different types of reforms and council tax, 
inheritance tax, and different captures of capital gains tax, we could do a lot to achieve that without 
even having to get a high incidence.  
 
So, I will stop here to just conclude that care-led recovery would transform care services for those 
who need them, generate more employment, and investment, and in construction, reduce the gender 
employment gap, and still create many jobs for men. Could use wealth to enforce and channel public 
investment rather than just let wealth grow and expect the private wealth to be channelled into 
investment. And that's it. Thank you.  
 


