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3

Reasons for the higher estimated value in
Scotland than other nations

In Scotland the estimated economic value of the adult social care sector per capita
is higher than in the other nations of the UK, as is the estimated level of productivity.
This is the case in all three approaches to measuring the economic value of the
sector. This section provides details as to why the economic value in Scotland is
higher than in the other UK nations.

3.1 Income approach
There are three main inputs to the estimated economic value of the sector using the
income approach. These are:
m  Number of workers / jobs;
m Earnings in the jobs; and
m  Gross Operating Surplus (GOS) generated.
The percentage of GOS used in the calculations was the same in all nations, so
does not influence why the estimates are higher in Scotland.
3.1.1 Number of Full Time Equivalents
The number of Full Time Equivalents (FTEs) in the adult social care sector in each
nation influences the economic value of the sector. There are 109,600 FTEs in the
adult social care sector in Scotland. However, it is difficult to compare the number
of FTEs in each nation due to differences in the population. The number of FTEs
per 1,000 people in each nation is presented in Table 3.1. This shows that there are
slightly more adult social care FTEs, per 1,000 population, in Scotland than in any
other nation in the UK.
Table 3.1 Number of FTEs in the adult social care sector per 1,000 population,
2016
Nation FTEs FTEs per 1,000 population
England 1,027,900 18.6
Northern Ireland? 28,900 15.5
Scotland 109,600 20.3
Wales 61,600 19.8
3.1.2 Earnings in the sector
3.1.2.1 Proportion of the workforce in the public sector
Average earnings in the adult social care sector are higher in the public sector than
in the private / voluntary sector. Therefore, a larger proportion of the workforce
working in the public sector will lead to higher average earnings in the sector.
SInN
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3.1.2.2

3.1.2.3

The proportion of the workforce in each nation which works in the public, private and
voluntary sector is presented in Table 3.2. This shows that in Scotland and
Northern Ireland, the proportion of the workforce employed in the public sector is
higher than in England and Wales.

Table 3.2 Proportion of the workforce employed by type of provider, 2016

Public sector Private sector Voluntary sector
England 9% 63% 28%
Northern Ireland* 28% 56% 16%
Scotland 23% 44% 32%
Wales 19% 67% 14%

Higher average earnings

Earnings are estimated to be higher in the adult social care sector in Scotland than
in the other nations of the UK.

m The analysis of the Annual Survey of Hours and Earnings (ASHE) and Labour
Force Survey (LFS) showed that earnings in the residential social care sector
were higher in Scotland than any other nation in the UK.

m All Scottish adult social care providers are required to pay the Scottish Living
Wage, which is not the case in the other nations of the UK. Therefore, earnings
for a FTE in Scotland must be equal to or above the Scottish Living wage. This
led to higher average earnings in the domiciliary and day care industries in
Scotland compared to the other nations in the UK.

Average earnings in each nation

The reasons above help to explain why average earnings in Scotland were higher
than in the other nations of the UK. The average earnings in the sector in each
nation (including regulated, non-regulated sectors and Personal Assistants) are
presented in Table 3.3. This shows that the average earnings in Scotland were
higher than in the other nations of the UK.

Table 3.3 Average earnings in the adult social care sector, 2016

Nation Average earnings per year

England £17,300
Northern Ireland £16,400
Scotland £18,500
Wales £16,800

4 Does not include non-regulated sector or Personal Assistants
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Table 3.5 Total public sector funding of adult social care, 2016

Residential and nursing care Domiciliary care

Service users Users per 1,000
population |
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4 Disaggregation of indirect and induced effects

The indirect and induced effects in the main report were disaggregated by type of
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4.1.2 Employment

Table 4.2 shows the indirect and induced effects are largest in due to domiciliary
care activity. This is because there are more direct jobs and FTEs in the domiciliary

care sector than all other adult social care sectors.
Table 4.2 Indirect and induced employment effects in England

Service Jobs FTEs

Direct employment
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4.2.2 Employment

Table 4.4 shows the indirect and induced effects are largest in due to the combined
residential and nursing sector activity. It is likely that as a single sector, domiciliary

care activity supports more indirect and induced employment than either the nursing
or residential care sectors individually.

Table 4.4 Indirect and induced employment effects in Northern Ireland

Service Jobs FTEs

Direct employment Residential care 18,300 13,800
Nursing care® - -
Domiciliary care 15,200 11,300
Day care 2,800 2,100
Other services 2,100
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4.3 Scotland

431 GVA

Table 4.5 shows that in Scotland the largest indirect and induced effects are
estimated to be for combined residential and nursing care sectors in the expenditure
and output approaches.

Table 4.5 Indirect and induced GVA effects in Scotland, (£000)
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4.3.2 Employment

Table 4.6 shows the indirect and induced effects are largest in due to domiciliary
care activity. This is because there are more direct jobs and FTEs in the domiciliary

care sector than all other adult social care sectors.

Table 4.6 Indirect and induced employment effects in Scotland

Direct employment

Indirect employment

Induced employment
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Service

Residential care
Nursing carel?
Domiciliary care
Day care

Other services
Personal Assistants
Total

Residential care
Nursing care
Domiciliary care
Day care

Other services
Personal Assistants
Total

Residential care
Nursing care
Domiciliary care
Day care

Other services

Jobs

53,700

69,000
9,500
11,100
4,600
147,800
10,700

13,700
1,900
2,200

900

29,400

7,800

10,000
1,400

FTEs

42,100

49,300
6,700
9,300
2,100

109,600
8,400

9,800
1,300
1,900
400
21,800
6,100

7,200
1,000
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4.4 Wales

441 GVA
Table 4.7
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4.5 United Kingdom

451 GVA

Table 4.9 shows that in UK the largest indirect effects are estimated to be for
residential care in the expenditure approach. The largest induced effects are for
residential care in the expenditure approach.

Table 4.9 Indirect and induced GVA effects in UK, (£000)
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5  Variation in average earnings

In this section, an analysis of the effect changes in earnings in the adult social care
sector would have on GVA in the sector is presented. These are estimates using
the income approach to estimating the economic value of the sector.

It should be noted that this is a simplified calculation, and takes no account of
potential changes in employer behaviour to changes in pay. This means that in the
GVA calculations, the following variables have not been altered:

m  The number of workers employed in the sector;
m The average number of hours worked in the sector;
m The value of Gross Operating Surplus (GOS) generated in the sector.

Another aspect which has not been considered in this analysis is the effect of the
increased earnings on other sectors of the economy. An increase in spending on
the wages in the adult social care sector (and the increase in GVA) could come at
the cost of GVA elsewhere in the economy, due to:

m Higher taxation to fund the higher adult social care wages - reduces private
expenditure (assuming gross earnings do not change);

m Changes in public expenditure - increased funding in the adult social care sector
from existing public funds would decrease public spending in other areas; and

m Increased private expenditure on adult social care displacing private expenditure
on other goods and services — as service users spend more on adult social care
(to fund higher wages), they spend less on other goods and services.

5.1 England

In England, increasing the earnings for all types of providers in all types of service
provision to 105%, 110% and 120% of current estimated earnings provides the GVA
and productivity estimates presented in Table 5.1 and Table 5.2 below.

This shows that the direct GVA in the sector would increase to £23.1 billion if
earnings in the sector increased by 20%. This would lead to an increase in the
indirect and induced economic value of the adult social care sector, leading to a total
economic value of £43.9 million in 2016. The estimated productivity in the sector
increases to £22,400 per FTE.

Table 5.1 Income estimates of direct GVA adult social care and related GVA in
England, 2016

GVA at 105% of GVA at 110% of
earnings (£’000) earnings
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Table 5.2 Summary of economic indicators in England, 2016

GVA at 105% of GVA at 110% of
earnings earnings
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Table 5.4 Summary of economic indicators in Northern Ireland, 2016

GVA at 105% of GVA at 110% of GVA at 120% of
earnings earnings earnings
Direct GVA (£000) 568,062 591,791 639,249
Productivity 19,700 20,500 22,100
Indirect GVA (£'000) 162,466 169,252 182,825
Induced GVA (£'000) 321,432 334,859 361,712
Total GVA (£'000) 1,051,960 1,095,902 1,183,786

All values rounded to the nearest £1,000. Totals mmic
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5.5 United Kingdom

Increasing the earnings in each of the nations of the UK will also impact on the UK

estimates of direct GVA, productivity and the total economic value of the adult social
care sector. This is presented in 5.9 and 5.10 below. Direct GVA would increase to

nearly £28 billion if earnings increased by 20%, with total GVA (including indirect
and induced effects) increasing to nearly £53 billion.

Table 5.9 Income estimates of direct GVA adult social care and related GVA in the

UK, 2016

GVA at 105% of GVA at 110% of GVA at 120% of

earnings (£'000) earnings (£'000) earnings (£'000)
Residential care 12,280,658 12,733,156 13,638,152
Nursing care!* - - -
Domiciliary care 7,956,025 8,279,623 8,926,820
Day care 748,219 762,010 789,590
Other services 2,871,615 2,897,510 2,949,302
Personal Assistants 1,273,431 1,334,070 1,455,349
Total 25,129,948 26,006,369 27,759,212

All values rounded to the nearest £1,000. Totals may not equal the sum of services due to rounding.

Table 5.10 Summary of economic indicators in the UK, 2016

GVA at 105% of GVA at 110% of GVA at 120% of
earnings earnings earnings
Direct GVA (£'000) 25,129,948 26,006,369 27,759,212
Productivity 20,500 21,200 22,600
Indirect GVA (£'000) 11,188,496 11,573,467 12,343,409
Induced GVA (£'000) 11,541,074 11,941,913 12,743,589
Total GVA (£'000) 47,859,518 49,521,749 52,846,211

All values rounded to the nearest £1,000. Totals may not equal the sum of services due to rounding.

5.6 Summary

This presents a simplified analysis of how increasing earnings in the adult social
care sector could affect the GVA generated by the sector. However, it does not
include an assessment of how employers may react to paying higher wages (for
example by reducing the number of staff employed, or the number of hours they
work), or the amount of GOS they generate.

Using this simplified analysis increasing earnings in the sector will lead to an
increase in GVA in the adult social care sector. However, the increase in wages
would need to be underpinned by benefits to employers, for example through
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Al.4 Wales

Table A1.4 Earnings information used in calculations, England, 2016
Provider |Service Earnings per |105% 110% 120%
FTE earnings earnings earnings
Regulated
Public Residential care 19,400 20,400 21,400 23,300
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