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About Reform  

Reform is an independent, non-party think tank whose mission is to set out a better 

way to deliver public services and economic prosperity. Our aim is to produce 

research of outstanding quality on the core issues of the economy, health, education, 

welfare, and criminal justice, and on the right balance between government and the 

individual. We are determinedly independent and strictly non-party in our approach. 

Reform is a registered charity, the Reform Research Trust, charity no.1103739. 

1. How to fund social care sustainably for the long term (beyond 2020), 

bearing in mind in particular the interdependence of the health and 

social care systems 

a. Reform’s report, Social Care: a prefunded solution,1 considered a 

fundamental reform to social care funding over the long-term. It 

proposes replacing the current method of direct taxation to financing 

care with a prefunded arrangement. Reform proposes that working-age 

people contribute a percentage of their income into a Later Life Care 

Fund (LLCF). These pooled savings would be managed privately, 

before being used to fund the care costs of the contributors.  

b. This LLCF compares positively to the current direct taxation model for 

two reasons:  

i Firstly, as invested contributions will appreciate faster 

than the economy will grow, a LLCF could deliver 

significant savings. Under a set of baseline assumptions, 

Reform calculates that prefunded contributions would need to 

be just £0.82 to deliver £1 of entitlement financed through the 

current direct taxation system. These gains will be greater if 

new technologies are developed to reduce the costs of 

delivering social care.  

ii Secondly, this proposal would break the intergenerational 

funding link which risks one generation funding the care 

needs of a disproportionately large cohort and fails to 

receive similar contributions to those that it made on 

behalf of preceding generations. Reform calculates that 

according to the Office for Budget Responsibility’s (OBR) 

spending projections, the tax contributions made by those born 
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in 1991 to fund social care will be 34 per cent higher than for 

those born ten years earlier. 

c. For this proposal to work a range of issues must be addressed 

from designing a contribution scheme to how the transition 

system to the LLCF would be implemented.   

d. Inevitably this would require hard and potentially unpopular decisions 

to be made, as any decision about the allocation of assets between 

generations will be contentious. For example, decisions will have to be 

made about compulsion, the contribution period (possibly similar to the 

Japanese social insurance scheme between ages 40 and 65) and the 

level at which contributions are set (possibly similar to Germany’s 

PAYG social insurance scheme – which delivers a comparable level of 

expenditure to the UK (and currently set at 2.55 per cent - equivalent to 

£60 a month for the median full-time earner in the UK) and how this 

might be split between employee and employer? 

e. A major issue, is getting an agreement on how to support the 

‘transition’ generation through the period when they shoulder the dual 

burden of meeting the needs of the current elderly through direct 

taxation – while starting to fund their own care through the LLCF. It will 

require contributions from older (and wealthier) cohorts including 

housing wealth, foregoing the benefits of universal pensioner 

entitlements, the removal of the State Pension triple-lock and changes 

to Inheritance Tax among others. However, we have seen from the 

2017 General Election that similar proposals, targeted at the elderly, 

were rejected, in part, because of the absence of political and public 

consensus. 

f. For this reason the linked question in this inquiry (below) is particularly 

important if we are to see radical changes to the funding of long term 

care, particularly in terms of issues of sustainability and fairness, which 

have been deferred by successive governments. 

2. The mechanism for reaching political and public consensus on a solution 

a. As mentioned above, complex issues, particularly those lasting 

beyond a single parliament, may be deferred endlessly to future 

parliaments. Accordingly, a debate about the best mechanism to 

reach political and public consensus on a solution about the long-term 

funding of adult social care is welcome. 

b. One option, to address competing intergenerational needs, is to 

outsource them to independent experts.  An example of this is New 

Zealand’s Commission for Financial Capability reviews the 

Government’s retirement income policies every three years as well as 

being a powerful consumer advocate. These reviews aim to identify 

ways in which retirement income can remain economically, socially 



 
 

and politically sustainable for decades to come. This provides political 

and public consensus. 

c. The UK Government already has independent guidance from the OBR 

which assesses the long-term sustainability of the public finances, and 

judges progress towards the Government’s fiscal targets. Recently, an 

independent commission2 recommended an independent OBR for 

health and social care ‘setting out what is needed to deliver health and 

care services over a given period’.  

d. Non-partisan guidance on long-term issues has found support among 

significant organisations. This ranges from the Turner Commission’s 

call for a standing Pensions Commission to the Association of British 

Insurer’s3 proposal for an Office for Intergenerational Responsibility or 

Retirement Commission, which is proposed to have a policy 

development role including producing advice and recommendations. 

e. Bodies of this type might add value in providing the evidence 

base for sustainable funding of social care and if respected can 

manage public debates and consensus about intergenerational 

fairness and proposals for the evolution of new funding 

structures – such as Reform’s solution.  

f. However, it is important to note that an independent body of this 

sort would not be a replacement for Parliament. Its remit would be 

set by Parliament and its principal role would be to offer expert 

guidance and advice, which Parliament correctly has the authority to 

accept or reject. An option of this type is not to be taken lightly, not 

least an independent body or commission risks creating additional 

bureaucracy and potentially even stifling swift decision making.  
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