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PREFACE 
 
The growing demand for public services makes the effective use of resources an 
ever-increasing imperative.  Nowhere is this more necessary than in the care of older 
people, a large and expanding group, whose care costs constitute a substantial 
proportion of the health and social care budget.  Against this background, one 
longstanding concern has been the desire to provide the most cost-effective mix of 
hospital, residential and community services.  However, past resource allocation has 
often been based on historical funding patterns and the piecemeal application of 
changing local and national priorities. 
 
By way of contrast, the balance of care approach offers service planners, providers 
and commissioners a systematic framework for exploring the costs and 
consequences of changing the mix of institutional and community resources.  With 
origins in a national policy analysis mechanism1, this pragmatic tool enables a mix of 
existing local data, research findings and experienced practitioners’ opinions to be 
built into the decision-making process, facilitating an inclusive, evidence-based 
approach. 
 
In the past 15 years, the Personal Social Services Research Unit (PSSRU) at the 
University of Manchester has undertaken a series of balance of care studies enabling 
local planners to make informed decisions about the allocation of resources for older 
people2-5.  This handbook seeks to draw on that experience and provides a hands-on 
introduction to the approach in the hope that this will be of practical utility and interest 
to health and social care decision-makers nationwide.  In so doing, it builds on work 
undertaken by (amongst others) the then Department of Health and Social Security 
and The Balance of Care Group. 
 
The handbook begins with a short explanation of the balance of care approach and 
the reasons you may wish to use it.  A second, central, section then sets out the key 
steps involved in conducting such studies and highlights the issues to be considered 
at each stage.  These are illustrated with real examples from the North-West Balance 
of Care Study, which explored the potential consequences of providing different 
patterns of support for older people with mental health problems in three areas of 
North-West England5.  The third section introduces four accompanying Excel-based 
cost-modelling workbooks designed to support future applications, whilst the fourth 
and final section provides details of further reading for those individuals who would 
like to learn more about the approach. 
 
This work was funded by the National Institute for Health Research (NIHR) under its 
Programme Grants for Applied Research scheme (RP-PG-0606-1109) and is 
supported by the NIHR School for Social Care Research (SSCR).  The views 
expressed in this material are, however, those of the authors, and not necessarily 
those of the NHS, the NIHR, the SSCR or the Department of Health.   
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Sue Tucker led the production of this handbook. Christian Brand led the development 
of the electronic workbooks. 
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Why might I want to use the balance of care approach? 
 
First, the search for the most appropriate, efficient and cost-effective ways of caring 
for older people, including older people with mental health problems, is likely to 
become increasingly important as the number of older people in our society rises, 
and it is this very sort of issue that the balance of care is designed to address.  Such 
concerns are not unique to any one locality, but are of relevance to service providers 
and planners at all levels within the health and social care system.  Using this 
approach will help you to identify those older people for whom an alternative mix of 
services would be more appropriate, and to estimate the costs of any proposed 
change in service provision. 
 
Second, as already mentioned, the model is pragmatic, enabling a mix of locally 
relevant data, research findings and experienced practitioners’ opinions to be built 
into the decision-making process.  It accepts that health and social care planning is 
not wholly evidence-based, but provides a structured framework by which 
stakeholders can systematically and explicitly explore the consequences of 
alternative actions, including the potential that any service reconfiguration may shift, 
rather than reduce, the total burden of costs. 
 
Third, rather than pre-empting the role of local commissioners and providers, the 
model both involves and cedes control to them.  The framework does not provide 
answers of itself, but supports local decision-making and service redesign.  Local 
staff inform the study’s scope, suggest alternatives and choose solutions.  This is 
important, for it is these groups that will ultimately have to implement any change. 
 
Fourth, precisely because the approach is applied within a particular geographical 
area or service, and is based on locally generated data, the findings are of specific 
relevance to local decision-makers.  Indeed, given that the demographic profiles and 
relative marginal costs of different services vary widely between areas, any decisions 
made in one area/service are likely to differ from those made in another. 
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SECTION 2: THE STAGES OF THE BALANCE OF CARE APPROACH 
 
Stage 1: Identify the population of interest  
 
The first step is to identify the population of interest.  The overwhelming majority of 
studies have focused on the delivery of services to just one client group, most 
frequently the frail elderly.  There is, however, nothing to restrict the model’s use to 
this particular population.  Thus the examples in this handbook are taken from a 
study that explored the needs of older people with mental health problems, whilst 
other applications have explored the services required by (amongst others) adults 
with learning difficulties and people with HIV/AIDS8. 
 
What is important is that the population of interest is clearly defined.  The North-West 
Balance of Care Study, for example, looked solely at the needs of people aged 65+ 
and did not include younger adults with dementia.  Furthermore, it used a fairly broad 
definition of mental disorder that incorporated not only those individuals with a formal 
psychiatric diagnosis, but also people whose history and/or presentation suggested 
the likely presence of a mental health problem such as cognitive impairment, anxiety 
or low mood5. 
 
Stage 2: Identify the settings of interest 
 
The next step is to identify the range of care settings to be considered in the study.  
In the past, most balance of care projects have focused on the potential for diverting 
people from long-term institutional settings (e.g. long-stay hospital and/or care home 
beds) through the use of enhanced community services8.  However, given the 
increasing development of new forms of support, it is important that future studies are 
informed by a careful determination of all the choices that could be made available, 
and the identification of the biggest potential for service substitution.  This may 
include alternatives to the provision of short-term care in acute mental health or 
general hospital settings (albeit this requires a slightly modified approach to costing).  
Furthermore, although a number of past studies have considered the services 
administered by just health or social services, in today’s more complex planning 
environment the viability of many people’s care is dependent on both, such that a 
wider, cross-agency approach may be preferable9,10. 
 
In the North-West Balance of Care Study we considered five settings, ranging from 
acute mental health inpatient wards to people’s own homes5.  These are identified in 
Figure 2, where they are presented as a hierarchy.  Whilst most balance of care 
studies have explored the potential for substitution in just one direction (i.e. 
downwards), the approach can also be used to explore whether certain groups of 
people would be more appropriately supported in higher level settings. 
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Stage 4: Formulate case types 
 
The next stage is to classify the above samples into different categories on the basis 
of those service user characteristics deemed most likely to be important in 
determining the locus and/or costs of their care.  In practice, this means dividing each 
sample (e.g. new care home entrants) into groups of people with similar needs for 
care, referred to here as case types. 
 
As most studies have used between three and five variables to do this, each of which 
generally has two or three levels, this typically results in a matrix of between 16 and 
48 possible combinations8.  In the North-West Balance of Care Study we used three, 
three-level variables (dependency, cognitive impairment and challenging behaviour) 
to form 27 case types for people living at home, in extra care housing and in care 
homes (Table 1), and a separate four-variable classification (primary diagnosis, risks 
and concerns, challenging behaviour and the presence or absence of a resident 
carer) to categorise the inpatient sample (Table 2)5.  Other commonly used variables 
include whether or not a person is incontinent and a classification of their 
accommodation/living situation. 
 

Careful deliberation should be given to this exercise, for there is a trade-off here 
between the number of characteristics that are taken into account (and hence the 
homogeneity of the needs of the people in each case type) and the number of people 
captured by each type.  Furthermore, it is important that the selected attributes can 
be categorised in meaningful ways, for although some frequently used variables (e.g. 
physical dependency) lend themselves to this, others (e.g. behavioural problems) 
may encompass a number of different dimensions needing different care11. 
 

Table 1: Variables used to categorise the domiciliary, extra care housing and 
care home samples in the North-West Balance of Care Study 

Variable Levels 
 
Dependency 

 
Three levels based on the modified Barthel Activities of Daily Living Index:* 
 low (Barthel score 60-100) 
 medium (Barthel score 40-59)  
 high (Barthel score 0-39) 

 
Cognitive 
impairment 

 
Three levels based on the Cognitive Performance Scale (CPS):** 
 low (CPS score 0-2) 
 medium (CPS score 3) 
 high (CPS score 4-6) 
 

 
Behaviours 
known to be 
difficult for 
carers to 
manage 

 
Three levels based on a bespoke behaviour scale developed by the team:*** 
 low (score 0 or 1) 
 medium (score 2-7), typically including agitation, wandering and/or 

disturbed sleep) 
 high (score 8-14), typically including resistance to care and/or aggression 
 

*Mahoney FI, Barthel DW.(1965) Functional evaluation: the Barthel Index: a simple index of independence useful in scoring 
improvement in the rehabilitation of the chronically ill. Rehabilitation. 4:61-65. **Morris JN, et al. (1994) MDS Cognitive 
Performance Scale. Journal of Gerontology, 49,4:M174-82; *** Full details available from the authors. 
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Table 2: Variables used to categorise the acute mental health inpatient sample 
in the North-West Balance of Care Study 

Variable Levels 
 
Diagnosis 

 
Three level classification of primary diagnosis: 
 organic mental health problem 
 depression or anxiety  
 other mental health problem e.g. schizophrenia 
 

 
Main risk/ 
concern 

 
Four level hierarchy of main reason for admission: 
 risk of deliberate self-harm (primarily suicide) 
 risk of self-neglect, accidental self-harm, abuse/exploitation or falls, or 

carer stress 
 need for behavior management, risk of harming others or breakdown of 

care 
 any other concern, including the need for diagnostic assessment, 

medication review or treatment 
 

 
Behaviour 
 

 
Three level classification of the presence of challenging behaviour on/around 
admission as shown in Table 1  
 

 
Presence of 
resident 
carer 

 
Binary variable: 
 yes, including all admissions from care homes 
 no 
 

 
Stage 5: Identify the most prevalent case types 
 
The fifth step is to identify the most commonly populated case types in each service 
setting (e.g. those that contain at least five per cent of the relevant sample).  As an 
example, Table 3 details the most prevalent case types found in the care home 
sample of the North-West Balance of Care Study5. 
 
Table 3: The most prevalent care home case types in the North-West Balance 
of Care Study  

Case 
type 

Dependency Cognitive impairment Challenging behaviour n 

5 Low Medium Medium 15 

26 High High Medium 15 

9 Low High High 13 

17 Medium High Medium 13 

18 Medium High High 13 

14 Medium Medium Medium 11 

 
Where the same typology has been used to characterise the samples from more than 
one setting, it can also be helpful to explore how their distribution varies across 
locations at this point, as shown in Table 4.  The fact that case type 5 is relatively 
prevalent in both domiciliary and care home settings, for example, might tend to 
suggest that these people are on the margins of care home entry.  Conversely, the 
relative preponderance of people in case type 1 who live at home or in extra care 
housing might tend to suggest that this is where their needs are best met.  The next 
few steps will test such hypotheses out. 
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Table 4: Example of case type distribution from the North-West Balance of Care 
Study 

Case 
type 

Dependency,  
cognitive impairment, 
challenging behaviour 

Home with 
social services 
but no CMHT 

support 
(%) 

Home with 
CMHT 

support 
 

(%) 

Extra care 
housing 

 
 

(%) 

Care 
home 

 
 

(%) 

1 Low, low, low 17.0 36.6 19.4 1.1 

2 Low, low , medium 12.8 30.5 32.3 4.4 

3 Low, low, high - 0.5 6.5 - 

4 Low, medium, low 4.3 3.9 - - 

5 Low, medium, medium 8.5 11.1 6.5 9.4 

6 Low, medium, high - 0.7 - 5.0 

 
Stage 6: Formulate vignettes to represent the most prevalent case types 
 
The next step is to formulate a series of vignettes to represent the most prevalent 
case types in each setting.  These typically take the form of short case histories 
based on the information collected about real individuals in Stage 3 (albeit 
fictionalized) and, as above, depict their situation at the point at which real life 
decisions might be made about their care. 
 
Some examples of the vignettes used in the North-West Balance of Care Study are 
given at: 
http://www.nursing.manchester.ac.uk/pssru/research/nihrsscr/productsandtoolkits/ 
Although limited to one side of A4, these contain a wealth of information about the 
respective individuals’ circumstances. These include the key variables used to form 
the case type and in addition, falls risk, physical health, living situation, service 
receipt, and preferences for care (Figure 4). 
 
Inevitably, participants would always like more information than it is possible to 
provide in this way.  The default assumption, however, is that anything not mentioned 
is not problematic5. 
 
  



© 2014 T

Figure 

 
Stage 7
 

The se
in each
an alte
of two 
types in
West 
approp
 

Whiche
practitio
profess
The ex
method
series 
vignette
multidis
vignette
where 
explicit 
making
 

The University 

 4: The fo

7: Identify

venth stag
h setting (i.
rnative loc
approache
n setting A
Balance o

priate locati

ever appro
oners invo
sional grou
xtent to whi
d.  One wa
of care-p

es, anothe
sciplinary 
es (say u
each wou

t about the
g process, 

of Mancheste

rmulation

y the marg

ge of the a
.e. those in
cation).  In 
es to this 
A could be
of Care S
ion for eac

oach is ch
olved in th
ups hold d
ich staff ca
ay to addr
lanning w
er to cons
groups, e
p to seve

uld be mos
e rationale
allows for 

 

er   

 of vignet

ginal case 

pproach is
ndividuals w
the past, 
task.  Thu

e cared for 
Study) ha
ch case typ

osen, it is
his exercis
different (a
an think be
ess this is
orkshops
ider the in

each group
n) and to 
st appropr
e for their
peer review

13 

ttes 

types 

s concerne
whose nee
most balan

us some h
r in setting 
ave asked
pe in turn5,8

s importan
se, for it 
and at tim
eyond curre
s to bring t
(e.g. one 

npatient on
p can be
 indicate
riately sup
r choices 
w. 

ed to identif
eds are su
nce of care
ave asked
B, whilst 

d practition
8. 

nt that thou
has long 

mes, conflic
ent practic
together a 

to consid
nes and s
asked to 
(first indiv
ported.  T
and, throu

fy the mar
ch that the
e studies h
d front line
others (inc
ners to id

ught is giv
been kno

cting) valu
e is also fu
variety of 

der the ca
so on).  D

read a s
idually, an

This encou
ugh a con

rginal case
ey could be
have adop
e staff whic
cluding the
dentify the

ven to the
own that d
ues and o
undamenta
f practitione
are home 

Divided into
small selec
nd then to
urages staf
nsensus d

e types 
e met in 
ted one 
ch case 
e North-
e most 

e mix of 
different 
pinions.  
al to the 
ers in a 
entrant 

o small, 
ction of 
ogether) 
ff to be 
ecision-

 



© 2014 T

Stage 8
 
The ne
type.  W
exercis
Stage 7
duratio
 

For the
constra
inevitab
of curre
can be
region, 
about t
 

Figure 
Balanc

 
 

The University 

8: Plan alt

ext step is 
Whilst once
se, we hav
7 to formu
n of any re

e purposes
aints in pr
bly have fu
ent practic

e useful to
 or deeme
the current

 5: Examp
ce of Care

of Mancheste

ternative c

to specify
e again it i

ve typically
late care p

egular reco

s of this ex
rovision an
unding imp
ce and not
o provide a
ed possible
t evidence 

ple of a tem
 Study 

 

er   

care for th

y the altern
s possible 

y asked the
plans for th
ommended

xercise, pa
nd to be 
plications.  
t simply re
a list of s
e elements
base for th

mplate ca

14 

he margina

native serv
to involve

e same mu
he depicted
d inputs (Fi

articipants 
creative, w
Furthermo

eproduce e
ervices al

s of future 
he various 

re-plannin

al case ty

vices requ
 any numb
ultidisciplin
d individua
igure 5). 

should be
whilst rem
ore, in orde
existing pa
ready ava
local provi
options. 

ng sheet u

pes of inte

ired by ea
ber and/or 
nary groups
als, includin

e asked to 
membering 
er to help 
tterns of s

ailable in o
ision, as w

used in the

erest 

ach margin
mix of staf
s that eng
ng the nat

put aside 
that all s

staff think 
service del
other parts
well as info

e North-W

nal case 
ff in this 
aged in 
ure and 

current 
services 
outside 

livery, it 
s of the 
ormation 

West 

 



15 
© 2014 The University of Manchester   

Stage 9: Subject the alternative care plans to external review (optional) 
 
A further, optional, step is to subject the above locally formulated practitioner care 
plans to external review.  This can be helpful in revealing the extent to which there is 
a shared perception of the most appropriate care setting/services for people with 
particular needs, and can act as a reality check on local front-line decision-making 
practices. 
 
In the North-West Balance of Care Study we presented the alternative care packages 
suggested by practitioners to a local authority Resource Allocation Management 
Panel (whose job in real life was to authorise care home placements); a number of 
nationally known figures in the world of old age psychiatry and social care; and two 
groups of older people with mental health problems and their carers.  Mirroring the 
care-planning workshops, participants in these exercises were asked to read a 
selection of vignettes and to decide whether in their opinion the original or suggested 
alternative care arrangements were preferable.  They also listed any further support 
that they thought was needed5. 
 
Stage 10: Estimate the weekly costs of the original and alternative care options   
 
The next step is to estimate the weekly costs of the original and favoured 
(practitioner or reviewer-modified) alternative care plans, drawing on the service 
receipt information from the Stage 3 profiling and the Stage 8 and 9 care-planning 
exercises.  At this point a distinction must be made between any regular, ongoing 
input (e.g. daily home care visits) and any additional one-off inputs associated with 
setting up the alternative care package, for the costs of the latter will need to be 
distributed over the number of months the case type is considered likely to be 
diverted from the original care setting (assuming this will not be permanent).  The 
aforementioned Excel-based workbooks are designed to help with this, and more 
information about these is given in Section 3.  However, first one must decide which 
cost types one is interested in.  If, for example, the objective is to explore how public 
expenditure could be reduced, it might be argued that only those costs incurred by 
public agencies are relevant, whilst if one is interested in a wider, social opportunity 
costing exercise, this will clearly be insufficient.  Either way, however, it is preferable 
that the costs used are valid (i.e. costs, not charges); contemporary; and drawn from 
empirical sources in keeping with the study’s coverage (e.g. local or national).  It is 
also important that all the most expensive and commonly incurred costs are covered. 
 
In the North-West Balance of Care Study we employed a comprehensive approach to 
cost the original and alternative care packages for the marginal care home case 
types, facilitating an analysis of the extent to which any reallocation of resources 
might change the distribution of the cost burden between the health and social care 
(or public and private) sectors (Table 5). Wherever possible service-related costs 
were calculated from information provided by the participating agencies, but where 
local costs were unavailable, figures were based on national sources such as the 
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summary of unit costs produced by the Personal Social Services Research Unit in 
Kent12.  Data on the receipt of benefits (including attendance allowance, housing 
benefit and council tax benefit) was similarly obtained from external sources 
(including the Department for Work and Pensions), whilst information on expenditure 
retrieved through charging for formal social care services was provided by the local 
authority. 
 
The estimation of private costs (i.e. costs to service users and their carers) was 
similarly based on information from the profiling exercise, including where service 
users lived, who they lived with and the extent of their informal support, whilst the 
living expenses of people residing at home were calculated from the Family 
Expenditure Survey.  Figures for the costs of owner-occupied housing were derived 
by imputing a rent from comparable market values, and informal carers’ time was 
costed using an equivalent market value approach, although an alternative would 
have been to calculate the costs of paid work, non-market work and leisure time 
foregone by carers.  Following standard accounting principles, where appropriate, 
costs to one sector were balanced by credits to another.  For example, charges to 
individuals for social care were balanced by credits to the local authority. 
 

Finally, costs were adjusted to take account of the real distribution of service receipt 
within case types; lower and higher estimates were calculated to reflect uncertainty 
about the quantity and cost of resources used in the alternative planning scenarios; 
and a range of sensitivity analyses were undertaken to explore the effects of different 
costing assumptions5. 
 
Table 5: The estimated costs of the original and alternative care options for the 
marginal care home case types (£s per week)* 

Case 
type 

Original option 
(care home placement) 

Alternative option 
(home or extra care 

housing) 

Difference

SSD  NHS  Other 
govt.  

Private Total SSD NHS Other 
govt. 

Private  Total  Total** 
 

2 231 184 13 152 580 236 284 65 308 893 313 

5 268 184 13 177 643 166 231 65 301 763 120 

6 268 184 13 184 649 127 652 65 206 1051 401 

9 268 184 13 190 656 272 842 65 456 1635 980 

13 231 184 13 165 593 296 246 65 338 945 352 

14 231 184 13 165 593 158 206 65 313 743 150 

17 268 184 13 190 656 159 181 65 313 719 63 

22 268 293 13 177 751 307 194 70 417 988 236 

23 268 293 13 190 765 169 185 65 321 740 -24 
*   Adjusted weekly costs i.e. one-off components have been distributed over an assumed standard  
     diversion period (extra time in the community) of 6 months  
** Alternative option minus original option 
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Stage 11: Explore the implications of shifting the balance of care 
 
The final stage of the balance of care approach explores the consequences of 
substituting the favoured alternative plans for the current care arrangements for all, 
or different combinations of, the marginal case types.  In essence, this involves 
calculating the projected annual costs of the various options, and setting these 
alongside some measure of their respective desirability. 
 
Staying with the analysis of the marginal care home entrants in the North-West 
Balance of Care Study, Table 6 compares the estimated aggregate annual costs of 
providing the alternative care arrangements with those of the original care home 
placement, using data from one site only.  The key variables in this table are the 
number of service users represented by each case type and the anticipated number 
of months it might prove possible to divert each case type for.  Where it is thought a 
case type could be diverted for 12 months, only alternative costs are incurred.  
However, where it is thought a case type could only be diverted for, say, six months, 
six months worth of alternative and six months worth of original expenditure is 
incurred. 
 
Table 6: The estimated annual cost differences of diverting the marginal care 
home case types: One site only (£s per year) 

Case 
type 

Expected 
N per 
year 

Expected 
average 
months 

diversion
* 

SSD 
costs 

NHS 
costs 

Other 
govt. 
costs 

Private 
costs 

Total costs

2 14 12 3,809 68,748 37,900 113,983 224,440 

5 17 6 -44,777 20,657 22,740 54,041 52,661 

6 11 3 -6,226 49,188 7,580 728 51,270 

9 22 6 2,125 383,789 30,320 155,126 571,360 

13 11 6 18,990 17,917 15,160 50,470 102,536 

14 22 6 -42,060 13,099 30,320 86,054 87,412 

17 14 3 -18,887 -365 9,475 22,335 12,558 

22 11 3 5,675 -14,393 8,255 34,903 34,440 

23 11 6 -28,841 -31,523 15,160 38,069 -7,135 

Total 134  -£110,193 £507,117 £176,909 £555,709 £1,129,542 
* Assuming a ‘standard’ 30 day month 

 

As can be seen, focusing solely on costs to social services, the biggest potential 
savings (albeit modest) appeared to come from supporting case types 5 and 14 in 
the community, where savings of approximately £45,000 and £42,000 per year might 
be made.  Indeed, the maximum annual saving that social services could make was 
predicted to be just over £140,000 (achieved by maintaining all service users in case 
types 5, 6, 14, 17 and 23 in the community for the specified period), whilst the 
corresponding increase in private and total costs would be in the order of £201,000 
and £197,000 respectively. If it proved possible to divert all 134 marginal care home 
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SECTION 4: FURTHER READING 
 
Some further information on the balance of care approach and the way in which it 
has been used to date can be found in the references given in Box 1.  

 
Box 1:  Suggested reading 

 
Mooney GH (1978).  Planning for balance of care of the elderly.  Scottish Journal of Political 
Economy, 25, 2, 149-64. 
 
Hughes J and Challis DJ (2004).  Frail older people – margins of care.  Reviews in Clinical 
Gerontology, 14, 2, 155-64. 
 
Tucker S, Hughes J, Burns A and Challis D (2008).  The balance of care: Reconfiguring 
services for older people with mental health problems.  Aging and Mental Health, 12, 1, 81-
91. 
 
Tucker S, Brand C, Wilberforce M and Challis D (2013).   The balance of care approach to 
health and social care planning: Lessons from a systematic literature review.  Health 
Services Management Research, 26, 1, 18-28. 
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