
UNIT COSTS OF HEALTH AND SOCIAL CARE 2003 173 
 

 
 

Inflation indices 

 BCIS/ABI 407 Gross Domestic Product Deflator408 Retail Price409 

Year Rebuilding Cost 
Index (1988=100) 

% increase Market Prices 
Index 

% increase Index      
(1986/87= 100) 

% increase 

1993 115.3 -1.4 102.5 2.5 140.5 3.0 

1994 118.7 2.9 103.8 1.3 143.8 2.3 

1995 126.0 6.1 106.8 2.9 147.9 2.9 

1996 129.2 2.5 110.3 3.2 152.3 3.0 

1997 134.6 4.2 113.7 3.1 156.5 2.8 

1998 143.3 6.5 116.9 2.7 160.6 2.6 

1999 148.9 3.9 119.7 2.4 164.3 2.3 

2000 154.6 3.8 122.4 2.3 168.1 2.1 

2001 165.7 7.2 125.5 2.5 172.1 2.4 

2002 176.6 6.6 129.3 3.0 177.6 3.2 
 
Hospital and community health services (HCHS) pay and price inflation is a weighted average of two separate inflation indices: the pay 
cost index (PCI) and the health service cost index (HSCI). The PCI measures pay inflation in the HCHS. The PCI is itself a weighted 
average of increases in unit staff costs for each of the staff groups within the HCHS sector. Pay cost inflation tends to be higher than 
pay settlement inflation because of an element of pay drift within each staff group. Pay drift is the tendency for there to be a gradual shift 
up the incremental scales, and is additional to settlement inflation. The estimate of pay inflator for the current year is based on pay 
awards. The HSCI is calculated monthly to measure the price change for each of 40 sub-indices of goods and services purchased by 
the HCHS. The sub-indices are weighted together according to the proportion of total expenditure which they represent to give the 
overall HSCI value. The pay cost index and the health service cost index are weighted together according to the proportion of HCHS 
expenditure on each. This provides an HCHS combined pay and prices inflation figure.  
 
Personal Social Services (PSS) pay and prices indices are based on information supplied by the Department of Health using New 
Earnings Survey data. A three-year average of the Pay variable real terms increases is used to obtain a trend estimate of the annual 
growth which is then applied to the Pay index in real terms to obtain its estimated value for 2002/03. 

  Hospital & Community Health Services 
(HCHS)  

 Personal Social Services 
(PSS) 

  Annual percentage increases  Annual percentage increases 

Year Pay and Prices 
Index 

(1987/8=100) 

Pay and 
Prices 

Pay410 Prices411 Pay and Prices 
Index  

(1992/3=100) 

Pay and 
Prices 

Pay412 Prices413 

1993/94 155.5 3.4 4.2 1.4 103.5 3.5 4.0 2.5 

1994/95 159.6 2.6 3.4 0.9 103.5 0.0 -0.6 1.3 

1995/96 166.0 4.0 4.4 3.2 106.8 3.2 3.3 2.9 

1996/97 170.6 2.8 3.3 1.5 111.4 4.3 4.8 3.2 

1997/98 173.5 1.7 2.5 0.4 116.2 4.3 4.8 3.1 

1998/99 180.4 4.0 4.9 2.5 121.7 4.7 5.6 2.7 

1999/00 188.5 4.5 6.9 1.2 125.8 3.4 3.8 2.4 

2000/01 196.4 4.2 7.1 -0.3 131.7 4.7 5.7 2.3 

2001/02 201.1 2.4 4.0 0.1 137.5 4.4 5.2 2.5 

2002/03 206.5 2.7E 3.6E 1.3 144.1 4.8E 5.5E 3.0 

                                                 
407 Building Cost Information Service (2003) Indices and Forecasts, BCIS, London. 
408 Prices obtained from HMT GDP Deflator as updated 30/06/03. 
409 Source www.statistics.gov.uk/statbase. 
410 Estimated figures provided by PSSRU, based on NHS pay awards.  
411 Provided by the Department of Health 
412 Prices obtained from relevant years of the New Earnings Survey - ONS 
413 Prices obtained from HMT GDP Deflator as updated 30/06/03 
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Glossary 

Agency overheads. Overhead costs borne by managing agency. 

Annuitising. Converting a capital investment (such as the cost of a building) into the annual equivalent cost 
for the period during which the investment is expected to last. 

Capital overheads. Buildings, fixtures and fittings employed in the production of a service. 

Care package costs. Total cost of all services received by a patient per week. 

Cost function analysis. Statistical analysis using a multivariate technique �designed to simultaneously tease 
out the many influences on cost�. 

Direct overheads. Day-to-day support for a service, such as immediate line management, telephone, heating 
and stationery. 

Discounting. Adjusting costs using the time preference rate spread over a period of time in order to reflect 
their value at a base year. 

Durables. Items such as furniture and fittings. 

Indirect overheads. Ongoing managing agency costs such as personnel, specialist support teams and 
financial management. 

Long-term. The period during which fixed costs such as capital can be varied. 

Marginal cost. The cost of an additional unit of a service. 

Multiplier. The figure by which a unit cost should be multiplied to reflect the resource implications of non-
measured activities, such as administration. 

Oncosts. Essential associated costs such as employer�s national insurance contributions on salaries. 

Opportunity cost. The value of the alternative use of the assets tied up in the production of the service. 

Per average stay. Cost per person of a typical stay in a residential facility or hospital. 

Per client hour. Cost of providing the service for one hour of patient attendance. This allows for costs of 
time not spent with clients and allocates the costs of this time to the time spent with clients. 

Per clinic visit. Cost of attending to one client in a clinic. This allows for overall time spent on non-clinical 
activity and allocates this to the total time spent with clients in any setting. 

Per consultation. Cost per attendance in a clinic or surgery. This also allows for overall time spent on non-
clinical activity and allocates this to the total time spent with clients. 

Per example episode. Cost of a typical episode of care, comprising several hours of a professional�s time. 

Per home visit. Cost of one visit to a client at home. This includes the cost of time spent travelling to the 
visit. It also allows for overall time spent on non-clinical activity and allocates this to the total time spent 
with clients in any setting. 

Per hour in clinic. Cost of one hour spent by a professional in a clinic. This allows for overall time spent on 
non-clinical activity and allocates this to the total time spent with clients in any setting. 

Per hour of client contact. Cost of one hour of professional time spent attending to clients. This also allows 
for the costs of time not spent with clients and allocates the costs of this time to the time spent with clients. 

Per hour of client-related work. Hourly cost of time spent on activities directly related to the client. This is 
not necessarily time spent in face-to-face contact with the client. 

Per hour of direct outputs (teams). Cost of one hour of team activity which results in a measurable activity 
by any member(s) of the team. 

Per hour of face-to-face contact. Hourly cost of time spent in face-to-face contact with clients. This also 
allows for the costs of time not spent with clients and allocates the costs of this time to the time spent with 
clients. 
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Per hour of home visiting. Cost of one hour spent by a professional undertaking visits to clients at home. 
This includes the cost of time spent travelling. It also allows for overall time spent on non-clinical activity 
and allocates this to the total time spent with clients in any setting. 

Per hour of patient-related work or per patient-related hour. Hourly cost of time spent on activities directly 
related to the patient. This is not necessarily time spent in face-to-face contact with the patient. 

Per hour on duty. Hourly cost of time spent by a hospital doctor when on duty. This includes time spent on-
call when not actually working. 

Per hour worked. Hourly cost of time spent by a hospital doctor when working. This may be during the 
normal working day or during a period of on-call duty. 

Per inpatient day. Cost per person of one day in hospital. 

Per patient day. Cost per person of receiving a service for one day. 

Per permanent resident week. Total weekly cost of supporting a permanent resident of a residential facility. 

Per place per day (nursery). Cost of one child attending a nursery for one day. 

Per procedure. Cost of a procedure undertaken in a clinic or surgery. This also allows for overall time spent 
on non-clinical activity and allocates this to the total time spent with clients. 

Per professional chargeable hour. Hourly cost of services provided when paid for by the client. This also 
allows for the costs of time not spent with clients and allocates the costs of this time to the time spent with 
clients. 

Per resident week. Cost per person per week spent in a residential facility. 

Per session (day care). Cost per person of each morning or afternoon attendance in a day care facility. 

Per session per client. Cost per person of one treatment session. 

Per short-term resident week. Total weekly cost of supporting a temporary resident of a residential facility. 

Price base. The year to which cost information refers. 

Ratio of direct to indirect time spent on: client-related work/direct outputs/face-to-face contact/clinic 
contacts/home visits. The relationship between the time spent on direct activities (such as face-to-face 
contact) and time spent on other activities. For example, if the ratio of face-to-face contact to other 
activities is 1:1.5, each hour with a client requires 2.5 paid hours. 

Revenue costs. Supplies and services other than salaries incurred in the production of a service. 

Revenue overheads. Variable support services, supplies and other expenditure incurred in the production of 
a service. 

Schema. Framework and contents of cost synopsis for each service. 

Short-term. The period during which durable assets cannot be immediately added to or removed from the 
existing stock of resources. 

SSMSS.  Social Services Management and Support Services: Overhead costs incurred by a local authority as 
defined by CIPFA guidelines.  These include indirect overheads such as finance and personnel functions. 

Time preference rate. The rate at which future costs or benefits are valued in comparison to current or base 
years costs or benefits. 
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