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Does this include 
implementation of a Cutting 
Red Tape review?  

No 

Which areas of the UK will be 
affected? 

England 
 

 
Brief outline of proposed new or amended regulatory activity 

CQC introduced a “fresh start” in its inspection methodology which coincided with the 
introduction of the Health and Social Care Act 2008 (Regulated Activities) Regulations 2014.  

These regulations set new fundamental standards to be achieved by all health and social care 
providers.  These changes occurred before the start of the 2015-2017 Parliament and hence are 
not in scope of this assessment.  We introduced our new inspection methodology sector by 
sector from 2013 onwards.  We introduced our new inspection methodology for independent 

standalone substance misuse services in July 2015 and so this change is in scope of the 
Business Impact Target.   
 
The aspects of the new inspection methodology in the substance misuse sector that affected 

providers were as follows: 

 A new provider handbook (Specialist substance misuse services: provider handbook)  
and appendix to this document which set out new key lines of enquiry (KLOEs) which 
are the questions CQC looks at on inspection.  These changes were made to help us 

get a rounded view of quality and safety.  These changes also meant that our 
handbook and appendix documents were more in line with existing guidance, for 
example from the National Institute of Clinical Excellence (NICE). 

 A new provider information return (PIR) to collect information from providers prior to 

the inspection. 

 A new inspection model which introduced more specialised inspection teams, more in-
depth inspections, and for medium and larger providers inspections became longer.  

 Inspections are now announced in advance; previously none were announced.  We do 

still undertake some unannounced inspections in this sector (for example, focused 
inspections). 
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Which type of business will be affected? How many are estimated to be affected? 

We estimate that each year there will be 41 substance misuse services that are businesses 
affected by this change.  On the basis of data limitations this is the best approach we can 
recommend.  Below we describe how we estimated this number. 

 
In England most specialist substance misuse services (SMSs) are provided by the independent 
sector. There is some NHS provision, which we treat as outside the scope of this assessment. 
The independent providers may operate a range of SMSs nationally – a provider can have just 

one local service or have a multitude of locations. 
 
There are two service types that are particularly relevant to substance misuse in our data 
collection: 

 Residential substance misuse treatment and/or rehabilitation service (RSM) 

 Community based services for people who misuse substances (SMC) 
 

In CQC’s Register of providers, there are 217 registered providers, with 424 active locations 

between them, where the location has one or both of the service types RSM or SMC.  There are 
two factors that mean that using these numbers to estimate the numbers affected by the new 
substance misuse approach might not be entirely accurate.  The first, which means we might 
overstate the number of providers affected, is that there may be a small number of non-SMS 

rehabilitation services in our register under our RSM code.  This is likely to be a small number 
though.  The second, which means we might be underestimating the number of providers 
affected, is that there may be inpatient substance misuse services that would be affected by this 
change but we cannot readily identify these in our data.  This is because they are also mixed 

with hospital accommodation for people receiving mental health and learning disability care, and 
hence may not appear in the RSM and SMC categories.   
 
Of these 217 registered providers only 91 providers (with 214 locations) appear on our register 

where the only service type(s) at the location are RSM and/or SMC – these are effectively 
independent standalone specialist substance misuse services.   
 
Public Health England (PHE) provided data which indicates which substance misuse services on 

our Register are publicly owned, controlled or funded.  We deemed any of the 91 providers to be 
publicly funded if either the provider itself or any of its standalone SMS locations appeared on 
the PHE list.  On the basis of this approach, 54 of the 91 providers are receiving public funding 
for substance misuse services.  The limitation to this approach is we do not have an exact match 

in recording of substance misuse services between PHE and CQC data.  This means we might 
overestimate the number of businesses that are in scope of the target. 
 
On the basis of this approach we have identified 37 specialist substance misuse providers as 

businesses and hence within scope of the target.  We target our inspections of SMS services at 
the location level.  Our data show that as of January 2017 these 37 specialist substance misuse 
providers have 41 locations between them.   
 

 
  
 

 

Summary of costs and benefits  



 

Summary of costs and benefits 
Price base 
year 

Implementation 
date 

Duration of 
policy 
(years) 

Net Present 
Value 

Business Net 
Present Value 

Net cost to 
business 
(EANDCB) 

BIT score 

2015 
 

July 2015 3 -0.06 -0.03 0.0 0.0 

 

 
Please set out the impact to business clearly with a breakdown of costs and benefits  
 

Below we set out our estimates of the costs and benefits of the impacts of this change as well as 

the methodology we used to estimate them.  All of the assumptions below are based on 
discussions with colleagues in CQC with knowledge of the sector – the first is a colleague in our 
Policy Team and the second is a colleague working in our Inspection Directorate who worked in 
the sector for three years.  Given that this costing rounds down to zero, we have not sought input 

from providers as it would not be proportionate to invest resources in establishing this given the 
scale of the expected impact. 
 
1. Familiarisation costs  

The first aspect of familiarisation is reading the new handbook and appendix.  We use the 
standard cost model to monetise the costs of reading this new guidance. 
 
We make the following assumptions to estimate the cost of this change.  These were agreed 

with our two colleagues in Policy and Operations, who believe the following to be reasonable 
given their knowledge of the sector: 

 Within each location 3 members of staff review the guidance once each.  These three 
members of staff are the registered manager (RM) and two clinical staff.  

 We assume the RM’s hourly wage rate was £18.36 per hour in 2015-16.  This assumes 
that the RM is equivalent to a Band 7 Nurse in the NHS and the wage rate is taken from 
the middle of the 2015-16 Agenda for Change pay scale. 

 We assume the two other staff members reading the document are likely to be nurses in 

most cases, and sometimes they will be doctors or behaviourists.  We assume these 
other readers would fall into the category of “Health professional” and earn £17.75 per 
hour according to ONS ASHE 2015.   

 We apply 20.2% (Eurostat non-wage costs, 2016) on top of staff wage rates to account 

for overheads. 

 We believe the document is pitched at a graduate level.  This means it would take one 
minute to read 75 words.  Based on document length and the assumed speed at which it 
would be read we anticipate it would take just over 1.5 hours to read the handbook and 

appendices per staff member.  This takes into account the parts of the guidance that 
relate to our Key Lines of Enquiry.  We have not taken into account the parts of the 
guidance that relate to our ratings; we assume these are out of scope given that it is 
optional for providers to seek to achieve higher ratings; it is not something CQC requires.  

(We also have not yet rated these services, so the ratings characteristics also did not 
immediately apply to providers.) 

 This was a one-off cost of £13,350 (1.7 hours x £18.36 per hour x locations x 1.2 for 20% 
overheads + 2 x (1.7 hours x £17.75 per hour x 41 businesses x 1.2 for 20% overheads) = 

£13,350.17). 
 



 

2. Savings from sector specific guidance 

The provider handbook is sector specific unlike the document it replaced, our general Guidance 
About Compliance (GAC) which was targeted at all providers we regulated.  Previously providers 
would have had to spend time after reading the GAC trying to work out how it applied to their 

sector.  The new sector specific provider handbook saves providers this time. 
 
We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 

given their knowledge of the sector: 

 One registered manager in each location would dip into the provider handbook each 
week, and they would have referred to the GAC just as often. 

 Per week each RM in each location would spend 15 minutes referring to the GAC or the 

handbook that replaced it.  However, after referring to the GAC they would have needed 
to spend another 15 minutes trying to work out how to apply this advice to their service.  
This is an activity services will no longer have to do. 

 This is an annual saving of £11,700 (0.25 hours x 52 weeks x £18.36 per hour x 41 

businesses x 1.2 for 20% overheads = £11,762.63). 
 
3. Preparing for inspections 

Now that most inspections are announced providers can spend time preparing for inspections 

and will incur costs as a result of this change. Previously, most inspections were not announced.   
 
We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 

given their knowledge of the sector: 

 One Registered Manager in each location spends 5 days preparing for inspection. 

 Our handbook indicates that providers would receive an inspection at least once every 
three years.  The frequency of inspections after July 2015 was 0.47 inspections per year.  

This is based on CQC data after the introduction of the new inspection model in this 
sector.  This means that providers were inspected on average once every two years post-
change.  This analysis is based on the frequency of inspection for all providers in this 
sector since we did not think it would be proportionate to get this data for only the 

locations we had identified as being businesses.   

 This is an annual cost of £16,000 (37.5 hours x £18.36 per hour x 41 sites x 1.2 for 20% 
overheads = £15,978.64). 
 

 
4. Medium to large services receive longer inspections  

Under our new model, medium and large services will be subject to inspections which are on 
average one day longer than under the previous model.   

  
We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 
given their knowledge of the sector: 

 One Registered Manager is present for the additional day of inspection in each medium 
and large service location. 

 We do not hold data on the size of providers and it would be disproportionate to search 
for this information given the size of this costing; therefore we assume half (21) of the 

locations affected would be considered medium or large and would therefore receive 
longer inspections. 



 

 This is an annual cost of £1,600 (7.5 hours x £18.36 per hour x 0.5 inspections per year x 
21 businesses x 1.2 for 20% overheads = £1,597.86) 

 
 
5. More time reviewing inspection reports 

Inspection reports under our new methodology are longer, so providers spend more time 
reviewing them after an inspection. 
 

We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 
given their knowledge of the sector: 

 It takes one Registered Manager per location an extra day to do this. 

 Locations are inspected roughly once every two years and so would need to review 
inspection reports as frequently.  

 This is an annual cost of £3,200 (7.5 hours x £18.36 per hour x 0.5 inspections per year x 
41 businesses x 1.2 for 20% overheads = £3,195). 

 
6.  Change in the frequency of inspection 

The change in our inspection model meant that there was an increase in the frequency of 
inspection of these services, which increased costs to providers. 

 
We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 
given their knowledge of the sector: 

 The average frequency of inspection per year per service pre-change (22 July 2015) for 
all substance misuse services inspection frequency was 0.27 (roughly once every four 
years) and the frequency post-change increased to 0.47. 

 We assumed that inspections were the same length before and after the change (the 

increase in the length of inspection for medium and large services has been taken into 
account in impact 4 described above).  

 On the basis of the increase in frequencies providers are spending 63 hours extra per 
year being inspected ((7.5 hours x 0.47 inspections per year x 41 businesses) - (7.5 hours 

x 0.27 inspections per year x 41 businesses) = 63 hours). 

 This is an annual cost of £1,400 (87 hours extra of inspection x £18.36 per hour x 41 
businesses x 1.2 for 20% overheads = £1,392) 

 

 
7.  Completing the Provider Information Return (PIR) 

As part of the new inspection model we now ask services to provide us with information via a 
Provider Information Return (PIR) form prior to an inspection.  This is an additional cost for 

providers. 
 
We make the following assumptions to estimate the cost of this change.  These were agreed 
with our two colleagues in Policy and Operations, who believe the following to be reasonable 

given their knowledge of the sector: 

 We assume one Registered Manager per location spends one day on this prior to an 
inspection. 

 Providers will have to do this roughly once every two years in the weeks approaching their 

inspection. 



 

 This is an annual cost of £3,200 (7.5 hours x £18.36 per hour x 0.5 inspections per year x 
41 businesses x 1.2 for 20% overheads = £3,195). 
 

 
Other costs and benefits not covered in this assessment 

We do not think any indirect costs or indirect benefits arise from this change.   
 
Some other costs and benefits not covered in this assessment and the reasons for their 

omission are as follows: 

 Providers might have re-familiarised themselves with NICE guidance and guidance from 
other sources (e.g. there are clinical guidelines published by the former National 
Treatment Agency for Substance Misuse (now part of Public Health England) a result of 

the new inspection model.  We have not quantified this as they should have been familiar 
with this guidance anyway. 

 Providers might have bought new systems to record evidence in line with how we 
inspect. This is not something CQC requires so it is out of the scope of this assessment; 

we have not quantified this.  

 Providers will familiarise themselves with the new regulations and might amend policies 
and procedures accordingly.  Other familiarisation also might include staff training to 
ensure that they the skills and knowledge to comply with the regulations. These impacts 

are out of scope of this assessment as they relate to separate changes that were 
implemented prior to this current Parliament.  The Provider Handbook and Appendix 
were published sometime after the Department of Health revised our regulations to make 
them simpler and easier to understand.  The impacts of these changes were covered in 

an Impact Assessment in 2014. 
 

 

 


