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Pressures on the 
UK care sector
BTG Advisory considers the multiple pressures facing the UK care sector.  
We analyse the current situation and discuss the measures being proposed  
to address these challenges.

The UK care sector budget of £43bn per year is currently 
facing an onslaught of pressures of a wide variety, such as 
demographics, an increasing demand for improved healthcare, 
and the economic and industry factors that are affecting the 
sector’s ability to meet current and future demand.

Former care minister Paul Burstow, who helped design the 
Government’s ongoing Care Act reforms, says that the 1.5 
million people employed by the UK care sector will have to grow 
to 2.5 million by 2025. But this comes as the industry struggles 
with retention of workforce, profitability and quality of care.

It also comes as the Care Act 2014, parts of which were rolled 
out in April last year and parts of which are deferred to 2020, 
will change the way residential care is funded, placing further 
financial pressures on squeezed local authorities. The most 
notable change is the cap on care costs, after which the council 
must fund care in its entirety; however, this will not come into 
force until 2020.

Growing Demand for Residential Care
The UK is experiencing a rise in the number of elderly service 
users, especially those with dementia. The population is ageing, 
meaning that there are more frail elderly who need care and that 
the proportion of older people is increasing relative to the rest of  
the population.

According to 2015 ONS data, the population aged 65 and over 
had grown by 47% to make up nearly 18% of the total population 
by 2014. Meanwhile, the population aged 75 and over increased 
by 89% to make up 8% of the population. This growth is not 
expected to slow down – peaks in birth numbers after the 
Second World War mean that generation is now in their late 60s, 
and the 1960s ‘baby-boomer’ generation are also getting older.

At the same time, estimates suggest there are currently almost 
210,000 new dementia diagnoses in the UK every year, adding 
not only to the number of patients needing care but also to the 
complexity and cost of caring.

Reduction in Social Care Funding
The austerity policies enforced by the previous Coalition 
Government (2010–15) and the current Conservative 
Government have put local authority budgets under growing 
pressures, resulting in a reduction of social care funding 
available to councils. 

The Association of Directors of Adult Social Services (ADASS) 
estimates that councils faced reductions of £4.6bn, or 31% of 
their real terms net budgets, between 2009 and 2015, with a 
further £0.5bn slashed in 2015/16.

This has led to a squeeze on the fees local authorities are willing 
and able to pay for residential care.

A comprehensive survey of UK care homes by LangBuisson, 
published last year, showed that the weekly cost of residential 
care for an older person was between £554 and £664, while 
residential care for a patient with dementia cost between £591 
and £662 per week.

Meanwhile, although highly variable across the country, the 
average fee paid by councils in England was just £512 per 
person in residential care.

The report said: “This shortfall of £42 per week is a significant 
increase of the shortfall felt last year – £31 per week – showing 
that local authority measures to cut budgets are forcing rates to 
slip even further behind in terms of keeping abreast with the real 
costs of providing residential care.”
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Chancellor George Osborne announced in last autumn’s 
Comprehensive Spending Review a plan to allow local 
authorities to raise council tax rates by up to 2% if they are 
facing a social care funding shortfall, with the extra money raised 
ring-fenced for spending on adult social care. But councils said 
that despite the “welcome” recognition of their plight, this was 
“too little, too late” and they would remain in crisis.

Experts speaking to the Financial Times following the 
announcement warned there was no guarantee that councils 
would spend any additional taxes on fees for local authority 
residents in care homes.

Care home owners, including Four Seasons, Bupa UK, HC-One, 
Care UK and Barchester, had written to the Chancellor to request 
£3bn in extra funding but instead received less than £500m.

Martin Green, Chief Executive of Care England told the 
FT: “As a result of this, we will see care homes closing and 
greater pressure on the NHS. The Comprehensive Spending 
Review was a missed opportunity to establish a long-term and 
sustainable future for social care.”

Increased Agency Spend
The care sector in this country has particularly poor staff retention 
with turnover at around 27% for care workers and 32% for 
registered nurses, compared with 15% across all industries. A 
survey by The Guardian found that much was down to pay and 
conditions as well as the stress of the job. High staff turnover 
puts increased pressure on experienced staff, leading to an 
“avalanche effect”, with ever more staff resigning, resulting in 
poorer care ratings and eroded morale. 

The Care Quality Commission (CQC), the Government’s 
inspection agency for health and care services in England, has 
found that 20% of care homes do not have safe staffing levels, 
leaving care providers at the mercy of agencies charging high 
fees to provide temporary staffing solutions.

Increased Minimum Wage
The rise in minimum wage, although surely welcome to workers, 
is also bound to push up the costs of care. As of April this year, 
the new minimum wage is £7.20 per hour, rising to £9 from 2020. 

It has been estimated this will cost the sector an additional £1bn 
by 2020.

Small Operators Struggling to  
Compete with Multiples
With the pressures on profitability and squeeze in payments 
from local authorities, it is perhaps unsurprising that the smaller 
operators who are unable to benefit from economies of scale 
are finding it hard to compete with the large providers that own 
multiple sites.

A 2013 report from the Technology Innovation Board found 
that the UK care market was still very diverse, with around 
60% of the market run by major players and the remainder run 
by smaller businesses. But it found that there was increasing 
activity of further consolidation amongst the largest operators 
going forward.

Meanwhile, a report from the Institute of Public Care (IPC) 
warned that small single home providers may choose to exit the 
market as property prices rise, to make a profit from their asset.

As small corporate and new operators do not have the economies 
of scale to compete with the 50 or so large providers, consolidation 
is inevitable; however, the question remains – can supply meet the 
increased demand?

Care Homes Closing
Despite its austerity policy – or perhaps because of it – the 
Government is trying to improve the state of health and social 
care with increased quality inspection and regulation.

After the high-profile failure of Southern Cross in 2011, the 
largest older person care provider at the time, analysis revealed 
that growing corporate ownership in the care sector was putting 
pressure on the stability of provision.

A CQC State of Care report in 2013 found corporate ownership 
was increasing, with “182,000 available residential and nursing 
home beds in corporate-owned care homes (39% of the total 
of around 465,000 beds) at the end of 2013/14, compared with 
172,000 (37%) at the end of 2012/13”. 

Analysing the stability of the market, the CQC warned that this 
could pose problems for local authorities in ensuring continuity 
of care, should a large provider operating across several areas 
fail or suddenly exit the market. In 2013, the CQC estimated 
there were 50–60 such ‘difficult to replace’ providers. Since April 
last year, the CQC has the duty to assess the financial stability of 
providers and deal with instances of provider failure.

Last year, Guy Hands, founder and Chairman of private equity 
firm Terra Firma which owns Four Seasons, the country’s largest 
care home operator, said that 25% of the businesses care 
homes were losing money.

Mr Hands warned that unless the Government takes action on  
the squeeze on fees paid by local authorities, to care homes, 
Four Seasons “will have to do the inevitable thing of reducing  
the number of nursing homes and increasing subsidisation by 
private patients”.

Rise in Private Fees
An investigation by the Citizens Advice charity found private 
fees rose by an average of £900 last year, with most residents 
given less than a month to adjust to higher pricing and some only 
a week. They warned this forced vulnerable elderly to move to 
cheaper homes at short notice.
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The research found:

• Average annual fees for nursing care in England leapt by 
£1,872 to £40,248 in the financial year 2014 to 2015;

• Bills for less intensive residential home care rose by £572 to 
reach £29,588 over the same period.

Quality Squeeze
The CQC has warned that the squeeze in funding is leading to a 
squeeze in quality.

Writing for The Daily Telegraph, Andrea Sutcliffe, the Chief 
Inspector of Adult Social Care, said there were “concerns about 
safety and leadership and many nursing homes are struggling”.

The CQC’s Ofsted-style inspections found that a third of care 
homes require improvement. The latest State of Care report, 
for 2014/15, found that 1% of adult social care services were 
outstanding, 60% good, 33% required improvement and 7% 
were inadequate.

The CQC said that “safety is our biggest concern – factors 
include staffing levels, understanding and reporting safeguarding 
concerns, and poor medicines management”.

Initiatives to Solve Problems
The Government’s preferred solution to the pressure on costs of 
residential care is to keep people healthy and living in their own 
homes for longer.

NHS England’s long-term plan for the health and care service, 
the Five Year Forward View published in 2014, suggested that 
“integrated care pioneers that combine NHS, GP and social care 
services have improved services for patients, with fewer people 
moving permanently into nursing care homes”. It said these pilots 
had “shown early promise in reducing emergency admissions” 
while “Greenwich has saved nearly £1m for the local authority 
and over 5% of community health expenditure”.

The Forward View outlined a plan to “develop new shared models 
of in-reach support, including medical reviews, medication 
reviews, and rehab services”, aiming to “reduce hospital bed use 
by a third, and save significantly more than they cost”.

Last year, NHS England and its care home sector partners 
announced 29 care home ‘vanguards’, piloting new models.

The Government has also pleaded with families to shoulder the 
burden of care. Last year, Health Secretary Jeremy Hunt called for 
a “national debate” on care for elderly, where he argued that local 
authorities and the NHS could not be expected to do this alone.

Mr Hunt said: “Family planning must be as much about care for 
older generations as planning for younger ones. A wholesale 
repairing of the social contract so that children see their parents 
giving wonderful care to grandparents – and recognise that in 
time that will be their responsibility, too.”

In the meantime, care home leaders argue that the Government 
needs to do more to ensure sustainability of the sector.
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For Further Information
If you would like to discuss any of the issues raised in this update 
or would like to know further details about the services we 
provide to the sector, please contact.

And, with these unprecedented financial pressures, can the 
sector meet the growing demand?

This is far from certain. Last year, the number of beds in UK care 
homes fell by 3,000 to around 487,000 beds in 18,000  
care homes.

However, with the views of families who pay their taxes conflicting 
with that of the Government, the financial pressures of providing 
care will no doubt come to a head – unless things start to improve. 
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