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How the care sector can meet the challenges of profitability

This report examines the issues of profitability 

within the UK care sector. The purpose of this paper 

is to explore the top-level findings for how we can 

develop the private care sector to slow the rate of 

cost growth yet boost customer satisfaction. 

It considers how the sector is facing a series of 

challenges as it attempts to navigate changes 

in our population demographics with increasing 

needs; Brexit-related pressures and the challenges 

presented by an unpredictable workforce.

It’s the state’s intention to ensure that everyone 

who has care needs has them met. Our ageing 

population will need more care in the future, but 

resources are already under pressure. The care 

sector must not only be sustainable, but profitable, 

so that efficient care home providers can continue 

to operate. The solution is transformational change. 

The paper used desk research to present the 

findings.

This report is aimed at executives, financial 

directors and procurement directors, and 

employees tasked with strategic purchasing and 

cost efficiency.

For company leaders, it highlights how the 

challenges faced by the sector are forcing care 

providers to adapt to survive, and encourages 

innovation to remain competitive. 

For those with responsibility for strategic 

purchasing, it highlights the role that procurement 

can play in helping care providers to embrace 

initiatives and respond to changing market 

conditions.
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The care sector in the UK is struggling to cope.  The demand for care is increasing with our ageing population. And 

the type of care needed is changing to accommodate people with more acute needs. 

A paper published in The Lancet reports, ‘almost 190,000 more people aged 65 years or older will need care by 

2035; a rise of 86 percent’. And according to accountancy firm Moore Stephens, ‘one in six care homes in the UK 

are showing signs they are at risk from failure.’ Rising costs and Government funding cuts are causing problems. 

In this paper, we explore top-level, key steps towards building a more sustainable and profitable future: 

redesigning the workforce; embracing new entrants; and digitised procurement. We present these steps to help 

achieve profitability by leveraging emerging trends but we acknowledge these steps are not exhaustive.

Labour costs can account for between 50-60% of revenue of a care home provider. In recent years, increases in 

the National Minimum Wage and the National Living Wage have placed extra strain on profit margins. Historically, 

care homes have relied on workers from the European Union (EU). Brexit is already having major implications for 

the sector as migrant workers decide not to come here. 

Care providers need to build greater confidence in future revenues to attract investors by making significant 

reforms.  

Technology is a key driver in delivering the change that’s required to improve services, as well as help in reducing 

costs.  There are many reports on the impact of automation and Artificial Intelligence (AI). AI is being proclaimed 

as a technology to achieve breakthroughs in the sector, prompting new ways of working, new roles and new 

associations. 

INTRODUCTION

UK CARE HOME SECTOR

11,300 95% £15.9bn 36%

Around 5,500 different UK 
providers operating 11,300 

care homes

95% of their beds 
are provided by the 
independent sector

The care home sector 
is worth £15.9 billion a 

year in the UK

A 36% growth in 
persons aged 85+ 

between 2015-2025 
is predicted 
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As in many industries the need for innovation and cost-efficiency is clear. However, there are several critical issues 

facing the care sector. 

The impact of Brexit, an unpredictable workforce and demographic changes in our population are driving 

care home providers to adapt to new ways of working. New business models are required to contend with the 

pressures of demand for quality care and overall efficiency. It’s a period of significant change. 

CHALLENGES IN 
THE CARE SECTOR

Brexit has the potential to amplify workforce pressures within the care sector. The sector has long relied on EU and 

other foreign nationals in all parts of the workforce and will continue to need them as we move forwards. 

At the time of writing this paper (June 2018) there was sparse detail about what the UK’s policy on migration 

would look like post-Brexit. However, the government has since published an immigration white paper (December 

2018) outlining a new skills-based immigration system to begin in 2021. The white paper acknowledges the 

reliance on migrants in the social care workforce. However, it proposes that for a transitional period such workers 

would only be allowed to come for a limited time, with no entitlement to bring dependents; this is likely to impact 

the ability of care providers to attract sufficient staff.

Whilst there has been a further delay to Brexit, it would appear anecdotally from care providers, that Brexit is 

already having an impact on the sector. The recruitment and retention of EU Nationals is increasingly difficult 

resulting in a deficit of key staff, especially lower-skilled workers. It is reported that the number of EU nurses 

registering to work in the UK has fallen by 96%. The Office for National Statistics (2017) anticipates that other 

industries, such as retail and hospitality, will create fierce competition when recruiting lower-skilled workers. 

Responding to these and future challenges requires care providers to develop their own comprehensive workforce 

strategy.  

1. Brexit
‘‘

The social care workforce is critical to delivering high-quality care and, 
as we move towards Brexit, the sector will have to consider how they are 
going to recruit and retain the appropriate staff and how they can ensure 
the long-term sustainability of care services. Brexit is both a challenge 
and an opportunity, and the sector must be ready to attract appropriate 
people to deliver its vital services.

‘‘

Professor Martin Green, CEO, Care England
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Brexit: future drivers

An agile company is one which responds with efficiency to the changing marketplace. New strategies and 

innovations must be made now to ensure adequate staffing post-Brexit.  

EU citizens already living in the UK can remain, post-Brexit, allowing workers already in the sector to continue 

to make a valuable contribution. Care home providers which rely on EU Nationals should work towards upskilling 

their current workforce. British workers should be offered initiatives to draw them into the sector such as career 

progression schemes, with clear pathways that can lead to senior management roles for those who want them. 

The care sector is facing a range of substantial challenges with implications for recruitment and retention. Finding, 

developing and keeping the right people to deliver high-quality, person-centred care is an enduring challenge. 

The growing expectations of the quality of care and personalisation of services is another long-term factor.

Adult social care has an estimated vacancy rate of 6.6%, which is around 90,000 vacancies at any one time. The 

overall turnover rate of staff in the sector was 27.8% (equating to around 350,000 people leaving their job each 

year). Turnover rate is higher with Registered nursing roles (32.1%) and care worker (33.8%). (Skills for Care 2017.)

Many leave the sector soon after joining as they aren’t given the opportunity to realise what the rewards of the 

job can be. The sector has difficulties in attracting and retaining young workers; a fifth of all workers in the sector 

(305,000 jobs) are 55 years old and above. (Skills for Care 2017)

Such high levels of staff turnover has an impact on any business. Recruiting and training new people is a vast 

pressure on already over-stretched resources. But in the care sector it’s a vital disadvantage as it can lead to 

an inconsistent service for the people receiving the care. The people who have the right to expect the exact 

opposite. 

2. Retaining and recruiting staff

Retaining and recruiting staff: key enablers

The way care is delivered is evolving and consequently, care providers need to find ways to create a more flexible 

workforce by developing new roles and expanding skills. There is a greater emphasis on the quality of the 

patient’s experience and control. And a greater need for personalised services. 

Employers also need to raise the profile of social care to present versatile career pathways and programmes that 

can respond to the changes within the sector.

Attracting and retaining the right people, with the right values and attitude to working in care can offer significant 

cost benefits. Finding staff with the right attributes is more important than finding staff who are already qualified. 
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Research published by Skills for Care (2016) concludes that staff recruited and supported according to a values-

based approach:

• perform better (i.e. in terms of sickness, absence, punctuality, role-related skills and overall) than those 

recruited through traditional, non-values based methods;

• demonstrate stronger care values (ie. compassion, respect, empathy, treating people with dignity, integrity 

and communication) than those recruited through traditional, non-values based methods and

• staff turnover is lower than amongst those recruited through traditional, non-values based methods. 

Once the right people have been recruited, the next priority is to keep them and ensure they grow with the 

organisation by investing in identifying, nurturing and developing their skills and interests. Employability skills, 

such as team-working and communication, will be fundamental. Retaining good staff is crucial in delivering high-

quality care and support to those who need it.

Technological developments are a key driver in changing the face of social care but understanding where to start 

can be daunting. 

The Wachter Review (2016) makes it clear that “technology is a key driver in delivering the change to improve 

services, as well as help on reducing costs.” 

The challenge AI presents in investment terms, as well as learning to manage and use new systems, is complex. Of 

course, the transformation can’t happen overnight but with the right approach social care providers that embrace 

and harness the strategic potential of IT will prosper. 

With a shortage of skilled labour, is it time to adopt AI and embrace technological change?

Already robots are accomplishing tasks that people used to do. We’ve all seen video footage of robots fitting 

parts in the production line of a car manufacturer. In many industries, robots are critical members of the 

manufacturing process. AI is already part of our daily lives; it’s in our Google searches and the recommendations 

from Amazon that follow us around our internet activity; it’s in our smartwatches and activity trackers; it’s the 

chatbot we speak to in call centres. 

The potential for AI and robotics in social care is considerable. AI is becoming exceptional at what people already 

do, but more efficiently and at lower cost. Mechanical caregivers can offer clear advantages over their human 

counterparts, not least as they can be available twenty-four hours a day, seven days a week. 

P a g e  6

3. New entrants in social care: 
Technology and artificial intelligence (AI)

Adopt AI technology to survive and thrive
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Robots can have ‘conversations’ with people, keeping elderly minds engaged and solving problems of isolation 

and loneliness within a care setting. New uses of AI and robotics are launched all the time. 

KOMPAÏ and ELLI.Q robots, to name but two, can talk; understand speech; monitor for falls and other healthcare 

issues; provide alerts; emergency calls; and connect via video-conference with care providers as well as with 

friends and family. 

The benefits of AI extend to training. AI allows people to go through life-like simulations. An AI computer can 

reproduce a vast number of scenarios and can respond to questions from a trainee more efficiently than a human 

can. Consequently, the training programme can learn from questions and responses from the trainee, allowing the 

challenges to be adjusted to meet their learning needs. 

There are of course, questions, regarding the acceptance of these products in terms of their societal impact. Is 

the public receptive to AI adoption in social care? 

In November 2016 PwC commissioned YouGov Research, to conduct a survey of 12,000 people across 12 countries 

to understand, among other questions, ‘is there is the appetite to engage with AI and robots for health care?’ and 

reports “the evidence strongly indicated that there is a growing enthusiasm among consumers to 
engage in new ways with new technology for their health and wellness needs.”

39%

39% are willing to engage 
with AI/robotics for 

healthcare

47%

47% of men are willing; 
32% of women

55%

55% of 18-24 year 
olds are open to 

engage

Over 55 
year olds

Over 55s are least 
willing to engage at 

33% 

Key findings for the UK from ‘What doctor? Why AI and 
robotics will define New Health’ (PwC 2016)
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CASE STUDY #1
Advinia Health Care was due to trial robots at its care home from November 2018 through a 

£2.5m EU-funded partnership with the University of Bedfordshire.

The 4ft robot, called Pepper, has been created by Softbank Robotics in Japan. Pepper is designed 

to provide social interaction and has the ability to adapt its conversation to the residents’ 

interests. 

‘‘

‘‘ There is a pressing requirement for additional support in the social care of the elderly. 

Robots will not replace care workers but such innovation could streamline processes 

such as medication delivery, setting reminder and providing access to technology and 

entertainment.

This technology will not only improve care delivery, but also promote independent 

living and quality of life. Particularly for dementia patients, agitation can be reduced 

by offering culturally-appropriate care support.

The robots do not have limbs, so they cannot carry out essential care tasks but 

they have artificial intelligence, which allows them to learn about the patients and 

communicate this learning to the care workers enabling them to do their task better. 

- Dr Sanjeev Kanoria, Chairman of Advinia Health Care and research partner in the study

4. Procurement costs 
Finance professionals are under constant pressure to control and manage third-party costs. Procurement 

manifests an unrivalled set of challenges. Uncertain variables such as the increasing needs of our ageing 

population and workforce-related strains can negatively impact supply.   

Procurement teams are well placed to assess supplier services and benefits, but need to review processes for 

efficiency. Procurement has been slow to take advantage of technology. Traditionally, technology use within the 

industry has focussed on cost-cutting. 

Historically, procurement has looked in the rear-view mirror and out of the 
back window; now we can look out through the windscreen at the road 
ahead.

‘‘
Andrew Coulcher, Director of membership and knowledge, Chartered Institute of 
Purchasing and Supply

‘‘
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According to the 2018 Deloitte survey, Leadership: Driving innovation and delivering impact, ‘digital 

transformation is inevitable and high performing organisations are leading the way on adoption’. But the survey 

recognises the level of speed of digitisation across procurement functions is currently low. Only 18% of the 504 

procurement leaders surveyed have a digital procurement strategy supported by a complete business case. 

Deloitte’s view is that applying digital technologies to the 
procurement function will enable strategic sourcing to become more 
predictive, transactional procurement to become more automated, 
supplier management to become more proactive, and procurement 
operations to become more intelligent.

‘‘‘‘
Helen Marriot, Partner & Market Leader, Retail & Consumer Products, EY UK & 
Ireland

Cutting cost is of course important, but technology can be made to work much harder for your organisation 

if used innovatively. Digital technologies are allowing new ways for organisations to respond to the needs of 

consumers and suppliers. 

Technologies such as machine-learning and AI are remodelling the administration of data. Step forward big data 

and predictive analytics to monitor spend and add value. 

With accurate predictions, AI brings an important and influential role for the CPO who can offer vital insights into 

the future of the organisation. Procurement can move from buyer to a trusted-adviser role. 

Limited or out-of-date information can increase care providers’ exposure to risk and unnecessary expense. 

Organisations that invest in data analytics and data management will have a complete understanding of their 

business operations, affording them the ability to make decisions based on value and insight. Establishing 

intelligent spend analysis can identify significant cost-reduction initiatives, using accurate and actionable data. 

Procurement: looking to a digital future 
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CONCLUSION
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and automation to improve profitability of service delivery. 

CMA, Care homes market study 2017 https://assets.publishing.service.gov.uk/
media/5a1fdf30e5274a750b82533a/care-homes-market-study-final-report.pdf

More Stevens, 16% of care homes at risk of failure 2017: https://www.moorestephens.co.uk/news-views/
august-2017/16-of-care-homes-at-risk-of-failure

The Independent, One in six care homes 2017: https://www.moorestephens.co.uk/news-views/august-
2017/16-of-care-homes-at-risk-of-failure

The Independent, Demand for care home places 2017: https://www.independent.co.uk/news/uk/home-
news/care-homes-risk-closure-failure-one-in-six-adult-social-elderly-moore-stephens-a7891191.
html

Institute for Employment Research Future trends: https://warwick.ac.uk/fac/soc/ier/ngrf/lmifuturetrends/
sectorscovered/health/sectorinfo/#Future%20trends

The Kings Fund Brexit, The implications for health and social care 2017: https://www.kingsfund.org.uk/
publications/articles/brexit-implications-health-social-care

The Business Insider, Theresa May’s options for immigration after Brexit 2018: http://uk.businessinsider.com/



How the care sector can meet the challenges of profitability

P a g e  1 1

how-will-uk-immigration-work-after-brexit-2018-5

Politico, May Intervenes to speed up new immigration plan 2018: https://www.politico.eu/article/theresa-
may-immigration-brexit-sajid-javid-intervenes-to-speed-up-new-uk-immigration-plan/

IES, How will ending free movement impact UK employers 2017: https://www.employment-studies.co.uk/
news/how-will-ending-free-movement-impact-uk-employers

The Health Foundation, Valuing the social care workforce 2017: https://www.health.org.uk/blog/valuing-
social-care-workforce

Skills for care, The state of the adult social care sector and workforce in England 2017: https://www.
skillsforcare.org.uk/NMDS-SC-intelligence/Workforce-intelligence/publications/The-state-of-the-
adult-social-care-sector-and-workforce-in-England.aspx 

Driven by health, The implication of Brexit on the Social Care Sector 2018: https://www.drivenbyhealth.
co.uk/other-news/the-implications-of-brexit-for-the-social-care-sector/

Deloitte, Global health Care Outlook 2018: https://www2.deloitte.com/uk/en/pages/life-sciences-and-
healthcare/articles/global-health-care-sector-outlook.html

PwC, Transforming healthcare through technology 2017: https://www.pwc.co.uk/healthcare/assets/
transforming-healthcare-through-technology.pdf

PwC, Artificial intelligence in healthcare: https://www.pwc.co.uk/industries/healthcare/patients-voice/
artificial-intelligence-results.html

PwC, What Doctor? 2017: https://www.pwc.com/gx/en/industries/healthcare/publications/ai-robotics-
new-health/ai-robotics-new-health.pdf

Information age, Artificial intelligence and the healthcare sector 2017: http://www.information-age.com/
artificial-intelligence-healthcare-sector-123465934/

Techemergence, Applications of Artificial Intelligence in Elderly Care Robotics 2018: https://www.
techemergence.com/applications-of-ai-in-elderly-care-robotics/

Komapai Robotics: http://kompai.com/



How the care sector can meet the challenges of profitability

P a g e  1 2

TESTIMONIALS

Lifeways

FacilitiesSuppliesTeam offers a flexible and responsive approach and we’re very 
pleased with their service. They also introduced us to a range of sachet system 
chemicals which showed a cost saving against existing products of around 40%. I 
would recommend them to anyone.

‘‘ ‘‘

Procurement Manager, NNUH

OfficeTeam has demonstrated a high degree of professionalism in delivering this 
type of service, as well as supplying quality goods for a fair market price. We at 
NNUH therefore have a large amount of confidence in their abilities, and would be 
happy to recommend them to any NHS trust who would be looking to partner with 
them.

Since this service has been very successful, OfficeTeam now delivers to around 400 
locations on a weekly basis.

‘‘

‘‘
ABOUT OFFICETEAM
We deliver value for private and 
public sector organisations in the 
healthcare sector.    
OfficeTeam has a heritage unmatched in the office 

supplies market. A British company founded over 

100 years ago, our business has grown through 

the acquisition of complementary businesses and 

expertise. 

Today we provide our customers with a single 

trusted source for their business supplies 

requirements.  Our expert teams operate under 

specialist brands, while as a Group we lead the 

market by providing the most extensive portfolio 

of business supplies and services – available via a 

single online portal.

www.officeteam.co.uk 

FacilitiesSuppliesTeam has provided us with a trustworthy service and has been both 
timely and efficient with implementation. During this process a great relationship 
has been established with the account manager making it easier to communicate 
our requirements. Not only have we been able to consolidate our supplies, 
FacilitiesSuppliesTeam has also managed to deliver a reduction in spend by 30%.

‘‘ ‘‘

MCJA, Training Coordinator

FacilitiesSuppliesTeam is a specialist division of the OfficeTeam Group


