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During this time, developments within the sector  

and in the wider external landscape have presented 

a number of challenges and opportunities and have 

resulted in varying levels of confidence. 

With more than 433,000 people currently being 

looked after in care homes across the UK – and with 

the number of people aged 85 and over predicted  

to double in the next 23 years – there has never been 

a more important time to reflect on developments  

in the care sector. 

Over the last five years, Barclays, Knight Frank, Pinsent Masons and Caring Times have conducted annual surveys  
of sentiment in the residential care sectors across the UK. 

A time for reflection 

the number of people currently  
looked after in care homes in the UK†

†LaingBuisson Care of Older People Report, 27th edition
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Homecare

In 2011 and 2012, homecare was identified as 

a significant threat to residential care. In 2011, 

domiciliary care was identified as having the greatest 

impact on occupancy levels in care homes by 60% 

of respondents and while that figure fell over the 

following 12 months, it remained at 41% in 2012  

and 2013. Encouragingly though, this had dropped 

again by 2014, with only 25% of respondents 

considering it the biggest threat to residential care.

Dementia 

Also in 2012, the scandal at Mid Staffs highlighted  

the issue of caring for people with dementia.  

Key considerations for providers indicated in the 

survey included increasing recognition of the different 

forms of the condition; the strength and importance 

of offering a variety of care models to the client; 

the increasing importance of making communities 

‘dementia-friendly’, with care homes at the forefront  

of this campaign; and the growing acknowledgment 

that the care home sector had a greater level of 

experience of people living with dementia than the 

acute hospital sector. The ageing population 

means that the number of people living with 

the disease will only increase in the future, 

unless there is a breakthrough in medical 

research. Therefore, dementia will continue to 

be an important topic for the sector, and finding 

new and improved ways to care for those with 

dementia is a growing opportunity. In fact, many 

service providers have already changed their 

offering in light of changing demands.

Frailty 

Frailty is an associated issue that care home providers 

are having to deal with. Since 2012, residents have been 

increasingly frail, and 84% of the respondents in both  

the 2014 and 2015 surveys said their incoming residents 

were frailer than the previous year. For many operators, 

this has cost implications as the inputs needed to care 

for the resident are greater.

CQC

Though Care Quality Commission (CQC) inspections  

were never the most significant challenge facing care 

service providers, there was a perception that they had 

become tougher in response to widespread criticism  

of the Commission’s inability to identify failings at 

Winterbourne View. With increased compliance come 

increased costs – another pressure that the sector  

must take into account.

As we examine the key findings, based on insight from care providers over five years of research, results show  
that while many of the issues facing the sector have not changed, there has been a shift in their importance. 

Challenges facing the sector

Percentage of 
respondents that 
identify domiciliary care 
as having the greatest 
impact on occupancy 
levels in care homes:

2011 2012 2013 2014 2015

1 http://www.theyworkforyou.com/whall/?id=2016-01-13b.362.1#g362.2
2 http://www.ageuk.org.uk/Documents/EN-GB/Factsheets/Later_Life_UK_factsheet.pdf?dtrk=true

http://www.theyworkforyou.com/whall/?id=2016-01-13b.362.1#g362.2
http://www.ageuk.org.uk/Documents/EN-GB/Factsheets/Later_Life_UK_factsheet.pdf?dtrk=true
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Furthermore, the scandals had a significant impact  

on the sentiment of the sector as a whole. In fact,  

in 2013, maintaining a good reputation was cited as  

the most prominent challenge according to almost  

two thirds of the sector.

The strain on the NHS 

Another possible headwind facing the sector is the 

increasing strain on the NHS. Though this should  

represent an opportunity for those providers that can  

offer the required services, we are likely to see the  

tension between the two systems remain, due to the  

fact that the NHS is free at the point of delivery whilst  

social care is means tested.

However, there has been some positive change in this  

area. In 2011, only 22.2% of providers were engaged  

with the NHS in a partnership or joint venture.  

By 2015 this had increased to over 35%, and this 

number is only expected to increase further as pressure 

builds on public services.

Staffing costs

Given the importance attached to staffing costs,  

in 2015 it was not surprising to learn that almost 64% 

of respondents believed the implementation of the 

National Living Wage would threaten the viability of their 

business. Whilst welcomed by the sector which values 

its staff, the measure is certainly a major distraction for 

survey respondents which will, without doubt, have a 

material impact on some operators’ profitability.

When asked how they are planning to cope with this 

challenge, the most frequent solutions mentioned  

by service providers were: renegotiating fee levels with  

local authorities; reducing staff numbers; increasing 

fees; and focusing on private residents. Given that local 

authorities are operating under the circumstances 

of austerity, whilst fee rates will improve, there is 

uncertainty as to whether they will cover the full 

increase in costs from the National Living Wage.

Other challenges 

Alongside the cost pressure of staffing provision, the 

shortage of nurses is a huge issue facing the sector,  

and immigration restrictions mean this is likely to 

persist as a challenge in the near term.

The question of a North/South divide is often 

discussed within the sector. Though a question 

on this was not included in the survey until 2015, 

overwhelmingly 84% of respondents stated that they 

think there is a regional divide. 

Finally, despite the fact that technological innovation 

is impacting so many aspects of our lives, technology 

is still not on people’s radar as being a significant 

driver in their businesses. Less than 10% saw it as 

important in 2011, and this number had still not 

changed by 2015. Going forward this is likely to 

change, especially since the majority of operators  

have technology somewhere on their agenda. 

2011 2015

Yes 77.8%

No 22.0%

Yes 64.46%

No 35.54%

Do you have any partnerships or joint ventures  
with local authorities or other public sector bodies?

64% of respondents believed the  
implementation of the National Living Wage would  

threaten the viability of their business.

84%
of respondents stated 
that they think there is  
a regional divide
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Encouragingly, over the next three years, the situation 

improved steadily, with fewer respondents each year 

stating that acquisition and/or development finance  

had become harder to obtain – the figure had dropped  

to just 11.10% by 2013. This increased to 32.80% the 

following year, before falling back down in 2015, with 

16.27% of respondents finding finance harder to  

obtain. However, pressure on fees has remained  

fairly constant throughout the five years of the survey,  

and the majority of respondents listed this as the  

greatest challenge they faced in both 2012 and 2014 

(63.8% and 63% consecutively). 

In 2011, almost three-quarters (74%) of those surveyed said that acquisition and/or development finance  
had become harder to obtain over the previous 12 months and, according to 60% of respondents, fee cuts  
were the greatest challenge they faced. 

The financial pressure

If you have sought finance in the last 12 months,  
how have you found it?

Easier

The same

Harder

How have your fee levels changed in the last 12 months? Increased

Stayed the same

Decreased60%

50%

40%

30%

20%

10%

0%

2011 2012 2013 2014 2015
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Please rate the following challenges in order of importance:

70%

60%

50%

40%

30%

20%

10%

0%

2011

2012

2013

2014

2015

CQC/
 registrations

Fee cuts Staffing 
costs

Compliance Local 
competition

Recruitment Maintaining 
a good 

reputation

Falling 
business 

valuations

Regulatory 
landscape

Though, on aggregate, this slipped down to the 

second greatest challenge they faced according to 

respondents in 2013 and 2015, fee cuts remained a 

prevalent issue. Consistently over the period, almost 

seven out of ten respondents have stated that their 

profit margins have reduced during the preceding 

12 months.

Though many respondents have been able to increase 

their own fees, in the context of ongoing austerity and 

cost cutting measures, these increases have often not 

been substantial enough to cover increasing costs. 

Providers are adapting in order to combat these issues,  

but it is becoming increasing challenging to maintain 

positive fee margins. 

Staffing costs became the most significant challenge 

for survey respondents in 2015 – according to 56% 

of respondents (up from only 15% of respondents 

in 2011) – adding to the financial burden being felt 

by many. This is likely to remain a pressure point for 

providers, particularly due to the introduction of the 

National Living Wage from 1 April 2016. Alongside this 

challenge, recruitment became a much more notable 

issue for providers.
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Looking at the trends across the five year period, occupancy rates have largely remained constant, though the greatest 
variance was seen in 2012. In this year, 36% of respondents experienced a drop in occupancy levels to some degree in 
the previous 12 months, and almost a quarter (24.5%) noted increased occupancy levels during the same time. 

Changing occupancy rates

For those respondents that experienced changes  

in occupancy rates over the 12 months preceding  

each survey, for the majority, this variance was  

between zero and five percent, though more extreme 

increases and decreases were recorded by some.

Encouragingly, the majority of respondents are  

maintaining occupancy levels greater than 90%.  

68.1% noted this in 2012, but this figure has increased  

over time, reaching a peak in 2015 when just over  

75% of respondents were maintaining these levels.

Are you maintaining occupancy levels greater than 90%?How have your occupancy levels changed in the last 12 months?

Stayed the same

Decreased

Increased

Yes

No

49%

31%

20%

2011

52%

28%

20%

2014

40%

35%

25%

2012

48%

27%

25%

2015

49%

27%

24%

2013

68% 68%

72% 75%

32% 32%

28% 25%

2012 2013

2014 2015
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In 2011, the number of respondents looking to expand over the following 12 months was almost equal to those  
that had no such intention. By 2012, this number had significantly increased to almost 63%. But over the following  
two years, this number declined again steadily with only 54% of those surveyed looking to expand in 2014.  
However, in the latest survey this figure reached a peak, with 63% stating the intention to expand. 

Growth and confidence levels

Interestingly, insight from the roundtables suggests  

that growth has changed over the period. Whilst care 

service providers are looking to expand, it is now  

about making existing assets work harder and more 

efficiently, for example through the repositioning  

of existing rooms, increasing the number of rooms,  

or through buying homes being sold by larger  

operators or failing providers.

The highest level of confidence was 
seen in 2011when over 74% of 
respondents stated that they were either 
‘extremely confident’ or ‘confident’.

When looking at the confidence respondents  

have in their own business’ prospects, on aggregate 

over the five year period confidence has declined  

(excluding a peak in 2013). The highest level of 

confidence was seen in 2011 when over 74%  

of respondents stated that they were either  

‘extremely confident’ or ‘confident’, but this dropped  

significantly to just below 61% the following year.

Are you looking to expand in the next 12 months?

Yes

No

2011 2012 2013 2014 2015
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Extremely confident or confident
Change

Less confident
No change

Little or no confidence

2011 2012 2013 2014 2015

What level of confidence would you attribute  
to the prospects for your organisation over the  
coming 12 months?

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

2011 2012 2013 2014 2015

What level of confidence would you attribute  
to the prospects of the sector over the coming  
12 months?

80%

70%

60%

50%

40%

30%

20%

10%

0%

Almost 7 in 10 operators have changed 
practices in light of recent revelations

★ ★ ★ ★

★ ★ ★ ★

One of the most notable aspects of the 2013 survey 

was a substantial increase in confidence among 

providers, when over 74% of respondents said that 

they felt ‘extremely confident’ or ‘confident’ about 

the prospects for their organisation. However, this 

recovery was short-lived and in the following two 

surveys this figure dropped off, reaching 61% in 2015. 

At the same time, the number of respondents  

scoring their confidence at the lower end of the scale 

increased steadily. In 2011, less than 7% of providers  

that completed the survey stated that they had little  

or no confidence in their prospects. By 2015, this  

figure had risen to just over 19%.

This change in sentiment was recorded alongside 

heightened awareness of the threat of reputational 

damage, with almost seven in 10 operators having  

changed practices in light of recent revelations.  

When looking at the sector as a whole, a similar 

trend can be seen, albeit the variance between  

years has been more dramatic. The highest level  

of confidence was recorded in the first survey in 

2011, when 74.2% of respondents stated that they 

were either ‘extremely confident’ or ‘confident’.  

This was followed by a dramatic decrease in 

confidence the following year when only 20.23%  

of respondents felt the same. 

Despite an increase in confidence in the wider 

care sector in 2013 and 2014, with 37% and 40% 

(consecutively) ‘extremely confident’ or ‘confident’, 

confidence continued to decline. The lowest levels 

of confidence that respondents would attribute to 

the sector more generally were noted in the 2015 

survey, with almost 42% stating that they  

had little or no confidence.
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Over the last five years, healthcare has never been far from the headlines. We have seen significant polarisation  
in the sector – whether it be the North/South divide, the split between ‘self ’ and ‘local authority funded’ residents, 
purpose built homes versus conversions, and those that can afford to pay for care and those that can’t. 

A banker’s view: Paul Birley

What will the next five years hold? Will we see 

further polarisation? Technology must play a major 

part in supporting the delivery of care, although 

never forgetting that care is delivered by people  

who want to help others.

I also suspect we’ll see the gap between supply 

and demand reduce, as poor quality care homes 

close and aren’t replaced. Therefore, quality care 

home operators should have a stronger position 

in negotiations with commissioners as vacancies 

reduce around the country. Local authorities have 

a statutory duty to look after those that can’t look 

after themselves. With capacity filling in the ‘good’ 

and ‘outstanding’ rated homes, there is a question 

over how local authorities will react. Will they have 

to place individuals in homes rated as ‘requires 

improvement’ and, if so, how will potential residents  

and their families feel and react? 

In my years in the sector it has always been cyclical.  

A little over seven years ago, local authority funded 

homes were thought to be a good investment. I suspect 

that this sentiment will return in the next few years. 

The National Living Wage, whilst initially seen as a threat, 

is, however, an excellent step in recognising the value of 

care workers – although we now need to look at career 

pathways to ensure we can attract and retain top talent 

in a sector that makes a real difference to a lot of people.

The big unknown continues to be the NHS and the 

impact it has on the social care sector. Financial 

pressures aren’t going away, as demand for NHS 

services increases at a faster rate than either the funding 

or efficiency savings. The source of funding is an issue 

– in that social care is means tested whilst the NHS is 

free at the point of delivery. The ‘DevoManc’ pilot is an 

encouraging development – hopefully necessity will 

drive innovation and creativity because we will need 

everyone to work together to ensure we can continue  

to deliver the care many will need in the years to come.

Paul Birley
Head of Public Sector  
and Healthcare 
Barclays 
M: 07775 546 435* 
paul.birley@barclays.com 

mailto:paul.birley@barclays.com


12 of 16

Our view of social care at Caring Times is that it has changed greatly since we began observing and commenting  
on it over 25 years ago; however, unlike some commentators, we do not see these changes as unprecedented. 

A view from Caring Times: Richard Hawkins

If one thinks back to the break-up of the feudal 

system, the profound effects of the agricultural 

and industrial revolutions, and the social and 

gender impacts of World War I, one can appreciate 

that change – even in our tiny part of the world -  

is constant. 

Having said all that, there have been major changes, 

and the most significant is the huge number of 

people now living to over 85 years old. A person of 

three score years and ten is a youngster nowadays 

because their co-existing morbidities at this age 

are so much less debilitating than they used to be. 

But, by the time they reach 85, one in five will have 

dementia3. With the one hand we have gained, with 

the other we have lost. As a consequence, challenges 

and opportunities abound as part of the increasing 

variety of care available to that older population – as 

the varying types of care home, sheltered housing, 

step-down-care, intermediate care and community 

care all testify.

One area in which there has been unprecedented 

change, however, is the means by which we observe, 

learn and comment – through communication and 

the media. Every year, the pace of change seems to 

accelerate so fast that even five years ago seems an 

age away. Twenty five years ago, most of us in the 

UK communicated through the written and spoken 

word – and that was probably true even five years 

ago. Nowadays, our Caring Times readers in our 

biennial surveys overwhelmingly tell us that they still 

want their printed copies of Caring Times as a key 

part of their learning, but they are also using other 

sources such as websites, social media and events 

for information gathering and comment.

One interesting aspect of this media change is that 

the barriers to entry to being able to comment 

publicly are now almost non-existent. Previously, you 

had to be a media baron to be able to afford to run 

newspapers or publishing houses, often involving 

huge numbers of people, printers and distribution 

networks. Now all you need is access to the internet. 

Almost everyone can express an opinion and  

be heard. Almost everyone can join with others to 

create powerful leagues which can influence and 

shape policy at every level – from the highest central 

government levels to local community levels, and 

even to the level of a single individual.

We have not yet seen this new type of power used  

in social care to any significant effect. But it will come 

and the consequences could be vast – good and bad.

Dr. Richard Hawkins MBBS FRCS

Editor-in-chief
Caring Times
T: 0207 720 2108
richard@hawkerpublications.com 

 3 http://www.alzheimersresearchuk.org/about-dementia/helpful-information/reducing-the-risk/

mailto:richard@hawkerpublications.com
http://www.alzheimersresearchuk.org/about-dementia/helpful-information/reducing-the-risk/
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This report has highlighted some interesting trends that have emerged within the sector over the past five years.

A view from Pinsent Masons: Joanne Ellis

Challenges have changed in importance over time, 

but from our perspective, reputation management 

has moved significantly up the agenda for many 

businesses we advise.

Developments over the last 18 months have meant 

that we have seen an uncomfortable spotlight being 

shone on management for the responsibility for the 

health and safety of service users and employees. 

A new understanding was agreed between the Health 

and Safety Executive and the CQC that outlined the 

arrangements for investigating and prosecuting 

alleged “safety” issues as breaches of fundamental 

standards. At the same time, a number of significant 

manslaughter prosecutions were announced against 

social care providers, an NHS Trust (although that 

prosecution subsequently failed) and individual 

medical practitioners. In one of those cases, a small 

care home provider received a significant fine and one 

of its directors received a substantial prison sentence 

following the death of an elderly resident.

From 1 February 2016, the fines for breaches  

of health and safety legislation and offences of 

corporate manslaughter were significantly increased 

by the introduction of new sentencing guidelines. 

For large companies with a turnover exceeding 

£50m, cases involving the risk of death may result 

in multi-million pound fines and the guidelines also 

significantly increased the risk of individual managers 

and directors receiving prison sentences.

These increased regulatory pressures and associated 

training costs can be the straw which breaks the 

camel’s back at a time of the NLW. We have seen a 

trend for greater consolidation of smaller operators 

and restructurings of those at the larger end of 

the spectrum in response to all the challenges and 

opportunities that this movement in the market  

brings for funders and service users alike.

Joanne Ellis

Partner
Pinsent Masons 
T: 0207 418 7110
joanne.ellis@pinsentmasons.com 

mailto:joanne.ellis@pinsentmasons.com
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On balance, the UK healthcare landscape has weathered fairly well given the number of missiles thrown  
at it over the last 12 months.

A view from Knight Frank: Julian Evans

Some of those missiles include the introduction of  

the National Living Wage, changes to bank lending 

policy, CQC regulation, and the ongoing debate on  

the UK membership of the European Union (EU) 

to name but a few. Countering this, in the main, 

has been the pleasantly received increase in local 

authority fees. Not all local authorities in April 

increased their baseline fees above inflation, but a 

large proportion did, including many that improved 

them to 4.5%. This has been welcome news. 

Perversely, the living wage is a key factor in why 

many good quality homes are starting to trade far 

better. This is because the living wage is already 

forcing the closure of small care homes and, coupled 

with the structural under-provision of care beds (i.e. 

demand outstripping supply), has meant occupancy 

rates are starting to increase in homes that are 

generally over 40 beds. 

 

 

The debate on the UK membership of the EU has 

undoubtedly created a hiatus on transactions 

over the first half of 2016. It may be seen as an 

unwelcome distraction but it has not fettered 

appetite for the defensive nature of healthcare 

businesses across all registrations, from social to 

acute care. Outcomes are difficult to predict and it 

is not clear what the result of the vote will mean for 

the sector or the economy as a whole. It has been 

suggested that, if we do vote ‘out’, then sterling will 

weaken; the likelihood in this scenario is that there 

will be increasing interest from overseas investors. 

Cross border capital is nothing new but there is now 

investment appetite emanating from the Asia Pacific 

market keen to invest into UK healthcare. Healthcare 

remains the defensive sector of choice for lenders  

and investors.

Julian Evans FRICS

Head of Healthcare
Knight Frank LLP
M: 07795 283 268*
julian.evans@knightfrank.com

mailto:julian.evans@knightfrank.com
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The survey has captured the views of hundreds of care home operators on the key issues affecting their businesses  
over the last five years.

Conclusion

The results show how they have been impacted by 

a combination of industry-specific issues, such as 

changes to the CQC inspection regime, and wider 

economic developments, such as the recession  

and subsequent recovery, along with the introduction 

of the National Living Wage, which looks set to add 

another layer of complexity to an industry already 

heavily impacted by staff costs. 

With such significant challenges, it is testament 

to those operating in the care sector that the vast 

majority have retained and strengthened their long-

term commitment to the people they care for.

Looking ahead, issues will continue to affect the care 

home sector at a time when the UK population is 

getting older, living longer and suffering from a  

range of increasingly complex health conditions.  

Life expectancy is increasing at a faster rate than 

healthy life expectancy. Recent statistics have shown 

that 40% of over 65s are unable to manage at least 

one domestic task on their own and 33% are unable 

to manage at least one self-care activity on their 

own. Furthermore, almost half of over 65s have a 

limiting long-term illness or disability.

Alongside these factors, some of the population  

requiring care in the future will have more disposable 

income, enabling them to afford it.

In the context of an ageing population, the demand  

for the sector is only going to increase, and I am  

confident that through working with the relevant 

authorities and being willing to adapt accordingly,  

care homes will go from strength to strength.
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