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Balancing the books:
How to cut costs but

The cost-of-living crisis is impacting on goods and services in the social care sector.
Christoph Marr, Founder and Managing Director of Marr Procurement, explains
what providers need to consider in view of escalating costs.

Social care providers experienced inflation
of 10.5% in December 2022 across many
areas of running a business. The cost

of temporary labour agencies has risen
between 175% and 400% in the last two
years; the price of property, food, insurance,
medical consumables, medical equipment
and cleaning products have all increased at
unprecedented levels. This continued rise

in cost has had a significant impact on care
provider viability. Also, with energy costs at
an all-time high, providers have seen overall
costs quadruple in the last two years.

Cut cost not quality

To combat the impact of inflation, it is
important that cost-cutting activity does
not compromise quality of care and
considers professional procurement to
deliver a fair, competitive and value-for-
money remedy.

The first step is how to cut and, in
some rare cases, stop consumption. This
is referred to as a 'demand side’ solution.
One cannot stop buying food in social
care; however, with food wastage as much
as 12%, portion control is key to minimising
waste whilst not underestimating the
importance of quality. Restrictive storage
can dictate pack sizes, thus negotiating
split pack prices is critical. Cutting energy
consumption can deliver material savings
but must not compromise the comfort of
residents. The same holds for temporary
labour: improving permanent recruitment
lessens the need for temporary staff and is
critical to safely cut agency hours.

Temporary labour costs
Labour is the single largest cost to care

providers who are deeply concerned
about ongoing resourcing costs, especially
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temporary labour, because of the
principal risk to the quality and continuity
of care and high cost. This is especially key
given labour accounts for between 60%
and 80% of care provider income.

How can you cut agency costs?

First, review the ‘demand side' actions:
for example, pay review, permanent and
alumni recruitment, refer-a-friend schemes,
an efficient ‘attraction to onboarding’
process, improved rostering systems,
training around resource planning,
converting temporary to permanent and
bank team optimisation. Once addressed,
there is a high probability a reduction in
temp agency spend will materialise.

When attracting care workers you
must consider the age demographic of
the existing workforce. Is there an age
demographic which you are struggling to
recruit and which you want to attract? If
so, then consider introducing new shift
patterns with greater flexibility. Great
permanent recruitment must deliver
high retention levels, therefore attracting
applicants who have an affinity with care
is essential.

Marr Procurement forecasted a year
ago that a recession would lead to
an increase in the availability of care
workers keen to return to the world
of care or keen to try care for the first
time. Recently, thousands of jobs in
non-essential sectors have been made
redundant and this creates a perfect
opportunity for care providers to
capitalise on new potential care workers,
by ensuring their permanent recruitment
campaigns are effective and efficient.
This is vital given successful permanent
recruitment will lessen the need for
temporary staff.

A good temp agency can play a
key role by providing access to skilled
labour at short notice, the issue
being temp agencies have become
necessarily habitual. Addressing the cost
of temporary labour agencies can be
addressed in three ways:

1. Introducing standard contracts where
agency margins are reduced to
sensible levels.

. Creating a fulfilment capability helping
hiring managers find temp staff.

. Introducing technology by way
of an online timesheet, which
provides invaluable data to control
consumption as care worker pay must
not be negatively impacted to ensure
quality of care is protected.

The most successful care providers
adopting this approach to resourcing have
cut the number of temp agency hours
and the cost per hour.

Catering in care

The cost of living crisis is putting care
providers under pressure. Inflation is
now at its highest level in 40 years and
food cost is devastating parts of the
care sector.

A leading food distributor recently
announced, ‘In the last six months, the
cost of living crisis has exacerbated
already volatile market conditions,
which also reflect the extreme weather
that was felt across Europe in the latter
half of 2022. Despite the volatility we're
still seeing, we are starting to see price
inflation and availability stabilise on some
categories and ingredients. However,
this could easily be offset by the impact
of poor harvests caused by the dry

weather last year or China coming out of its
lockdown and putting pressure on demand
across markets worldwide.’

Below is evidence of the volatility
regarding food inflation pressure leading up
to Autumn 2022.

The Consumer Price Index (CPI) for
food and non-alcoholic beverages is one of
the main drivers and continues to rise to
16.8% higher than a year ago, the highest
level in just over 40 years. That said, the
CPl is forecast to gradually decline in 2023
but experience tells us this is unlikely to
translate into lower prices for some time.

Dairy is finally seeing price reductions
across butter, skimmed milk powder
and cheese. Conversely, the cost of milk
remains high. Last year saw a big increase
in poultry prices due to the Ukraine
conflict, inflation and the energy crisis.
Meat and poultry prices fell off slightly
in November but were still significantly
higher (20-40%) than at the start of 2022.
The area to watch when buying poultry is
not just the feed price but also the Polish
live bird price, given Poland is Europe's
largest poultry exporter. While poultry
prices have seen some recent stability,
avian influenza remains a volatility risk.

How can food prices be reduced?

The cost per resident per day ranges from
£4 to £10 depending on the care provider
resident mix. When sourcing food, the focus
must be on quality, provenance, traceability,
sustainability and supply chain reliability.
Price stability is vital and keeping prices
under control wherever possible is crucial as
the last 12-18 months have seen significant
inflation on all areas — frozen, ambient,
chilled, fresh and dairy.

Creating a trusting relationship with a
food supplier is pivotal and means you will
be briefed in advance of inflation, thereby
allowing time to proactively identify
and swap to credible substitutes. This
relationship helps to ensure that, when
wholesale food prices fall, it is more likely
to result in lower food costs.

Running a competitive process to
identify a trustworthy food supplier is
vital to efficient food procurement. It is
recommended that a competitive process
for a frozen/ambient/chilled provider and
a separate tendering process for areas such
as fresh and dairy will see the most efficient
outcomes. A small number of providers can
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combine all food categories, but it is rare.
Having a food supplier with a good-quality
nutritional software package is key to aid
menu design. In terms of costs, pre-COVID-19,
providers could secure a price stability
agreement; however, given current market
volatility, this is now unusual.

It's important to involve service users
in tasting sessions and to ensure that
a comprehensive list of alternatives/
substitutes has been agreed as part of
the contract. If substitutes are needing
to be made, then action can be taken
quickly without impacting on
nutritional content, costs and
consumer satisfaction.

Help is at hand

Marr Procurement is the values-led care
sector procurement specialist; in eight
years we have delivered over 200 cost
cutting sourcing projects across the

UK involving hundreds of millions of

pounds of goods and services. We reduce
operating costs for care providers without
compromising on quality and we do so with
integrity and we are delighted to be working
with Care England to provide a new and
innovative initiative to bring down operating
costs across the care sector. For more
information or to speak to Care England,
contact rayres@careengland.org.uk

Christoph Marr is the Founder and Managing Director of Marr Procurement. To contact the team, email: nicole.avantaggiato@marrprocurement.com
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