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Our series of articles following on from our
Sector Pulse Check report with Hft has so far
focused on a wide range of workforce and
capacity issues. All of them have touched on
how these issues impact the day-to-day
revenue expenditure of care providers, which is
understandable, as many providers don’t have
the certainty they will be able to continue to
operate more than a year or two into the
future. This edition will focus on the longer-
term impacts of the sector's challenges. As
providers run on slimmer and slimmer margins,
their reserves aren’t growing either, forcing
providers to curb capital investment they
need to provide the best quality and cost-
effective care well into the future. 

Here, we explore in more detail the
consequences of a lack of investment from
government, and how this has, and will
continue to increase the price we pay for
care today. It outlines some steps providers
can take to reduce costs and invest in
providing better quality care for those we
support. 

 

Care England & Hft’s Sector Pulse Check 2024
report found that because of cost pressures and
long-term financial uncertainties, over two-
thirds of providers sought internal efficiencies,
and a third curbed investment.

These measures will undoubtedly impact the
‘added value’ that providers can bring to those
they support and have since been further
impacted by both unfunded increases in the
national minimum wage and employers national
insurance changes from April 2025. The
Government needs to move quickly to address
and prevent sector failure, which supports
some of the most vulnerable in society.

Providers of care to older people (OP) were
even more likely to curb investment or seek out
further efficiencies, with two-fifths reporting
having done so. Curbing investment in this way,
while tempting for providers as a short-term
response to financial headwinds, is likely to
impact future years through missed
opportunities for innovation and efficiency and
could lead to reduced quality and capacity.

Costs, driven by workforce-related pressures
and lack of sufficient uplifts and delayed fee
payments from Commissioners, are forcing
providers to reallocate future investment
resources into current payroll expenses, a
principle only set to worsen with the increases
in employers’ national insurance contributions.
This will impact the future potential and
capacity of a sector which is already
chronically underfunded; the Health Foundation
has estimated that the sector will have a
funding gap of anywhere between £8bn and
£18bn by 2032/3.
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According to the Sector Pulse Check 2024
report, 73% of providers expect to have a
deficit in the next three years, up from 70% in
2023. Moreover, providers for LD adults were
more likely to report being in deficit than
providers of care to OP, with 30% and 24% of
providers in deficit, respectively. This illustrates
the systemic issue that has plagued social care
for decades: a chronic reliance on short-
termism in Government support. Instead of
meaningful, sustained investment, successive
Governments have focused on temporary fixes,
papering over the cracks of a struggling sector.
This evidences a “scraping by” model in which
providers are caught between “just enough to
get by” and “not enough to address the
problem, or invest in future sustainability” This
model stifles long-term planning, inhibits
innovation, and puts the country’s most
vulnerable people at risk of not receiving
sufficient support, unfunded care and unmet
needs. 

Without proportional investment, the 2024
Autumn Budget changes to employers’ national
insurance will cost the sector over £900m this
financial year, “more than wiping out the extra
funds allocated to social care at the recent
Budget.” With these, along with changes to the
VAT regime for the sector, it will likely further
increase the short and medium-term deficit of
care providers and push many of those
currently in surplus into a deficit.

A good injection of investment is in everyone’s
interests to decrease short-term revenue
costs. Providers will benefit from being able to
use the most up-to-date technology and
assets, and invest in their infrastructure,
carbon reduction and ensure services are
sustainable for an ageing population.
Commissioners will benefit from the reduced
ongoing cost of care, and those who rely on
care will benefit from a better quality and
person-centred service.

Unfortunately, wholesale reform is on the
distant horizon. Baroness Casey’s Independent
Commission into adult social care won’t report
until 2028. 

Its recommendations are not expected to be
fully implemented until 2036. That’s at least
two general elections away, when a change of
government (and therefore priorities) will be
likely, even if the governing party stays the
same. Some MPs, like Liberal Democrat Leader
Ed Davey, are calling for the government to “rip
up that timetable” and provide the sector with
the reforms it needs this year, however the
Government’s large majority in Parliament
makes this unlikely.

So, there must be a nugget of positivity in this
story. There must be something that providers
and sector supporters alike can do to make the
prospect of investment easier. At Care England,
we’ve recently launched our paper Internet Job
Boards: Friend or Foe? which outlined that care
providers may be spending more than £100m a
year on online job boards, and yet almost half
of providers surveyed said they were unlikely to
recommend this practice due to diminishing
returns. The paper outlines a number of steps
you can take to reduce your spend on job
boards, along with some alternatives to use to
find better candidates.

Our 2024 paper Future Proofing Care brought
together a team of industry experts to provide
advice to smaller providers who are unable to
access the high costs of consultancy firms, or
those with less capital to leverage. They explore
investment options such as renovation or
cosmetic upgrades to care homes and securing
third-party investment to help overcome the
challenges needed to remain competitive.

Curbing investment ultimately leads to reduced
quality of care in the long term, alongside an
increased short-term cost of care draining
providers and public funding. The reality is, like
so many other challenges that we’ve discussed
in this series, it’s happening now and
government action can’t wait. With so many
recent changes to immigration, tax and funding
policy hitting the sector while it’s already down,
it’s possible that the sector may collapse
before Casey has a chance to report. We’ve
seen there is appetite amongst some MPs to hit
the ground running in the here and now, but
Government must also seize the moment and
use their mandate to deliver a care system in
England that the wider public should not only
expect, but be proud of too.
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