>

Experts in health

Improving productivity,
addressing unmet needs

and prevention in the NHS

10 June 2025

Ben Richardson, Yemi Oviosou



Improving productivity, addressing unmet needs and prevention in the NHS

How the NHS can optimise health outcomes in a time of
financial constraint

There is growing consensus that the NHS is at a turning point. Despite absorbing an
increasing share of public service spending, performance is stagnating or in decline, while
public expectations and health needs continue to grow. The 2024 Darzi Report labelled the
NHS as “in serious trouble”—a conclusion that underscores the urgent need to re-examine
how the system delivers care, how it uses its resources, and how it can be set on a path
toward sustainability.

In other words, the NHS needs to consider how it can increase healthcare value to — deliver
better outcomes and greater output from the available funding. Delivering more from existing
resource This means boosting productivity across the system, using resources more
effectively to meet the health needs of the population, and investing in prevention to improve
health and reduce long-term costs. Together these things need to be possible for the NHS to
be sustainable.

At a time when public trust and political focus on the NHS are sharper than ever, our latest
report, aims to answer these questions and considers how the NHS can increase healthcare
value.

Over this ‘Economics in Health’ series, we aim to address the following:

1. What is the size of the productivity opportunity in the NHS overall and what is driving
it?

2. Whatisthe size of unmet needs in chronic conditions, and what is the potential
impact of closing these gaps through improved care and treatment?

3. Whatisthe opportunity forimproved return on investment of prevention?
4. What are the critical enablers to permit this to happen?

This introduction provides the context of our analysis and a high-level summary of the
findings.

For over two decades, political and policy ambition has centred on what has been variously
described as integrated care, care closer to home and population health management, which
some have labelled a "left shift”. The government's focus on "three shifts" prevention,
community-based care, and digital innovation aligns with its long-term policy objectives.

In practice, however, the Darzi Report highlights a persistent “right drift.” Acute hospital care
now consumes 58% of NHS spending, up from 49% in 2002, while investment in community
and primary care has flatlined or declined. This imbalance has starved the parts of the system
most capable of preventing ill health and managing chronic conditions, which in turn feeds
more demand into the acute sector.
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At the same time, the health of the population has deteriorated, and the system’s ability to
commission services effectively has weakened. The result is a self-reinforcing cycle of rising
demand, reactive spending, and declining returns on investment.

Estimate of NHS spend by healthcare service
Percentage, 2002 - 2021
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Source: UK House of Commons Research Briefing: NHS funding and expenditure (2024), Populations data is from ONS. Spend by care
setting is taken from Darzi report (2024)

To address the issues identified in the Darzi Report of declining health despite the rise in
spending, we wanted to investigate what has happened to NHS productivity on the one hand
and how the health of the population is being addressed on the other. In doing so we have
looked at 3 key themes; NHS productivity, the unmet needs in chronic conditions and the
return on investment from prevention spending.

Given the concentration of funding in the acute sector we have focused explicitly on acute
sector impactin these three areas. To make this report as robust as possible we have relied
on figures reported by NHS England itself and submissions to parliament, using annual
figures for spend, activity and workforce.

=

6
3

=%
] !
—




Improving productivity, addressing unmet needs and prevention in the NHS

Key findings

1. The productivity challenge in acute care

In looking at overall NHS productivity, we found that the acute sector stands out as the area
where productivity has fallen most significantly - despite being the largest and fastest growing
area of NHS spending. In contrast, primary care has increased output relative to input and
mental health and community care appear to have broadly kept pace.

Between 2013/14 and 2023/24, NHS spending per capita rose by 23%, with spendingin the
acute sector increasing even more sharply - by 32%. However, this rise in funding has not
delivered the expected improvements in output; in fact, productivity has significantly
declined. The core issue is that much of the additional funding has gone toward expanding
the workforce - particularly doctors and nurses - at a rate far exceeding long-term demand
growth, while output has fallen and remains below trend.

Total NHS spend per capita as a proportion of 2013/14 spend NHS spend per head as a proportion of 2013/14 spend
£ spend per head between 2013/14 and 2023/24 indexed to 2013/14, £ spend per head between 2013/14 and 2023/24 indexed to 2013/14,
constant at 2022/23 prices constant at 2022/23 prices
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Source: UK House of Commons Research Briefing: NHS funding and expenditure (2024), Populations data is from ONS. Spend by care
setting is taken from Darzi report (2024), 2021/22 - 2023/24 splits are assumed to 2020/21 proportions documented in Darzi. Between 7-
10% of spend categorised as ‘Other’ and not attributed to any care setting.

Although acute care productivity improved in the early 2010s, it began to deteriorate from
2018/19 - one year before the pandemic - and has yet to recover. Over the past decade, real
spending rose by 41%, and the workforce grew by 34-37%, but output increased by only 21%.
Hence, over the past decade, productivity in the acute sector has dropped by 10-14% since
2013/14.

In 2018/19, a notable shift occurred with the annual growth rate in the number of doctors and
nurses acceleratingto 2.3x and 3.7x higher, respectively, than in the preceding five years -
despite little evidence of a corresponding rise in activity or outcomes.
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Real NHS spend on acute and output

Medical and nursing staff FTE

Productivity
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Source: CF Analysis of Hospital Episode Statistics, KH03, ONS, Unit Cost of Healthcare, NHS workforce statistics, NHS Funding and
Expenditure, Darzi report’

CF’s analysis shows this productivity loss amounts to £17b to £18b since 2018/19. This
loss in acute productivity since before Covid in 2019/20 to 2023/24 is estimated to be 12-
16%. However, productivity had already started to fallin 2019/20 before Covid. Thus, we
measure productivity’s decline from when started to fall in 2018/19 as a drop of 17-18%
whether measured as weighted activity unit per nurse, doctor or pound spent on the acute
sector.

Change in acute productivity over time Change in acute productivity

Change in productivity between 2018/19 or 2019/20 and 2023/24
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Source: CF Analysis of Hospital Episode Statistics, KH03, ONS, Unit Cost of Healthcare, NHS workforce statistics, NHS Funding and
Expenditure, Darzi report?

! Hospital Episode Statistics (A&E Attendances & Emergency Admissions, Hospital Outpatient Activity, Hospital Admitted Patient Care
Activity), KHO3 Bed Occupancy (Average Daily Available and Occupied Beds Timeseries), ONS England population, Unit Costs of Health and
Social Care 2023, NHS Hospital & Community Health Service (HCHS) - Staff in NHS Trusts and other core organisations (NHS workforce
statistics), Parliamentary Briefing (NHS Funding and Expenditure (2024), Figure VIII.1.1 Darzi, Independent Investigation of the National
Health Service in England

2 Ibid.



https://www.england.nhs.uk/statistics/statistical-work-areas/ae-waiting-times-and-activity/
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-outpatient-activity
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-admitted-patient-care-activity/2023-24
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-admitted-patient-care-activity/2023-24
https://www.england.nhs.uk/statistics/statistical-work-areas/bed-availability-and-occupancy/bed-availability-and-occupancy-kh03/
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates/timeseries/enpop/pop
https://digital.nhs.uk/data-and-information/publications/statistical/nhs-workforce-statistics
https://digital.nhs.uk/data-and-information/publications/statistical/nhs-workforce-statistics
https://researchbriefings.files.parliament.uk/documents/SN00724/SN00724.pdf
https://assets.publishing.service.gov.uk/media/66f42ae630536cb92748271f/Lord-Darzi-Independent-Investigation-of-the-National-Health-Service-in-England-Updated-25-September.pdf
https://assets.publishing.service.gov.uk/media/66f42ae630536cb92748271f/Lord-Darzi-Independent-Investigation-of-the-National-Health-Service-in-England-Updated-25-September.pdf
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NHS England reported its view that productivity had fallen 24% in 20/21 and had grown 2.4%
in the first seven months of 24/25, concluding productivity was about 8% lower than in 19/20,
due to a set of adjustments noted although with data that is not in the public domain?.

If we backed up the clock to the level of productivity in 2018/19 and banked the 17-18%
productivity gain, the £17b reduction in acute spend would reduce the acute share of the
NHS budget to 49%. In other words, it would entirely reverse the “right drift” since 2003. And
itwould make an “acute productivity dividend” of £17b available for reinvestmentin primary
care, community care, and mental health.

To capture this opportunity, we must boost clinical workforce productivity:

e This starts with an economic review of safer staffing models to review the guidelines
being operated within and whether the benefits of these is worth the cost.

¢ Address the mismatch between clinical workforce growth and patient demand by
leveraging granular data on activity and staffing at both the provider and system level.
Localised workforce planning should be introduced to ensure clinical capacity is better
matched to actual patterns of patient need.

o Createincentives for providers and potentially staff by ensuring the money follows the
patient. Activity based payment across the board is heeded to enable funding of activity,
remove distortions from block funding, and provide a basis for value-based models on top
of the baseline of counting of activity.

e Data, digital and Al should be embraced to accelerate this. The FDP could enable
replicable analysis to scale workforce productivity across the country and deploy Al tools
that reduce admin, particularly through natural language processing and intelligent
agents, freeing up clinicians to focus on patient care.

As the Darzi Report made clear, the health of the population has declined. Given the scarce
resources faced today, is the cost effectiveness of interventions being maximised? Hence, in
our report we focus management of chronic disease and the impact of optimising treatment
in line with clinical guidelines.

Cardiovascular, Renal, Metabolic (CRM) conditions including CVD, Chronic Kidney Disease
(CKD), diabetes, and obesity are increasingly recognised as a related set of diseases which
are also connected closely with onset of dementia. Together they are associated with up to
37% of deaths each year. Looked at independently, each of these affects between close to 1
million (dementia) to more than 6 million (obesity) who have a recorded diagnosis within

3 “The updates to method include: using more recent costing data to weight activities (including weighting similar activities together, such

as the same procedures carried out in outpatients or inpatients); counting activity growth at a more granular level to better capture changes
in complexity; expanding the coverage of activity to include adult critical care, diagnostic imaging, non-consultant led outpatients, advice
and guidance and high cost drugs” https://www.england.nhs.uk/long-read/nhs-productivity-update-feb-25/



https://www.england.nhs.uk/long-read/nhs-productivity-update-feb-25/
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clinical criteria®. Independent estimates of prevalence put the burden as significantly higher,
but critically, beyond those already diagnosed, there is a substantial undiagnosed and at-risk
population. If left unaddressed, the burden of disease will continue to grow.

Baseline deaths Diagnosed, undiagnosed, and at-risk population
Number of deaths associated with condition {'000) Number of people (million)
A% Proportion of total deaths  Diagnosed
Undiagnosed
7% At-risk

"At-risk” is defined as:
«  Dementia: mild cognitive

30% impairment (MCI) 17.0
+ CKD: CKD stages 1-2
+ CVD: =4.9mmol/l LDL
cholesterol
* Diabetes: prediabetes
+  Obesity: overweight
15%
11% i 1
6.6 6.0
6.5%
a3 12 1.6
05
[ > o B B
. . ;- —
Obesity CKD Dementia Diabetes cvD Dementia CkD CvD Disbetes Obesity

Note: categories overlap in this analysis meaning totals do not add.

Source: CF analysis, Diabetes UK, British Heart foundation, Alzheimer’s Society, NHS England, QOF, Gov.uk, ONS, Kidney Research UK,
CVD Prevent®.

In addition to heart attacks, strokes and deaths from largely preventable disease, chronic
disease places an increasing strain the system, especially the acute sector, with increased
A&E attendances, emergency admissions and outpatient appointments. It has been
complicated to understand the precise burden of these conditions together due to the
substantial comorbidity of disease—and previous attempts to do so have used subsets of the
population or estimates.®

In new analysis of record-level data of the whole population, we find that individuals with a
single long-term condition make up 6.8% of the population and account for 7.9% of NHS
acute costs, while those with multimorbidity represent 15% of the population but drive 39.7%
of acute costs; together 22% of the population drive 48% of costs.

Meanwhile, while dementia affects just over 1% of the population yet accounts for 10% of
acute spend.

Within this set of people, we analysed four major chronic conditions—cardiovascular
disease, diabetes, chronic kidney disease, and obesity—as well as dementia. These
conditions represent these represent a growing spectrum of CRM conditions. CRM accounts
for £26 billion or 45% of the chronic disease burden and 56% of acute healthcare cost, with
dementia contributing an additional £8 billion, for a total of £34b.

4 Sources: Dementia: Alzheimer’s Society estimates Dementia at 824k in England with only 65% diagnosed (Alzheimer’s Society) and up to
50% of that with mild cognitive impairment; CKD:UK prevalence recorded at 7.2m in total and 3.2m stage 3-5, or England all stages 6.1m and
2.8m for stage 3-5 ( Kidney Research UK and ONS) Diabetes: QOF records 3.9m people with Diabetes (QOF (Fingertips) ) and hence 3.6m
with T2DM given , with undiagnosed estimated to be 30% higher (ONS) and at risk as many as 6m (https://www.diabetes.co.uk/);

5See e.g., Pearson-Stuttard J, Holloway S, Polya R, Sloan R, Zhang L, Gregg EW, Harrison K, Elvidge J, Jonsson P, Porter T. Variations in
comorbidity burden in people with type 2 diabetes over disease duration: A population-based analysis of real world evidence.
EClinicalMedicine. 2022 Aug 1;52:101584. doi: 10.1016/j.eclinm.2022.101584. PMID: 35942273; PMCID: PMC9356197



https://www.alzheimers.org.uk/news/2024-10-25/alzheimers-society-responds-care-quality-commissions-cqc-state-care-report
https://www.kidneyresearchuk.org/wp-content/uploads/2023/06/Economics-of-Kidney-Disease-full-report_accessible.pdf
https://fingertips.phe.org.uk/search/qof
https://fingertips.phe.org.uk/search/qof
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthinequalities/bulletins/riskfactorsforprediabetesandundiagnosedtype2diabetesinengland/2013to2019
https://www.diabetes.co.uk/
https://pmc.ncbi.nlm.nih.gov/articles/PMC9356197/
https://pmc.ncbi.nlm.nih.gov/articles/PMC9356197/
https://pmc.ncbi.nlm.nih.gov/articles/PMC9356197/
https://pmc.ncbi.nlm.nih.gov/articles/PMC9356197/
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Distribution across segments by population, total cost, and activity (all ages)
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Source: CF Population Segmentation using analysis of ONS, Hospital Episode Statistics record level data, National Cost Collection Index,
MFF®,

In theory, the NHS is well positioned to manage these conditions: NICE has developed world-
leading guidance on cost-effective care in all five areas. But in practice, there are large and
measurable gaps between expected prevalence and what is diagnosed, treated, and
optimised. These gaps that must be closed to better meet the needs of the population.

Our analysis revealed that only 37% of people with cardiovascular disease have cholesterol
below target and only 28% of people with diabetes are at the optimal level of blood sugar
control. Less than 20% of CKD patients receive medication, moreover, stage 1 and 2 are not
addressed by NICE guidance and as a result are overlooked. In obesity and dementia, most of
the eligible population do not even receive treatment. 65% of dementia patients are
diagnosed and only 5% of patients are on AcHe inhibitors which has been shown to delay
admission to residential care by up to 2 years. Moreover, recent evidence suggests that 45%
of risk factors of dementia are addressable and hence dementia could be prevented largely
by addressing the same CVRM risk factors.®

8 https://www.thelancet.com/journals/lancet/article/P11S0140-6736(24)01296-0/abstract



https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(24)01296-0/abstract
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Diagnosis and treatment gap in CVD, diabetes, obesity, CKD and dementia

Number of people (million)

37% CVD patients are on
lipid-tower therapy and
have cholesterol under
threshold.

28% of those eligible for
type 2 diabetes treatment
have HbA1c at optimal
levels

Diabetes Obesity "

CvD

54% of individuals with

obesity have disgnosis;

only 200k were referred to
weight management and
treatment limited to 220k
for trizepitide

@ Diapgnosed
@Ogptimally tre ated

73% of diagnosed CKD
patients in stages 3-5 are
treated optimally

Only 65% of dementia
patients are disgnosed,
only 5% of patients are on
Ache inhibitors.

CKD ** Dementia

0.0 (28,000}

*Treatment statistics for obesity were net included as targets for obesity are subjective and differ for sach individual

**Treatment statistics for CKD were not included as the number of people on CKD medicines (independent of dialysis andsor transplant) are not widely reported

Sources: CVD: CVDPREVENT, Health Survey England; NHSBSA; British Heart Foundation; Diabetes: QOF, NHSE, ONS; Obesity: Gov.UK,
QOF, National Obesity Audit; CKD: Kidney Research UK, QOF; Dementia: NHSE Primary Care Dementia Data, DiscoverNOW, QOF, CF

analysis

To accurately quantify the opportunity, it is important to account for the high level of
comorbidity across these conditions. Therefore, we have analysed segments of the
population; people with single long-term conditions, those with multimorbidity, and those

living with dementia.

Our analysis shows that optimising treatment has the potential to reduce HCRU costs and
mortality across the five health conditions with potential gross savings between £870 million
to £4.8 billion, and that is before considering any longer-term impact from heart attacks,
strokes etc. This used two different methods: 1) variation analysis within similar conditions,
controlling for age and deprivation, and 2) risk reduction based on the achievement of clinical

guidelines and reducing underlying drivers of disease.

HCRU costs before and after intervention

HCRU costs savings

Secondary care costs (£ billion), 2023/24

[ Baseline HCRU £ (23/24)
HCRU £ reduction in variation {10YP)

HCRU £ based on risk factor reduction 172

147
12.4
10.0
83 87 g5
6.6 71 g7
56 53
4.3
34
Demen tia CKD Diabetes Ob esity cvD

Secondary care costs (E billion), 2023/24

. £ savings due to reduced variation (10YP)
£ savings due to risk factor reduction

Remaining HCRU £ (23/24)
£4.8b
£2.5b
£1.8b
£1.6b £1.5b
SARE £2.2b £1.2b £1.3b g
1 | I I I I
Dementa CKD Diabetes Cbesiy cvD

Source: HES APC, ECDS, OP; CF analysis; CVD: NHSE, ONS, CVDPREVENT, Health Survey England; Diabetes: BNF, NHSE, QOF, ONS,
diabetes.co.uk; CKD: Kidney Research UK, CVDPREVENT, Ku et al. (2018); Obesity: GOV.UK, QOF, Jensen et al. (2024); Dementia: QOF, Zuin

etal. (2022), Xu et al. (2021), Davis et al. (2018).
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While these opportunities here cannot simply be added, applying the average gross
opportunity rate of 15% (for the variation method) to 29% (based on risk reduction) to the total
£34b spend on CVRM and Dementia would be worth £4.7-9.0b. Extending the rate of CVRM
savings to non-CVRM chronic conditions would take the total to £6.7 to £12.3b in total. This
does notinclude reinvestment costs to capture these. Allowing 25-50% reinvestment costs
would produce net opportunity of £3.4b-£5.0b at from pure variation and £6.1-£9.2b based on
the implementation of clinical guidelines.

Addressing this will require:

o Data-driven, protocolised care: Implementing NICE guidelines through the use of linked,
patient-level data to systematically identify and close care gaps.

e Population health management approaches: Shifting investment towards primary care,
community services, diagnostics, general practice, and prescribing—to reduce
downstream acute costs. This will require:

a) Initiating and scaling targeted programmes
b) Commissioning models that support proactive management
c) Strong partnerships between the NHS and the life sciences sector

e Optimising medicines use: Aligning prescribing with national best practice to ensure
patients receive the most effective, evidence-based treatments.

Prevention is rightly positioned as a priority for both the NHS and the government - butin
practice, spending on itis poorly tracked, and its impact is rarely evaluated through a return-
on-investment lens. This has led to a conundrum: a strong policy desire to pursue prevention,
met with a widespread perception that there is no additional money to fund it - even if
prevention does save money.

We have previously published with NHS Confed that there is a wide variation in return on
investment in prevention, from 0 to 34x. The median return from prevention is 2x and the
upper quartile is 4x, which suggests that better decision making about prevention could raise
the return even without any increase in funding. If current mandated prevention spend -
estimated at £5 billion per year - were redirected to higher-performing interventions, it could
yield an additional £11 billion in value. Capturing these gains will require targeted investment
in diagnostics, prescribing, and community-based care, especially in primary care and
pharmacy services.’

However, there is a persistent narrative within government and the NHS that potential savings
from prevention are not “cashable” by the NHS. Ironically, the main concern expressed in the
literature on economic impact of prevention is the reverse: that the main opportunities
captured and quantified are ONLY from the acute sector and the significant reduced carer

7 CF and NHS Confed, Pathway to Prevention (2024)



https://www.nhsconfed.org/system/files/2024-10/Pathway-to-prevention_0.pdf
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burden (e.g., dementia), increased productivity (e.g., mental health), and reduced criminal
justice (e.g., substance misuse) are ignored.®

Secondary prevention (managing existing conditions) tends to generate savings mainly within
the acute sector.® This includes the potential of significant savings from emergency
admissions (cardiovascular, diabetes, vaccines, alcohol and substance misuse, falls
prevention).’® Primary prevention and interventions targeting the social determinants of
health (such as diet, physical activity, employment, and housing) tend to deliver some wider
benefits including to local government (through criminal justice, higher productivity,
decreased benefits due to economic participation) but many of these also deliver benefits
from avoided hospital contacts.

Updating our previous analysis to take account of where the benefits fall suggests that the
acute sector would receive £3.34B - £7.24B of the posited £11-22b opportunity from
improved investing in prevention. We have assumed 70% of secondary intervention, 50% of
primary intervention and 30% of wider determinants benefits the acute sector.

Impact from investment in prevention, Ebillion

NHS and Local authority opportunity targeting median and upper quartile return on investment

® Local authority

m NHS Estimated
benefit to
acute Result
70% £1.54 -£3.85
£11.2B ) 50% investment
—— -~~~ inprimary 50% £2.25-£4.2
prevention
4.7%
4 50% investment
- =~ -+ inwider 30% £1.35-£2.5

determinants

Percentages representing the return to acute are
assumptions based on previous CF analysis.

Spend Median ROI uQ ROI

Source: CF Analysis, CF and NHS Confed, Pathway to Prevention (2024)

& Drummond M, Weatherly H and Ferguson B (2008) Economic evaluation of health interventions: A broader perspective should include
costs and benefits for all stakeholders: BMJ 337: a1204; Schwappach D, Boluarte TA (2007) HEE-GER: a systematic review of German
economic evaluations of health care published 1990-2004. BMC Health Services Research 7:7

9 Dalziel K, Segal L and Mortimer D (2008) Review of Australian health economic evaluation - 245 interventions: what can we say about cost-
effectiveness? Cost Effectiveness and Resource Allocation;

10 Dalziel K, Segal L and Mortimer D (2008); Jacob, V. et al. (2022) ‘Pharmacist interventions for medication adherence: Community Guide
economic reviews for cardiovascular disease’, American Journal of Preventive Medicine, 62(3). doi:10.1016/j.amepre.2021.08.021;
Schwappach DLB, Boluarte T and Suhrcke M (2007) The economics of primary prevention of cardiovascular disease - a systematic review of
economic evaluations. Cost Effectiveness and Resource Allocation 5: 5; McBrien, K.A. et al. (2013) ‘Health care costs in people with
diabetes and their association with glycemic controland kidney function’, Diabetes Care, 36(5), pp. 1172-1180. doi:10.2337/dc12-0862;
Kelly MP, McDaid D, Ludbrook A et al. (2005) Economic appraisal of public health interventions. NHS Health Development Agency.
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Previous analysis of ROl showed thatin 2024/25, £3.6 billion was allocated to the local
authority public health grant, while the NHS directed £200 million toward health inequalities
and £1.2 allocated under the Section 7A of the NHS Act 2006 that requires health and justice
services to meet national targets and unique indicators.

Engagement with key leaders indicates that the NHS prioritises secondary prevention while
local authorities focus on primary prevention and social determinants of health (SDOH).
Therefore, we have shown here the NHS prevention spend being targeted at secondary
prevention and Local authority prevention spend being split between primary prevention and
wider determinants.

Whatever the level of savings being targeted, the fact that the median ROl is 2x and upper
quartile 4x, suggests itis reasonable to invest 25% to 50% of the expected savings from these
initiatives in order to achieve the benefits of prevention.

Given advances in data, digital infrastructure, and Al enabling earlier disease prediction and
intervention, it is reasonable to expect higher returns than those reflected in current ROI
analyses. The case for prevention becomes even stronger when factoring in these emerging
capabilities.

To fully realise this opportunity:

¢ We must invest smarter in prevention. Currently, what is spent on prevention is poorly
tracked, and return on investment is seldom evaluated. There is a pressing need to
quantify existing prevention spend, reallocate budgets based on the highest-value
interventions.

e Commissioning must evolve. Investment does need to be made in areas outside the
acute setting to deliver proven interventions, including in primary care, community
pharmacy, community services, and prescribing - and savings need to be identified and
captured from the acute sector. But to build confidence in this model, we must be able to
measure outcomes - and align incentives through robust payment mechanisms.

e Activity-based payments and value-based incentives are critical not only for driving
productivity, but also for enabling the capture of expected benefits from avoided activity in
the acute sector. Value-based care mechanisms can sit on top of this baseline.
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What Needs to Change:

Realising the potential of £12-18 billion in acute productivity gains, £3.4-5.0 billion from
reducing variation in chronic disease management, and £6.1-9.2 billion by addressing care
gaps could collectively unlock £15-27 billion in opportunities to improve resource utilisation
within the acute care sector alone. Note this does not add in the savings that might accrue
to the acute from optimised prevention spending as in many ways this would overlap with the
notion of closing clinical care gaps and/or reducing variation. This would, be a substantial
prize to capture and not one that could be achieved overnight.

To realise this opportunity across productivity, treatment, and prevention, we must focus on
the priorities previously mentioned—supported by five core enablers.

Priorities:

Boost clinical workforce productivity by reviewing the cost-effectiveness of current staffing
models, matching workforce to level of demand, implementing activity-based funding, and
leveraging digital tools and Al to reduce administrative burden and free up clinical capacity.

Set “left shift” strategy to focus on protocolized care to close gaps, shifting investment
toward proactive population health management and optimizing medicines use by aligning
prescribing with national best practices.

Investing smarter in prevention by accurately tracking and reallocating funds to high-value
interventions, evolving commissioning to reinvest savings through measurable outcomes and
aligned incentives, and adopting activity-based payments to drive productivity and unlock
value from unmet care needs.

Realising these priorities depends on five core enablers:

e Data: Unlocking the value of patient-level longitudinal data is essential for evaluating
impact and guiding decision-making.

o Funding: Financial flows must follow the patient, especially for those with chronic
conditions and for services delivered in the community.

e Evidence: All decisions must be grounded in robust evidence, with a focus on
interventions proven to deliver value.

e Evaluation: Continuous measurement of outcomes and impacts must become standard
practice to ensure accountability and improvement.

o Regulation: Incentive structures need to be reformed to align with strategic goals—
boosting productivity, driving prevention, and addressing unmet health needs.
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Together, these priorities and enablers offer a roadmap for a more efficient, equitable, and
sustainable NHS—one capable of delivering better outcomes within its financial constraints.

The Bottom Line

Despite unprecedented funding, Darzi’s investigation made clear; NHS performance is falling
short of expectations. But this is not inevitable. There is a £15-29 billion opportunity within
our grasp—if we are willing to shift strategy, invest smarter, and tackle the root causes of
inefficiency and illness.

This series will go on to explore in depth:

e Part1: How we reverse the NHS’s productivity decline

e Part2: How chronic diseases are draining the NHS—and how to close the care gap
e Part 3: Why prevention isn’t just the right thing to do—it’s the smart investment

Stay tuned, and follow the series: #EconomicsIinHealth

If you would like to discuss this report in more detail, please contact our team.



https://www.carnallfarrar.com/contact-us/
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