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1. Executive Summary

We are used to the idea of competition in business. Over the years, some public
services have become open to competition too. Itis important that those engaged in
delivering such services are aware of how different the business environment is to that
of a public service.

This paper considers the question: what can public services —in particular, the NHS -
learn from the private sector about competition?

The NHS, and those involved in its management and governance, can learn a great deal
from understanding the motivations and competitive strategies of businesses —in
particular, why reliance on the private sector to deliver core NHS services would be
incompatible with the sustainable delivery of first-class healthcare, across the entire
population, at reasonable cost to the public purse:

e Business competition is brutal. Businesses have a fiduciary duty to their
shareholders, but none to their competitors, whose interests are diametrically
opposed to their own. Some win the competition; other organisations lose out
and may ultimately disappear. (See Section 2)

e The NHS is different from a normal business competitor and was, when better
funded, hard to compete against. To be able to compete, the private sector
therefore relied on —and received — support from the previous government. This
support was given even to the extent of failing to consider the impact of
decisions on the long-term viability of the NHS. No business would operate that
way. (See Section 3)

e Rational policy now should aim to reshape NHS competition in the interests of
patients and the public purse. This means actively encouraging the kind of
supply competition which strengthens the NHS and improves patient care and
value-for-money and resisting direct competition which harms the NHS, worsens
patient care and reduces value-for-money. And it means learning from what
produced the NHS successes from 1997-2010 (See Section 4)



2.Business competition is brutal

Business competition is a tough game, in which many organisations lose out and
ultimately disappear. Businesses have a fiduciary duty to their shareholders (and in
principle they should consider other stakeholders) but not to their competitors, whose
interests are diametrically opposed to their own.

A competitor is an obstacle to profit

A competitor is any organisation that stands in your way

In the world of business, a competitor is any organisation which provides products or
services which you also provide yourself or want to provide (in a market you want to
serve).

The NHS is a competitor to healthcare service companies

A business which provides or wishes to provide healthcare services in the UK sees the
UK healthcare market as an opportunity and the NHS as a competitor. The UK
healthcare market could offer as much as a $28 billion profit opportunity’, if the NHS
were not present.

Healthcare businesses see NHS service provision as an obstacle to a very lucrative
potential market.

Companies compete because they are legally obliged to do so

The fiduciary duties of directors mean they must grow profit

Directors of a company have legal duties. As Companies House explains?, the first of
these is not to exceed your powers; the second and possibly mostimportantis to
promote the success of the company:

“The duty states a director must act in a way that they consider, in good faith, would be
most likely to promote the success of the company for the benefit of its members
(shareholders) as a whole. When making decisions, directors must also consider the
likely consequences for various stakeholders, including employees, suppliers,
customers and communities. They should also consider the impact on the environment,
the reputation of the company, company success in the longer term and all of the
shareholders (including minority shareholders).”

This duty makes doing what s in the interests of shareholders the number one priority —
in practice this means that directors will do whatever (within the law, and sometimes
even outside?®) they believe will enable them to deliver most money to shareholders over
time. Usually, this means growing profit as fast as possible.

T (The 99% Organisation, 2021)
2 (Barker, 2019)
3 (Financial Times, 2022)



This is true for UK companies and for US corporations, where there is a similar duty® on
directors. Itis not necessarily true for all private sector businesses: traditional GP
practices are private sector partnerships whose main customer is the NHS. The
Partners are free to pursue other goals than profit maximisation — for example patient
care®—and many see themselves as part of the NHS.

In practice this means that a healthcare company will simply walk away from
unprofitable business — products, services®, classes of patients or entire geographic
areas’ in which they cannot make a profit. The NHS, on the contrary seeks to provide a
complete, universal service, even in high-cost areas (though it does not manage to
provide a uniform level of service in all areas®). This makes effective risk transfer to the
private sector very difficult: the NHS cannot simply let businesses fail — it has to step in
to provide the services they no longer provide. Even when they do not fail, if they reject
difficult to treat patients, the NHS has to step in, with all the costs that entails.

The superordinate goals of a company are to maximise value for its shareholders by
growing profit; those of the NHS are to protect the health of the UK population and the
public purse. These two sets of goals are in tension.

Competition is the way to grow profit

In his seminal book on Competitive Strategy®, Michael Porter suggested that businesses
have just two fundamental choices: compete on cost or compete on differentiation —
doing something which (at least a segment of) customers find both distinctive and
attractive. (He also subdivided these into broad scope and narrow scope, but that does
not fundamentally alter the argument).

Since Porter wrote his book, the world has evolved, and a third means of competing
which is qualitatively different from other forms of differentiation has become more
evident: system lock-in. In many technology industries, so-called ‘network effects’ are
predominant, which means that ‘owning’ the standard is key°.

In a growing market, if you can hold or grow your market share and maintain prices, your
revenue will grow along with the market, and you can expect your profits to grow year on
year.

4 (Thomson Reuters, 2023)

5 (Oxtoby, 2016)

8 (Limb, 2015)

7 (Plimmer, Centene to sell GP clinics and hospitals in exit from UK market, 2023)

8 (The Lancet, 2021)

9 (Porter, 1980)

0 |f | create a new presentation software package which is superior in many ways to Microsoft
PowerPoint, it is nevertheless unlikely that it will achieve much market share, because most people use
PowerPoint today, and they want presentations they can open and edit without having to install and learn
new software, and they want to be able to share it with others. They are effectively locked-in to
PowerPoint.



In a stagnant market, the only ways to keep growing profit are to reduce costs (but being
the lowest cost-provider is a game only one company in each sector can win) or take
market share from competitors. Right now, in many sectors we see a combination of
some businesses making record profits along with record levels of bankruptcy''.

Businesses cooperate with non-competitors but attack competitors
Businesses make a sharp distinction between the way they treat competitors and the
way they treat suppliers and business partners.

Businesses cooperate with non-competitors

Businesses are prepared to cooperate with others where doing so could be mutually
beneficial, but they bargain hard. The diagram below shows how a professional services
business — a law firm in this example — might interact with other businesses.

Figure 1: How a Professional Service Business might use Third-party providers — Law firm example

Plant Prgperty and Raw materials Non-core services Core services
Equipment
Buildings, furniture, Legal reference books Cleaning, facilities Provision of legal advice
computers, copiers, etc  (services), paper maintenance,
bookkeeping, etc
Almost certainly from a Almost certainly from a Possibly from a third- Rarely from a third-party
third-party provider third-party provider party provider if and almost never from

confident that customer acompetitor
service will be
unaffected

A law firm would almost certainly source its plant, property and equipment from third
party providers. Similarly, it would get its raw materials: legal reference books and
information services, etc, from third parties. It would also be open to sourcing non-core
services from third party providers as long as it felt assured that it could maintain high
levels of customer service. It might even subcontract specialist legal advice in areas
outside its own areas of expertise'.

What it would not consider doing is encouraging a direct competitor to provide legal
advice in its own areas of specialism to its own clients — it would consider that
commercial suicide.

When businesses cooperate as above, they nevertheless bargain hard to ensure that
they get the best of the bargain. Bargaining power is all important in determining
profitability, and relative size is important in driving bargaining power. If | go to the
supermarket as an individual, | have essentially zero chance of bargaining on price with

" (Thomas, 2024)
2 For example, in a cross-border transaction between the UK and Zambia, it might engage a Zambian law
firm if it lacked expertise in Zambian law.



such a giant business: | have to take their price. When the supermarket wants to bargain
with farmers, itis in a very strong bargaining position and will drive a very hard bargain.

Businesses fight hard with competitors

In keeping with their superordinate goals, businesses treat their competitors as follows:

They aim to take as much market share from them as possible;

They take all legal steps to weaken their competitors’ positions and to
strengthen their own;

Only in exceptional circumstances do they collaborate with them;

They never allow a competitor to use their brand; and

They keep their strategic plans and management information secret from
them —they are treated as commercially sensitive information and not disclosed;
and therefore

competitors must be nowhere near the governance of the business.

If health policy-makers and the NHS were to learn from business about competition,
several of these points would cause material change in policy.



3. Businesses compete against the NHS by tilting the
playing field

The NHS is different from a normal business competitor and would, if properly funded,
be almost impossible to compete against.

To be able to compete, the private sector has therefore relied on — and received — willing
or unwilling support from the government and even from the NHS itself. This supportis
given even to the extent of failing to consider the impact of decisions on the long-term
viability of the NHS. No business would operate this way.

The pre-underfunded NHS was an extremely tough competitor

Before underfunding resumed in 2010, the NHS was hard to compete against: in the
early 2010s, it was rated the world’s number one healthcare system by a wide margin.

Figure 2: Rankings of Developed Country Healthcare Systems

a0 — e W[

P K ==l ] + DS
AUS CAN FRA GER NETH Nz NOR SWE swiz UK us
4 | uw [ s | s [ s [ 1 |2 | |

Source: Commonwealth Fund™

Even worse, from the point of view of its competitors, since the NHS provided its
services free at the point of use to the public, it was impossible to compete with on cost
—unless it could get the public purse to pay for its services.

In practice, offering high-quality ‘hotel services’ in private wards for routine procedures
was a differentiator which a small segment of the population valued and could pay for,
but the NHS was by far the dominant player.

3 (The 99% Organisation, 2023)
14 (Commonwealth Fund, 2014)



The last government supported four types of privatisation

The World Health Organisation defines privatisation' as “a process in which non-
governmental actors become increasingly involved in the financing and/or provision of
healthcare services.” The 2010-24 Conservative governments introduced policies
which, whether deliberately or inadvertently, drove four distinct types of privatisation,
as shown below.

Figure 3: Four Types of Privatisation
Keep funding and capacity Squeeze out - eg hip
below need replacements
Remove certain treatments Throw out - eg OTC
from NHS coverage medicines
Secure support of

Politicians and NHS

management

Allow purchase of quasi-NHS Sell out-eg GP
organisations practices

Contract to third-party Contractout-eg
suppliers cataracts

First of all, there is squeezing out. The pattern of funding changed to one in which (until
COVID struck) the percentage of GDP spent on the NHS fell year on year, unlike both our
own history and the funding patterns in peer countries. This meant that capacity fell
below need'® and waiting lists increased (even before COVID). Many people were
squeezed out of the NHS because they were unable to wait. As the Financial Times
reported’’, “Although most private operations are still paid for via insurance schemes,
the biggest growth has been in patients paying an upfront fee for their operation,
particularly in areas where the NHS hospitals have been slow to restore non-emergency
surgeries. The price of a hip or knee replacement ranges between £8,000 and £15,000
depending on the provider and location.” (More recently, the NHS has been picking up
more of the tab' and the provision is contracted out rather than squeezed out). Itis
obviously not in the interests of patients to be squeezed out of the NHS, whether they
can afford to go private or not.

Secondly, there is throwing out. The scope of the NHS was reduced: for example, many
over-the-counter drugs and certain minor procedures which had formerly been

5 (Muschell, 1995)

8 (The 99% Organisation, 2023)

7 (Plimmer, Private hospitals overtake NHS for hip and knee replacements, 2021)
& (Neville, 2024)

10



available on the NHS were removed. Patients have been thrown out to the private
sector.

Thirdly, there is selling out. US healthcare corporations have been allowed to buy-up
large numbers of quasi-NHS organisations such as traditional GP practices. The UK's
largest private sector operator of GP practices was until recently’ Operose Health,
owned by Centene Corporation of the US?° which served almost 600,000 NHS patients.
Operose was accused of replacing GPs with less qualified Physician Associates (PAs)
and putting profit ahead of healthcare. There is mounting evidence that PAs are being
over-used, beyond their level of competence, and under-regulated?' and that this is
harming patients. Indeed, the Health Secretary is sufficiently concerned that he has
now launched a review of this issue?.

Finally, there is contracting out. Under NHS England guidelines, Integrated Care Boards
are obliged to contract out their core services. When the Norfolk and Waveney ICB was
looking to source non-emergency consultant-led Eye Care Services, it made it clear that
it was not permitted?? to take into account the sustainability of the services it was
expected to provide in its procurement decision:

“If the healthcare provider applies and meets the accreditation criteria for a service,
they must be awarded an NHS contract for that service. ... Please note, an ICB cannot
refuse to provide an accreditation process for patient choice pathways based upon the

rationale of protecting sustainability of NHS services. NHS Trusts are expected to
compete with ISPs to maintain market share.”

This approach makes no sense from the point of view of maintaining a strong NHS into
the future. No business would fail to consider the impact of outsourcing on its own
long-term sustainability.

The last government weakened NHS governance

The House of Lords described the previous government’s Health and Care Bill** in this
way:

“The Health and Care Bill is a clear and disturbing illustration of how much disguised
legislation a Bill can contain and offends against the democratic principles of
parliamentary scrutiny.”

They were particularly concerned about the Henry VIII powers the Bill planned to
introduce. The Lords proposed several beneficial amendments including one to protect

9 (Keep Our NHS Public, 2024)

Sheikh, Mole, & Holder, 2022)

BBC News, 2023)

Triggle, 2024)

Norfolk and Waveney ICB, 2024)

House of Lords Delegated Powers and Regulatory Reform Committee, 2021)

11
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the integrity of Integrated Care Board (ICB) governance by ensuring that conflict of
interest would not occur. The Lords wanted this protection® for the NHS:

“(4) Each integrated care board must set out in its constitution— (a) the arrangements
for managing conflicts and potential conflicts of interest in such a way as to ensure that
they do not, and do not appear to, affect the integrity of the board’s decision-making
processes, (b) the process by which any appointment of a member to the integrated
care board or any appointment to any committee or sub-committee of the integrated
care board that has a commissioning function must be made so as to avoid the
appointment of anyone who would be perceived to have a conflict or potential conflict
of interest, and (c) the arrangements for ensuring that no member of any committee or
sub-committee of the integrated care board who has a conflict or potential conflict of
interest obtains access to information that might be perceived to favour the interest or
potential interest.”

The government objected to protecting the integrity of the ICBs’ decision-making
processes and removed the teeth from that amendment:

“(4) If the constitution includes provision under this paragraph allowing committees or
sub-committees to exercise commissioning functions, the constitution must— (a)
provide for the members of any such committee or subcommittee to be approved or
appointed by the chair of the integrated care board, and (b) prohibit the chair from
approving or appointing someone as a member of any such committee or sub-
committee (“the candidate”) if the chair considers that the appointment could
reasonably be regarded as undermining the independence of the health service
because of the candidate’s involvement with the private healthcare sector or
otherwise.”

Restoring the Lords’ intended safeguard would be a quick win for the government.

25 (UK Parliament, 2022)

12



4. Policy-makers should shape competition in the
interests of UK citizens

The way the previous government shaped competition was not beneficial either to the
NHS or to the British Public.

Is it conceivable that more private sector provision done differently might be bad for the
NHS but good for the population? In an extreme case, could the NHS become a
commissioning body with all the services provided by the private sector? Such an
outcome is conceivable, but the evidence suggests it would be bad both for patients
and the public purse.

Sound policy would draw a sharp distinction between those areas in which the private
sector can help the NHS and the population as a whole, and those where it would be
harmful to both.

Citizens will not benefit from more private provision of NHS services

There are two key questions to consider:

1. the strategic question of whether large-scale private provision could be better
than NHS provision of services, and

2. the tactical question of whether, at a time when waiting lists are at an all time
high, the private sector can help to reduce them.

These questions are discussed below.

Replacing NHS with private provision would damage UK healthcare

This is a much-debated issue, but empirical research shows that — at best —there are
grounds for serious concerns about the quality of care provided by for-profit providers.

As a 2022 study by Ben Goodair and Aaron Reeves at Oxford University, published in The
Lancet?*® showed, “The privatisation of the NHS in England, through the outsourcing of
services to for-profit companies, consistently increased in 2013-20. Private sector
outsourcing corresponded with significantly increased rates of treatable mortality,
potentially as a result of a decline in the quality of health-care services.”

A follow-up in 2024%” which looked at the international picture concluded, “We found
that hospitals converting from public to private ownership status tended to make higher
profits than public hospitals that do not convert, primarily through the selective intake
of patients and reductions to staff numbers. We also found that aggregate increases
in privatisation frequently corresponded with worse health outcomes for patients.”

The discussion in Section 2 on superordinate goals shows that the idea that the NHS
could become just a commissioning body with all the services provided by the private

26 (Goodair & Reeves, 2022)
27 (Goodair & Reeves, The effect of health-care privatisation on the quality of care, 2024)

13



sector would be organisationally flawed — alighment of goals is critical for success of
any organisation: trying to produce a high-performing organisation based on patient
care and benefit to the public purse while all its delivery was carried out by
organisations dedicated to maximising profit would be a recipe for failure. The most
likely outcome would be an unsustainably expensive NHS spending increasingly large
amounts with private suppliers who focus on the most profitable services and leave the
state to pick up the pieces with the least profitable. This is part of what has happened?®®
in adult social care, with underfunding being the other major issue?.

Looking globally suggests that this pattern is widespread. As Dr John Lister wrote®:

“Nowhere in the world can the private sector on its own sustain a comprehensive or
universal health-care system or even a competitive market in health: it needs a
combination of public subsidy to train staff with either the scope to cherry-pick the most
financially lucrative patients, or public provision for the most demanding cases that will
never be profitable to treat. The pattern throughout the world confirms that the private
for-profit sector in particular is averse to risk and, for this reason, unwilling to deliver
full-scale emergency services or open-ended services for the chronically sick and
elderly — unless a substantial premium payment is attached, to guarantee a profit
stream.”

Replacing the NHS as a provider with private sector service providers would be bad both
for patient care and — increasingly over time —for the public purse. It would also be very
difficult to reverse.

Using private sector provision to reduce waiting lists has serious medical drawbacks

This question is more complex: there is little question that it would be possible to
reduce waiting lists — at least in some areas - by using more private provision. Butit can
be medically counter-productive to do so. In the case of Ophthalmology, for example,
evidence suggests that it would lead to an apparent improvement in some key
performance indicators at the expense of creating serious health risks for the UK
population.

This issue is tackled in detail in Appendix 1 but, very briefly, some eye conditions are
relatively simple, and their treatments are quick and cheap to perform (many cataract
operations would fit this description); other conditions are more complex and require
much more expensive and demanding treatment. If reducing waiting lists were the only
consideration, then prioritising the simpler cases and farming them out to private sector
cataract factories would be effective.

Medically, however, it would be a disaster as leaving untreated more complex
conditions like glaucoma and macular degeneration can lead to permanent blindness

28 (Hudson, 2016)
2 (Goodair , McManus, Esposti, & Bach-Mortensen, 2024)
30 (Lister, 2013)
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unless treated quickly. Moreover, there is a risk that the private sector, having an
incentive to maximise demand, may treat unnecessary simple cases at the expense of
essential complex ones, leading to what the President of the Royal College of
Ophthalmology®' described as patients with “very mild cataracts getting surgery at the
expense of other patients going blind.”

We should encourage competition between suppliers that strengthens
the NHS and helps provide better value for money

The NHS should co-operate with suppliers only where it is beneficial to the NHS; this is
how a private sector organisation would work. It would not encourage or support its own
direct competitors.

Plant Property and

. Raw materials Non-core services Core services
Equipment

Buildings, furniture, Drugs, reagents, etc Cleaning, facilities Provision of medical care

computers, copiers, maintenance,

medical devices, etc bookkeeping, etc

Almost certainly from a Almost certainly from a Possibly from a third- Do not support

third-party provider third-party provider party provider if competitors unless
confident that patient exceptional
care will be at least circumstances prevail
unaffected

As with the professional services example in Section 2, the NHS can derive great benefit
from cooperation with private sector suppliers in areas where there is not competition -
such as construction work or pharmaceutical — but it should, like a business, bargain
hard. The NHS is a large organisation, and it has enormous bargaining power — and this
is valuable to the public purse. Even though the total size of the US drugs market is
much larger than the UK drugs market (which is currently around £36 billion in total® of
which £26.7 billion is NHS expenditure), our buying power is concentrated, and we pay
only around 40% of the cost®® of branded pharmaceuticals that US healthcare
organisations have to pay. That saving is worth around £30 billion to the Treasury.

Effective procurement is not universal, however: it was the exception rather than the
rule during COVID?®** 3° — and at least some of that poor procurement is now under
investigation.

31 (Greenwood, 2024)

32 (ONS, 2024)

3% (Mulcahy, et al., 2021)

34 (Maresso, et al., 2023)

3% (Public Accounts Committee, 2021)
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The NHS must preserve and concentrate its procurement and not hesitate to bargain
hard, as a business would do.

Using its monopsony buying power, and with the backing of the National Institute for
Clinical Excellence (NICE) and the National Audit Office (NAQO) to ensure that all
contracts make business sense for the NHS, the NHS can derive enormous benefit from
private sector suppliers of key resources and technology.

We should avoid competition that weakens the NHS and leads to
higher costs and possible long-term unsustainability

What the NHS should not do, however, is to risk causing its own demise by supporting
competitors to take market share in core service provision, reduce NHS capacity and
deliver worse healthcare outcomes to patients.

16



5.Conclusion

The NHS can learn from business about how to handle competition —this means an
almost complete reversal of many of the policies of the previous government, not all of
which have yet been addressed by the new government:

1. The NHS should not collude in its own destruction;

2. NHS governance needs to be protected;

3. Therole of the private sector must be as a supplier to, not a substitute for NHS
services;

4. The NHS should bargain hard with suppliers;

5. We should learn from the improvements in NHS performance from 1997-2010.

The NHS should not collude in its own destruction

As Section 3 explained, the previous government adopted four policies which supported
privatisation of the NHS, and the result after 14 years was that, in the words of Lord
Darzi®, “Four heavily inter-related factors have contributed to the current dire state of
the NHS. They are austerity in funding and capital starvation; the impact of the Covid-19
pandemic and its aftermath; lack of patient voice and staff engagement; and
management structures and systems.”

The new government has taken important steps to address the issues of funding and
capital starvation (which cause squeezing out) and to investigate the handling of COVID
and the procurement decisions during that time. It also needs to address management
structures and systems - starting at the top, with governance.

NHS governance needs to be protected

As the European Observatory on Health Systems and Policies®” concluded, recognising
the difference between the superordinate goals of corporations and health services is of
criticalimportance — and where these goals are incompatible, beneficial partnership is
impossible:

“Making the nature of private sector collaboration explicit is an important element of
planning and managing effective relationships. This entails:

e setting out the objectives of both public and private sector actors clearly;

e jdentifying how both parties can achieve their objectives within a collaboration;
and

e weighing up shared goals and the reasons for the private sector engagement as
well as exploring other means of achieving the stated objectives.

3¢ (Darzi, 2024)
%7 (Maresso, et al., 2023)
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Goal alignment and compatibility are central considerations in working with the
private sector and should be linked to appropriately targeted incentives.

Transparency and accountability are crucial in ensuring private sector contracts are
governed robustly:

e Open and transparent information is closely linked to public trust and is needed
to safeguard the integrity of government bodies dispensing large amounts of
public funds.

e Clear, transparent processes must be followed to identify and consider potential
private sector partners and in justifying the choices made in awarding contracts
in order to alleviate concerns about the risk of potential corruption. This is
particularly critical in the area of public procurement.”

As we pointed out in Section 3, NHS governance does not currently meet these
guidelines — and without sound governance, there will not be sound decision-making.

Specifically, the NHS should ensure that healthcare service companies:

e Are notinvolved in NHS governance®;

e Do not have access to commercially sensitive NHS information;

e Are notallowed to represent themselves to patients or brand®*® themselves as if
they were part of the NHS

e Are notgiven new contracts for NHS clinical care services, or the ancillary staff
needed to perform them, in competition with the NHS itself.

The role of the private sector should be as a supplier to, not a
substitute for NHS services

Section 4 argues that substituting private sector capacity for NHS capacity would be
bad for patients and for the public purse —to the extent that it might make the NHS
unsustainable as a universal service, free at the point of use. It is also a strategy that
would not be easy to reverse.

Even as a short-term expedient to reduce waiting lists, there are grave risks (as
Appendix 1 illustrates): further use of the private sector should only happen in
exceptional circumstances after robust prior assessment by the National Institute for
Clinical Excellence (NICE), and assessment in operation by the National Audit Office
(NAO) to ensure that it is meeting expectations and is not undermining NHS capacity or
delivering poorer outcomes.

38 (UK Parliament, 2022)
38 (NHS England, 2024)
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The NHS should bargain hard with suppliers

As with the professional services example in Section 2, the NHS can derive great benefit
from cooperation with private sector suppliers in areas where there is not competition -
if it bargains hard.

We should learn from the improvements in NHS performance from
1997-2010

Finally, of course, the NHS should learn lessons from its own past successes. Appendix
2 shows that improved funding of the NHS was by far the main driver of the success of
the 1997-2010 Labour governments in improving NHS performance, and the new
government’s decision to increase funding is therefore very likely to bear fruit. It is not
clear which of the other reforms introduced over that period were successful. Possibly
all were very slight successes; far more likely, some were significant successes and
others significant failures. As Appendix 1 shows, superficial analysis of success or
failure can be dangerous.

The new government should encourage rigorous investigation of which reforms
produced improvements, and which were counter-productive, by Britain’s leading
universities before launching a new raft of reform initiatives.
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Appendix 1: How Ophthalmology can suffer from an excessive focus
on waiting lists

A project at Edinburgh University under the supervision of Dr Nigel Goddard explored
the health impact of different policies in relation to tackling waiting lists in
Ophthalmology (the treatment of eye-diseases). It concluded that over-focussing on
just one or two performance measures could be effective if judged solely against those
measures but have an extremely damaging impact on patient health. There are also
wider implications which should have a bearing on policy.

The nature of eye diseases

Eye diseases and disorders range from the relatively straightforward to the highly
complex. Many cataracts are simple cases; cases with multi-morbidity (several different
conditions co-existing simultaneously) and those with conditions like glaucoma,
diabetic retinopathy, macular degeneration and a host of less common conditions are
often complex and, if not treated quickly and effectively, can lead to permanent
blindness. Most of the treatment for these complex conditions takes place in out-
patient clinics and involves multiple attendances over months or years. Although there
is monitoring of the number of patients awaiting an initial out-patient assessment, and
political pressure to reduce this waiting list, there is little monitoring of delays to follow-
up reviews and treatment, which do not commonly feature on waiting lists. Such delays
can lead to permanent and irreversible loss of vision.

Cataract surgery is the commonest surgical procedure performed in the UK and
globally, so a large proportion of the patients on the surgical waiting list for
ophthalmology treatment are waiting for cataract surgery, and this large number also
has a significant impact on the overall surgical waiting list. A focus on reduction of this
component of the waiting list by diversion of a large proportion of cataract surgery to
specialistindependent sector treatment centres (‘cataract factories’) has taken place
over the past decade, even though cataracts are hardly ever a cause of irreversible loss
of vision in the UK.

Directimpact on patients

The project considered two policy options related to resource allocation to the simpler
and more complex cases:

e Option 1: Business as Usual - this option relates to the historical resource
allocation in which around 40% of the total resource is allocated to the most
complex cases and 60% to the (more frequent) simple cases;

e Option 2: Waiting List Focus - this option prioritises containing the total waiting
list by reducing the total resource allocated to the most complex cases to only
25%, leaving 75% for the simpler cases.
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Option 1: Business as Usual

In this option, the performance in relation to both types of case moves together — with a
gradual increase in the numbers on the waiting lists.

Figure 4: Waiting lists over time with current resource priorities
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From both a medical and a total waiting list perspective, this option is less than
satisfactory. In terms of the most serious cases, the number at risk of permanent
blindness rises from around 250,000 to around 280,000 — an increase of 12% — while the
total wating list has continued to grow.

This makes it tempting to consider an aggressive focus on getting waiting lists down.
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Option 2: Waiting List Focus

In this option, the policy is set to reduce waiting lists at all costs: 75% of the resources
available are devoted to the simpler cases in order to get through the waiting list as fast
as possible. The policy succeeds in this aim, but from a medical perspectiveis a
dangerous failure.

Figure 5: Waiting lists over time with alternative priorities
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In this option, the total waiting list declines from around 630,000 to around 480,000 - a
fall of around 25%, and the number of simpler cases plunges from around 390,000 to
under 50,000 — a fall of almost 90%. Superficially, this looks like a good result, but the
number of patients with complex cases, at risk of permanent blindness, rises from
around 280,000 to 420,000 - an increase of 50%. The practical impact in terms of
patients’ health would be devastating.

That this research mirrors real-world experience is confirmed by research done by the
Royal College of Ophthalmologists, which identified 169 patients suffering significant,
irreversible visual loss, due to delay in treatment or review, over a twelve-month period
in 2015/16. The majority of these had experienced delay in follow-up outpatient review
for glaucoma, macular degeneration or diabetic retinopathy*° . A follow-up survey is
underway.

4% (Foot & McEwen, 2017)
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And the President of the Royal College of Ophthalmologists*', described the impact of
increasing focus on simpler procedures as being a distortion of priorities which results
in some patients with “very mild cataracts getting surgery at the expense of other
patients going blind.”

Wider impact of excessive focus on simpler cases

Less critical than direct patient impact but important nonetheless are: the impact of
such a policy on the ability to train the surgeons of tomorrow (and therefore the
sustainability of ophthalmology in the UK); the impact on the financial viability of eye
departments in the NHS; and the risk of provider-driven demand (demand created by
the financial incentive to treat, rather than clinical need).

Impact on tomorrow’s eye surgeons

The private sector providers benefit from a hidden subsidy*? in the recruitment and
training of staff:

“As we have noted in our previous work on the for-profit private healthcare sector, the
business model of many of these clinics relies on using NHS consultants and other NHS
doctors to undertake cataract operations on a free-lance basis, rather than employing
them directly. This enables them to keep the costs of delivering services comparatively
low compared to NHS Trusts. Compared to the NHS private sector clinics do not
contribute significant amounts to the very large costs of training ophthalmologists and
other eye care staff.”

And as well as the private sector benefitting from the publicly subsidised training of the
staff on which it relies, diversion of NHS provision is now having a detrimental impact on
the training opportunities for the upcoming generation of eye surgeons in the NHS*.
Trainee ophthalmologists have previously developed their skills in microsurgery through
supervised operation on large numbers of patients with uncomplicated cataracts,
before extending them into other kinds of less common surgery, such as corneal
transplantation, glaucoma surgery and vitreo-retinal surgery. The transfer of most
uncomplicated cataract surgery to the private sector has led to the loss of such training
opportunities.

Some progress has been made in the last two years in arranging training placements
with a couple of the independent sector providers, but less than a third of trainees had
easily been able to access placements, and these are taking place towards the end of
the six-year training programme, reducing the opportunity to build progressively on this
surgical experience throughout their training.

41 (Greenwood, 2024)
42 (Centre for Health and the Public Interest, 2024)
4% (The Royal College of Ophthalmologists, 2024; The Royal College of Ophthalmologists, 2024)
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Diversion of funding streams

In addition, the Centre for Health and the Public Interest (CHPI)* noted the destabilising
effect that the transfer of more than half of all NHS-funded cataract operations to
independent sector treatment centres has had on the financial resources available to
fund round the clock access to emergency ophthalmology services and the treatment
of conditions that can lead to permanent, irreversible, loss of vision, because under
current funding arrangements, these are not funded at cost.

“Due to the fact that cataract surgery is a relatively routine procedure and at least in the
NHS attracts a high price tag (or tariff) relative to other more complex eye treatments,
cataract surgery is also deemed by those working in NHS eye care departments to be a
“profitable” procedure to undertake. Throughout the course of our research we were
told by a number of ophthalmologists that many NHS eye care departments use the
income they receive from undertaking cataracts to cross-subsidise the costs of running
emergency care and treating conditions such as glaucoma and macular degeneration
as well as to treat children with complex eye care conditions. They were concerned that
if their Trust lost cataract income to the private sector this would impact the financial
sustainability of their eye care departments.”

Clinical demand vs provider-led demand

The same study showed a large increase in the overall number of cataract operations
being performed in England, and that the proportion of the NHS ophthalmology budget
spent on cataract surgery has greatly increased. The natural lens of the eye will not be
as clear in a sixty-year-old as in a youngster: there is no fixed level of opacity at which
these aging changes would be called ‘a cataract.’ There is no benefit in removing the
lens of the eye at an early stage and itis certainly not time-critical.

Also one in two hundred people end up with significantly worse vision following cataract
surgery, so itis not appropriate to expose a person to that risk until the cataractis
beginning to prevent them from doing the things that they want or need to do.

Anecdotally there does seem to have been a lowering of the threshold at which people
are being referred for consideration of cataract surgery and having the operation. There
needs to be greater assurance that public funds are being used to greatest effect in
reducing serious disability and not diverted to the treatment of minor levels of visual
impairment. And there needs to be an awareness of the risk of provider-driven demand
for cataract surgery consuming a disproportionate amount of the total budget allocated
to ophthalmology.

44 (Centre for Health and the Public Interest, 2024)

25



Conclusion

Simple waiting-list measures do not properly capture medical priorities, and steering
resource allocation based largely on these measures could resultin serious
misallocation of resources. The direct impact on patient health — patients needlessly
suffering irreversible blindness —would be serious, and the sustainability of NHS eye-
treatment provision would be called into question.
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Appendix 2: Building on success: learning from the last Labour
government

The Labour government from 1997-2010 oversaw a great improvement in NHS
performance. The new government should replicate what worked and avoid what failed.
Both public perception and waiting list data suggest real improvement

The level of public satisfaction with the performance of the NHS* had been under 40%
in 1996, which was then an all-time low, and rose to hit an all-time high of 70% in 2010.
There was a change in methodology in 2020, but it is likely that that satisfaction in 2023
hit a new all-time low.

Figure 6: Public satisfaction with the NHS

Ml Very or quite satisfied [l Neither satisfied nor dissatisfied [ll Very or quite dissatisfied

Change in metftodology

Per cent

don’t know' and ‘refusal’ responses are not shown, in 2023 these response
categories were selected by 0.41% of respondents. Data has been carefully weighted to minimise differences due to the change in methodology from 2020
onwards,

Waiting list measurements have changed repeatedly, so very long-term comparisons
are difficult, but the data since 2007 show that they were falling sharply towards the end
of the period 1997-2010 and have been growing again since then.

45 (Jeffries, Wellings, Morris, Dayan, & Lobont, 2024)
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Figure 7: NHS waiting lists over time
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And those satisfaction and performance levels are consistent with the Commonwealth
Fund analysis* quoted in Section 3.

By far the biggest driver of that improvement was the increase in NHS funding

During the period 1997-2010, there were numerous initiatives introduced to drive NHS
performance under the Health Secretaries Frank Dobson, Alan Milburn, John Reid,
Patricia Hewitt, Alan Johnson and Andy Burnham. Disentangling exactly which of their
initiatives were successful is difficult — but it is relatively easy to split the initiatives into
two broad classes and assess their contributions to the improvements:

1. Increases in NHS funding;
2. Otherimprovements.

The ONS provides data on healthcare productivity (adjusted for quality of care)*’ —ie
how much healthcare was delivered per £ spent in each year. This enables us to derive
the following picture.

46 (Commonwealth Fund, 2014)
47 (ONS, 2024)
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Figure 8: Drivers of growth in healthcare output
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The graph shows that the more than doubling in volume of healthcare delivered during
the period 1997-2010 was overwhelmingly (more than 85%) driven by the increase in
funding provided.

Conclusion

Itis clear that the improved funding of the NHS was the main driver of the success of the
1997-2010 governments, and the new government’s decision to increase funding is
therefore very likely to bear fruit. It is not clear which of the reforms introduced over that
period were successful. Possibly, all were very slight successes; far more likely, some
were significant successes and others significant failures. As Appendix 1 shows,
superficial analysis of success or failure can be dangerous.

The government should encourage rigorous investigation of which reforms produced
improvements, and which were counter-productive, by Britain’s leading universities
before launching a new raft of initiatives.
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