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Why productivity matters



UK health spend has risen at an average of 3.6% pa



Health spending has grown at a faster rate than GDP

Over time, an increasing 

share of the UK’s GDP has 

been spent on health. 

The proportion has more 

than doubled over the 

lifetime of the NHS, from 

3.6% in 1949/50 to 7.3% in 

2018/19, and 8.2% in 

2022/23.

Source: IFS spending composition sheet, HM Treasury, Country and regional analysis 

2023, HM Treasury, GDP deflators at market prices, and money GDP March 2024

https://ifs.org.uk/taxlab/taxlab-data-item/ifs-spending-composition-sheet
https://www.gov.uk/government/statistics/country-and-regional-analysis-2023
https://www.gov.uk/government/statistics/country-and-regional-analysis-2023
https://www.gov.uk/government/statistics/gdp-deflators-at-market-prices-and-money-gdp-march-2024-quarterly-national-accounts


But sluggish economic growth over the next 5 years…

Source: OBR Economic and Fiscal Outlook, Chart 2.7 ‘Real GDP growth’

https://obr.uk/economic-and-fiscal-outlooks/


…makes the needed 3%+ difficult to sustain



Improved productivity would reduce cost pressures
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Without lift in productivity, services will continue to underperform



What is productivity?



Funding Inputs Outputs Outcomes

Productivity 

Hospital 

attendances, 

appointments, 

procedures 

Buildings, 

equipment, 

staff

Healthy life 

expectancy, 

experience of 

services

Capital, 

revenue



Output

Input

Productivity =



Output

Input

Productivity =

STRATEGY 1:

ACHIEVE THE SAME 

OUTPUT WITH FEWER INPUTS

e.g.

• Skill mix change

• Automation of 

healthcare tasks

SOURCE:

Agility: the missing ingredient 

for NHS productivity

Health Foundation, 2021

https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity
https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity


Output

Input

Productivity =

STRATEGY 1:

ACHIEVE THE SAME 

OUTPUT WITH FEWER INPUTS

STRATEGY 2:

USE THE SAME INPUTS TO 

GENERATE GREATER OUTPUT

e.g.

• Improve flow 

• Use technology to 

speed up processes

e.g.

• Skill mix change

• Automation of 

healthcare tasks

SOURCE:

Agility: the missing ingredient 

for NHS productivity

Health Foundation, 2021

https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity
https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity


Output

Input

STRATEGY 1:

ACHIEVE THE SAME 

OUTPUT WITH FEWER INPUTS

STRATEGY 2:

USE THE SAME INPUTS TO 

GENERATE GREATER OUTPUT

Productivity =
Quality-adjusted

e.g.

• Improve flow 

• Use technology to 

speed up processes

e.g.

• Skill mix change

• Automation of 

healthcare tasks

SOURCE:

Agility: the missing ingredient 

for NHS productivity

Health Foundation, 2021

https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity
https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity


Output

Input

STRATEGY 1:

ACHIEVE THE SAME 

OUTPUT WITH FEWER INPUTS

STRATEGY 2:

USE THE SAME INPUTS TO 

GENERATE GREATER OUTPUT

e.g.

• Improve flow 

• Use technology to 

speed up processes

Productivity =
Quality-adjusted

STRATEGY 3:

IMPROVE OUTPUT QUALITY

e.g.

• Lower waiting times

• Safer care

e.g.

• Skill mix change

• Automation of 

healthcare tasks

SOURCE:

Agility: the missing ingredient 

for NHS productivity

Health Foundation, 2021

https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity
https://www.health.org.uk/publications/long-reads/agility-the-missing-ingredient-for-nhs-productivity
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Improvements needed to current measurement

• Valuing activity by contribution of healthcare to 

outcomes. Better approach to prevention

• Better coverage of activities eg hospital at home, 

shifts in care settings, community services

• Incorporating changes in acuity/complexity



What’s been happening to 
productivity?



18
Source: ONS from NHS England’s ‘NHS Productivity’

ONS Productivity Estimates 1997-2022 

Healthcare, wider public sector, wider economy

Productivity has struggled to recover since the pandemic

https://www.england.nhs.uk/long-read/nhs-productivity/


More recent estimates tell a similar story

19

NHS England estimates that 

the productivity of NHS 

hospitals in 2023/24 was 11% 

below pre-pandemic levels (or 

8% below if adjusting for the 
impact of industrial action)

NHS staff and NHS activity since 2019

Source: IFS ‘Hospital productivity: some positive news’

https://ifs.org.uk/articles/nhs-hospital-productivity-some-positive-news


What explains the failure to 
recover since the pandemic?



Length of stay increased, admissions fell



Lack of capacity led to sharp increase in A&E waits



Increases in length of stay partly caused by bottlenecks



Workforce less experienced



And less inclined to work unpaid overtime



Priorities for improvement



1 Invest in infrastructure and equipment

27



e.g. in bed capacity to improve flow

28



2 Improve operational processes

29



3 Make greater use of technology

30

SOURCE:

Which technologies offer the 

biggest opportunities to save 

time in the NHS?

Health Foundation, 2024

https://www.health.org.uk/publications/long-reads/which-technologies-offer-the-biggest-opportunities-to-save-time-in-the-nhs
https://www.health.org.uk/publications/long-reads/which-technologies-offer-the-biggest-opportunities-to-save-time-in-the-nhs
https://www.health.org.uk/publications/long-reads/which-technologies-offer-the-biggest-opportunities-to-save-time-in-the-nhs


4 Improve workforce morale and fill skills gaps

31
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