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Executive summary

One of the consequences of reduced public spending in this Parliament has been innovation 
and change in the public services affected. Danny Alexander, Chief Secretary to the Treasury, 
has put this very well: “This should be seen as an opportunity as well as a challenge. Of course 
these are really difficult decisions. You’ve got to remember that every pound that you are talking 
about is potentially somebody’s job or a service that someone relies on.  But you can use the 
process to drive some really good changes in the way the public sector works” (24 April 2013).

Unlike most public services, Ministers have both ring-fenced the health budget and sought a 
radical agenda of reform and value for money. Ministers have said that they want an NHS with a 
smaller and more flexible workforce, with greater innovation in how care is delivered, with more 
competition, with better co-operation between the NHS and social care, with more financial 
discipline and with reduced bureaucracy.

This report collects available evidence on the progress of NHS reform in this Parliament. 
Ministers should be extremely concerned about the lack of progress. In several areas reform is 
actually in retreat.

NHS reform: Progress report

Reform objective Key change since 2010

A shift in care from hospitals to other settings General and acute hospitals received higher share of 
NHS budget

Reduction in hospital beds Beds reduced by 4 per cent, compared to peak fall of 
7.7 per cent in last decade

Smaller workforce Workforce reduced by only 2 per cent

Failure regime Not secure

Innovation in how care is delivered Rising use of alternatives to A&E stalled

Competition, including private sector delivery Growth in non-NHS providers stalled

Co-operation between NHS and social care Days lost to delayed transfers increased

Reduced bureaucracy Many new NHS organisations created

More flexible workforce New flexibility rejected in 2012

The consequences of the lack of reform include:

 > A continued increase in visits to A&E departments and emergency admissions;

 > Rising A&E waiting times; and

 > Increase in hospital occupancy rates.

The Secretary of State for Health, Jeremy Hunt, has argued that the NHS budget should not be 
cut since demand for health services is rising. This ignores the fact, however, that NHS 
spending increased by 94 per cent in real terms between 1999-2000 and 2009-2010. 

Removing the ring-fence on the health budget would provide a reason for the NHS to seek the 
efficiency and change that Ministers rightly want but which they have yet to deliver.
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The goal of health reform

The goal of health reform in this Parliament has been to change the way that the NHS operates 
so that it delivers better care within tighter resources.

Ministers have defined that change as follows:

 > A redesign of services to shift care from hospitals to other settings;1

 > As a result, a fall in the number of hospital beds;2

 > Better integration between primary, secondary and community care, and between the NHS 
and social care;3

 > A smaller and more flexible NHS workforce;4

 > Greater choice for patients and competition between providers; 5

 > Greater efficiency and an end to bail-outs for NHS organisations that over-spend;6

 > Reduced bureaucracy.7

Ministers also made recommendations as to how this should be achieved, including:

 > A reduction in the number of centrally-set targets for NHS activity;8

 > The removal of politicians from the day-to-day management of the NHS;9

 > The creation of new, GP-led commissioning groups and local authority-led Health and 
Wellbeing Boards;10

 > In general, to “put patients at the heart of the NHS”, in particular by the provision of greater 
information.11

1  Howe, F. (2010), speech to the Reform conference “Hospitals in the new NHS”, 6 December. “We need to treat people in the most 
appropriate place and most cost effective place, and more often this will not be in a hospital. There is no particular need for people to 
receive dialysis or chemotherapy or even many types of minor surgery in a major acute hospital.”; Lansley, A. (2010), speech to the NHS 
Confederation conference, 24 June. “We need to be prepared to provide the most appropriate care in the best place – not just switch it 
from one facility to another. Because patients don’t want to go to hospital – they want the right treatment in the right place at the right time, 
and GPs are very often best placed to design those services in the community.” 

2  Howe, F. (2010), speech to the Reform conference “Hospitals in the new NHS”, 6 December. “With everything that can be better delivered 
elsewhere, moving away from hospitals and a reduced number of unplanned admissions, all that will mean that bed numbers will fall. 
Innovations such as the increased use of day surgery and reductions in the length of stay have already reduced the demand for hospital 
beds.”; The Daily Telegraph (2012), “Hospitals ‘may see wards closures’ under NHS reforms, say Andrew Lansley”, 2 July. “If you have 
more services provided in the community, you will have less happening in hospitals. That may mean wards shutting down, that might 
mean fewer beds. What we’re looking for is to think really good clear radical thoughts about how we can design better services.”

3  Hansard, (2012), 13 March, Col. 172. Andrew Lansley: “the NHS Commissioning Board and commissioners will have a duty to promote 
integration throughout health and social care”.

4  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.11: “Inevitably, as a result of the record debt, the NHS will 
employ fewer staff at the end of this Parliament; although rebalanced towards clinical staffing and front-line support rather than excessive 
administration. This is a hard truth which any government would have to recognise.”

5  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.3: “Patients will have choice of any provider, choice of 
consultant-led team, choice of GP practice and choice of treatment.”

6  Department of Health, (2010), Equity and excellence: Liberating the NHS, p. 43: “The Government has guaranteed that health spending 
will increase in real terms in every year of this Parliament. With that protection comes the same obligation for the NHS to cut waste and 
transform productivity as applies to other parts of the public sector.” p.11: “We are very clear that there will be no bail-outs for 
organisations which overspend public budgets.”

7  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.5. “We will radically delayer and simplify the number of NHS 
bodies, and radically reduce the Department of Health’s own NHS functions. We will abolish quangos that do not need to exist and 
streamline the functions of those that do.”

8  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.4: “The NHS will be held to account against clinically credible 
and evidence-based outcome measures, not process targets. We will remove targets with no clinical justification.”

9  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.21: “In future, the Secretary of State will hold the NHS to 
account for improving healthcare outcomes. The NHS, not politicians, will be responsible for determining how best to deliver this”.

10  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.4: “The Government will devolve power and responsibility for 
commissioning services to the healthcare professionals closest to patients: GPs and their practice teams working in consortia.”

11  Department of Health, (2010), Equity and excellence: Liberating the NHS, p.5: “We will put patients at the heart of the NHS, through an 
information revolution and greater choice and control.”
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Spending Review 2010

Table 1: NHS and Care funding this Parliament, £billion, cash
Source: HM Treasury (2010), Spending Review. 
 2010-11 2011-12 2012-13 2013-14 2014-15

Department of Health DEL 103.8 105.9 108.4 111.4 114.4

Funds to Support Social Care 1.3 2.7 3.2 3.5 3.4

Local government funding DEL 28.5 26.1 24.4 24.2 22.9

The NHS White Paper stated that the NHS would not be “immune” to the challenges facing the 
public finances, “but far from that being reason to abandon reform, it demands that we 
accelerate it”.12 The Spending Review announced that the NHS budget would be ring-fenced, 
following a decade of unprecedented growth in funding.13 The allocation to the Department of 
Health would rise by £10 billion to £114 billion by 2014, equivalent to an annual 0.1 per cent real 
terms rise. The Spending Review also detailed specific items of expenditure including a  
£200 million annual cancer drugs fund, a ring-fenced public health budget and continued 
funding for priority hospital schemes.

The Spending Review recognised the importance of social care to “keep people healthy and 
independent” and announced additional resources for local authorities to maintain access and 
fund new services. The social services grant would increase and the NHS would provide 
additional funds to support the care system.14 Nonetheless, social care spending has 
decreased by £1.9 billion between 2010 and 2012.15

12 Department of Health (2010), Equity and Excellence: Liberating the NHS.
13 HM Treasury (2010), Spending Review.
14 Ibid. 
15 Health and Care Information Centre (2012), Personal Social Services Expenditure and Unit Costs. 
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Absence of reform 

Rising budgets

Table 2: NHS and social care spending 1999-2009, 2009-10 prices
Source: Department of Health data and Health and Social Care Information 
Centre (2010), Personal Social Services Expenditure and Unit Costs.
 1999-00 2009-10 Change

NHS 51.4 99.8 94.3%

Social care 11.4 16.8 47.3%

Total 62.8 116.6 85.8%

Health and care spending, after welfare, is the largest area of government spending in England. 
Since 2000 the spending on health and care services has increased by 86 per cent in real terms. 
NHS spending is more than five times the cost of public spending on social care and increased 
by 94 per cent in real terms over the last decade, twice the increase of social care. As a 
proportion of GDP, health spending accounted for 6.5 per cent on average for 2006 and 2010, 
while care spending accounted for 0.9 per cent over the same period.16 Previous studies have 
demonstrated that the NHS had failed to achieve value for money in this period:

 > The Office for National Statistics and the National Audit Office have shown that productivity 
in the NHS decreased since the start of the last decade.17 

 > In his review of NHS funding and performance, Derek Wanless found that the NHS had 
made slow progress in improving value for money. Without significant improvements in the 
NHS, he warned that continued increases in public spending could undermine public 
support and raise questions over its long term future.18

 > Analysis by the OECD suggested that only Greece and Ireland had more scope for improving 
efficiency, arguing that “the quantity and quality of health care services remain lower than 
the OECD average while compensation levels are higher.”19

16 De la Maisonneuve, C and Oliveira Martins, J. (2012) Public spending on health and long-term care: a new set of projections, OECD.
17  Office for National Statistics (2010), Public service output, inputs and productivity: Healthcare; National Audit Office (2010), Management 

of NHS hospital productivity?.
18 Wanless, D. et al. (2007), Our Future Health Secured? A review of NHS funding and performance, The King’s Fund.
19 OECD (2010), Health Care Systems: Efficiency and Policy Settings. 
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No shift in spending

Table 3: Spending on health services, 2009-10 to 2011-12
Source: PCT Summarised accounts (2009-10 to 2010-11); Department of Health 
(2012), Annual Reports and Accounts 2011-12.
Area of spending 2009-10 2010-11 2011-12

Primary health care 24.9% 24.4% 23.9%

Secondary care 75.1% 75.6% 76.1%

Learning difficulties 3.0% 3.0% 3.0%

Mental illness 9.6% 9.6% 9.5%

Maternity 2.9% 2.9% 2.9%

General and acute 44.3% 44.5% 44.5%

Accident and emergency 2.4% 2.5% 2.6%

Community health services 9.5% 9.6% 10.1%

Other 3.3% 3.5% 3.5%

Meeting the changing healthcare needs and providing more cost effective care requires greater 
investment in primary, community and more preventative services. As Andrew Lansley has 
described, “If you have more services provided in the community, you will have less happening 
in hospitals.”20 However across the entire NHS, hospital services receive the largest proportion 
of funding. In 2011-12 general and acute services received £40.2 billion, equivalent to 44.5 per 
cent of all care purchased by PCTs, a real terms increase of £1.3 billion since 2009-10. Despite 
growing interest in moving care out of hospital settings, in 2009 the Audit Commission reported 
that commissioners have made “little or no in-road” in shifting care from hospitals to the 
community or reducing demand.21 Since 2009 there has been no change in direction. Spending 
on general and acute services have continued to grow, while spending on primary care, mental 
illness and learning disability services, has either reduced or increased much slower. 

20 The Daily Telegraph (2012), “Hospitals ‘may see wards closures’ under NHS reforms, says Andrew Lansley”, 2 July.
21 Audit Commission (2009), More for less: Are productivity and efficiency improving in the NHS?
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No service change 

Table 4: Overnight beds in England, 1992-3 to 2012-13
Source: NHS England (2013), Bed Availability and Occupancy Data – Overnight.

 
1992-3 to 

1994-5
1995-6 to 

1997-8
1998-9 to 

2000-01
2001-2 to 

2003-04
2004-5 to 

2006-7
2007-08 to 

2009-10
2010-11 to 

2012-13

Total 
reduction in 
beds 20,389 12,510 3,915 852 13,947 2,430 5,671

Per cent 
change 8.8% 6.1% 2.1% 0.5% 7.7% 1.5% 4.0%

Table 5: General and acute beds by population, 2011
Source: NHS England (2013), Bed Availability and Occupancy Data – Overnight, 
NHS Organisations in England, Quarter 4, 2010-11; Office for National Statistics 
(2013), 2011 Census data. 

 Population
General and acute beds  

per 000 people

England 53,012,456 2.05

   

East Midlands 4,533,222 1.89

East of England 5,846,965 1.86

London 8,173,941 2.02

North East 2,596,886 2.69

North West 7,052,177 2.37

South Central 4,167,763 1.65

South East Coast 4,466,987 1.93

South West 5,288,935 2.16

West Midlands 5,601,847 2.20

Yorkshire and the Humber 5,283,733 1.91

Hospitals are at the core of the health and care system yet successive studies have 
demonstrated that between 15 and 40 per cent of patients admitted to hospital or A&E could 
be cared for in another setting.22 In addition, a number of regions have a much greater capacity 
of hospital beds than others. Therefore a key measure of how far and how far fast services are 
changing is the number of hospital beds. Over the last 20 years the total number of beds in the 
NHS has fallen by a third, with the greatest reductions taking place in mental health services 
and geriatric care. However the number of acute beds has remained relatively static.23 
Government Ministers announced that changes in how care is delivered will lead to further 
reductions.24 While there were 4,000 fewer beds in the last quarter of 2012-13 compared to the 
same period in 2010-11, there has been no noticeable increase in the pace of change 
compared to previous years. 

The limited progress in reducing the hospital estate is a consequence of some of the Coalition 
Government’s policies. Following the General Election, the Department of Health imposed a 
moratorium on all hospital closures of NHS services and cancelled the long planned 
22  The College of Emergency Medicine (2013), The drive for quality – How to achieve safe, sustainable care for our Emergency Departments?; 

Bosanquet, N. et al. (2010), Fewer hospitals, more competition, Reform.
23 Bosanquet, N. et al. (2010), Fewer hospitals, more competition, Reform. 
24 The Daily Telegraph (2012), “Hospitals ‘may see wards closures’ under NHS reforms, says Andrew Lansley”, 2 July.
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reconfiguration of hospital services in London.25 The Secretary of State outlined four new tests 
for future reconfiguration.26 While the vast majority of proposed changes would meet these 
tests and the moratorium was soon lifted, opposition to proposed changes by local MPs and 
councils has continued.27

No alternatives to A&E 

Table 6: Emergency attendances by type of provider 
Source: NHS England (2013), A&E Quarterly activity statistics, NHS and 
independent sector organisations in England, April 2004 to March 2013. 

 
Type 1 Departments –  

Major A&E
Type 2 Departments – 

Single Specialty

Type 3 Departments –  
Other A&E/Minor Injury 

Unit

2004-05 74.4% 3.5% 22.2%

2005-06 72.3% 3.5% 24.3%

2006-07 71.9% 3.3% 24.8%

2007-08 70.2% 3.4% 26.3%

2008-09 68.5% 3.5% 27.9%

2009-10 66.4% 3.2% 30.4%

2010-11 65.2% 3.1% 31.7%

2011-12 65.2% 3.0% 31.8%

2012-13 65.6% 2.9% 31.5%

In recent years more patients who need urgent care have used alternatives to A&E departments. 
However since 2010 this trend has stalled and indeed started to reverse. In the first three 
months of 2013 over 27,000 fewer people used other urgent care providers such as walk-in-
centres compared to same period in 2011. By contrast nearly 100,000 more people visited a 
major A&E department. 

There has been growing evidence that suggests the NHS is not providing high quality 
alternatives to A&E or out of hospital care. As the King’s Fund identified, there is a widespread 
variation in the quality of primary care, including around the rate and appropriateness of 
referrals, diagnosis of acute illness, the management of long term conditions, access to care, 
the continuity of care, patient engagement and the quality of end of life care.28 A key concern is 
poor and varied access to out-of-hours care following the reforms to GP contracts in 2004 
when most GPs gave up the responsibility.29 A further report by the Nuffield Trust found that  
20 per cent of people who visit A&E have not visited their GP in the previous year.30 Similarly, 
since 2010 a growing number of polyclinics or walk-in-centres, envisioned by Lord Darzi to 
provide accessible alternatives to acute hospitals, have been closed.31 

Online and telephone triage services have been operating in the NHS for over a decade and aim 
to take pressure off primary care and acute services. However the new telephone service, 111, 
and its predecessor, NHS Direct, have had only a marginal impact on services. Assessments of 
25 BBC Online (2010), “NHS London chairman quits over government policy change”, 26 May. 
26  The four tests which existing and future reconfiguration proposals had to demonstrate were: support from GP commissioners; 

strengthened public and patient engagement; clarity on the clinical evidence base; consistency with current and prospective patient 
choice. Department of Health (2010), “Health Secretary outlines vision for locally led NHS service changes”, Press release, 21 May.

27  BBC Online (2013), “Chris Grayling MP’s fear for Epsom and St Helier hospitals”, 1 May; The Northern Echo (2012), “Hague’s Friarage 
Hospital protest pledge”, 29 May; Enfield Independent (2011), “Enfield Council prepares judicial review of Chase Farm Hospital 
downgrade”, 10 November; Manchester Evening News (2013), “A&E at the birthplace of NHS downgraded”, 25 January. 

28 The King’s Fund (2011), Improving the quality of care in general practice. 
29  The Primary Care Foundation (2010), Improving out of hours care; The Daily Telegraph (2013), “GPs blamed for crisis in out-of-hours 

health care”, 24 April.
30 The Nuffield Trust (2013), Reclaiming a population health perspective.
31 Monitor (2013), “Monitor to investigate the closure of NHS walk-in centres”, Press release, 31 May. 
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the 111 pilots found “no statistically significant change in emergency ambulance calls, 
emergency department attendances or urgent care contacts/attendances.”32 In April 2013 NHS 
England admitted that the service was still “fragile” in some areas amidst widespread claims 
from professional leaders and providers that the 111 was failing to address emergency 
admissions.33 

No increase in competition

Table 7: Spending on independent providers, 2011-12 prices
Source: Department of Health (2010-12), Annual Report and Accounts; 
Summarised PCT Accounts (2009); Summarised SHA Accounts (2009); 
Summarised NHS Trust Accounts (2009); Health Select Committee (2010),  
Public expenditure on health and personal social services 2009; Monitor  
(2005-12), NHS Foundation Trusts: Consolidated Accounts. 
 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Total purchase of 
healthcare from 
non-NHS bodies 
£ million 4,314 5,080 5,600 6,574 7,096 8,018 8,739 8,681

Spending 
on non-NHS 
bodies as per 
cent of net 
NHS England 
expenditure 6.2% 6.8% 7.1% 7.7% 7.7% 8.0% 8.6% 8.3%

In 2010 the Coalition Government aimed to encourage greater diversity of providers and 
harness the potential of competition to drive improvements and innovation.34 In particular the 
Department of Health stated an ambition to create “the largest and most vibrant social 
enterprise sector in the world”.35 However when faced with opposition, the proposed reforms to 
the NHS were watered down while the Government’s policy became less supportive of new 
entrants.36 There continue to be barriers to new entrants, with a recent report by Monitor 
highlighting poor quality commissioning, an unstable commissioning environment, limited data 
on quality of health services, limited awareness of choice and cost barriers such as access to 
capital funds, all as key hurdles to greater competition.37 Moreover the new “any qualified 
framework” has subsequently been limited to a small number of community and health 
services.38 Early indications also suggest that the new commissioners are more likely to be 
resistant to expanding patient choice. A recent survey of CCGs suggested only 50 per cent 
were planning to make greater use of competition and 30 per cent identified competition as a 
barrier to change.39 While Hinchingbrooke hospital became the first NHS Trust to be outsourced 
to the private sector, it has been reported that further franchises are unlikely.40

As Table 7 shows, although spending on non-NHS bodies has risen, it remains a small 
proportion of total spending. Much of the increase is attributable to the reforms of the previous 
Government, with the proportion actually falling since 2010.41 There has also been a decline in 
private provision of some services. In 2013 Laing Buisson reported a 12 per cent reduction in 
32 Coleman, P. et al. (2012), Evaluation of NHS 111 pilot sites: Final Report, University of Sheffield.
33  NHS England (2013), Assuring NHS 111 Operational Delivery; NHS Alliance (2013), Going live with NHS 111 – what has happened, what can 

we learn so far and what changes need to be made?
34 Department of Health (2010), Equity and Excellence: Liberating the NHS.
35 Ibid.
36  Reform (2011), An NHS for patients: Reform submission to the NHS Future Forum; Bassett, D. et al. (2012), 2012 Reform Scorecard, 

Reform. 
37 Monitor (2013), A fair playing field for the benefit of NHS patients. 
38 Bassett, D. et al. (2012), 2012 Reform Scorecard, Reform.
39 Health Service Journal (2012), “Exclusive: CCG leaders favour integration over competition”, 8 November.
40 Health Service Journal (2013), “Interest in franchise model has ‘waned dramatically’”, 18 February.
41 The Nuffield Trust and the Institute for Fiscal Studies (2013), Public payment and private provision.



Reform Ideas No 6: Flat-lining: Lack of progress on NHS reform

9

the amount of care purchased from the independent sector for learning disabilities compared to 
2012 and a 26 per cent reduction for primary care.42 

No change to the workforce

Table 8: NHS Headcount, England
Source: The Information Centre for Health and Social Care (2013), NHS Staff 
2010-12 Overview, headcount.

 2010 2011 2012
Headcount 

change 2010-12

All doctors 141,326 143,836 146,075 4,749

Total qualified nursing staff 375,950 372,277 369,868 -6,082

Total qualified scientific, therapeutic & technical 
staff 151,607 152,216 153,472 1,865

Qualified ambulance staff 18,450 18,687 18,645 195

Support to clinical staff 356,410 347,064 343,927 -12,483

NHS infrastructure support 233,342 219,624 215,071 -18,271

Other GP practice staff 112,985 110,593 113,832 847

Other non-medical staff or those with unknown 
classification 356 266 237 -119

Total 1,390,426 1,364,563 1,361,127 -29,299

Over the last decade the growth in the NHS workforce was the largest in the public sector. 
Between 2000 and 2010 total headcount increased by over 300,000, or 2.5 per cent a year.43  
At the start of the Parliament the Government acknowledged that the size of the NHS workforce 
would decline, although has since argued that it would increase the number of clinical 
professionals.44

Since 2010 the workforce has started the shrink, falling by 1.9 per cent in 2011. In 2012 this 
downsizing of the workforce slowed down, with the total headcount falling by 0.3 per cent. 
Monitor’s most recent review of Foundation Trust reports found that NHS hospitals actually 
increased their workforce by 2.4 per cent in 2012-13 and significantly overspent on agency 
staff.45

The reductions are disproportionately taking place in nursing, support and infrastructure staff. 
The biggest reduction in headcount occurred between 2010 and 2011 for infrastructure support 
staff. By contrast the number of doctors, which nearly doubled between 2000 and 2010, has 
continued to grow. Forecasts produced by the Centre for Workforce Intelligence have estimated 
that the number of consultants will grow by 60 per cent by 2020.46 While the composition of the 
workforce continues to prioritise medical staff, the vast majority of all clinical professionals also 
still work in acute hospitals.47 In particular there has been a long term decline in traditional 
community nursing roles such as district nurses and health visitors.48 

42 Laing & Buisson (2013), NHS Financial Information 2013.
43 Bassett, D. et al. (2011), Reformers and wreckers, Reform, p74. 
44  Department of Health (2010), Equity and Excellence: Liberating the NHS; For example, Cameron, D. (2011), “Speech on NHS Reform”, 

Ealing Hospital, 16 May: “for the first time in a long time, we have made sure the number of doctors in our NHS is growing while the number 
of bureaucrats is actually falling”; Cawston, T. et al. (2012), Doctors and nurses, Reform. 

45 Monitor (2013), Performance of the Foundation Trust sector: Year ended 31 March 2013.
46 Centre for Workforce Intelligence (2012), Shape of the medical workforce: Starting the debate on the future consultant workforce.
47 National Audit Office (2012), Progress in making NHS efficiency savings. 
48  Department of Health (2004), NHS Staff 2003 (Non-medical); Information Centre for Health and Social Care (2012), NHS Staff 2011 

(Non-medical); Information Centre for Health and Social Care (2012), NHS Staff 2001-2011 Overview. 
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While the size and shape of the workforce has hardly changed since 2010, pay, terms and 
conditions have also not been reformed. The NHS White Paper stated that “pay decisions 
should be led by healthcare employers rather than imposed by government”.49 However the 
NHS has continued to rely on national pay freezes and national pay bargaining to control 
workforce costs. However after two years of negotiations, the unions and NHS Employers 
agreed changes that have been estimated to save an average hospital £250,000 a year of the 
£11 million that would be needed.50 A survey of NHS HR directors found that 95 per cent 
favoured further changes to pay, terms and conditions.51 Despite this the Government have 
failed to support attempts by employers to develop separate terms and conditions for their 
staff.52 

Poor efficiency

In 2009 Sir David Nicholson tasked the NHS to deliver £15-20 billion of efficiency savings by 
2014.53 These savings would be reinvested in front line care. While the National Audit Office 
reported that the NHS achieved savings of £5.8 billion in 2010-11 (just short of its target), the 
majority of these savings were achieved through national policies such as reducing prices for 
secondary care and a national pay freeze, and not through reform to front line services.54 

Further evidence also suggests that the NHS will not be able to sustain its financial 
performance in future years:

 > The Audit Commission’s analysis of 2010-11 finances examined the impact of NHS Cost 
Improvement Plans. 19 per cent of both NHS trust and PCT plans were not achieved. 
Overall, 23 per cent of the savings achieved were non-recurrent. A breakdown of reported 
savings demonstrated that 51 per cent of reported savings were in clinical productivity and 
efficiency and 26 per cent were in pay and workforce.55

 > The Audit Commission also reported that “although NHS trusts are reporting high levels of 
CIP achievement, there has been no significant change in the way that trusts operate”.56

 > Audit Commission analysis demonstrates that nearly half of PCT savings (£2.5 billion in 
2011-12) reflect efficiencies achieved by providers from national policies to reduce tariff and 
other contracts. In 2011-12 PCTs reported £261 million was saved as a result of changing 
care settings.57

 > In 2011-12 49 per cent of savings (£2.8 billion) were achieved in acute services. By contrast 
8 per cent of savings were achieved in both community services and mental health services 
and 7 per cent in primary care.58 

 > A survey of NHS Chairs and Chief Executives found that the most common initiatives used 
to save money were not sustainable: 34 per cent of trusts were rationalising estates and the 
use of assets, 33 per cent reducing administrative costs and 13 per cent making changes to 
clinical staffing or the skill mix.59

 > Monitor’s most recent quarterly review reported that 73 per cent of Foundation Trusts were 
behind in delivering their cost improvement savings for the 2012-13 financial year.60 At the 

49 Department of Health (2010), Equity and Excellence: Liberating the NHS. 
50 BBC Online (2013), “Health trusts call for urgent debate on national pay”, 12 February.
51 Health Service Journal (2013), “HR Directors Barometer: Workforce chiefs seek further cuts to pay, terms and conditions”, 30 May. 
52 BBC Online (2012), “South West NHS regional pay attacked by health minister”, 27 November. 
53 The Daily Telegraph (2009), “NHS chief tells trusts to make £20bn savings”, 13 June.
54 National Audit Office (2012), Progress in making NHS efficiency savings. 
55 Audit Commission, (2011), NHS Financial Year 2010/11. 
56 Audit Commission (2012), NHS Financial Year 2011/12. 
57 Ibid.
58 Ibid.
59 Health Select Committee (2013), Written evidence from NHS Confederation, Public Expenditure on health and care services. 
60 Monitor (2013), NHS foundation trusts: review of nine months to 31 December 2012. 
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end of 2012-13 Foundation Trusts were behind in the delivery of cost improvement plans by 
15 per cent.61 

The National Audit Office, the Health Select Committee and others have argued that the NHS 
has delivered value for money through the “easy” methods and delayed the transformation of 
services that is needed to ensure efficiency in the years ahead.62 As the Health Select 
Committee has argued: 

“The Nicholson Challenge can only be achieved through a wide process of service 
redesign on both a small and large scale. These changes should not be deferred until later 
in the Spending Review period: they must happen early in the process if they are to 
release the recurring savings that will be vital in meeting the challenge. In the meantime, 
we are concerned that savings are being made through ‘salami-slicing’ existing processes 
instead of rethinking and redesigning the way services are delivered.”63

Poor coordination 

Many experts have highlighted the need to improve the coordination of services to ensure that 
patients receive seamless, joined up care.64 Speaking in 2011, the Prime Minister claimed the 
reforms will mean “much greater co-ordination and integration between nurses and doctors 
and between surgeries and hospitals”.65 A growing number of studies have demonstrated that 
primary, secondary, mental health services and social care services are poorly coordinated.66  
In particular, NHS leaders have claimed that cuts to social care have increased pressure on 
emergency services.67 One way to assess if care is properly connected is delayed transfers. 
Surveys of NHS finance directors have suggested that many hospitals are seeing these 
increase, while national data demonstrates that the total number of days lost to delayed 
transfers has started to increase.68

Table 9: Delayed transfers from acute care, total number of delayed days
Source: NHS England (2013), Delayed transfers of care, NHS Organisations, 
England, August 2010 – April 2013.
Period Total number of delayed days

2010-11 Q3 177,211

2010-11 Q4 187,031

2011-12 Q1 183,652

2011-12 Q2 190,145

2011-12 Q3 191,363

2011-12 Q4 201,093

2012-13 Q1 200,340

2012-13 Q2 212,025

2012-13 Q3 205,336

2012-13 Q4 215,082

61 Monitor (2013), Performance of the Foundation Trust sector: Year ended 31 March 2013.
62  National Audit Office (2012), Progress in making NHS efficiency savings; Health Select Committee (2013), Public Expenditure on health 

and care services. 
63 Health Select Committee (2012), Public expenditure. 
64 The King’s Fund and Nuffield Trust (2012), Integrated care for patients and populations: Improving outcomes by working together. 
65 Cameron, D. (2011), Speech on NHS Reform, Ealing Hospital, 16 May . 
66 Ibid; Dixon, A. et al. (2012), Transforming the delivery of health and social care, The King’s Fund.
67 NHS Confederation (2012), Written evidence to the Health Select Committee inquiry into Public Expenditure. 
68  The King’s Fund (2013), How is the health and social care system performing: Quarterly monitoring report; The King’s Fund (2012), How is 

the health and social care system performing: Quarterly monitoring report.
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While the Health and Social Care Act contained a commitment to improve integration, the 
incentives in the system remained skewed towards treating patients in hospitals.69 Moreover 
reforms to the NHS have further fragmented commissioning by making NHS England, and not 
local commissioners, responsible for commissioning primary care. 

Not dealing with failing hospitals
The Coalition Government inherited a large hospital estate with many failing providers in urgent 
need of change. As Paul Corrigan wrote for Reform in 2011 the District General Hospital 
business model of providing all services to a local population is increasingly unsustainable and 
ill-suited to the changing healthcare needs.70 In the White Paper the Government announced 
that “there will be no bail-outs for organisations which overspend public budgets”. So far this 
Parliament a number of hospitals with significant financial and clinical challenges have been 
pushed to the brink:

 > Since 2008 the Foundation Trust “pipeline” has slowed down with 98 NHS Trusts still to 
achieve FT status. Kingston NHS Trust became the last to be approved by Monitor in April 
2013, the first in twelve months. Nearly half of NHS Trusts have been assessed to have no 

“independent future” by the Trust Development Authority.71 

 > In October 2011, the Department of Health identified 20 Trusts whose “clinical and financial 
stability is at risk” and announced a package of £1.5 billion to support hospitals facing 

“onerous” PFI payments.72

 > The National Audit Office has reported that at least 20 NHS Trusts are not clinically or 
financially viable in their present form.73 

 > In 2012 the Audit Commission reported the number of NHS Trusts and Foundation Trusts in 
deficit increased from 26 in 2010-11 to 31 in 2011-12. London had both the largest surplus 
and largest deficit among providers. Providers in inner London were most likely to be in 
surplus and those in outer London most likely to be in deficit.74 

 > A report by NHS London published in February 2012 calculated that even if the 18 NHS 
Trusts in the capital that had yet to achieve FT status were to achieve an unprecedented 
productivity improvement 13 hospitals would have an underlying deficit amounting to  
£233 million by 2014-15. The report suggested that only a maximum of six of London’s 
non-FT Trusts would prove viable in the long term.75 

In 2012 the Government made the landmark decision to put South London Healthcare into 
administration.76 However later in 2012 the Public Accounts Committee reported that the 
Department of Health still does not have a proper failure regime. According to Margaret Hodge 
MP, Chair of the Committee, “it very much looks like the Department is inventing rules and 
processes on the hoof rather than anticipating problems and establishing risk protocols.”77 
While two hospitals have now gone into administration the Department of Health, the Trust 

69 National Audit Office (2012), Progress in making NHS efficiency savings. 
70 Corrigan, P. and Mitchell, C. (2011), The hospital is dead, long live the hospital, Reform. 
71  Health Service Journal (2013), “Analysed: the state of the FT pipeline”, 25 March; Monitor (2013), “Monitor authorises first NHS foundation 

trust under new patient-centred powers”, 30 April.
72  Health Service Journal (2011), “Lansley identifies 20 ‘unsustainable’ trusts”, 11 October; The Guardian (2012), “Hospital trusts offered  

£1.5 bn emergency fund to pay PFI bills”, 3 February. 
73 National Audit Office and Department of Health (2011), Achievement of foundation trust status by NHS hospital trusts.
74 Audit Commission (2012) NHS financial year 2011/12.
75 NHS London (2012), Acute Hospitals in London: Sustainable and Financially Effective.
76  In a letter to the South London Healthcare NHS Trust Andrew Lansley said: “I recognise that South London Healthcare NHS Trust faces 

deep and long-standing challenges, some of which are not of its own making. Nonetheless, there must be a point when these problems, 
however they have arisen, are tackled. I believe we are almost at this point. I have sought to provide NHS organisations with the help and 
support they need to provide these high quality, sustainable services to their patients, which South London Healthcare NHS Trust stands 
to benefit from. However, even after this support has been provided, your organisation still expects to be in need of significant financial 
resources from other parts of the NHS and I cannot permit this to continue.” The Guardian (2012), “NHS trust to be put into ‘special 
measures’ over £150 million debt”, 25 June. 

77 Public Accounts Committee (2012), Department of Health: Securing the future financial sustainability of the NHS. 



Reform Ideas No 6: Flat-lining: Lack of progress on NHS reform

13

Development Authority and Monitor are still facing public and political resistance to 
implementing changes to unviable services. In the case of South London Healthcare, the 
Secretary of State did not fully accept the recommendation of the administrator to downgrade 
Lewisham Hospital’s A&E due to local opposition.78 

No reduction in bureaucracy

A key claim of the Coalition Government has been that they have reduced management costs 
and bureaucracy in the NHS.79 Speaking in the House of Commons in 2012, the Prime Minister 
claimed the Government was “abolishing the bureaucracy that has been holding the NHS back. 
We are going to cut, in this Parliament, £4.5 billion of bureaucracy—by getting rid of the primary 
care trusts and the strategic health authorities—all of which will be invested in patient care.”80

Reforms aimed to simplify the commissioning structuring, making accountability clear and 
putting family doctors in charge. The total cost of this reorganisation was estimated to be 
between £1.5 and £1.6 billion in 2012, although the Department of Health has claimed that the 
new system will generate annual savings of £1.5 billion from 2014.81 Of greater concern 
however is the multiplication of bodies that health providers and patients have to work with. 
This not only confuses accountability but increases transactional costs for providers.
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Strategic Health Authorities (10) NHS England Regional Offices (4)

Primary Care Trusts (152) NHS England Local Offices (50)

Local Involvement Networks Commissioning Support Units (19)

Clinical Commissioning Groups (212)

Local HealthWatch

Health and Wellbeing Boards

Local Education and Training Boards

Clinical Senates

Academic Health Science Networks

78 Hunt, J. (2013), South London Healthcare NHS Trust: Notice of Decision by Secretary of State.
79 HM Government (2010), The Coalition: Our programme for government. 
80 Hansard (2012), 22 February, Col. 874. 
81 Hansard (2013), 25 February, Col. WA 226. 
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Consequences 

The absence of reform to the NHS has led to growing pressures on hospital services and 
particularly A&E, undermining public confidence. 

A&E 

As Professor Keith Willett, National Director for Acute Episodes of Care, suggested: “When 
pressure builds across the health and social care system, the symptoms are usually found in 
the A&E department.”82

Emergency admissions have been identified as a major cause of rising healthcare spending, 
costing £11 billion a year.83 Commissioners have long sought to reduce demand on secondary 
care, particularly for ambulatory sensitive conditions (those that could have been avoidable) 
however there has been mixed progress.84 

Table 10: Emergency visits and admissions, 2004-05 to 2012-13
Source: NHS England (2013), A&E Quarterly activity statistics, NHS and 
independent sector organisations in England, April 2004 to March 2013.

Year
Total number of  

A&E visits
Visits to major  

A&E departments

Emergency 
admissions 

from major A&E 
departments

Proportion of 
emergency 
admissions 

from major A&E 
departments 

2004-05 17,837,180 13,265,820 2,755,952 20.8%

2005-06 18,759,164 13,553,686 2,891,759 21.3%

2006-07 18,922,275 13,602,589 2,977,330 21.9%

2007-08 19,076,831 13,395,275 3,031,806 22.6%

2008-09 19,588,344 13,426,136 3,206,642 23.9%

2009-10 20,511,908 13,618,300 3,363,345 24.7%

2010-11 21,380,985 13,931,715 3,478,743 25.0%

2011-12 21,481,402 14,013,922 3,585,749 25.6%

2012-13 21,724,841 14,254,248 3,727,420 26.1%

According to weekly situation reports the number of visits to A&E has continued to grow and a 
survey by the Foundation Trust Network revealed that 70 per cent of providers had not seen any 
significant change in emergency demand.85 Moreover, the number of emergency admissions 
from A&E departments has grown more rapidly. 

Pressures on A&E services peaked in early 2013 fuelling widespread public concerns about  
the quality of NHS services.86 In May NHS England published an action plan to address the 
challenges and cited a number of potential factors, including: the rise in absolute number of 
visits to A&E, the rise in hospitalisations of patients who arrive at A&E, the increasing 
complexity of patient, rising length of stay, absence of effective triage systems, lower 
thresholds for admissions, poor coordination and absence of alternatives.87 

82  NHS England (2013), “NHS support plan launched to help hospital and A&E departments keep waiting times in check”, press release,  
9 May.

83 Blunt, I. et al. (2010), Trends in emergency admissions in England 2004-2009, Nuffield Trust.
84 Tian, Y. et al. (2012), “Data briefing: Emergency hospitals admissions for ambulatory care-sensitive conditions”, The King’s Fund. 
85 Foundation Trust Network (2012), Written evidence submitted to the Health Select Committee Inquiry on Public Expenditure. 
86 The Guardian (2013), “A&E patients being left on trolleys in corridors”, 24 April.
87 NHS England (2013), “Improving A&E performance”, 9 May. 
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Table 11: A&E visits from 2009, English regions 
Source: Health and Social Care Information Centre (2013), Hospital Episodes 
Statistics, Accident and Emergency Statistics 2009-10 to 2011-12. 

 2009-10 2010-11 2011-12
Increase,  

09-11

A&E 
attendances per 

000 population

England 15,079,612 15,818,846 17,286,648 14.6% 326.1

      

North East 893,879 926,788 1,174,471 31.4% 452.3

North West 2,486,567 2,458,249 2,678,673 7.7% 379.8

Yorkshire and the 
Humber 1,474,913 1,617,445 1,674,073 13.5% 316.8

East Midlands 971,136 1,002,391 1,110,054 14.3% 244.9

West Midlands 1,745,269 1,774,230 1,847,819 5.9% 329.9

East of England 1,292,216 1,338,528 1,423,389 10.2% 243.4

London 3,037,542 3,177,435 3,591,714 18.2% 439.4

South East 
Coast 1,139,124 1,213,561 1,248,676 9.6% 279.5

South Central 718,014 847,058 943,521 31.4% 226.4

South West 1,320,952 1,463,161 1,594,258 20.7% 301.4

The pressure on A&E services varies significantly by region. Data for 2009-10 to 2011-12 
suggests that visits increased by nearly a third in South Central and the North East. There is 
also a significant regional variation in A&E admissions per head of population. The number of 
admissions in the North East and London for every 1,000 people is nearly double the rate of 
South Central England. 

Waiting times

This Government announced that it would remove many of the activity-based performance 
targets and start to assess healthcare providers on outcomes.88 Consequently the target for 
A&E services to admit, transfer or discharge a patient who attends A&E within four hours, was 
relaxed from 98 per cent to 95 per cent. Although the target was downgraded, in June 2011 the 
Prime Minister announced that the Government would “not lose control of waiting times in 
A&E”.89 

88 Department of Health (2010), Equity and Excellence: Liberating the NHS.
89 Cameron, D. (2011), “Protecting the NHS for tomorrow”, 7 June. 



Reform Ideas No 6: Flat-lining: Lack of progress on NHS reform

16

Figure 1: A&E attendances dealt with under 4 hours
Source: NHS England (2013), A&E Quarterly activity statistics, NHS and 
independent sector organisations in England, April 2004 to March 2013.
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Since 2010 there has been a gradual decline in A&E performance which escalated at the start of 
2013. In February 2013 the number of patients waiting longer than four hours in A&E reached its 
highest level since 2003-04. In the second week of April the number of patients waiting longer 
than four hours peaked with only 91.7 per cent, or nearly 35,000 patients, seen within four 
hours. Since April performance has improved in line with seasonal trends. There has also been 
an upward trend in the number of patients waiting to be admitted following the decision to 
admit. In the last quarter of 2013 the number of patients waiting more than four hours after the 
decision to admit rose to nearly 64,000, up from 40,000 for same period in 2011-12.90 The 
number of patients waiting more than 12 hours rose to 147, up from 15 the previous year.91 

Table 12: Providers breaching 4 hour waiting time target, all A&E departments
Source: NHS England (2013), A&E Quarterly activity statistics, NHS and 
independent sector organisations in England, November 2010 to March 2013.
 Number of providers Per cent of providers

2011-12 Q1 27 9%

2011-12 Q2 17 6%

2011-12 Q3 43 16%

2011-12 Q4 47 17%

2012-13 Q1 34 13%

2012-13 Q2 14 6%

2012-13 Q3 61 24%

2012-13 Q4 94 38%

The number of providers that have breached the A&E target has increased significantly in the 
past two years. According to the latest data, 38 per cent of A&E providers were admitting, 
transferring or discharging less than 95 per cent patients within four hours.92 Previously Monitor 
reported that the number of Foundation Trusts in breach of the waiting time doubled in Q3 
2012-13 compared to the same period in 2011-12.93

90 NHS England (2013), A&E Weekly Activity Statistics, NHS and independent sector organisations in England.
91 Ibid.
92 Ibid.
93 Monitor (2013), “Monitor report highlights pressure on foundation trust A&E services”, press release, 14 March.
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Occupancy 

Table 13: Increase in occupancy rates, all beds
Source: NHS England (2013), Bed Availability and Occupancy Data – Overnight.

 Occupancy

Per cent of trusts  
with occupancy  

above 85 per cent

Per cent of trusts  
with occupancy  

above 90 per cent

2010-11 Q1 84.8% 48.6% 25.2%

2010-11 Q2 84.3% 47.9% 22.8%

2010-11 Q3 85.8% 54.0% 26.8%

2010-11 Q4 86.6% 63.1% 29.3%

2011-12 Q1 84.8% 53.5% 22.7%

2011-12 Q2 84.0% 49.0% 20.1%

2011-12 Q3 85.3% 58.4% 28.2%

2011-12 Q4 86.9% 69.2% 35.0%

2012-13 Q1 85.9% 62.9% 30.2%

2012-13 Q2 85.2% 57.1% 26.4%

2012-13 Q3 85.7% 61.6% 30.6%

2012-13 Q4 87.6% 68.1% 37.1%

The increase in visits to A&E, and the absence of high quality alternatives and coordinated 
services, has meant that hospital beds have come under greater pressure.94 While there is 
season variation the average occupancy has now surpassed 85 per cent. The number of trusts 
with an occupancy rate above 85 per cent has increased more rapidly, rising from less than 50 
per cent at the start of 2010 to nearly 70 per cent in the last quarter. The number of trusts with 
occupancy above 90 per cent has also risen rapidly. Hospitals often aim for occupancy at 85 
per cent to allow flexibility and greater occupancy is associated with a negative impact on 
productivity. High bed occupancy is also associated with quality failings and experts have 
begun to warn that the pressure on beds is putting patient safety at risk.95 

Pressure on A&E services and hospital beds is starting to overspill onto non-emergency 
services. Monitor’s most recent report of Foundation Trust performance found that a growing 
number of hospitals had to cancel elective work and consequently income from higher value 
planned services was behind plans.96

94 Royal College of Physicians (2012), Hospitals on the edge.
95  Bagust, A. et al. (1999), “Dynamics of bed use in accommodating emergency admissions: stochastic simulation model”, British Medical 

Journal; Dr Foster (2012), Good hospital guide. 
96 Monitor (2013), Performance of the Foundation Trust sector: Year ended 31 March 2013.
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Reforming NHS spending 

There is now growing pressure to reform the NHS. Lifting the ring-fence on the NHS budget is 
an important means to achieve this. Ring-fencing the budget has meant that managers have 
little incentive to reduce costs, innovate with new forms of delivery or reform the workforce.97 
As Lord Warner has argued, “The trouble with a ring-fenced budget is it creates the illusion that 
people don’t have to change the way they deliver services, and gives the public an illusion that 
isn’t really there.”98 

By contrast, removing the ring-fence to the health budget can create the stimulus for change 
that the NHS needs.  Danny Alexander, the Chief Secretary to the Treasury, has made this 
central point: “This should be seen as an opportunity as well as a challenge. Of course these 
are really difficult decisions. You’ve got to remember that every pound that you are talking 
about is potentially somebody’s job or a service that someone relies on. But you can use the 
process to drive some really good changes in the way the public sector works.” 99

Sir Ken Knight, author of the recent review of efficiencies and operations in fire and rescue 
services, put forward the same view in his recent review of fire services: “financial pressures of 
recent years seem to have been the driving force behind many of the changes and innovation I 
have seen”.100

In those departments which have not been ring-fenced, several Ministers have made the similar 
point that what matters is not the amount of resources spent on public services but how they 
are used:

 > “What matters is not the total number of officers employed, but the total number of officers 
deployed, and how effectively they are deployed.” 
Theresa May, speech for Reform, 16 August 2011

 > “‘But how can we be the party of law and order when we’re cutting police spending?’ some 
people ask. And it’s true, government spending on the police is going down by 20 per cent 
over four years. But we’re reforming the police – difficult reform like changes to pay and 
conditions – and crime is down by 10 per cent since the election. We’re proving that you 
don’t have to be the party of big spending to be the party of law and order.” 
Theresa May, speech at “Victory 2015” conference, 9 March 2013

 > “In other words, the challenge is now to improve the productivity of every part of the Defence 
organisation. Rejecting the notion that a given percentage cut in the Defence budget must 
inevitably mean a similar percentage cut in our military capability.” 
Philip Hammond, speech at Reform conference, 21 November 2012

 > “Councils’ revenue spending will still be over £53 billion this year. It’s not how much you 
spend, it’s how you spend it. The best public bodies don’t assume they have to do things 
the way they always have. Deliver the same old services. With councils getting this political 
and economic autonomy they can ask big questions about how services are run. And if they 
offer the best possible value to the taxpayer. And instead of salami slicing services and 
cutting the frontline, there’s a chance to deliver transformational change.” 
Eric Pickles, speech at Reform conference, 15 June 2011

97 Bosanquet, N. (2013), “Doing more with less: Opportunity for the NHS”, British Journal of Healthcare Management, Vol. 19, No. 2. 
98 The Daily Telegraph (2013), “Ringfenced NHS budget creates ‘illusion’ nothing needs to change”, 1 May. 
99 The Times (2013), “Move fast and break things...Treasury fights back against culture of caution”, 24 April. 
100  Knight, K. (2013), Facing the Future: Findings from the review of efficiencies and operations in fire and rescue authorities in England, 

Department of Communities and Local Government. 
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