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Abstract

This paper examines the National Health Service (NHS) funding model in the United Kingdom (UK) and its sustainability in light of demographic shifts, economic pressures, and healthcare demands. Established in 1948, the NHS is primarily funded by general taxation and National Insurance contributions (NICs), ensuring free healthcare at the point of use and universal health coverage (UHC). Other universal healthcare systems, such as social insurance-based models (like Germany and France), are contrasted with the UK's NHS funding mechanism. Equity, administrative effectiveness, and universal access are among the key strengths of the NHS model; however, financial limitations, staff shortages, and lengthy wait times are among its notable weaknesses. Alternative funding strategies are examined in light of financial constraints, including increasing "sin taxes" on unhealthy products, introducing social insurance components, raising NICs, and enhancing private-sector engagement. Every proposal is thoroughly examined for its benefits, drawbacks, and viability in the current UK political and economic environment.




















UK Healthcare Funding: Structure, Comparison, and Challenges

  The National Health Service (NHS) is a fundamental institution in the United Kingdom that provides universal healthcare coverage (UHC), ensuring that medical care is free at the point of use for all UK residents. Established in 1948, the NHS has been funded primarily through taxation and National Insurance contributions. Its goal is to offer complete medical services at no cost at the point of use, reflecting key principles of equity, universality, and accessibility. (Harrys and Cresswell, 2024). However, economic pressures, demographic shifts, and healthcare demands pose challenges to this funding model (Meacock, 2019).
This report examines aspects of healthcare funding in the United Kingdom (UK) in relation to its National Health Service (NHS). The primary focus of this report is the current funding model of the NHS and its comparison to those of other similar countries that also provide universal healthcare. This issue will be explored by examining the following key elements:
-The structure of NHS funding and its relation to the UK’s economic position.
-Variations in healthcare funding across the devolved governments of England, Scotland, Wales, and Northern Ireland.
-A comparison of the UK’s NHS funding model with other universal healthcare systems, including those funded through taxation (e.g., Sweden, Canada) and those based on social insurance (e.g., Germany, France).
-The strengths and weaknesses of different funding models, considering current economic pressures, demographic changes, and healthcare demands.

The UK Healthcare Funding System
Main Principles
 The NHS is founded on three core principles:
Universality:  Hiam, Orcutt and Yates, (2019) note that the concept of universality in healthcare in the UK is fundamentally based on the (NHS), which strives to ensure that all UK residents can access healthcare services regardless of their financial situation or social standing. This ideal is currently at risk, as discussions about the NHS's core principles and the challenges it faces in sustaining universal health coverage amid growing demand and financial constraints have come to light.
Equity: Wenzl and Mossialos (2016) note that access to healthcare should be determined by need rather than financial means, according to the UK National Health Service's (NHS) equity principle. The historical foundation of the NHS, established with the intention of providing universal health coverage, forms the basis for this idea. The literature emphasises the difference between vertical equity, which contends that people with higher demands may require more resources to achieve equitable health outcomes, and horizontal equality, which promotes the equal treatment of those with comparable needs. The latter strategy has drawn criticism for perhaps compromising access for specific groups, especially in traditionally underfunded areas (Asthana and Gibson, 2020).
Free at the Point of Use:  Corrigan (2019) notes that a key component of the National Health Service (NHS) in the United Kingdom is the "free at the point of use" concept, which states that patients do not pay for services directly when they are used. The British population is generally in favour of this idea, as they believe everyone should have equal access to healthcare without facing financial obstacles when needed. One of the fundamental principles of the NHS's functioning in a largely capitalist society is that healthcare should be provided according to need rather than financial means.
These principles have defined the NHS since its establishment in 1948, making it one of the most publicly funded healthcare systems in the world.
  Funding Sources
The NHS in the United Kingdom is predominantly funded by public sources, with a significant portion of its funding coming from general taxation. Funding from general taxation contributes around 80% of the NHS budget, National Insurance contributions around 18%, and charges to patients 2%; this funding mechanism is intended to ensure that all residents have access to healthcare services without incurring direct costs at the point of usage (Appleby, Leng and Marshall, 2024). The NHS funding structure is frequently discussed in terms of its efficiency and efficacy, particularly in light of rising demands and the need for sustainable public health spending (Haslam and Pendleton, 2023).
 Devolved NHS Structures
Healthcare in the UK is a devolved matter, with each nation—England, Scotland, Wales, and Northern Ireland—operating its own National Health Service (NHS) systems, which leads to variations in policy and funding. A key component of health governance has been the devolution process, which has been particularly evident in connection with the NHS and broader political shifts, such as Brexit. The effects of Brexit on health governance are most noticeable in the devolved countries, where the intricacies of new regulatory frameworks resulting from the EU-UK relationship make managing health care even more difficult (McHale et all.,2020)
	Nation
	Key Features of NHS Funding

	England
	Largest NHS system, central government funding.

	Scotland
	Free prescriptions and increased investment in social care.

	Wales
	Higher spending per capita means longer waiting times.

	N. Ireland
	Challenges in staffing and hospital capacity.


Each devolved system receives funding from the UK government via the Barnett Formula, which adjusts allocations based on population and needs (Torjesen, I., 2023).

The UK System in Comparison to Other Universal Healthcare Models
While the UK funds its healthcare through general taxation, other countries with universal health coverage (UHC) use different models.
UK (NHS) general Taxation is Publicly funded, free at the point of use
Germany Social Insurance is mandatory employer/employee health insurance. Blank, F. (2020) notes that in Germany, the concept of social insurance is deeply ingrained in the welfare state, which is characterized by a range of programs that provide protection against hazards such as old age, disease, and accidents. In recent decades, the German social insurance system has undergone substantial revisions, often referred to as paradigm shifts. Notwithstanding trends toward marketization and retrenchment, these changes have had an impact on the structure of social insurance, specifically in terms of benefits, finance, governance, and coverage, while preserving the system's fundamental integrity.
France's Social Insurance is government-regulated but private providers. Hernandez-Quevedo et al. (2023) note that the French health system follows a model that incorporates both private provider participation and government regulation. In France, everyone has access to publicly funded health coverage, but private health insurance is also quite important—as of 2015, it accounted for 13.3% of all medical expenses. Complementary health insurance contracts, which primarily refund statutory user charges, cover around 95% of the population, indicating a significant reliance on private insurance to supplement state coverage.
 Social Insurance-Based System (Germany, France) Strengths and Weakness 
Strengths: Ensures universal access, administrative efficiency, and equitable distribution of services. Douglass J., and Douglass M. (2022) note that one of social insurance's main advantages is its capacity to offer immediate financial support during economic downturns, which can lessen suffering and aid people in looking for new job prospects. Labour market activation can be facilitated by well-designed safety net programs that encourage users to participate in socially useful activities, such as learning new skills or accepting job offers.
Weaknesses: Funding pressures due to economic fluctuations, rising healthcare demand, and potential rationing. For example, in Germany, an ageing population is expected to increase demand for long-term care (LTC) services, and financing LTC has become a crucial issue within the social insurance framework. The debate over social insurance as a means of funding long-term care (LTC) highlights its potential benefits over tax-funded systems, including its greater acceptability and clarity (Karagianidou, M., and Wittenberg, R., 2022)
 Strengths and Weaknesses of the UK’s NHS Funding Model
Strengths
Equitable and Universal Access:
No financial barriers to care, ensuring that everyone receives treatment based on need, not income. Ramanathan et al. (2023) note that, in the context of addressing non-communicable diseases (NCDs) and advancing health equity, equitable and universal access are acknowledged as important strengths of national health systems (NHS). In line with the Sustainable Development Goals (SDGs), which aim to leave no one behind in terms of access to health, the literature emphasizes the importance of universal health coverage (UHC) in ensuring that everyone can obtain critical healthcare without facing financial hardship.
 Cost Efficiency:
Mason et al. (2020) note that through various methods and evaluations of healthcare spending, the National Health Service (NHS) in England demonstrates strengths in cost efficiency, while overall healthcare spending increased significantly between 2008-2009 and 2016-2017, a retrospective examination of NHS spending shows that the growth in hospital-based care (HBC) was predominantly driven by increasing activity rather than cost inflation, reflecting an emphasis on efficient service delivery, there were notable increases in activity in the inpatient, outpatient, and Accident & Emergency (A&E) settings, indicating that the NHS is successfully allocating resources to meet growing demand without incurring corresponding cost increases.
Weaknesses
 Funding Pressures Due to Economic Constraints:
Mahase, (2020) notes that the economic constraints facing the National Health Service (NHS) have led to significant funding pressures that threaten its operational capacity and the quality of its service delivery. The pandemic has exacerbated these challenges, resulting in a major funding crisis within the UK’s third sector, which could lead to cuts or closures of essential patient services, including social prescribing and end-of-life care. This situation is likely to place additional strain on the NHS, as it relies on these services to support patient care. The UK’s public debt, at 95% of GDP, and economic slowdown limit the government’s ability to increase NHS funding (Parliament.uk, 2024).
Workforce Shortages and Pay Issues:
 Deakin (2022) notes that the NHS is currently facing severe staffing shortages and related wage issues, which are impacting employee morale and service delivery. Concerns regarding patient care and the capacity to efficiently manage care backlogs have arisen due to the significant rise in NHS employee absences resulting from COVID-19. To ensure sustainable workloads, NHS Providers and many other health and social care organisations have advocated for regular, independent evaluations of workforce requirements. With more than 250,000 open positions in the health and adult social care sectors, the NHS in England clearly lacks a proper workforce strategy. The interconnection of various systems exacerbates this personnel challenge, making a concerted strategy to solve the shortages necessary (Majeed et al., 2023)
Recommendation
Given the financial pressures facing the NHS, alternative funding models have been proposed to ensure its long-term sustainability while maintaining universal access and quality of care. 
Increasing National Insurance Contributions (NIC) could generate more revenue for the NHS without requiring general tax hikes. This approach aligns with existing funding structures, making it politically viable.
Expand private sector involvement. Partnering with private healthcare providers could help reduce NHS waiting times and alleviate service pressures. However, safeguards are needed to prevent inequality in access to care.
Adopt a social insurance model, such as Germany or France. A social insurance model would distribute financial responsibility across employers and employees, potentially stabilizing NHS funding. However, it would require major structural reform and face political resistance.

Conclusion
The UK’s tax-funded NHS model provides universal, equitable healthcare but faces increasing financial and demographic challenges. Compared to social insurance models (Germany, France), the NHS is more cost-effective but struggles with funding stability and service demand.
Potential solutions include targeted tax increases, efficiency improvements, and selective involvement of the private sector. However, any changes must preserve the core NHS principles of equity and universal access while ensuring long-term financial sustainability.
The ongoing debate over NHS funding highlights the trade-offs between equity, efficiency, and sustainability, requiring careful policy decisions to balance these competing priorities.
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