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Productivity in the NHS: why it matters and what to do
next
A clear strategy for increasing productivity is vital for a sustainable NHS, argue Jennifer Dixon and
colleagues

Jennifer Dixon chief executive 1, Andrew Street professor of health economics 2, Dominique Allwood
assistant director of improvement 1

1Health Foundation, London, UK; 2Department of Health Policy, London School of Economics and Political Science, London, UK

Earlier this year, the prime minister announced a financial
settlement for the NHS over the next five years of 3.4% real
terms growth, or £20.5bn (€23bn; $27bn) a year by 2023-24.1

Although greater than the 1.5% growth over the past eight years,
the settlement is less than the long term average of 3.7% and
the 4% recommended after recent detailed analyses.2 It will not
be enough to modernise the service or head off difficult
decisions about what services and treatments to provide. These
decisions will be easier if the NHS is able to get more out of
the funding it receives, which requires a focus on productivity.
Productivity is not normally a centrepiece of reforms to the
NHS, but it should be. Paul Krugman, the distinguished US
economist, put the issue starkly: “Productivity isn’t everything,
but in the long run it is almost everything. A country’s ability
to improve its standard of living over time depends almost
entirely on its ability to raise output per worker.”3

However, productivity is a subject guaranteed to kill the
attention of clinicians and patients. Clinicians associate it with
working harder—something viewed with derision in today’s
resource squeezed stressful working environment—and patients
with cutting costs. Policy makers highlight new technologies
that “disrupt” usual working practices as being the key to higher
productivity—a narrative that can easily alienate staff and often
omits the need to support staff to introduce and adapt new
innovations, without which diffusion is slow. It is true but a
cliché that increasing productivity means working more
effectively not necessarily harder, reducing waste not sacrificing
quality.4

Consistent with the rest of the economy5 and international best
practice,6 productivity of the NHS is calculated by measuring
how much output is produced from resources (inputs). The
output measure attempts to capture both the amount and the
quality of care, including waiting times, survival rates, patient
reported outcomes, and preventive primary care.7 Inputs include

the number of doctors, nurses, and support staff providing care,
the equipment and clinical supplies used, and the hospitals and
other premises where care is provided.
Until 2008, productivity growth in the NHS (with adjustment
for quality) more or less tracked that in the wider economy. But
since 2009, it has averaged 1.4%, easily outperforming that in
the wider economy of 0.2%.8 However, recent productivity gains
have occurred mainly because of restrictions in staffing levels9

rather than a purposeful strategy. This clearly is not sustainable
in the long term. What should the NHS now do?
What can help to increase productivity?
Welfare and morale
Studies across several sectors report that the health and welfare
of staff influences their productivity.10 The NHS has one of the
largest workforces of any organisation in the world, and about
70% of the costs in the NHS are from employing staff. Work
is often physically, emotionally, and psychologically demanding
as the service runs 24 hours a day, 365 days a year.
The NHS staff survey is a barometer of morale, engagement,
and stress levels across England and results vary widely by trust.
In 2017, 38% of the 487 727 staff who responded reported
feeling unwell because of stress in the past 12 months.11 The
annual findings could feature much more highly in the
assessment of performance by trust boards and regulators (Care
Quality Commission and NHS Improvement) and be linked to
scrutiny of management practice and leadership style of the
organisation. It is no coincidence that trusts rated by the Care
Quality Commission as high performing, such as Salford,
Northumbria, East London Foundation Trust, and
Frimley/Wexham Park, score highly on the staff survey. General
practitioners don’t participate in the staff survey, but a 2015
survey conducted by the Commonwealth Fund of GPs from 10
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countries found that 59% of those from the UK said their job
was extremely or very stressful, a higher proportion than
elsewhere.12

The sickness absence rate for all those working in the health
sector amounts to 3.5%, considerably higher than the rate of
2.9% for the public sector as a whole and 1.7% for private sector
workers.13 Public Health England estimates that the cost of
sickness absence by NHS staff is £2.4bn a year: reducing
absences by one day per person a year would save around £150m
(roughly the cost of 6000 full time staff).14

The NHS is already investing in initiatives to improve physical
and mental health and wellbeing in the workplace.15 These
include promoting healthy food choices in the workplace, the
cycle to work scheme, uptake of flu vaccination, mindfulness,
and other prevention and self-management support, as well as
targeted support such as counselling and physiotherapy. These
types of interventions are effective,16 yet implementation is
highly variable across the NHS.

Training in service improvement
The productivity of staff could be boosted considerably if every
one of the 1.3 million workers, particularly clinical staff, is
supported through training to improve their everyday work.
Most trusts rated by the CQC as outstanding have some kind
of structured programme to build this capacity in staff.17 One
example is the flow coaching programme, part funded by the
Health Foundation and delivered by Sheffield Teaching
Hospitals NHS Foundation Trust.18 This has trained hundreds
of NHS staff in team coaching and improvement science skills
and is based on coaching programmes that have proved
successful in the US.19 Clinical and non-clinical coaches receive
face-to-face training to run weekly “big room” meetings, which
bring together a range of staff and patients involved in a clinical
pathway to discuss, plan, and review improvements.
Flow coaching academies have now been set up in seven trusts
across the UK to drive improvements in patient experience and
patient flow through pathways of care and reduce unwarranted
variations in processes and outcomes, working cultures, and
behaviours. “Why has it taken me 20 years to be introduced to
these skills,” remarked one consultant recently, on learning how
to improve the flow of patients through her department. “How
could I do my job properly without them?” The royal colleges
of general practitioners, surgeons, and physicians are among
those taking the initiative by encouraging their members to train
in quality improvement. But these efforts are still the exception
and not yet the rule.

Good management
Good management is critical, and its large effect on productivity
in many different types of organisations has been quantified
convincingly over the past decade.20 Highly productive
organisations work at it for years, management working with
frontline workers to design improvements with constant
monitoring, investment, and incentives. The lessons include
that small everyday changes, built up over years, add up to
highly reliable and constantly improving operating processes.
To achieve this healthcare needs effective and stable
management and an engaged workforce. The benefits are
reliable, safe, and less wasteful care for patients—that is,
important productivity gains. Although the NHS has recognised
the need to improve the quality of leadership practised by
clinical and non-clinical leaders,21 the focus on boosting good
operations management has been much weaker. This needs to
change.

Workforce planning
One way to increase productivity is to substitute costly with
less costly staff where appropriate.22 23 But since 2010, the
number of expensive hospital consultants has increased by 22%
while the number of nurses has increased by just 1%.24 Shortages
have resulted from too few staff being trained, or attracted from
other countries, to meet present and future demands.25 If demand
outstrips the supply of labour, staff command higher wages,
irrespective of their productivity. Clearly the NHS needs to
improve workforce planning.

Technology
Staff also need the right equipment and technology to do their
jobs. One of the reasons why labour productivity is lower in
European countries than in the US is that US companies have
invested more heavily in capital and technology,26 a process
termed capital deepening.27 The prime minster and the secretary
of state have recently emphasised the promise of artificial
intelligence, data analytics, and robotics.28 And in a recent book
on the future of the professions, Richard and Daniel Susskind
describe these and other new and assistive technologies that are
likely to substitute for some tasks currently carried out by
doctors and make work processes more reliable and cheaper.29

But the NHS has been experiencing capital shallowing rather
than deepening as capital funds have been raided to fund hospital
deficits, leading to a backlog in maintenance and limited
investment in technology.30 And although the government’s
recent industrial strategy includes investment in the life sciences,
the objective is less about technology to improve the
productivity of the UK’s largest industry (the NHS) and more
on developing businesses to boost the wider economy in the
UK. Without further attention, opportunities to boost
productivity in the NHS will be missed. The answer includes
protecting capital funding from raids and better scanning,
experimentation, and evaluation of technology for their effect
on productivity in the NHS than is the case today.

Reduce variation
Another way to improve productivity is to reduce variation in
clinical care, as this may indicate wasteful activity.31 Several
important initiatives already exist. For example, in England,
Getting it Right First Time (GIRFT) is a clinically led, data
driven programme to improve value in hospital care32 and
Rightcare supports clinical commissioning groups to improve
cost effective care and reduce variation.33 Clinical audits also
seek to encourage better clinical outcomes partly by identifying
variation against established guidelines. All of these are useful
and rely on data to highlight the need for change.
But once variation is identified, the support to help clinicians
make change is inadequate. We have already discussed efforts
by trusts and some royal colleges to build staff capability in
quality improvement. The NHS could also learn from clinical
networks such as the ImproveCareNow initiative in the US,
where networks of clinicians and patients work together to set
priorities for improvement and use quality improvement
techniques combined with data to make effective changes.34

Reduce perverse incentives
Increasing productivity does not just mean doing more of the
same with the same or fewer resources, but also adding more
quality for the inputs. More quality must include producing
better health—for example, such that costly hospital admission
is avoided when appropriate. Each year more patients are treated
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in hospital, and paradoxically this has boosted productivity: the
more patients treated, the higher NHS output. This kind of higher
output may represent poor quality care, and productivity
measures need to be developed that better account for this.
If the NHS is failing to deliver the right sort of care in the right
places, something may be wrong with the incentives for
organisations and individuals. The national tariff payment
system incentivises hospital treatment because the more patients
that hospitals treat, the more they are paid. Transformation funds
have been used to subsidise hospitals in deficit35 in some parts
of the country, frustrating plans to shift care out of hospital.
Inadequate primary, community, and social care support are
resulting in avoidable hospital treatment: the biggest increase
in hospital admissions over the past 10 years is for same-day
treatment for older people.36 These areas need urgent attention.

Making change happen
There is clear scope for the NHS to boost productivity. Some
of the ingredients to do so are already in place, but others clearly
are not. Disruptive technologies that will enhance productivity
may be on the horizon, but their effect is uncertain and they will
require investment and staff support to be realised. In the
meantime productivity gains can continually be made at the
front line of care, with patients and clinicians having a large
part to play supported by technology, and at the intersection
between healthcare and other services. Incremental
improvements on these multiple fronts could add up to make
all the difference. This won’t happen by chance: an overt
coordinated strategy for productivity is now needed and must
be included in the forthcoming 10 year NHS plan.

Key messages
Sustainable increases in productivity don’t necessarily mean working
harder or cutting staff and resources
Large gains can be made from good management and ensuring staff
welfare and training in quality improvement methods
Technology has a big potential role, but the NHS could be smarter in
scanning for opportunities, evaluating them, and supporting staff to
implement them
Incremental changes over several years can add up to substantial
improvements
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