
How can we keep optimistic about the financial future of health care?  

From its title, this promised to be an uplifting session. Paul Johnson (Institute of 
Fiscal Studies) and John Appleby (The King’s Fund) were charged with providing 
us with reasons to be optimistic about the financial future of health care. The 
session started with Paul putting the NHS’s financial challenge in the wider 
context of cuts throughout the public sector. Looking across government 
departments, he showed that health (along with transport and international 
development) is one of the only areas spared from real terms cuts over the next 
few years. While the NHS will see a small increase in funding up to 2015/16, 
departments such as communities and local government are seeing budgets 
slashed by as much as 60 per cent. Despite this glimmer of relative optimism, 
the reduction in spending growth currently experienced by the NHS is 
unprecedented in its 65-year history.  

John began his presentation by admitting the only way to be optimistic about 
future health funding was to take a very long-term view. Although the Office for 
Budgetary Responsibility predicts that UK health spending will rise to a 
maximum of 14.5 per cent of GDP by 2062, so will health spending rise across 
all other OECD countries. John reminded us that the level of health spending in 
the UK remains significantly below levels in the US, which already spends on 
public health care alone a similar proportion of GDP to what the UK spends on all 
health care – he showed Congressional Budget Office projections that on current 
trends would lead to an incredible  – and clearly unworkable – 99 per cent of 
GDP being spent on health care in the United States by 2082.  

Short presentations meant there was time for a rich discussion before the 
session closed. The speakers were asked whether the NHS could meet the 
productivity challenge – providing more care of higher quality for less money. 
John’s perspective was that the scale of savings needed to bridge the gap 
between what we spend and the outputs we demand is simply too large. One 
suggestion from the audience was to increase NHS funding through 
hypothecated taxation (a tax that is ring-fenced for a particular purpose). 
Although Paul saw strict hypothecation as unworkable, there are many ways in 
which a tax increase could be earmarked for the NHS without the accounting 
processes and administrative complexity necessary for strict hypothecation. 
Another question posed was whether the public have met their saturation point 
in terms of taxation? The feeling from John was that they have not.  

The final part of the discussion focused on the more fundamental question of 
whether the post-war settlement for health and social care remains viable, or 
whether some of its core assumptions should be reconsidered. Should the NHS 
still be free at the point of care or should we rethink the way funding is 
dispersed across the public sector? Why do the public pay for social care but not 
for the majority of health and education? John reminded us that health systems 
are highly path dependent, as are public expectations. People, policy and 



systems are strongly influenced by what has gone before. But will the post-baby 
boomer generation be as attached to the core principles of the NHS as their 
parents are? Could we introduce a Dilnot-style system for health care – 
everyone pays the first £50,000 of their care, while the government picks up the 
bill for any expenses incurred above that?  

As the chair, Sarah Goodson, drew the session to a close it was encouraging to 
see that the size of the financial squeeze outlined by the speakers had provoked 
a rich discussion about radical solutions to meet the funding challenges of the 
future. These are difficult questions, and they are currently being considered in 
more detail by The King’s Fund’s Commission on the Future of Health and Social 
Care funding. 

Ruth Robertson, Fellow, Health Policy, The King’s Fund 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.kingsfund.org.uk/projects/commission-future-health-and-social-care-england
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