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“Making a speech about economics
IS a lot like pissing down your leg.

It seems hot to you,
but it never does to anyone else.”

president lyndon johnson
to
] kenneth galbraith on ‘economics’
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Why talk about economics?

1. the financial crisis and subsequent austerity

2. Devi Shetty’s challenge to me



“What moral right have
you got to charge
$50,000 for an operation
| can do for less than
$30007

Devi Shetty
Narayana Healthcare, Bangalore
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How can we do
More for Less?
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What is Tetralogy of Fallot?

The normal heart Tetralogy of Fallot

Pulmonary valve / | Narrowing beneath é/\/arrowed pulmonary valve

pulmonary valve ol
. f_ \ Ventricular septal defect

Left ventricle

Ventricular septum

Right ventricle
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CRTH Tetralogy of Fallot, indicative pathway
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high cost, but is it worth it?

@° PLOS ‘ ONE

OPEN 8 ACCESS Freely available online

Lifetime Costs and Outcomes of Repair of Tetralogy of

Fallot Compared to Natural Progression of the Disease:
Great Ormond Street Hospital Cohort

Rachael Maree Hunter'*, Mark Isaac?, Alessandra Frigiola?, David Blundell®, Kate Brown?, Kate Bull?

PLoS ONE 8(3):e59734, 2013
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1085 patients at GOSH
1964 - 2009

® 1st Repair

m 2nd Repair

® Diagnostic Tests

= |CU/HDU

= ECMO

» Cardiac Surgery - Other
Outpatient Appointments

Figure 5. Breakdown of health care costs for Tetralogy of Fallot patients from birth to age 55: undiscounted.
doi:10.1371/journal.pone.0059734.g005
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Quality-Adjusted Life Year (QALY)

- based on the number of years that would be added to life by the
Intervention

- each year of perfect health is assigned value of 1.0, down to
for being dead

- If quality of life Is reduced, so Is the value to a number
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Quality-Adjusted Life Year (QALY)

- Half a year lived in perfect health = 0.5 QALYs (0.5y x 1 utility)

-1 year lived with a utility of 0.5 also = 0.5 QALYs (1.0y x 0.5 utility)

- Utility can be estimated using quality of life scores
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Lifetime Costs and Outcomes of Tetralogy of Fallot

cost per QALY = £2000 to £3000

£250,000

£200,000

£150,000

£100,000

£50,000

2010-2011 prices

35 40 45

Figure 3. Cost-effectiveness plane - cost per Fallot patient over 55 years graphed against the QALY gained compared to natural
progression -10,000 simulations.
doi:10.1371/journal.pone.0059734.g003
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How is all this paid for?



Some health services:
transferred to personal
social services:

| Some local authority
1services transferred

UK Health Expenditure

1to central govt

Table 4: NHS net expenditure, £m and per head, UK countries, 2006/07 to 2010/11

o/ f G D P Year Total expenditure, £m Expenditure per head, £
0 O England Wales Scotland  N. Ireland England Wales Scotland  N. Ireland

2006/07 76,926 5,000 9,035 2,961 1,515 1,688 1,766 1,700
2007/08 83,335 5,273 9,727 3,055 1,631 1,772 1,891 1,736
2008/09 9 ' R e e ————— e ———— - 2 \xesl,969 1,859

97,272 5,917 10,593 3,443 1,877 1,973 *2543‘ — 1924~

2010/11 99,249 6,065 10,821 3,790 1,900 2,017 2,072 2,106
ource: Public Expenditure Statistical Analyses, October 2011 update

I

Note™ nyeremammEgiand-may not be consistent with those in Table 2 because they are calculated on.a
Total Expenditure T CAT T .

= — ==

£billions

CIVITAS: Institute for the Study of Civil Society

The impact of the NHS market

An overview of the literature

i | |

Chart 1 General government expenditure on UK Health
Services: 1950/51 to 2010/11
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The National Health Service in England and Wales, 1948
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agi%css, 1998), p21.
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Figure 3 The National Health Service in England, 1974
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Source: C. Webster, The National Health Service: A Political History,
(Oxtord, Oxford University Press, 1998), p108.
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The Internal Market

- Late 1980s, precipitated by an access crisis Iin paediatric
cardiac surgery

- Thatcherite belief in the market (decreased costs, improved
efficiency, quality innovation and responsiveness)

- The purchaser:provider split
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NHS structure...in the noughties

....... pe— E==—- ey
> Funding ? t :
. ' |
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=

Figure 1: Structure of the NHS in England: 2004/05 to 2006/07
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Mrs Smith

Mr Jones

The patients®

Elective caesarean durin a 7/ day

Treatment Emergency admission for fragility hip
spell in April fracture in April
Code ICD-10 codes are O300 (twin ICD-10 codes are S7200 (fractured

pregnancy and Z37.2 (twin both live
born)

OPCS-4 code Is R17.2 (elective
lower uterine segment caesarean

' delivery)

neck of femur) and W19.0
(unspecified fall at home)

OPCS-4 codes are W37.1 (primary
total prosthetic replacement of hip

| Joint using cement) and Z94.3 (left




The Internal Market

only modest improvements over time, and difficult to associate
them with the market reforms

shift of power from hospitals to primary care and from providers
to purchasers

CIVITAS: Institute for the Study of Civil Society

The impact of the NHS market

An overview of the literature
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failure to deliver benefits

refusal to create a ‘real’ market
- weak Incentives to engage participants and break patterns

lack of stable policy environment to inspire commitment

CIVITAS: Institute for the Study of Civil Society

The impact of the NHS market

An overview of the literature
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2014

UPDATE

MIRROR, MIRROR ON THE WALL

How the Performance of the U.S. Health Care System Compares Internationally

Karen Davis, Kristof Stremikis, David Squires, and Cathy Schoen

June 2014



EXHIBIT 1. INTERNATIONAL COMPARISON OF SPENDING ON HEALTH, 1980-2011

Average spending on health per capita ($US PPP)
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EXHIBIT ES-1. OVERALL RANKING

COUNTRY RANKINGS P
Top 2*
NETH / SWIZ “
OVERALL RANKING (2013) 10 2 \ u
Quality Care

Effective Care

Safe Care “ 2

Coordinated Care

Patient-Centered Care

Access

Cost-Related Problem

Timeliness of Care

Efficiency

Equity

Healthy Lives

$4,522 | $4,118 | $4,495 | $5,099 | $3,182 | $5,669 | $3,925

Health Expenditures/Capita, 2011**

$3,800

Notes: * Includes ties. ** Expenditures shown in $US PPP (purchasing power parity); Australlan $ data are from 2010
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So I make this commitment to the NHS and all who work in it: no more pointless

reorganisations.

David Cameron, Tory Party Conference Speech, 2006

Andrew Lansley, Conservative Party press release, 11 July 2007

The coalition went on to launch
the biggest top-down reorganisation of the service In its history
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The National Health Service in England and Wales, 1948
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so big,
‘you could probably
see it from space’
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TheKingsfund) raide
How the money flows from April 2013

=
l
s

-2.7 billion £66 billion £25 billion

£1.8 billion*
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TheKingsfund)> rafae ey

* new organisations
from April 2013

The new NHS: Who can influence commissioning of services

Improving public health Arranging for the provision

of health services

The Mandate

Clinical
senates

—_———

NICE

Commissioning guidance Cocecorces
Expert advice

*

Local
Healthwatch

ERepresentedon o
. Commissioning

support units

Represented on

Health and P& | @.euurreiunseennnneends
Wellbeing Board

Local Health and
Wellbeing strategy

Seek views

S
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Figure 1 The main relationships between health bodies in London All OF TH I S? ‘ 'iaf;::tfh
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a very complicated
landscape



‘Explains 1he crisss In a way thatl aclvatly sticks .,
(0 my amazement | inally graso it’ Jan

thn

[ANCHEOITER

\lhoops!

Why everyone owes everyone
and no one can pay

‘A piece

of genius’'
INDIA KNIGHT

W

‘Razor sharp ..,

a great book’
JOHN O'FARRELL
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a million seconds 11.6 days

a billion seconds 31.7 years

a trillion seconds 31,700 years |

John Allen-Paulos

DIg numbers



cash in context (around 2009)

’ @ProfMJElliott .’ martin.elliott@gosh.nhs.uk



UK budget deficit and borrowing

Net borrowing, £m (exc financial interventions) € Conservative ® Labour

Norman Lamont
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The UK National Debt as % of GDP

2004

Kingdom Governme.

http://www.tradingeconomics.com/united-kingdom/government-debt-to-gdp
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austerity

L e
, ' 'y

Spending ¥ 85%
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OBR Forecast Today

Borrowing forecasts

M Actual borrowing ' Autumn Statement

’ @ProfMJElliott @ martin.elliott@gosh.nhs.uk



UK Debt Interest Payments
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Today’s Budget
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A JOURNEY TO THE SHARP END OF CUTS IN THE UK

AUSTERITY

BRITAIN'S ECONOMIC
PROBLEMS AND HOW
THEY CAN BE SOLVED

JOHN MILLS AND BRYAN GOULD

Other Views on Austerity are Available
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Richard Douglas, Department of Health director general of
policy. strategy, and finance. has reportedly said that the drive

A - 3 &
a N

pefts are a startling

) -

lehg term impact on public services of the

olobal financial crisis and ensuing recession.

Appleby, ]

A Productivity Challenge too far?

BMJ 2012;344:€2416 doi: 10.1136/bmj.e2416 (Published 19 June 2012)
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The dynamics of the productivity gap

Productivity
improvements

Cost and
demand

£105bn
Zero real-terms growth pressures
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Unprecedented growth Unprecedented constraint
2001/2 to 2010/11 2011/12 to 2001 3/14...

Time

Appleby et al 2010, Improving NHS Productivity, Kings Fund
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O Predicted % of current income over next decade
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Figure 3 Total numbers of full-time equivalent qualified nurses, midwives and

health visitors
keogh
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302,000 | | | | | .
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Total number of nurses, midwives and health visitors (FTE)

Source: Monthly NHS Hospital and Community Health Service (HCHS) Workforce Statistics in England -
March 2014, Provisional statistics www.hsic.gov.uk
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less money
more demand
greater expectations

rISing CcOSts



5%
Average annual
productivity

gain required
2011187

NHS outputs: ind

-0.2%
Average annual

productivity
gain achieved
1996-2010

160 180

NHS inputs: index 1995=100

Appleby, ]

A Productivity Challenge too far?

BMJ 2012;344:€2416 doi: 10.1136/bm|.e2416 (Published 19 June 2012)
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NHS TRUSTS m

Figure 1: Trends: What is your organisation’s forecast end-of-year financial situation?
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http://gmr.kingsfund.org.uk/2015/14/overview

6 in 10 trusts are relying on financial support from the Al & &
Q‘,\ de\

Department of Health or planning to draw down their
reserves.
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http://gmr.kingsfund.org.uk/2015/14/overview

Figure 9: Trends: The NHS is now in its final year of the so-called Nicholson Challenge. What

Is your estimate of the risk involved in achieving productivity gains of the value of £20
billion by 2014/15?

NHS TRUSTS

Figure 21: Overall, what do you feel about the financial state of the wider health (and care)
economy in your area over the next year?

Per cent
Per cent

QMR6 QMR8 QMRS QMR10 QMR11

QMR12 QMR13 QMR14
Jul 2012 Apr 2013 Jul 2013 Dec 2013

Mar 2014 jun 2014 Sep 2014 Dec 2014
- Very high risk of failure High risk of failure 50/50 risk of failure or success Little risk of failure

Very little risk of failure

B very optimistic [ Fairly optimistic

Neutral Fairly pessimistic Very pessimistic

We’re doomed, Capt Mainwaring
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“When you take over a
loss-making business,
youarein g

You must first cut the costs
to stop the cash drain”

Jon Moulton, CEO Better Capital, Feb 2011

’ @ProfMJElliott @ martin.elliott@gosh.nhs.uk



HEALTH INDUSTRY NOVEMBER 25, 2009

The Henry Ford of Heart Surgery

In India, a Factory Model for Hospitals Is Cutting Costs and Yielding Profits

devi shetty
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A Journey from 223 to 7500 beds

NH Shimoga « NH Mysore « NH Durgapur - : —
NH Davangere « Chinmaya NH ¢ St. Martha's NH l R Dottt
Westbank NH « NH Kuppam  NH Salt Lake FUTURE 30,000 Beds
NH HSR Layout * NH Whitefield « NH Guwahati |

Health Clty Cayrnan Islands « NH Barasat NH Mumbai * NH Bhubaneswar « NH Slllgurl
NH Berhampore * NH Mahuva NH Lucknow «NH Jodhpur « NH Palanpur

NH Bellary « NH Vaishno Devi
And many more...

=

* NH Jamshedpur
* MS Ramaiah NH Bangalore

* MSMC Bangalore * NH Dharwad * NH Kolar
*NH Hyderabad * NH Jaipur « NH Raipur
*NH Ahmedbad

* NH Bangalore « NH Kolkata
* Blood & Valve Bank
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how Shetty controls costs

- economies of Scale

- 4700 open heart operations in one hospital each year
- cf England, 2900 operations in 10 centres

- cf Chicago, 750 operations in 9 centres
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how Shetty controls costs

+ ‘Asset-light’ business model

e green fleld sites
* |ow construction cost buildings (pre-fab, single storey clusters)

* |ow maintenance design

- Narayana elsewhere

* |n other hospitals, but their staff, their pathways, their rules
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how Shetty controls costs

» doing more each day, every day

o early starts, late finishes
* shift system for clinicians
e / day elective work

e patient ‘flow’ paramount
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how Shetty controls costs

» direct control of procurement

* forcing suppliers prices down

* ‘leveraging his brand reputation

e buys locally if possible, no need to accept US/UK/EU prices
e standardisation of technigues

e challenging ‘single-use’



how Shetty controls costs

- engaging the staff

- dally profit and loss data 1000
- for the individual, the hospital and the organisation small
- delivered to mobile phone thin gS

- trades on competitive instinct
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“1 gram off every component”

saves 100kg overall

“we have to do 1,000 small things”



» WhatsApp as g ‘_ 4,
 audio &€ ‘Nt ' %%
. |M empd ‘\ \ | Qv
» reduced
« excellent 1

* single numg




“The seemingly meaningless, incidental, bits of
data that we shed are turning the concept of
privacy into an archaism, despite half hearted
(and doomed) regulation to protect ‘personally
Identifiable information”.

John Harman 2015 Disrupting the Intelligence Community Foreign Affairs 94(2):99-107

50% fall in interest in the term ‘privacy’ in the last decade

Google Trends



Could we do any of this here
(or anywhere In the West)?



we have usually asked

for more, rather than

working out how to do it
better for less




go compare

India UK

 huge ufreated population + population needs met

* NO universal access * universal access

- poorly developed medical insurance - NHS + private

- people have to pay for care - |It’s free

- spiritual (access = gift from God) + secular

- patients MUST travel - patients don’t like to travel
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go compare

India UK
case—mi, simpI;r + case-mix complex
largely single visit surgery + 88% single visit surgery
free market, but effective * regionalisation not centralisation: too
centralisation: not enough centres many centres”?
2 star accommodation 4 to 5 star accommodation
not much choice - ? patient choice
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NHS Procurement
vinyl gloves (large) £/hundred

enormous range in prices Trusts pay

| wonder
what he would say

http://ccgtools.england.nhs.uk/procurement/ProcAtlasduly2014/atlas.html
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SAFETYIN
NUMBERS :::::::".

SUZANNE GORDON
JOHN BUCHANAN TANYA BRETHERTON
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efficiency; core principles

focus on patients; design the care around them, not the staff
identify value for the patient & get rid of everything else
get it right first time: complications are expensive

eliminate waste (inc.time)

this Is a process of continuous change
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efficiency at local level

- lean management, flow management
- standardisation, SOPs
- real time data, to the people on the shop floor

- devolving tasks
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it can
be done

methods
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core
training

Peter Willats
APT Global
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“The United States
needs systematic
cost control, not

Jonathan Oberlander budget gimmicks.”

UNC Chapel Hill

Health Care Policy in an Age of Austerity NEJM 365;12: 1075-7, Sept 22 2011
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- National average

e 08% Control Limit
w09 95% Control Limit
Alder Hey Hospital

Surgical : Tetralogy repair 2006-2009
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VE - Birmingham Childrens Hospital
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95% Liverpool Heart and Chest Hospital

>

90% Bristol Children's Hospital
/0
Nottingham City Hospital
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85% Freeman Hospital

St George's Hospital

Great Ormond Street Hospital for Children
Glenfield Hospital

Evelina Children's Hospital

Hammersmith Hospital

Hull Royal Infirmary

Harley Street Clinic

&
O
A
¢
&
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Leeds General Infirmary
Manchester Royal Infirmary

Survival at 30 days
[‘:;,

Wolverhampton Heart Centre
Northern General Hospital

Royal Brompton Hospital

Queen Elizabeth Hospital, Edgbaston
John Radcliffe Hospital

Royal Hospital for Sick Children
Royal Sussex County Hospital
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Royal Victoria Hospital
Southampton General Hospital
St Thomas Hospital

H e CPp 0O

University College Hospital

>

University Hospital of Wales
Victoria Hospital
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What do you value?

we can do It for less,
put will you let us?




“The one outcome that is
never measured in the NHS
IS the outcome of what politicians do”

Polly Toynbee







special thanks to

Devi Shetty
MACTRWELE
Claire Newton
Eugene Litvak
The Kings Fund
The London Library
various contacts in the City & WHO

many others who would rather not be named
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