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Overview +|_pr

possibility
These slides set out the results of the 2025 government healthcare expenditure projections conducted by LCP and IPPR.

We have relied on the methodology set out in our report of 13 September 2023, updated to reflect the scenario definitions described on page 7 and the data sources
described on page 8.

Our modelling incorporates the latest financial, demographic and healthcare data (currently available to 2023/24) and projects government healthcare expenditure in
England to 2034/35 under a range of productivity and prevention scenarios.

For comparison, we have included the results of our 2023 analysis in appendix 1.

Results summary

hez;?rt\ilare Annual % | Annual % | Annual % i
Scenario costs increase | increase increase Total costs in 2034/35
2034/35 | (nominal) | (real) | (over GDP) £0bn  £100bn £200bn £300bn £400bn

RUEEENG (D £342bn | 5.70% 3.43% 1.65% . Total cost:
(baseline) Baseline £342bn
Improved productivity [ £294bn 4.28% 2.04% 0.29%

- Improved productivity _ Saving: £48bn
gR;giat'”g past HLE £321bn | 5.11% 2.85% 1.08%
Halving HLE gap vs Repeating past HLE gains Saving: £21bn
p_ost-pandemlc dat.a £336bn 5.53% 3.27% 1.49% Halving HLE gap vs post-pandemic _ Savina: £6b
(improved prevention) data (prevention) aving: n
Halving HLE gap vs pre- i . i
pandemic data £330bn 5.38% 3.12% 1.35% Halving HLE g%% ;/; pre-pandemic Saving: £12bn
Combined prevention
& producti\?ity £289bn 4.12% 1.89% 0.13% Combined productivity and prevention [ saving: £53bn

Sources: 1. Projecting healthcare expenditure to 2033/34 - LCP



https://www.lcp.com/media/1150633/ippr_nhs_funding_scenarios.pdf

Projected annual savings in government healthcare spending

productivity

post-COVID HLE; 2%
productivity growth

Annual : :
Scenario Core assumptions Total costs savinas b Total costs in | Annual savings
P in 2029/30 gs by 2034/35 by 2034/35
2029/30
Repegting history ONS projected LE and £9560N i £342bn ;
(baseline) flat HLE
improved ONS projected LE and
proved flat HLE; 2% £237bn £19bn £294bn £48bn
productivity o
productivity growth
Improving HLE and LE
Repeating past HLE | in line with average
gains annual growth rates £247bn £9bn £321bn £21bn
seen from 2000-02 to
2009-11
Halving HLE gap vs | Halving HLE gap in
post-pandemic data | regions relative to £254bn £2bn £336bn £6bn
(prevention) post-COVID HLE
. Halving HLE gap in
Hraelylg?uﬂ;nlzicgzgt\f regions relative to pre- £252bn £4bn £330bn £12bn
pre-p COVID HLE
Combined region relative.to
prevention & 9 £235bn £21bn £289bn £53bn

I ‘ P powering
possibility

Notes

* Annual savings are calculated
relative to the baseline
scenario.

* Full scenario descriptions are
shown on page 7.



Projected healthcare spending in England as a share of GDP
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Notes

“Healthcare spending” here means
net expenditure from operating
activities in the Department of Health
and Social Care’s core department
and agencies.

* Inthe latest available (2023/24)
data, healthcare spending is equal to
8.0% of GDP.

» If current trends continue, spending
Is projected to rise at an annual
growth rate of 1.65% above GDP,
reaching 9.6% of GDP in 2034/35.

* In the combined prevention and
productivity scenario, the growth
trajectory is almost flat (0.13% pa
above GDP), with healthcare
spending projected to be 8.1% of
GDP in 2034/35.
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Projected healthcare spending in England across HLE scenarios | CP s
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possibility

Notes

Replicating the historical improvements
in HLE achieved between 2000-02 and
2009-11 could slow the growth in public
healthcare spending more quickly than
the “halving the HLE gap” scenarios.

Achieving this past rate of improvements
is projected to result in total healthcare
expenditure reaching 9.0% of GDP by
2034/35, with an annual growth rate
1.08% above GDP.

This compares with 9.3% of GDP in
2034/35 in the “halving the gap vs pre-
pandemic” scenario and 9.4% of GDP In
2034/35 in the “halving the gap vs post-
pandemic” scenario.
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Description of 2025 scenarios

Baseline Scenario

This scenario is unchanged from the core (‘repeating history”)
scenario in the 2023 projections, where we assumed productivity
growth of 0.5% pa.

Scenario 1: Improved productivity

* We have assumed flat productivity growth rate of 2% pa
across the projection period.

 This is an illustration of the NHS productivity target “to
increase NHS productivity growth to an average of 1.9% from
2025/26 to 2029/30, rising to 2% over the final 2 years™.

Scenario 2a: Repeating past HLE gains

* We have assumed healthy life expectancy (HLE) will grow at
0.75% pa and life expectancy (LE) will grow at 0.35% pa
across the projection period.

* These rates are based on ONS data? which showed HLE
improving by 0.73% pa and LE improving by 0.34% pa on
average from 2000-02 to 2009-11.

« The box below describes how we have translated these
projections into reduced healthcare expenditure.

I ‘ P powering
possibility

Scenario 2b: Halving HLE gap vs post-pandemic data (prevention)

We have assumed that by 2034/35 each region will have halved the gap between its
starting HLE and the South East’s starting HLE of 64.0 years (based on 2021-23 ONS
data3), while the South East's HLE remains static over this period. The data and
projections are shown in appendix 2.

We have calculated HLE for England in each projection year from 2022/23 to 2034/35
as a population-weighted average of regional HLEs (using mid-2021 population
estimates?®), resulting in an average growth rate of 0.15% pa.

We have projected LE improvements in line with latest ONS LE projections®, resulting in
an average growth rate of 0.17% pa.

Scenario 2c: Halving HLE gap vs pre-pandemic data

We have assumed that by 2034/35 each region will have halved the gap between its
starting HLE and the South East’s pre-pandemic HLE of 66.0 years in 2018-205.

Consistent with scenario 2b, we have calculated HLE for England in each projection
year as a population-weighted average of regional HLES, resulting in average growth
rate of 0.28% pa.

We have projected LE improvements in line with latest ONS LE projections®, resulting in
an average growth rate of 0.17% pa.

Combined prevention & productivity

HLE improvements in line with improved prevention scenario (2b) while productivity
increases by 2% pa in line with the improved productivity scenario (1).

Translation of HLE/LE gains into reduced healthcare expenditure

these), based on the correlation between these metrics at a local authority level.

Consistent with the 2023 analysis, we have compared the above HLE and LE projections for each scenario against our best estimate projection that HLE will remain flat (consistent with the trend
seen in the 2010s) at the 2021-23 level of 61.7 years® and that LE will grow in line with latest ONS LE projections® (at an average rate of 0.17% pa).

We have then translated reductions in the gap between projected LE and projected HLE (relative to best estimate) into reductions in projected inpatient consultations (and the costs associated with

Sources: 1. NHS productivity - NHS England, May 2024; 2. Health Expectancies in the United Kingdom, Great Britain, England, Wales, Scotland & Northern Ireland - Office for National Statistics, November 2014; 3. Healthy life expectancy in England and Wales - Office for National

Statistics, December 2024; 4. Estimates of the population for the UK, England, Wales, Scotland, and Northern Ireland - Office for National Statistics, October 2024. 5. Comparison of life expectancy estimates with projections, UK and constituent countries - Office for National Statistics



https://www.england.nhs.uk/long-read/nhs-productivity/
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/datasets/healthexpectanciesintheunitedkingdomgreatbritainenglandwalesscotlandnorthernireland
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/bulletins/healthstatelifeexpectanciesuk/between2011to2013and2021to2023
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/bulletins/healthstatelifeexpectanciesuk/between2011to2013and2021to2023
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates/datasets/populationestimatesforukenglandandwalesscotlandandnorthernireland
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/datasets/comparisonoflifeexpectancyestimateswithprojectionsukandconstituentcountries/current

+
Data updates for current analysis LCP::

This analysis follows the same methodology as our 2023 analysis!, adjusted for the scenarios described on the previous page and the data updates described
below. The scope of both analyses is total government-funded healthcare expenditure in England, as reported by the Department of Health and Social Care
(DHSC).

In our original analysis, we projected expenditure from the 2022/23 financial year based on the latest data sources at the time of analysis. For the analysis
presented here, we have updated our expenditure projection to start from the 2023/24 financial year based on the data sources below.

Component of projection Data source Approach

» Updated to 2023/24 net expenditure from operating activities in the core department and agencies.
DHSC Annual Report &

Total healthcare spending A2 » Actual 2023/24 expenditure was lower than projected in our previous report. This is largely explained by a reduction in
temporary costs related to the pandemic response, e.g. surveillance / detection programmes (discussed in appendix 3).

Proportions of total expenditure across settings and functions in the latest available full data (2022) were applied to
2023 preliminary data, which only reported the total.

Breakdown of spending by

setting (e.g. hospital care) and ONS UK Health

Accounts3

function (e.g. curative services) » This was further scaled to match latest DHSC total expenditure.
CP! inflation LCP internal modelling |* Financial market-based inflation expectations as at 31 January 2025.
tools * CPIl assumed to be 0.9% pa below RPI until 2030, and 0.1% pa below RPI thereafter.

» Updated baseline to 2023/24 data.

. o : o 4o : .
GDP and GDP deflator OBR Projections from 2024/25 used the latest published OBR projection (October 2024)* which covers up to and including

2029/30.

* We have used the OBR's latest long-term projection (published March 2024)5 for later years.

Pooulation by ade and sex ONS + Updated historical baseline to 2023/24 with latest published mid-2023 estimates®
P yag » Projected population sizes thereafter using latest ONS published 2022-based mid-year principal projections’.

Baseline activity by age, sex HES, ECDS, GP » Updated to 2023/24 HES data for inpatient® and outpatient® care, ECDS1° data for emergency care attendances, and
and treatment specialty Funding Formula the GP funding formulal! for primary care.
Baseline unit costs by age, sex » Updated to the 2023/24 National Cost Collection datal? for inpatient, outpatient, and emergency care unit costs; and the

NCC, PSSRU

and treatment specialty 2023 PSSRU report on unit costs of health and social carel3 for primary care unit costs.

Sources: 1. Projecting healthcare expenditure to 2033/34 - LCP; 2. DHSC annual reports and accounts - GOV.UK; 3. UK Health Accounts - Office for National Statistics; 4. Economic and fiscal outlook — October 2024 - Office for Budget Responsibility; 5. Economic and fiscal
outlook — March 2024 - Office for Budget Responsibility; 6. Estimates of the population for the UK, England, Wales, Scotland, and Northern Ireland - Office for National Statistics; 7. Population projections, England - Office for National Statistics; 8. Hospital Admitted Patient Care
Activity - NHS England Digital; 9. Hospital Outpatient Activity 2023-24 - NHS England Digital; 10. A&E Attendances and Emergency Admissions - NHS England; 11. Primary medical care - new workload formula for allocations to CCG areas - NHS England; 12. National Cost
Collection for the NHS - NHS England; 13. Unit Costs of Health and Social Care 2023 Manual - Kent Academic Repository



https://www.lcp.com/media/1150633/ippr_nhs_funding_scenarios.pdf
https://www.gov.uk/government/collections/dhsc-annual-reports-and-accounts
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthcaresystem/datasets/healthaccountsreferencetables
https://obr.uk/efo/economic-and-fiscal-outlook-october-2024/
https://obr.uk/efo/economic-and-fiscal-outlook-march-2024/
https://obr.uk/efo/economic-and-fiscal-outlook-march-2024/
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates/datasets/populationestimatesforukenglandandwalesscotlandandnorthernireland
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/datasets/z3zippedpopulationprojectionsdatafilesengland
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-admitted-patient-care-activity
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-admitted-patient-care-activity
https://digital.nhs.uk/data-and-information/publications/statistical/hospital-outpatient-activity/2023-24
https://www.england.nhs.uk/statistics/statistical-work-areas/ae-waiting-times-and-activity/
https://www.england.nhs.uk/wp-content/uploads/2016/04/5-primary-care-allctins-16-17.pdf
https://www.england.nhs.uk/costing-in-the-nhs/national-cost-collection/
https://www.england.nhs.uk/costing-in-the-nhs/national-cost-collection/
https://kar.kent.ac.uk/105685/
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stuart. mcdonald@Icp.uk.com andrew.pijper@Icp.uk.com godspower.oboli@Icp.uk.com

Our strategic mission:
We aim to lead the transition of health systems from importers of illness to exporters of health through realigning value between patients,
manufacturers of medicines and payers.

About Lane Clark & Peacock LLP

We are a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a registered trademark in the UK and in the EU. All partners are members of Lane Clark & Peacock LLP. A list of members’
names is available for inspection at 95 Wigmore Street, London, W1U 1DQ, the firm’s principal place of business and registered office.

Lane Clark & Peacock LLP is authorised and regulated by the Financial Conduct Authority and is licensed by the Institute and Faculty of Actuaries for a range of investment business activities.

© Lane Clark & Peacock LLP 2025

https://www.lcp.uk.com/emails-important-information contains important information about this communication from LCP, including limitations as to its use

The use of our work
This work has been produced by Lane Clark & Peacock LLP under the terms of our written agreement with the Institute of Public Policy Research ("Our Client").

This work is only appropriate for the purposes described and should not be used for anything else. It is subject to any stated limitations (eg regarding accuracy or completeness). Unless otherwise stated, it is confidential and is for your sole
use. You may not provide this work, in whole or in part, to anyone else without first obtaining our permission in writing. We accept no liability to anyone who is not Our Client.

If the purpose of this work is to assist you in supplying information to someone else and you acknowledge our assistance in your communication to that person, please make it clear that we accept no liability towards them.


https://www.lcp.uk.com/emails-important-information/
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Appendix 1: 2023 scenario results LCP

Average nominal growth | Average real growth rate

Scenario Adjustment(s) made Total costs in 2033/34
) (s) rate (total costs) (total costs)

Core (*repeating N/A 5.69% 3.64% £352bn

history™)

Morbidity: optimistic HLE improvements in line with 2000s 5.19% 3.15% £334bn

Morbidity: pessimistic Eggg;ﬁ'”g the gains In HLE of the 6.36% 4.30% £377bn
L Unit costs decrease by 0.5% pa in 0 o

Productivity hospital and GP settings 5.21% 3.17% £335bn

Combined morbidity HLE improvements in line with 2000s

(optimistic) + while unit costs also decrease by 0.5% 4.72% 2.68% £318bn

productivity pa

Deferred combined HLE improvements in line with 2000s

morbidity (optimistic) + starting after 5 years while unit costs 4.96% 2.92% £326bn

productivity (“reform”) also decrease by 0.5% pa

CPl inflation fixed at 3.8% pa from
High inflation September 2023 (average of curve in 6.17% 4.11% £370bn
core scenario: 3.3% pa)

CPI inflation fixed at 2.0% pa from
Low inflation September 2023 (average of curve in 4.73% 2.69% £318bn
care scenario: 3.3% pa)

Zero productivity
growth (“post-pandemic | Unit costs grow in line with CPI 8.17% 4.11% £370bn
new normal”)

Source: IPPR_NHS Funding_Scenarios



https://www.lcp.com/media/1150633/ippr_nhs_funding_scenarios.pdf
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Appendix 2: Scenario 2 data and projections

powering
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LCP

The table below sets out the 2021-23 ONS HLE data® we have used for our projections in Scenario 2b and Scenario 2c. The gap between the
England average and the South East in 2021-23 is 2.3 years, leading to a projected national HLE improvement from 2022 to 2034 of 1.1 years in

scenario 2b. In scenario 2c, the projected national HLE improvement
2.0 years higher in 2018-20 than in 2021-23.

over this period is 2.1 years, reflecting the fact that HLE in the South East was

This compares with a national HLE improvement of 5.6 years over the same period under Scenario 2a, in which we have replicated the rate of HLE

growth from the 2000s. This is illustrated in the chart below.
HLE by region in 2021-23

Improvements in Healthy Life Expectancy by Scenario

Source: 1. Healthy life expectancy in England and Wales - Office for National Statistics, December 2024

70
Area Males Females Average North East
68 North West
North East 56.9 57.5 57.2 > -
2 - Yorkshire and the Humber
North West 59.1 59.9 59.5 S 66 - ama
Yorkshi d th s - East Midlands
. SEE el el 2 64 == . West Midlands
(i e —_—
East Midlands 60.4 60.2 60.3 Q _ - R :‘_—: - em = o= = East of England
_ 562 el ==
West Midlands 60.3 60.0 60.2 > London
East 62.9 63.2 63.1 % 60 South East
London 63.9 64.0 64.0 I 58 South West
South East 63.5 64.4 64.0 == = England average (Scenario 2b)
56 .
South West 63.0 62.9 63.0 Q{ﬂ/ Q‘f}’ Q‘l,b‘ Q‘ﬁ’ qu) Qq,/\ Q’l‘,b 619 Q‘bQ Q‘b\ be“’ Q(b(b Q‘bb‘ == = Scenario 2a
England 61.5 61.9 61.7 vy Y Y Y Y Y Yo Y VY v — — Scenario 2¢
Year


https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/bulletins/healthstatelifeexpectanciesuk/between2011to2013and2021to2023

° ° ° ° +
Appendix 3: Pandemic impact on healthcare spending LCP:=a

£83bn Total: £32.8bn
—

£30bn

% m Preparing for disaster and emergency response
programmes
© £25bn
% Epidemiological surveillance and risk and disease
> control programmes
GE)_ £20bn Total: £18.8bn
S m Healthy condition monitoring programmes
-c .
g £15bn Total: £14.3bn
2 ® Early disease detection programmes
<
2 £10bn o
Total: £8.0bn = Immunisation programmes
£5bn , . .
= Information, education and counselling programmes
2019 2020 2021 2022

* Preventive healthcare spending surged during the pandemic, generally peaking in 2021 across epidemiological surveillance, early disease detection,
immunisation, and emergency preparedness? - both in absolute terms and as a proportion of total preventive care expenditure.

* In 2022, spending declined as COVID-19 measures were scaled down, possibly explaining the lower actual total healthcare costs than projected in our 2023 report.
The split of 2023 expenditure is not available, but we would expect it to show a similar pattern.

12 Source: 1. UK Health Accounts - Office for National Statistics



https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthcaresystem/datasets/healthaccountsreferencetables
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