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The whole health and care system activity and financial model
• The purpose of activity and financial modelling is to illustrate the potential impact, under different
scenarios, of introducing new models of care on the use and costs of publically funded health and social
care. The model:
• Provides a taxpayer view of the costs of provision compared to allocations received by commissioners;
• Provides a health and social care commissioner ‘view’ of the impact of new care models on the
quantity of activity commissioners need to commission and the costs to commissioners, of this
activity;
• Provides a provider ‘view’ of the impact of new care models on the quantity of activity each main
provider is expected to deliver and the associated impact on provider capacity and finances.
• The model covers all services within the ‘system’ – the definition of the ‘system’ used by the NEH&F
vanguard is all health & social care services commissioned by the CCG, NHSE and county councils for people
registered with NEH&F GPs. Previous versions of the model have been extended to include housing and
other related local authority services.
• The model allows the user to run a ‘do nothing’ counterfactual base case which shows the impact:
• Of demographic change, new housing & other growth factors on activity and commissioner costs;
• Of inflation and marginal cost changes on the costs of provision;
to determine the size of the financial challenge facing the system over the next 5 and 10 years.

The whole health and care system activity and financial model (2)
• The financial gap is shown divided between the ‘commissioner gap’ (QIPP) and the ‘provider gap’ (CIP),
although we emphasise the ‘taxpayer gap’.
• Scenarios can then be run to show the potential for new models of care (and other savings schemes) to
close the gap. Key to these scenarios is:
• Firstly understanding the potential for new models of care to shift activity to new settings of care e.g.
expressing scenarios in terms of activity reduced – this is done by a combination of benchmarking,
review of the evidence base and engagement with local clinicians (assumptions are linked to logic
models);

• Secondly understanding what new activity is needed to achieve the shift – this is done by asking the
question, “what substitute activity is required for each bed day/ A&E attendance etc, no longer
provided?”
• There is no limit to the number of scenarios that can be run, but we recommend three (best case, worst
case and most likely case).
• The model can be linked to more detailed workforce and capacity models, and is designed to be used to
underpin commissioner and providers operational and strategic planning for 2016/17 onwards.

The model summarises the financial gap split between the:
•

‘taxpayers’ view’ of the gap based on the combination of commissioner allocations (income to the NHS
from the taxpayer) and the costs of providing health & care;

•

‘commissioners’ view’ of the gap based on commissioner allocations and predicted future costs to
commissioners based on PbR and other contracts;

•

‘providers’ view’ of the gap based on provider income (commissioner’ costs) and the estimated future
actual costs of providing health and care.

•

The model summarises historic and forecast future activity, income and costs by service line (as defined by
users);

•

The working assumption is that any activity recorded can be included in the model, but we apply common
sense to the level of detail used;

•

Future projections are based on demographic growth, housing growth, ‘other’ growth, tariff and cost
inflation, and marginal costs all applied at HRG or service line level to provide a ‘do nothing’ counterfactual
forecast;

•

Scenarios are user defined and are run against the baseline ‘do nothing’ scenario.

•

Scenarios are based on either changes in care settings (via changes to admission rates and LOS) or
efficiency (e.g. new to follow-up ratios);

•

These are applied at a level defined by the user – in this case by population segment (based on age band
and the number of LTCs) & by locality;

•

Admission avoidance assumptions can be based on avoiding ‘average LoS’ admissions or the shortest LoS
admissions first.

•

Where activity is avoided (occupied bed days in this example), the model considers what new activity type
substitutes for the avoided activity;

•

In this example 17,560 avoided OBDs are replaced by 10,642 district nurse contacts;

•

All assumptions should be agree by users and relevant clinicians, and draw on logic models.

What makes the model different?
We are not claiming that whole system modelling is unique, but our approach has a number of features which
combine to differentiate it:
1.

The emphasis above all on the taxpayer view of financials which is entirely consistent with the national
push for whole system sustainability;

2.

The recognition of that providers will be left with stranded costs in the short to medium-term;

3.

The emphasis placed on the marginal costs of the substitute services/ additional capacity required as
treatment settings shift;

4.

The inclusion of 100% of taxpayer spend really emphasises the point that financial sustainability will not
be achieved by just focusing on acute (in one example acute spend totals just 38% of total spend across
health & social care, so clearly acute can never deliver 100% of the efficiencies needed)

5.

The ‘sensible’ level of detail model e.g. a pragmatic mix of HRG level data where possible and
assumptions applied to activity flows at a more summary level, and a recognition that modelling the
minutia of PR tariffs is ‘missing the point’;

6.

The degree to which customers can make choices about model parameters and features such as scope,
marginal costs, activity shifts, services interdependencies etc.

