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Making NHS Hospitals compete does not save money 
 
The LSE paper Does Competition Improve Public Hospitals’ Efficiency? 

Evidence from a Quasi-Experiment in the English National Health Service 

http://cep.lse.ac.uk/_new/publications/abstract.asp?index=4010 was heralded on 

the FT’s front page 20 February as “making NHS hospitals compete saves money, 

patient study finds” and was seen as bolstering “contentious moves to stimulate 

competition in the health service” at a time when the PM was defending the NHS 

Bill to selected NHS leaders. The paper therefore requires proper scrutiny. 

 

Having reviewed the earlier debate prompted by the LSE paper “Does Hospital 

Competition Save Lives? Evidence from The English NHS Patient Choice 

Reforms” I am aware that in a no-holds-barred battle for hearts and minds, this 

paper is the next volley. But does it do what it says it does? 

 

In what way does this paper uncover truths not apparent to the team at the OHE 

http://news.ohe.org/2012/01/31/new-report-competition-can-help-the-nhs-

%E2%80%93-but-proceed-with-care/ who concluded: it is impossible to measure 

directly the degree of competition taking place in a market; and, how greater or 

lesser degrees of competition for hospital services might lead to actions or 

changed behaviours by managers and clinicians of hospitals such that quality 

would be affected is largely a “black box”. 

 

The LSE paper use proxies for competition and speculates on the actions and 

motivations of NHS managers. But are these speculations realistic? And even if 

they were, should politically sensitive claims be based on mere speculation? The 

authors argue closer proximity of a greater number of hospitals to a GP practice 

indicates the patients of that GP are receiving their care in a more competitive 

environment. They go on to assert that this competition affects the behaviour of a 

range of managers and clinical staff, though not directly incentivised, to respond 

in a competitive manner. The result is clinicians and managers find ways to 

reduce length of stay in hospital. 

 
There are a lot of steps in this tale of how the system has to work to justify the 

authors’ conclusions and none are credible. Competition is not a description 

universally recognised for a situation where patients are queuing to receive 

treatment and all the commissioning pressure is to do less activity not more. This 

is cost pressure not competition and is likely to be independent of geography. The 

OHE report on Competition in the NHS (p23) did not identify significant 

competitive behaviour:  

“…such qualitative studies as have so far been reported, based on 

interviews with managers of health care provider organisations, have 

found only patchy evidence of deliberate competitive activity by 
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NHS hospital trusts in England …(see Brereton and Gubb (2010), 

Dixon et al. (2010) and Sussex and Farrar (2009))”.  

 

Summarising the empirical evidence on the extent to which NHS patients actively 

make use of the opportunity to choose, Dixon and Robertson (2011) conclude,  

“… the extent of active choice by patients, and hence its impact, has 

been limited; that hospital providers did not perceive significant changes 

in their markets as a result of the introduction of patient choice; but that 

patient choice, or the threat of it, may stimulate providers to improve 

services in order to enhance their overall reputations”.  

 

The authors should test whether there are correlations between reductions in 

length of stay and the existence of historic debts and deficits, PFI developments 

and the existence of high bed occupancy. Cost pressures not competition may be 

driving performance but of course no one can be sure. Except the authors that is. 

For them proximity to other hospitals is all. The curious aspect of this assertion is 

that with more and more hospitals merging, their finding predicts a slowing of 

reductions in LOS. The authors speculate on the impact of any willing provider 

from 2008 onwards and posit the private sector may have cherry-picked patients 

and dumped more complex cases on the NHS. But if cherry-picking by the private 

sector existed post-2008, and the authors admit their data are not good enough to 

pick this up, then perhaps inadequate data accounts for all their results. 

 

Finally I question the interpretation of the implications of the results whether 

these are true or not. The paper states the geographical distribution of hospitals is 

a historic fact not easily remedied. What then is the NHS supposed to do? Should 

it close hospitals to achieve savings and thus decrease competition; should it 

merge hospitals to achieve savings and thus decrease competition; or should it 

open more hospitals in less geographically dense areas to increase competition? 

The paper does not help in making what are real-life decisions in any of these 

areas because it assumes something that isn’t true.  

 

The conclusion promoted by the authors that competition could bring big benefits 

to a cash-strapped NHS is laughable if not for the fact that some people will take 

them seriously. The authors are to be commended for assembling their model. But 

this should be used to test factors beyond just notional competition. As for 

whether the associations they show really describe what has been going on or 

merely hide a number of drivers less likely to be found in geographically remote 

areas, that question remains unanswered. Because it wasn’t really asked. 

 

Until a better explanation emerges for how and whether competition works in 

practice, there are more plausible explanations for recent performance 

improvements. The fact that the NHS is pursuing anti-competitive policies to save 

money is indicative of how NHS managers see the world. I’m sure others will 

respond to Cooper and his fellow authors’ exaggerated claims for scientific 

validity despite having these discredited earlier. But if this is all there is to support 

the credibility of the Government’s NHS pro-competition policy then it surely is 

time for plan B.  

 


