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UK HEALTHCARE SOLUTIONS: 

Modelling transformational change 
in the NHS local health economy

There is no “one-size-fi ts-all” lHe defi nition for modelling transformational 
change. The appropriate lHe to model will depend on how healthcare is 
delivered and the objectives that transformational change is designed to 
address. The lHe in any particular situation refers to the linkages between a 
population with healthcare needs, providers positioned to meet those needs 
(primary and acute healthcare, social care, and mental and behavioural health), 
and one or more funders of care delivery (CCgs, nHSe, local authorities, 
each with different commissioning geographies and remits). nHS england 
has defi ned 44 STPs (Sustainability and Transformation Plan) geographic 
“footprints” for place-based, multi-year plans that will drive sustainable 
transformation in health and care outcomes between 2016 and 2021. The nHS, 
however, recognises that these 44 STP boundaries will not be appropriate 
for all transformational planning in that appropriate lHe plans will need to sit 
above and below STPs to deliver transformational healthcare.  For lHes to 
maximise their healthcare delivery within a defi ned budget, it is paramount that 
healthcare decisions are supported by detailed underlying economic analysis 
around cohorts, diseases and costs.

Following the consensus achieved by the Five Year Forward View and 
the “front-loaded” Spending Review settlement, 2017 has emerged as 
a critical year for the NHS to achieve scale and pace in redesign.

new models of care and organisational forms are required to meet the fi nancial and clinical challenges 
facing our health sector. The sector has been challenged to think beyond individual hospitals and CCgs, 
and local health economy (lHe) modelling is one key step to facilitating meaningful progress.

As the NHS continues its 
move forward with more 
integrated care models 
involving across service 
providers, the ability to 
empirically model potential 
options and outcomes is 
more crucial than ever.
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Challenges to modelling 
healthcare 
at FTI Consulting, our professional experts have experience 
in economic and financial modelling across a wide range of 
sectors. The healthcare sector has certain characteristics which 
render it especially challenging. Healthcare is dynamic with 
many uncertainties. external uncertainties and associated risks, 
e.g., new policies, procedures, and directives, can be imposed on 
short notice with relatively short timeframes for implementation. 
Moreover, a population’s or individual’s health status is a 
function of many factors—health behaviours, clinical care, social 
and economic characteristics, physical environment—all of 
which carry uncertainty and associated health risks.

Moving strategically from the traditional delivery of health 
services to proactively promoting the maintenance and 
optimisation of long term health should be based on the most 
informed understanding of the local healthcare economy-
-what the lHe looks like currently, how it is likely to change 
going forward; its patients’ needs today and over the long run; 
the levers (and associated incentive structures) that can be 
used to reduce the demand over time for healthcare services 
among the population served; the options to supply healthcare 
resources to the lHe more efficiently; the potential effects 
of exogenous changes that might realistically occur in the 
marketplace; and the clinical and financial viability of providers 
responsible for delivering healthcare. 

an economic model of the lHe can inform decision makers 
by empirically assessing different options and associated 
uncertainties and risks, taking specific account of 
changing demographics, epidemiology, technology, patient 
expectations, clinical standards, and the need to deliver 
improved access and outcomes at better value for money. 

FTI’s approach to modelling 
transformational change in an LHE
FTI uses a module empirical approach to modelling 
transformational change within a local health economy to 
answer lHe questions, such as:

1.  How will population changes (in both patient and 
provider groups) affect healthcare demand and 
resources needed to meet that demand in the future? 

2.  Which population health management efforts will 
have the greatest effect in reducing healthcare 
inequalities in my area?

3.  What effect will investing in particular healthcare 
interventions or therapies have on the needs of 
patients with specific chronic conditions?

4.  What is the most effective approach in moving from 
fee-for-service to value/risk-based contracting 
scheme? What impact will this have on the clinical 
and financial viability of affected providers?

5.  What payment schemes will incentivise providers 
to actively engage in solutions that will modify the 
present trajectories of disease/conditions  
to lower hospital admissions, readmissions and  
a&e episodes?

FTI’s modular approach to modelling the demand and supply 
of healthcare transformational reform provides an ideal 
method for answering these and similar questions posed by 
regulatory authorities and providers.

FTI Healthcare Transformational Reform Model
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FTI’s unique approach can explicitly take into account the 
uncertainties inherent in projecting the results of programmes 
designed to change the trajectory of diseases/conditions 
within a lHe, implement outcomes-based or risk-based 
payment schemes, and restructuring the funding and delivery 
of care across more appropriate care settings, taking into 
account the current funding constraints and push towards 
balance sheet funding.

FTI’s lHe financial module, for example, enables a regulator 
or provider to empirically determine the financial impact of 

a reduction or increase in a particular service line, such as 
a&e, and its associated effect across provider operations, and 
to assess simultaneously the effect of different situations/
alternatives on both providers and commissioners.

as the nHS continues its move forward with more integrated 
care models involving across service providers, the ability 
to empirically model potential options and outcomes is 
more crucial than ever, and using an integrated healthcare 
transformation reform modelling is a vital part of the toolkit. 

Conceptual Map – Acute Services Model Description

Liverpool CCG—Reconfiguration 
of Women’s Services
FTI Consulting was commissioned by liverpool CCg 
to provide economic modelling support as part of the 
Healthy liverpool Programme. We developed an integrated 
economic model of a local health economy, to aid decision-
making and to act as a central tool for understanding and 
articulating the key factors affecting both liverpool CCg 
expenditure and provider finances over a 10-year forecast 
period (including, in particular, changes in the pattern of 
demand). The model consisted of five primary models—
demand model, provider cost model, CCg impact model, 
acute service line reconfiguration model, and financial 
viability and affordability model.

West Essex CCG—Capitated 
Payment Model
development of a capitated payment model for frail and 
elderly: FTI helped the West essex health economy to 
build consensus around the most appropriate contract 
structure, including the incentives and risks created by 
various payment options, the appropriate approach to 
setting the price of the contract and adjusting it over time, 
and the impact of different mechanisms to link payment 
to the achievement of desired outcomes for patients. This 
was supported by financial modelling of the commissioner 
health and social care spend on the over 65 population.
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• admissions avoidance
• national tariff efficiency factor
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About FTI Consulting
FTI Consulting is an independent global business advisory firm dedicated to helping organisations manage change, 
mitigate risk and resolve disputes: financial, legal, operational, political & regulatory, reputational and transactional. 
FTI Consulting professionals, located in all major business centres throughout the world, work closely with clients to 
anticipate, illuminate and overcome complex business challenges and opportunities.
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