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Warning: the cost of Brexit could seriously damage
your health service

Leaving the EU would free up more money for the NHS, according to Leave campaigners. This
pledge has been all but disowned — and in any case, writes Joan Costa Font (LSE), Brexit will
impose further costs on an already cash-strapped service. The biggest effect will be on

wage bills, but it will also restrict choice for Britons and raise procurement costs.

I
TR Healthcare and the National Health Service (NHS) budget were a key element of the Brexit
referendum narrative: Vote Leave infamously promised that savings from paying into the EU
budget could be spent on health, a pledge from which campaigners have since disassociated themselves.
Indeed, the NHS is unlikely to benefit from Brexit — very much the contrary. Indeed, Brexit weakens the financial
sustainability of the NHS.

According to estimates from the King’s Fund, in 2015-16 the NHS had the largest deficit in its history. NHS
funding has been unable to keep pace with a growing demand for services. These financial constrains come at a

time of staff shortages in most British hospitals, which have had to rely, as is common practice, on private
temporary contract agencies and, more generally, on private providers who already make up 18 per cent of the
NHS spend on community health services.
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Leaving the European Union in such a context creates a conundrum for English hospitals. How can they square
their need for cost savings with maintaining quality? Better-quality services inevitably mean extra resources,
which are not available without extra funding. So Brexit raises questions about the financial sustainability of an
unreformed NHS — that is, an NHS without additional money. Leaving the EU will lead to significant restrictions on
labour mobility, which can shift labour costs upwards — for example, higher wages will be required to incentivise a
declining medical workforce, and more vacancies might need to be covered by temporary staff. In addition,

we can expect higher transaction costs for intermediary goods. Brexit is estimated to lead to a reduction of 6.3—

9.5 per cent of national income which will mean even less revenues to fund the NHS.

Effect on the workforce
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The problem is even more alarming when one looks

MMMMMMQ@MMMM
at the GP workforce. A recent report of the Royal College of Physicians suggests that, in 2016, 86 per cent of
physicians experienced shortages across clinical teams.

Reducing EU immigration would increase wages on both ends of the wage distribution. In such a scenario, the
options available include incentivising EU immigration or expanding health and social care spending in an attempt
to transform it into a higher-wage sector, with the aim to increase its productivity. Therefore, the trade-off is
between saving NHS funds by hiring health professionals from overseas, or expanding health investment further
to incentivise local recruits (with some delay as they are trained).

Brexit may offer an opportunity to get rid of the contentious European Working Time Directive (WTD) which limits
the maximum amount of time that employees in any sector can work to 48 hours each week. In turn,

raising working time limits is likely to cause a deterioration in the quality of NHS employment and make working
for the NHS less attractive.

Effects on patients

The balance of payments associated with free patient mobility seems to have traditionally benefited the UK, given
that British expats (who stop using the NHS) tend, overall, to be older than EU residents in the UK — who are on
average younger, healthier and more highly skilled. After Brexit, UK citizens are unlikely to have the right to travel
to the EU for treatment and therefore will enjoy less control over their healthcare. Furthermore, British tourists
might be excluded from the European Health Insurance Card (EHIC) programme. The only advantage, from a
welfare perspective, of restricting mobility is that discouraging it reduces competition between health systems.
Hence it could be argued that mobility deters a ‘race to the bottom’ in healthcare investment.

Brexit almost certainly means higher costs for the NHS, especially labour, as | argue in more detail in a recent
article in the Journal of Sacial Policy. As a consequence of Brexit, it will become more difficult to attract qualified
staff and other inputs affected by non-tariff barriers (e.g. rules of origin checks, regulatory barriers, border controls
etc.), and procurement will become more expensive. Certainty, Brexit does bring some opportunities too —
including the possibility of redefining the NHS in new directions. Nonetheless, it takes place in the midst of a
process of fiscal consolidation (leading to longer waiting lists, waiting times etc) and will create additional and
unnecessary financial pressures.

This post represents the views of the author and not those of the Brexit blog, nor the LSE.

Joan Costa Font is an Associate Professor (Reader) at the LSE in the Department of Health Policy and

the European Institute, and an associate faculty of LSE Health and Social Care and the International Inequalities
Institute.
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