
 

Health and social care funding: policy solutions to the health and 
social care funding crisis 
 

Executive summary 

There is growing agreement about the need for more funding for the English health 
and social care system. The Chief Executive of NHS England, Simon Stevens, has said 
real-term NHS funding will fall in 2017/18 and that this will place the health service under 
great strain.1 A number of MPs are publicly calling for increases to NHS funding. This 
includes Conservative MP, Sarah Wollaston, Chair of the influential Health Select 
Committee.2 Expert think tanks including The King’s Fund and Nuffield Trust have argued 
that demand is outstripping funding too.3, 4 

  
The next two months are likely to see this concern grow. The decisions made in the 
Spring Budget come after a well-publicised winter crisis in the NHS. At the end of the 
third financial quarter, NHS trusts in England have already posted a deficit of £300m more 
than the target deficit for the entire financial year.5 The decisions also precede the 
implementation of Sustainability and Transformation Plans (STPs) and their raft of 
proposed service changes and consolidations. STPs mark the first time in the history of 
the health service that major change is being asked during a sustained financial squeeze. 
  
The scale of the funding needed to achieve a sustainable health and social care service is 
large. One recent estimate found that the Government would have to increase health funding 
by £21bn a year by 2020/21 to meet the OECD (excluding America) average, or by £43bn a 
year to meet the average of similar European countries.6 

  
Nevertheless, smaller sums of money have the potential to make a significant 
difference to the performance of frontline services and the quality of treatment 
patients receive. For example, the Prime Minister’s recent mental health policy 
announcement was backed with £80m of additional funding, and the Cancer Drugs Fund has 
a budget of £340m.7, 8 

  
This paper summarises a number of policy solutions and funding options available to 
Philip Hammond and Theresa May to increase the budget for health and social care. It 
does not discuss solutions that would directly involve increasing Government borrowing 
because this seems an unlikely prospect in the current political climate. However, the policy 
solutions discussed in this paper challenge three other assumptions made by the 
Government: 
 

1)    There is no possibility of reallocating current Government funding to increase the 
budget available to health and social care 

2)    The existing ‘envelope’ of funding is unchanging and unaffected by political decisions 
3)    There is no possibility or public appetite for increases in taxation to pay for health and 

social care 
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In other words, although the Government may not currently have the political will to 
enact them, there are realistic options available to increase funding to health and 
social care without increasing the deficit. 
  
Summary of policy solutions: 

Policy Revenue raising potential 

Reverse rises in personal income tax allowance £77.5bn from 2017/18 – 2020/21 

Reverse decisions to freeze rises in fuel duty £33bn from 2017/18 – 2020/21 

Reverse decisions to cut corporation tax rate £35.1bn from 2017/18 – 2020/21 

Reverse increase in the employer NIC threshold 

and increases in the NICE employment allowance 

£27.9bn from 2017/18 – 2020/21 

Reverse rise in the inheritance tax threshold £2.6bn from 2017/18 – 2020/21 

Reverse the reduction in the bank levy £3.7bn from 2017/18 – 2020/21 

Reverse specific changes to business rates £5.5bn from 2017/18 – 2020/21 

Reverse increase in higher rate income tax 

threshold 

£4.3bn from 2017/18 – 2020/21 

Increase income tax by 1p £15.7bn from 2017/18 – 2019/20 

Increase income tax by 2p £31.3bn from 2017/18 – 2019/20 

Increase income tax by 5p £78.3bn from 2017/18 – 2019/20 

Increase national insurance contributions by 1 

percentage point 

£30.9bn from 2017/18 – 2019/20 

Increase national insurance contributions by 2 

percentage points 

£61.8bn from 2017/18 – 2019/20 

Increase national insurance contributions by 5 

percentage points 

£154.6bn from 2017/18 – 2019/20 

Increase VAT rate by 1 percentage point £19bn from 2017/18 – 2020/21 

Increase VAT rate by 3 percentage points £37.8bn from 2017/18 – 2020/21 

Increase VAT rate by 5 percentage points £94.6bn from 2017/18 – 2019/20 
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Increase duty on beers and ciders, wine and spirits 

by 1 percent 

£0.28bn from 2017/18 – 2019/20 

Increase duty on beers and ciders, wine and spirits 

by 2 percent 

£0.56bn from 2017/18 – 2019/20 

Increase duty on beers and ciders, wine and spirits 

by 5 percent 

£1.40bn from 2017/18 – 2019/20 

Exempt NHS hospitals from business rate rises £0.322bn from 2017/18 – 2022/23 

Exempt NHS hospitals from all business rates £0.699bn from 2017/18 – 2022/23 

Increase the cost of NHS prescriptions £0.134bn from 2017/18 – 2019/20 

Introduce a minimum unit price for alcohol Savings of £0.5bn annually 

Abolish the purchaser provider split Savings of £4.5bn annually 

Introduce a Financial Transaction Tax £8.4bn annually 

Ring fence revenue recovered from tax avoidance £5bn in 2015/16 

Increase the rate of stamp duty charged to foreign 

buyers 

£3.3bn from 2015/16 – 2020/21 

Charge a ‘penalty’ council tax on empty properties £1.3bn from 2015/16 – 2020/21 

Decrease landlord tax relief for ‘wear and tear’ 

repairs 

£1.5bn from 2015/16 – 2020/21 

Remove free TV licences for pensioners 0.63bn in 2016/17 

Means test the pensioner winter fuel allowance 1.5bn in 2016/17 

Remove the pensions triple lock and adjust 

pensions so that they reflect changes to earnings 

since 2010 

£4.5bn in 2016/17 

Cancel the HS2 infrastructure project £42.6bn over the next 20 years 

  
 

 

3 
 



 

Introduction 

This paper was crowdfunded by thousands of 38 Degrees members. Its primary aim is to 
highlight that there are realistic, costed policy solutions to increase health and social care 
funding. Its aim is not to endorse a single specific solution. 

38 Degrees is a campaign group with millions of members across the UK. We believe that 
democracy works best when more people are involved, and exist to bring people together to 
campaign on the issues they care about, such as the NHS. 38 Degrees members are calling 
on the Government to increase funding for health and social care. There is growing concern 
across the health service, political spectrum and general public that health and social care 
services are in crisis and need additional funding to cope. 

This paper highlights some of the possible solutions to the crisis in NHS and social care 
funding. It aims to equip politicians and the public with ideas to discuss and take forward. It 
sets out a number of policy solutions for increasing funding for frontline NHS services, 
including reversing tax cuts, increasing the rates of existing taxes, introducing new policies 
and reallocating funding from current ‘big ticket’ Government spending projects. 
  
There are lots of options available to create a sustainably funded health and social care 
service. 38 Degrees argues that it is in the interests of the Government to find and secure 
the funding needed to both ease the short-term current crisis and secure the long-term future 
of the health and social care system.  
  
This makes political sense for three main reasons. 
  
Firstly, with the Government trying to navigate the deeply divisive Brexit process there is 
potentially little political capital left to weather a spiralling public, political and media storm on 
health care. 
  
Secondly, the Government has a very slim majority and a number of Conservative MPs are 
already calling for more health and social care funding in one form or another. This is both in 
response to proposed local cuts and closures as part of Sustainability and Transformation 
Plans, and as a result of concerns for the national funding picture. The debate is starting to 
shift from ‘there isn’t enough money’ to ‘how can we find it?’. 
  
Thirdly, a number of the most dramatic service cuts fall in Conservative-held marginal 
constituencies, for example the possible closure of Kingston Hospital’s A&E in the 
Conservative/ Liberal Democrat marginal of Kingston & Surbiton, and that Bedford Hospital 
in the Conservative / Labour marginal of Bedford may lose emergency surgery and some 
maternity services.9 
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38 Degrees members are currently being surveyed on their preferred policies to inform the 
debate. There is also public polling expected back W/C 27th February 2017. This will 
inform a second edition of the paper expected W/C 6th March 2017. 
 
Preliminary results of surveying 38 Degrees members indicate these policies are some of 
the most popular: 
 
Increase stamp duty for foreign buyers - the tax people pay when they buy property 
Exempt the NHS from paying taxes to use property - otherwise known as business rates 
Cancel HS2, the new high speed rail project, and spend the money on the NHS  
Change the rules so people who keep houses empty have to pay more council tax 
Reverse cuts to the tax banks pay on their debts 
 
25,000 38 Degrees members have taken part so far, but we are expecting around 200,000 
to take part in total so please treat these results as an initial indication which could 
change. 

  
38 Degrees members believe in an NHS that’s free at the point of use, as the mark of a 
society that doesn’t provide care on the basis of personal wealth. Therefore, this paper does 
not discuss options which involve introducing fees to access NHS services that are currently 
free at the point of use, or any solutions that restrict access to services or otherwise result in 
care being rationed. 

 

[1] Simon Stevens appearing at the Public Accounts Committee ,  January 2017 (accessed 22 February 2017) 
[2] BBC, NHS funds need urgent boost, says MPs ,  October 2016 (accessed 22 February 2017) 
[3] The King’s Fund, Demand for hospital services outstripping NHS funding , December 2016 (accessed 22 
February 2017) 
[4] The Nuffield Trust, Feeling the crunch: NHS finances to 2020 , October 2016 (accessed 22 February 2017) 
[5] The Guardian, NHS trusts post ‘unsustainable’ £866m third-quarter deficit ,  February 2017 (accessed 22 
February 2017) 
[6] The King’s Fund, How does NHS spending compare with health spending internationally? , January 2016 
(accessed 2 February 2017) 
[7] The Health Service Journal, Prime minister reveals new mental health commitments , January 2017 (accessed 
22 February 2017) 
[8] NHS England, Cancer Drugs Fund , July 2016 (accessed 22 February 2017) 
[9] The Health Service Journal, Revealed 24 A&Es could be closed or downgraded , February 2017 (accessed 22 
February 2017) 
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https://www.hsj.co.uk/sectors/mental-health/prime-minister-reveals-new-mental-health-commitments/7014649.article
https://www.england.nhs.uk/cancer/cdf/
https://www.england.nhs.uk/cancer/cdf/
https://www.hsj.co.uk/sectors/acute-care/revealed-24-aes-could-be-closed-or-downgraded/7015378.article
https://www.hsj.co.uk/sectors/acute-care/revealed-24-aes-could-be-closed-or-downgraded/7015378.article


 

Taxation reform to fund the NHS 
 
Introduction 
 
The NHS is currently funded through general taxation. An increase in the amount of money 
collected by the Government in taxation (revenue) would provide the simplest way of raising 
significant levels of funding which could be used to support health and social care services. 
This could be achieved through two means: reversing policies that have reduced taxes since 
2010 or increasing current levels of taxation.  
 
Many of the recent discussions around NHS funding have called for a dedicated, or 
hypothecated, tax for the NHS. Recent examples include the Liberal Democrats call for a 1p 
rise in income tax,  the former head of the civil service Lord Kerslake’s call for a 3p rise,  

1 2

and ex-Conservative health minister Dan Poulter’s call for a dedicated tax to fund health and 
care.   
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Whilst discussion of hypothecated taxes is regularly used to draw attention to an issue (such 
as health and social care funding), hypothecated taxes are not materially different from 
general taxation in the way they raise money or the amount raised – a 1p increase in the 
basic rate of income tax will raise the same amount for the Treasury whether or not it is 
earmarked for use on health and social care.  
 
For simplicity’s sake it has been assumed that all changes to taxation below are, in effect, 
hypothecated taxes dedicated to increased health and social care funding. Even without 
direct hypothecation, any tax increase would need to be justified on the basis of providing for 
greater investment in the NHS (effectively ‘soft’ hypothecation). 
 
It is also worth highlighting that the tax changes below will, in some cases, be overlapping – 
reversing a decision to freeze increases in fuel duty and increasing fuel duty are materially 
the same thing, even though one is categorised as reversing a tax cut and the other as a tax 
increase.  
 
The impact of tax cuts since 2010: Policy summary 
 
Policy Revenue raising potential 
Reverse rises in personal income tax allowance £77.5bn from 2017/18 – 2020/21 
Reverse decisions to freeze rises in fuel duty £33bn from 2017/18 – 2020/21 
Reverse decisions to cut the corporation tax rate £35.1bn from 2017/18 – 2020/21 
Reverse increase in the employer NIC threshold and 
increases in the NIC employment allowance 

£27.9bn from 2017/18 – 2020/21 

Reverse the rise in the inheritance tax threshold £2.6bn from 2017/18 – 2020/21 
Reverse the reduction in the bank levy £3.7bn from 2017/18 – 2020/21 
Reverse specific changes to business rates £5.5bn from 2017/18 – 2020/21 
Reverse the increase higher rate income tax threshold £4.3bn from 2017/18 – 2020/21 

1 The Guardian, Lib Dems poised to back dedicated tax to help rescue NHS ,  September 2016 (accessed 2 
February 2017) 
2 The Guardian, Income tax must rise 3p to stop NHS ‘staggering from year to year’ ,  February 2016 (accessed 2 
February 2017) 
3 BBC, New Tax needed to fund NHS and care, says ex-minister , August 2016 (accessed 22 February 2017) 
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The impact of tax cuts since 2010 
 
As noted, one of the possible mechanisms for generating new revenue to fund the NHS is to 
reverse some of the taxation policies made by the Coalition and Conservative Governments 
since 2010 that have directly reduced the “envelope” of funding available to the Government.  
 
It is important to emphasise that these policies are political decisions. The NHS is funded 
through general taxation, meaning that reductions in the tax take will directly affect the 
amount of money available for healthcare.  
 
Tax cuts introduced by the Coalition Government are still having major impacts on the 
Government’s revenue. The OBR calculates the impact of these tax cuts against the 
baseline assumption of the pre-existing policy. For example, in calculating the cumulative 
impact of cuts to corporation tax, the baseline is the 28% corporation tax rate that was in 
place from 2008 – 2010.  
 
Over the 2017/18 – 2020/21 period, the largest cost to the Exchequer will be the cumulative 
impact of increases to the personal tax allowance since 2010, costing nearly £20bn annually 
by the end of the Parliament. The biggest earner will be the 2011 increase in the rate of VAT 
to 20%, netting the exchequer over £60bn across the period.  
 
Specific tax cuts have been highlighted, either because of their impact to the Exchequer or 
their potential interest to 38 Degrees members. The full itemised list of how different policies 
impact the Exchequer is available from the OBR website and is included as Annex 1.   
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Figure 1 shows the impact to the Exchequer of cumulative freezes in fuel duty, rises in the 
personal income tax allowance, decreases in the rate of corporation tax and changes to 
national insurance contributions. By 2020/21 the cumulative impact of these tax cuts will be 
over £45bn a year to the Exchequer. Reversing these tax cuts would increase Government 
revenue by enough to increase health and social care spending as a proportion of GDP to 
more than the EU15 average. 

 

4 The Office for Budget Responsibility, Policy measures database ,  December 2016 (accessed 26 January 2017)  
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National Insurance contributions 
Considered in totality, policy changes to NIC will actually result in a net gain to the 
Exchequer of close to £8bn over the 2017/18 – 2020/21 period. However, this overall gain 
masks considerable costs from specific policy decisions. The following three policy changes 
have been considered in the above analysis: 
 

● The 2010 Budget decision to increase the Employer NIC threshold from 2011-12, 
which will cost over £17bn from 2017/18 – 2020/21 

● The 2013 Budget decision to introduce a £2,000 NIC Employment Allowance which 
will cost close to £8bn 

● The 2015 Budget decision to increase the NIC Employment Allowance by £1,000 
costing close to £3bn 

 
Corporation tax 
Cuts to the rate of corporation tax since 2010 have resulted in a significant reduction in 
budget available to the Government. They have also attracted political opposition. The 
above analysis considers all the reductions in corporation tax across the five years of the 
Coalition Government as well as the announcement of further cuts following the 
Conservative Party’s victory at the 2015 General election: 
 

● The 2010 Budget introduction of reductions in Corporation Tax to 27% in 2011/12, 
26% in 2012/13, 25% in 2013/14 and 24% from 2014/15 costing £12.5bn from 
2017/17 – 2020/21 

● The 2011 Budget decrease of the main rate to 26% in 2011-12, 25% in 2012-13, 
24% in 2013-14 and 23% from 2014-15 costing nearly £5bn 

● The 2012 Budget decrease of the main rate to 24% in 2012-13, 23% in 2013-14, 
22% from 2014-15 costing £4bn 

● The Autumn 2012 decrease of the main rate to 21% from 2014-15 costing nearly 
£4bn 

● The 2013 reduction in the main rate to 20% from 2015-16 costing £3.5bn 
● The 2015 Budget introduction of reductions in the main rate to 19% from 2017/18, 

and 18% from 2020/21 costing over £6bn 
 
Fuel duties 
Unlike the above two taxes, the majority of money lost to the Exchequer from policy 
decisions on fuel duties comes not from direct tax cuts but from decisions not to implement 
planned increases. The Coalition Government inherited both a planned fuel duty 
“accelerator” up until 2014 and default real price index increases from the previous Labour 
Government. If these policies had been implemented as planned, fuel duty would have risen 
from 56p per litre (petrol and diesel) in 2010 to around 82p per litre in 2016/17.  Instead the 

5

Coalition Government reduced the tax by 1p per litre in 2011 and consistently froze or 
cancelled planned accelerator and RPI (Retail Price Index) increases. The headline figures 
above are calculated from all fuel duty policy changes since 2010, namely: 
 

● The 2011 Budget 1p per litre reduction in April 2011, the removal of previously 
announced above-RPI increases and the delay of RPI increases costing £9.5bn from 
2017/18 – 2020/21 

5 The Resolution Foundation, Changing tax: Pressing reset on the UK’s tax policy , November 2016 (accessed 2 
February 2017) 
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● The 2011 Budget rural rebate and carbon price floor £30 per tonne of CO2 target 
raising a combined £22m 

● The 2011 Autumn Budget delay in the January 2012 increase to August 2012 and 
the subsequent cancellation of the August 2012 increase costing £4bn 

● The Autumn 2012 cancelation of the planned January 2013 increase which had been 
deferred from 2012 and the delay of future increases to September costing over £6bn 

● The 2013 Budget cancellation of the scheduled September 2013 increase costing 
nearly £4bn 

● The Autumn Statement 2013 cancellation of the 2014 planned increase and support 
for cleaner fuels costing over £3bn 

● The 2015 Budget cancellation of the RPI increase costing over £1bn 
● The 2016 Budget fuel duty freeze and the 2016 Autumn Budget extension of the 

freeze to 2017/18 costing a combined £5bn 
 
Personal tax allowance 
Similarly to fuel duty, the significant rises in the personal income tax allowance begun under 
the Coalition Government and extended under the Conservative Government, represent 
‘lost’ income rather than a tax cut per se. However, it is by far the largest loss of income from 
any policy undertaken since 2010, cumulatively representing an annual loss of over £20bn to 
the Exchequer by 2020: 
 

● The 2010 Budget personal allowance increase by £1,000 in 2011/12, with 
adjustments to basic rate limit and upper earnings limit costing over £18bn between 
2017/18 – 2020/21 

● The 2011 Budget personal allowance increase by £630 in 2012/13, with adjustment 
to basic rate limit and no change to higher rate threshold costing over £5bn 

● The 2012 Budget personal allowance increase by £1,100 with a quarter of the gains 
passed onto the Treasury costing over £15.5bn 

● The 2012 Autumn Budget personal allowance increase by £235 to £9,440 in 
2013/14, with equal gains to higher rate taxpayers costing over £2bn 

● The 2013 Budget personal allowance increase by an additional £560 to £10,000 in 
2014/15 costing £5.5bn 

● The 2014 budget increase to £10,500 in 2015/16 with equal gains to higher rate tax 
payers costing nearly £8bn 

● The Autumn 2014 increase to £10,600 with full gains to higher rate taxpayers costing 
£2.5bn 

● The 2015 pre-election Budget increases to £10,800 in 2016/17 and to £11,000 in 
2017/18 with full gains to higher rate taxpayers costing nearly £7bn 

● The 2015 post-election Budget increase to £11,000 in 2016/17 with equal gains to 
higher rate taxpayers costing nearly £5bn 

● The 2016 budget personal allowance increase to £11,500 in April 2017 costing over 
£8bn 

 
The above tax cuts represent significant sums, the cumulative reversal of which would 
represent the equivalent of a nearly a 5% increase in total Government revenue. The 
reversal of these cuts, and the commitment of the additional revenue to health and social 
care, would raise the UK Government’s spending on health and social care above the EU 15 
weighted average.  
 
However, a number of smaller but significant tax cuts have also been implemented since the 
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Conservative Party formed a majority Government in 2015. Whilst none of these have the 
same transformative potential as the above tax cuts, they do represent significant potential 
for additional health and social care funding in their own right. Figure 2 shows some of these 
cuts.  
  

 
Figure 2: Annual cost of selected tax cuts based on official OBR data 

Figure 2 illustrates: 
 

● The 2016 Budget increase in the higher rate threshold for income tax to £45,000 from 
April 2017 which will deprive the Exchequer of over a billion pounds annually by 2018 

● The 2016 Budget decision to permanently double the Small Business Rate Relief and 
extend thresholds which will cost over £5.5bn from 2017/18 – 2020/21 

● The 2015 post-election budget reduction in the bank levy costing over £3.5bn and the 
increase in the couples inheritance tax threshold to £1m costing over £2.5bn 

 
The decisions to cut taxes since 2010 by both the Coalition and Conservative Governments 
have considerably reduced the total funding ‘envelope’ available to the Government. Given 
this, even if one accepts Philip Hammond’s argument that there is currently no money 
available to increase funding to health social care, this is in large part due to the decisions of 
successive Governments to reduce the tax revenue available. 
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General taxation increases: Policy summary 
 
Policy Revenue raising potential 
Increase income tax by 1p £15.7bn from 2017/18 – 2019/20 
Increase income tax by 2p £31.3bn from 2017/18 – 2019/20 
Increase income tax by 5p £78.3bn from 2017/18 – 2019/20 
Increase national insurance contributions by 1 
percentage point 

£30.9bn from 2017/18 – 2019/20 

Increase national insurance contributions by 2 
percentage points 

£61.8bn from 2017/18 – 2019/20 

Increase national insurance contributions by 5 
percentage points 

£154.6bn from 2017/18 – 2019/20 

Increase VAT rate by 1 percentage point £19bn from 2017/18 – 2020/21 
Increase VAT rate by 3 percentage points £37.8bn from 2017/18 – 2020/21 
Increase VAT rate by 5 percentage points £94.6bn from 2017/18 – 2019/20 
Increase duty on beers and ciders, wine and spirits 
by 1 percent 

£0.28bn from 2017/18 – 2019/20 

Increase duty on beers and ciders, wine and spirits 
by 2 percent 

£0.56bn from 2017/18 – 2019/20 

Increase duty on beers and ciders, wine and spirits 
by 5 percent 

£1.40bn from 2017/18 – 2019/20 

 
General taxation increases 
 
An alternative to reversing tax cuts is to implement general taxation increases on the main 
sources of revenue: income tax, National Insurance and/or value added tax (VAT). As has 
been noted, a number of voices have championed such taxes, including the Liberal 
Democrats who have called for a 1p rise in income tax  and Lord Kerslake who called for a 

6

3p rise in income tax.   
7

 
Recent polling data also suggests that the public are open to using general taxation 
increases to fund the NHS, and are now more likely to support such a move than oppose it 
(Figure 3). 

Figure 3: Public support for increasing income tax to fund the NHS  8

6 The Guardian, Lib Dems poised to back dedicated tax to help rescue NHS ,  September 2016 (accessed 2 
February 2017) 
7 The Guardian, Income tax must rise 3p to stop NHS ‘staggering from year to year’ ,  February 2016 (accessed 2 
February 2017) 
8 YouGov, Survey Results – NHS funding , January 2017 (accessed 1 February 2017) 
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Income tax 

In January 2017, 42% of people said they supported raising the basic tax rate to fund the 
NHS, compared to 34% in April 2014.  The number of people who oppose increasing taxes 

9

to support the NHS is also diminishing, falling from 51% to 37% over the same time period.  
 
Raising the basic rate of income tax by 1p could generate nearly £4bn of additional revenue 
for the Treasury in the next financial year (2017/18), and nearly £13bn over the next 3 years 
2017 - 2020.   
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Figure 4 shows the projected revenue across a range of possible income tax increases: from 
a 1p increase to a 5p increase in income tax. These projections include the basic tax rate 
and higher tax rate, and are based on the assumption that both tax rates increase by the 
same amount. A full breakdown of the data can be found in Appendix 1. 
 
The modelling shows that depending on the size of the increase, the Government could 
expect to raise between £15bn to £78bn.  
 
These projections are based on data available from HMRC, who ahead of budget events 
publish a ‘ready reckoner’ of illustrative tax changes. The full data tables for each of the tax 
reform proposals outlined can be found in Appendix 1.  
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Figure 4: Projected revenue generated through changes to income tax, based on official HMRC data 

 
 
 
 
 
 

9 YouGov, Survey Results – NHS funding , January 2017 (accessed 1 February 2017)  
10 HMRC, Direct effect of illustrative tax changes , November 2016 (accessed 1 February 2017) 
11 YouGov, Survey Results – NHS funding , January 2017 (accessed 1 February 2017) 
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National Insurance 
Polling data shows that boosting NHS spending by increasing National Insurance 
contributions has even greater public support than increasing income tax.  
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5: Public support for increasing National Insurance to fund the NHS 

The research by YouGov shows that more than half of people (53%) support a one percent 
increase in the basic rate of National Insurance – this represents a five-point increase in 
public support for this policy since April 2014 . Only a quarter (26%) of the public actively 
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oppose increasing National Insurance to support the NHS (compared to 37% in April 2014).  
 
Other surveys further confirm that the public would be willing to pay an additional ‘NHS tariff’ 
through National Insurance to support the health service. In this report, half of the public 
support using an increase in National Insurance to fund the NHS, compared to a quarter 
opposing the idea .  
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Increasing National Insurance by one percentage point could generate nearly £10bn of 
additional revenue for the Treasury in the next financial year (2017/18), and nearly £31bn 
over the next three years (2017 – 2020).  
 
Figure 6 shows the projected revenue across a range of possible National Insurance reform 
models: from a one percentage point increase in National Insurance to a five percentage 
point increase.  
 

12 YouGov, Survey Results – NHS funding , January 2017 (accessed 1 February 2017) 
13 Pulse,  Half the public back a national NHS tax , January 2017 (accessed 1 February 2017) 
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Figure 6: Projected revenue generated through changes to national insurance, based on official HMRC data 

The data presented in Figure 6 is the cumulative total of a percentage point change in the 
Class 1 employee main rate, Class 1 employee additional rate, Class 1 employer rate, Class 
4 main rate and Class 4 additional rate. A full breakdown of the data can be found in 
Appendix 2.  
 
VAT 
Changes to VAT rates also represent another revenue raising option. The standard VAT 
rate, which applies to most goods and services, currently stands at 20%, having been 
increased by the Coalition Government from 17.5% in January 2011. The reduced VAT rate, 
which applies to some goods and services, such as children’s car seats and home energy, 
currently stands at 5%.  
 
Figure 7 shows the projected additional revenue that could be generated if the Chancellor 
was to increase VAT. As outlined in Appendix 3, these projections include both the standard 
VAT rate and reduced VAT rate, and assume that both VAT rates increase by the same 
amount.  
 
The modelling shows that a 1 percentage point increase in VAT would generate an 
additional £6.1bn for the Government in its first year, and nearly £19bn in additional revenue 
for the Government after 3 years.  
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Figure 7: Projected revenue generated through changes to VAT, based on official HMRC data 

 
It should be noted that this modelling is not based on any changes to the VAT tax base itself. 
The UK has a comparatively narrow VAT tax base and one of the highest number of 
exemptions and zero-rated goods in the world. 
 
Therefore, an alternative to increasing VAT rates would be to broaden the VAT tax base so 
that fewer goods and services are eligible for the reduced VAT rate, or are zero-rated or 
exempt from VAT entirely. It is currently difficult to easily predict how much additional 
revenue could be generated by adopting this approach but the 2011 Mirrlees review from the 
Institute for Fiscal Studies estimated that a uniform standardised VAT rate of 17.5% would 
raise £24bn in additional revenue.  
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Additional excise duties 
On top of changes to mainstream taxes, there are opportunities to generate funds for the 
NHS by increasing the excise duties that are applied to specific goods including alcoholic 
drinks, tobacco and road fuels. A list of the major excise duties, and the revenue that could 
be generated through defined duty increases, can be found in Appendix 4.  
 
A number of the excise duties outlined are also known as ‘sin taxes’; with high rates put in 
place in order to drive down consumption as well as generate additional revenue for the 
Treasury. This is particularly true for alcohol and tobacco duties, where there is a direct link 
between price and consumption.  
 
As is shown in Appendix 4, if in the Spring Budget the Chancellor announced a 1 percent 
increase on alcohol duty across all forms of alcohol, including wine, spirits, beer and cider, 
around £95m would be generated in the first year (2017/18) and around £280m in the three 
years to 2020. A 5 percent increase in duty would generate around £475m (in 2017/18) and 
nearly £1.4bn in additional revenue up to 2020.  
 
Alcohol-related health problems cost the NHS £3.5bn per year, including £2.1bn for the 

14 The Institute for Fiscal Studies, The Mirrlees Review , September 2011 (accessed 2 February 2017)  
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treatment of liver disease, which is largely driven by alcohol abuse. Such strong measures 
on alcohol duty would also have the added benefit of reducing alcohol consumption, and 
thus ease the burden that alcohol-related harm places on the NHS and other public services.  
 
New policy initiatives 
 
Introduction 
 
There are other opportunities for the Government to enact policy reforms that will generate 
new revenue to fund the NHS. In some instances, the policies outlined below do not 
generate revenue, but are widely regarded as having major public health benefits and 
associated cost savings for health and social care services.  
 
New policy initiatives: policy summary 
 
Policy Revenue raising / saving potential 
Exempt NHS hospitals from business rate rises £0.322bn from 2017/18 – 2022/23 
Exempt NHS hospitals from all business rates £0.699bn from 2017/18 – 2022/23 
Increase the cost of NHS prescriptions £0.134bn from 2017/18 – 2019/20 
Introduce a minimum unit price for alcohol Savings of £0.5bn annually 
Abolish the purchaser provider split Savings of £4.5bn annually 
Introduce a Financial Transaction Tax £8.4bn annually 
Ring fence revenue recovered from tax avoidance £5bn in 2015/16 
Increase the rate of stamp duty charged to foreign 
buyers 

£3.3bn from 2015/16 – 2020/21 

Charge a ‘penalty’ council tax on empty properties  £1.3bn from 2015/16 – 2020/21 
Decrease landlord tax relief for ‘wear and tear’ 
repairs  

£1.5bn from 2015/16 – 2020/21 

Remove free tv licenses for pensioners 0.63bn in 2016/17  
Means test the pensioner winter fuel allowance 1.5bn in 2016/17 
Remove the pensions triple lock and adjust 
pensions so that they reflect changes to earnings 
since 2010 

£4.5bn in 2016/17 

 
Exempt NHS hospitals from business rates 
Business rates are a tax applied to non-domestic property, calculated on the rental value of 
a property. NHS properties, including NHS hospitals and GP clinics are subject to full 
business rates, in contrast to charities and universities who pay a discounted rate. From 
April 2017, NHS hospitals will see their business rates increase by around 20%. This 
translates to £322m over 5 years.   
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NHS hospitals in England currently pay £312.83m in rates per year. This is set to increase 
over the next 5 years to £377.33m per year on average.  
 
If business rates were held constant, NHS hospitals would save £322m over the next five 

15 The Guardian, NHS hospitals in England face £322m tax bill increase from April , January 2017 (accessed 10 
February 2017) 
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years.  If NHS hospitals were exempted from business rates entirely, an additional £377m 
16

per year could be saved.   
17

 
Increase the cost of NHS prescriptions 
The NHS in England currently charges people around £8.40 to fill their prescription, although 
certain groups including the over-60s, under-16s, and pregnant women are exempt from the 
charge. Charging for prescriptions generates nearly £500m a year for the NHS.  
 
Research by the think tank Reform found that increasing the cost of prescription charges for 
those not already excluded to £10 and raising the cost of a Prescription Prepayment 
Certificate (a system which enables the bulk-buying of prescriptions) from £104 to £120, 
would raise an additional £134m annually for the NHS.   
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Introduce a Minimum Unit Price (MUP) on alcohol 
Minimum unit pricing for alcohol sets a baseline price below which alcohol cannot be sold. 
Many campaigners in England have called for the introduction of a minimum price of at least 
50p per unit of alcohol. In 2012, the then Prime Minister David Cameron announced the 
Government would introduce a MUP on alcohol, meaning that it would be illegal for shops or 
other licensed establishments to sell alcohol for less than this set price. The MUP was 
initially proposed at 40p per unit and consulted on. Following pressure from alcohol industry, 
the policy was postponed. 
 
In late 2016, Public Health England published a review of alcohol policy and lent their 
support to minimum unit pricing, calling it a highly-targeted measure which ensures tax 
increases are passed on to the consumer and therefore reduces demand for alcohol (and 
improves the health of the heaviest drinkers).  
 
Although the introduction of a MUP on alcohol would not yield new revenue for HM Treasury 
(additional revenue is recovered by the manufacturer), it is estimated that the policy would 
lead to 35,100 fewer alcohol-related hospital admissions per year. Health economists have 
put the projected savings to the NHS over a 10-year period at around £5.1bn,  or around 
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£500m annually.  
 
Abolish the purchaser / provider split in the NHS 
The introduction of an internal market in the NHS in England – the ‘split’ between providers 
and commissioners of healthcare services since 1990 – is a politically controversial topic. 
Advocates for the split argue that it drives efficiency improvements, increases accountability 
and reduces bureaucratic management of the health services. However, opponents argue 
that enforcing an artificial divide between purchasers and providers costs the health service 
significant amounts of money. Whilst calculating a precise cost figure for any structural 
change to the health service is naturally difficult some estimates for the potential saving are 
as high as £4.5bn annually.  

20

16 CVS UK, The NHS funding crisis is set to worsen as we reveal rates hikes Hospitals across England will face , 
January 2017 (Accessed 27 January 2017) 
17 CVS UK, The NHS funding crisis is set to worsen as we reveal rates hikes Hospitals across England will face , 
January 2017 (Accessed 27 January 2017) 
18 Reform, The cost of our health: the role of charging in healthcare ,  November 2013 (accessed 23 January 2017) 
19 Meng Y, Brennan A, Holmes J et al. Modelled income group-specific impacts of alcohol minimum unit pricing in 
England 2014/15: Policy appraisals using new developments to the Sheffield Alcohol Policy Model (v.2.5). 
(accessed 25 January 2017) 
20 Centre for Health and the Public Interest, At what cost? Paying the price for the market in the English NHS , 
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Introduce a Financial Transaction (“Robin Hood”) Tax 
Since the 2008 financial crisis there have been regular calls for a Financial Transaction Tax 
(FTT) to be introduced on some financial transactions. A FTT has been posited in various 
forms by different groups and organisations, however the European Commission’s proposals 
have received the most attention. In 2011/12 the European Commission proposed an EU 
FTT of 0.1% on shares and 0.001% on derivatives.  They estimated that if implemented 
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EU-wide, the tax would raise close to €60bn with £8.4bn annually coming directly to the UK 
Exchequer which could be used to fund health and social care.  
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Ring fence revenue raised from the prosecution of tax avoidance 
The increasing pressure on public sector budgets since 2010 has led to greater focus on 
clamping down on tax avoidance. Much of the pressure to recover fraudulently avoided tax 
falls on the Fraud Investigation Team in HMRC. This team recovered close to £5bn in 
2015/16 which could be ring fenced to support health and social care services.  

23

 
Stamp duty 
The controversies surrounding the Labour Party’s proposed mansion tax led to several 
proposals for alternative revenue raising mechanisms around stamp duty and council tax 
from organisations such as the Centre for Economics and Business Research. Ideas 
included increasing the rate of stamp duty charged to foreign buyers raising £3.3bn from 
2015/16 – 2020/21, charging a ‘penalty’ council tax on empty properties raising over £1.3bn 
from 2015/16 – 2020/21, and decreasing landlord tax relief for ‘wear and tear’ repairs raising 
over £1.5bn from 2015/16 – 2020/21.  All of these increases in revenue could be ring 

24

fenced for health and social care. 
 
Universal pensioner benefits  
The universal benefits received by pensioners (such as Winter Fuel Allowance and free TV 
licenses) have increasingly come under scrutiny in recent years, with the argument being 
made that the Government is unfairly supporting pensioners to the detriment of children and 
working age people. The Government’s commitment to universal pensioner benefits, as well 
as to the ‘triple lock’ on pensions, has seen the percentage of pensioners in poverty fall, 
whilst poverty levels for children and working age adults have stagnated or risen.  

25

 
Universal pensioner benefits cost the Department for Work and Pensions (DWP) 
considerable sums of money, which could be reallocated to health and social care spending. 
Free TV licenses for people aged over 75 will cost the DWP £630m this year, although the 
cost is being gradually transferred to the BBC from 2018/19 – 2020/21.  Winter Fuel 

26

Allowance poses a much greater long-term cost to the Government, costing the DWP £2.1bn 

February 2014 (accessed 2 February 2017) 
21 The Telegraph, Rebalancing the financial transactions tax debate , February 2012 (accessed 10 February 
2017) 
22 The Telegraph, Financial transaction tax would raise €10bn , February 2012 (accessed 10 February 2017) 
23 The Financial Times, New HMRC fraud unit collects £5bn of taxes ,  February 2017 (accessed 10 February 
2017) 
24 The Centre for Economics and Business Research, Mansion Tax Alternatives ,  February 2015 (accessed 10 
February 2017) 
25 House of Commons Library, Briefing paper – Poverty in the UK: statistics ,  November 2016 (accessed 10 
February 2017) 
26 House of Commons Work and Pensions Committee, Intergenerational Fairness , November 2016 (accessed 10 
February 2017) 
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in 2015/16.  Means testing the benefit so that only pensioners receiving pension credits 
27

received the payment would save the Government £1.5bn.  
28

 
The ‘triple lock’ state pension 
The pensions ‘triple lock’, whereby pensions are increased by the highest price of inflation, 
earnings growth or 2.5%, is by far the costliest Government policy which directly benefits 
pensioners.  A 2016 report from Reform estimated that the policy costs the Government an 
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extra £4.5bn a year more than if pensions had risen in line with earnings since 2010.   
30

 
Reversing the triple lock, as well as means testing winter fuel payments, could therefore 
provide health and social care with over £6bn in additional funding annually for health and 
social care. 
 
Major Government spending projects 
 
Policy Revenue raising / saving potential 
Cancel the HS2 infrastructure project £42.6bn over the next 20 years 
 
The final option available to the Government for increasing the funding available to health 
and social care would be to reallocate funding from other Government departments or major 
infrastructure projects. The costliest major infrastructure project commissioned since 2010 is 
the High Speed Two (HS2) rail network. The budget for HS2 is £42.6bn over 20 years 
(including £14.4bn in contingency).  

31

 
Whilst the decision to cancel HS2 could free up funding for health and social care, it is worth 
highlighting that compared to even relatively modest taxation changes, even the largest 
major infrastructure projects have little impact on overall Government finances – the 2016 
budget decisions to increase the higher rate threshold for income tax and to double small 
business tax relief will easily cost more annually than the cost of HS2. 
 
Conclusion 
 
This paper explored the three assumptions underpinning the UK Government’s 
macro-economic rationale for the long term squeeze on health and social care funding. As 
has been shown each of these assumptions are open to challenge by 38 Degrees. While no 
change to funding will be politically straightforward, the funding solutions outlined in this 
paper will equip campaigners with the tools to challenge the Government’s decisions on 
health and social care funding. They illustrate that funding alternatives are both available 
and plausible if the Conservative Government can only be persuaded of the political 
necessity to act.  
 

27 House of Commons Work and Pensions Committee, Intergenerational Fairness , November 2016 (accessed 10 
February 2017) 
28 House of Commons Work and Pensions Committee, Intergenerational Fairness , November 2016 (accessed 10 
February 2017) 
29 Reform, Cost of the triple lock is set to surpass £20 billion , October 2016 (accessed 10 February 2017) 
30 Financial Times, UK pension triple lock costs extra £6bn a year, says report , October 2015 (accessed 2 
February) 
31 Department for Transport, High Speed Two: an engine for growth , September 2013 (accessed 2 February 
2017) 
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Appendix 1.  Direct effects of illustrative tax changes: income tax 
 
 Projected revenue received by Treasury (£bn) 
Increase income tax rate by 1p 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change basic rate by 1p 3.9 4.45 4.5 12.8 
Change higher rate by 1p 0.7 1.05 1.0 2.8 

Total 4.6 5.5 5.5 15.6 
 

Increase income tax rate by 2p 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change basic rate by 2p 7.8 8.9 9.0 25.7 
Change higher rate by 2p 1.5 2.1 2.0 5.6 

Total 9.3 11.0 11.0 31.3 
 

Increase income tax rate by 2p 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change basic rate by 5p 19.5 22.2 22.5 64.2 
Change higher rate by 5p 3.7 5.25 5.0 14.0 

Total 23.2 27.5 27.5 78.2 
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Appendix 2.  Direct effects of illustrative tax changes: National insurance 
 

 Projected revenue received by Treasury (£bn) 
1 percentage point increase in NI 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change Class 1 employee main rate by 1 % point 3.9 4.05 4.25 12.2 
Change Class 1 employee additional rate by 1 % point 0.78 0.79 0.81 2.38 
Change Class 1 employer rate by 1 % point 4.75 4.9 5.1 14.75 
Change Class 4 main rate by 1 % point 0.32 0.33 0.34 0.99 
Change Class 4 additional rate by 1 % point 0.19 0.2 0.2 0.59 

Total 9.94 10.27 10.7 30.91 
 
2 percentage point increase in NI 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change Class 1 employee main rate by 2 % points 7.8 8.1 8.5 24.4 
Change Class 1 employee additional rate by 2 % points 1.56 1.58 1.62 4.76 
Change Class 1 employer rate by 2 % points 9.5 9.8 10.2 29.5 
Change Class 4 main rate by 2 % points 0.64 0.66 0.68 1.98 
Change Class 4 additional rate by 2 % points 0.38 0.4 0.4 1.18 

Total 19.88 20.54 21.4 61.82 
 
5 percentage point increase in NI 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change Class 1 employee main rate by 5 % points 19.5 20.25 21.25 61 
Change Class 1 employee additional rate by 5 % points 3.9 3.95 4.05 11.9 
Change Class 1 employer rate by 5 % points 23.75 24.5 25.5 73.75 
Change Class 4 main rate by 5 % points 1.6 1.65 1.7 4.95 
Change Class 4 additional rate by 5 % points 0.95 1 1 2.95 

Total 49.7 51.35 53.5 154.55 
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Appendix 3.  Direct effects of illustrative tax changes: Value Added Tax (VAT) 
 
  Projected revenue received by Treasury (£bn) 
Increase VAT rate by 1% 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change reduced rate by 1 % point 0.32 0.34 0.36 1.02 
Change standard rate by 1 % point 5.75 5.95 6.2 17.9 

Total 6.07 6.29 6.56 18.92 
  

Increase VAT rate by 2% 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change reduced rate by 2 % point 0.64 0.68 0.72 2.04 
Change standard rate by 2 % point 11.5 11.9 12.4 35.8 

Total 12.14 12.58 13.12 37.84 
  

Increase VAT rate by 5% 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Change reduced rate by 5 % point 1.6 1.7 1.8 5.1 
Change standard rate by 5 % point 28.75 29.75 31 89.5 

Total 30.35 31.45 32.8 94.6 
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Appendix 4.  Direct effects of illustrative tax changes: Duties 
 
  Projected revenue received by Treasury (£m) 
One per cent duty increase 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Beer and cider duties 30 25 25 80 
Wine duties 40 40 45 125 
Spirits duties 25 25 25 75 
Tobacco duties 20 10 10 40 
Petrol 90 85 85 260 
Diesel 175 180 185 540 
Rebated oil 5 5 5 15 
Landfill tax 5 5 5 15 
Climate change levy 10 10 10 30 
Aggregates levy 5 5 5 15 
 
Two per cent duty increase 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Beer and cider duties 60 50 50 160 
Wine duties 80 80 90 250 
Spirits duties 50 50 50 150 
Tobacco duties 40 20 20 80 
Petrol 180 170 170 520 
Diesel 350 360 370 1080 
Rebated oil 10 10 10 30 
Landfill tax 10 10 10 30 
Climate change levy 20 20 20 60 
Aggregates levy 10 10 10 30 
 
Five per cent change on: 2017/18 2018/19 2019/20 2017/18 - 2019/20 
Beer and cider duties 150 125 125 400 
Wine duties 200 200 225 625 
Spirits duties 125 125 125 375 
Tobacco duties 100 50 50 200 
Petrol 450 425 425 1300 
Diesel 875 900 925 2700 
Rebated oil 25 25 25 75 
Landfill tax 25 25 25 75 
Climate change levy 50 50 50 150 
Aggregates levy 25 25 25 75 
 

23 
 


