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HOW INSOURCING 
EXPERTISE CAN  
IMPROVE HEALTHCARE 
IN PRIVATE HOSPITALS

Tailored for private healthcare
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EXECUTIVE SUMMARY

Demand for private healthcare services is set to see a rapid increase in coming years,  
offering massive opportunities for growth in private hospitals. However, it also presents  
a range of challenges for private hospitals that want to remain competitive.

Those that show they can offer a better service at a better price will be the ones to thrive  
in a period of unparalleled expansion for the private healthcare sector. This means running  
more efficiently and cost-effectively to improve services and deliver value to patients.  
How private hospitals run and maintain their various operations will become vital to their  
overall service delivery.

Is it time for you to bring in  
the experts?

Non-core operations could  
prove to be inefficient

You support a range of peripheral  
non-clinical services that form part of the 
patient experience, but don’t form part of  
your core business.

And, as patient numbers increase,  
there are a number of ways this can 
become inefficient:

1. Your in-house teams might not have the 
right experience or expertise.

2. If it’s part of your organisation, you have  
to find the time to manage it.

3. In-house functions expand your  
liability portfolio.

4. You don’t have any central support 
resources to call upon.

5. Maintaining the right team can  
be challenging.

Contracting in external expertise can 
play a vital part in helping you provide a 
better patient experience and attract new 
customers. It allows you to:

1. Maximise your revenue and control  
your costs.

2. Get specialist centralised support  
for your business functions.

3. Hand over costly and complex  
legal responsibilities.

4. Have freedom from cash and accounts.

5. Bring the brands to your organisation.

Insourcing expertise can support private 
hospitals in differentiating their businesses 
and attracting new patients — hospitals 
just need to evaluate their operations and 
decide where they can improve.
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UNDERSTANDING THE CHALLENGES
FACING THE PRIVATE HEALTHCARE SECTOR

Demand for private healthcare services  
is set to see a rapid increase in 
coming years. This means that private 
hospitals have to be ready for a huge 
influx of patients — each of them looking 
for a high-quality service.

It’s certainly good news for the sector.  
The rise in demand offers massive 
opportunities for growth in private 
hospitals. However, it also presents a range 
of challenges, and private hospitals that 
want to remain competitive in the market 
must overcome these.

To find a solution for private providers, it’s 
important to understand what’s driving the 
increase in patient numbers — and how to 
overcome the challenges this creates. Some 
of the key reasons behind climbing patient 
numbers include:

• an ageing population

• financial pressure on the NHS

• declining quality of healthcare services.

The NHS is in crisis

The NHS is currently struggling to meet 
its service targets, amid a serious financial 
crisis in public healthcare. And this pressure 
will see more and more patients referred to 
the private sector. 

The services provided by private hospitals  
are increasingly important to the NHS, 
which now relies on them to help meet the 
health needs of an ageing population. This 
means that the NHS is sub-contracting an 
almost unprecedented number of routine 
procedures — including cataract surgery, 
hip and knee operations — to help it cope.

In fact, one in three knee and hip operations 
are now delivered by the independent 
sector each year — including NHS, PMI and 
self-pay patients (Bradshaw, 2016).

People are getting older

The fact that Britain has a rapidly ageing  
population is a key factor that will create 
greater demand for private healthcare  
services. This is because an older  
demographic typically means more  
people require treatment for ongoing  
and age-related ailments.

On top of this is the fact that people 
currently hitting retirement age are  
more demanding than the generation that 
came before them. They want to travel,  
play golf and go sailing. They require 
greater mobility, and they’re happy to pay 
to avoid waiting for medical treatment 
(Bradshaw, 2016).

This all means that private hospitals  
will have to improve their service quality 
to meet their new patients’ needs and 
accommodate the increase in the  
number of customers.

Healthcare services are suffering

A result of pressure on the NHS is the  
decline of quality in the services provided 
by state-run hospitals. And nowhere is this 
seen more clearly than in increasing wait 
times for procedures.

The number of people waiting more than  
18 weeks for non-urgent surgery doubled  
between 2012 and 2016 (Pym, 2017). This 
will see a boom in the number of people  
seeking private healthcare, as they look to 
avoid waiting long periods for treatment — 
whether routine or otherwise.

As Phil Blackburn, an economist at  
LaingBuisson, says: “There has been a 
clear rise in interest in private healthcare 
recently as more and more people are  
dissatisfied with higher waiting on the 
NHS and increased restrictions on NHS 
treatment” (Collinson, 2017).

The number of 
people waiting 
more than 18 weeks
for non-urgent
surgery doubled 
between 2012
and 2016
Pym, 2017
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Patients are choosing  
private providers

All of these factors will come together to 
see consumers surge towards the private 
sector for healthcare. The transformation 
has already begun, with the private hospital 
market growing fast. 

The number of people in Britain taking 
out private medical insurance has risen 
significantly for the first time since 2008. 
Demand for private medical insurance 
cover in Britain rose by 2.1 per cent in 2015 
— with just over 4 million people taking up 
insurance (Collinson, 2017).

In 2014, the private healthcare sector was 
worth £44.3bn to the UK economy, a rise  
of 9 per cent on the year before, according 
to figures from AIHO (Bradshaw, 2016).  
However, this doesn’t mean people will 
write blank cheques for private hospitals  
to cash. 

Competition within the sector 
is set to increase

With a greater number of people paying out 
of their own pockets for treatment, private 
healthcare providers have to justify rising 
costs in uncertain economic times.

The cost of UK company medical plans 
is set to rise by 6.4 per cent (against 
inflation of 0.8 per cent), making the 
common perk a more expensive luxury for 
many organisations (Health Insurance & 
Protection Daily, 2007).

Hospitals will have to show they can 
provide a high-quality service, especially 
to clients investing the most in their 
healthcare. This would allow businesses 
to take advantage of the growth in the 
sector driven by an increase in self-paying 
patients, including those travelling from 
overseas; particularly Middle Eastern 
countries (Plimmer, 2017).

For private hospitals, the key to standing 
out from the competition and attracting 
new patients over their competitors as 
customers flood the market will be their 
ability to differentiate. The hospitals that 
show they can offer a better service at a 
better price will be the ones to thrive in a 
period of unparalleled expansion for the 
private healthcare sector. 

This means running more efficiently and 
cost-effectively to improve services and 
deliver value to patients. How private 
hospitals run and maintain their various 
operations will become vital to their overall 
service delivery. This paper will show how 
taking advantage of outside experience 
to provide your non-core operations is a 
practical way to achieve your goals.

The cost of UK company medical plans is 
set to rise by 6.4 per cent (against inflation of
0.8 per cent), making the common perk a
more expensive luxury for many organisations
Health Insurance & Protection Daily, 2007.
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WHY IN-HOUSE BUSINESS 
OPERATIONS CAN BE INEFFICIENT

Before making the case for working with 
an external partner to provide non-core 
business operations, it’s important to  
show why your private hospital will 
struggle to compete in the future if you 
adopt a ‘business as usual’ approach to 
delivering healthcare. 

While you may be happy with the way you  
currently run things, you have to be 
confident that those processes will also 
support the improvement of services as 
demand grows.

These services are an essential part of 
looking after patients, but the activities 
within them don’t form part of your core 
business or its base of expertise. This often 
plays a significant role in an organisation’s 
decision to work with an external partner 
— 57 per cent say contracting in expertise 
allows them to focus on their core business 
(Deloitte, 2016).

However, cost-efficiency is the number 
one reason for insourcing expertise. Six in 
ten companies bring in an external service 
provider as a way to cut costs (Deloitte, 
2016) and improve productivity.

These include:
•  patient dining
•  housekeeping
•  security
•  reception
•  concierge

Your overall aim is to provide a 
high-quality healthcare service 
to patients. However, achieving 
this means taking on a range  
of peripheral non-clinical  
services that form part of the 
patient experience.  
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In-house functions expand your liability portfolio

You’ll know that running non-core business operations in-house  
opens you up to additional areas of responsibility in terms of  
regulation and compliance. Taking on this new realm of liability may 
be something you wish to divert from your facilities managers to an 
external service provider. 

3

5

4

There are good reasons why insourcing expertise is seen by organisations 
as a more productive use of their resources. Here are five ways that in-house 
functions may be inefficient and not cost-effective: 

2
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Your in-house teams might not have the right experience or expertise

However multi-skilled your in-house team is, it may be hard for it to get 
funding for, and access to, the very latest innovations and technologies,  
while also carrying out its core day-to-day functions. Choosing to use the 
services of a specialist company is a straightforward way to bring the right  
mix of skills into your organisation to support you in delivering an efficient, 
high-quality service.   
 

If it’s part of your organisation, you have to find the time to manage it

As the provision of outstanding healthcare becomes ever more pressurised, 
the prospect of taking on the additional management responsibilities of  
these services in-house could simply be asking too much of your people.  
All these additional services require management to make sure everything 
runs smoothly all the time; time your senior management team may decide  
is better focused on core responsibilities. Even if you have the in-house 
expertise to carry out various operations, you still need someone to make  
sure everything runs smoothly all of the time. This simply places extra 
pressure on your senior management team, diverting attention that you  
could focus elsewhere.

1

You don’t have any central support resources to call upon

Running non-core operations in-house also scales up the supplies  
(such as the food for patient dining or housekeeping equipment) your 
company needs to source at as competitive a rate as possible. This can 
be time-intensive and costly, so can be an ideal aspect to hand over to a 
specialist external partner. This partner will be able to use its extensive 
network of suppliers to get exactly what you need, when you need it and 
often for a lower cost. 

Maintaining the right team can be challenging

An in-house non-core business operation like security or housekeeping  
often creates a dedicated ‘family’ feel to your teams. However, opportunities 
for these individuals to progress their career within your business are likely 
to be few and far between. This means staff may look to other employers  
to develop their careers, and could make it difficult for you to attract and 
retain the calibre of staff you would like. Working with a specialist external 
partner offers you access to a constant supply of talented and committed 
staff for your team.
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HOW WORKING WITH EXTERNAL PARTNERS 
CAN BENEFIT PRIVATE HOSPITALS

As outlined in the previous section, one key reason to insource expertise to take care of 
your non-core operations is that they have the potential to become a costly distraction. 
However, there are a number of more positive reasons to work with an external partner to 
improve your non-core business operations.

To begin with, bringing in an expert provider to look after these services means you free up 
your resources to focus on your hospital’s core purpose, creating the best patient experience 
possible. From here, you then create a positive effect on your finances, providing savings of 
up to a third (Ritchie, 2015) and improving your productivity.

Maximise your revenue and 
control your costs

When you tap into the economies  
of scale available with a specialist  
supplier, you get the best price for 
your services. This allows you to 
run more cost-effectively, freeing 
up resources to direct towards the 
improvement of your services.

Get specialist centralised support 
for your business functions

The efficiencies don’t stop at  
simply bringing in an outside 
contractor for each service.  
With one external partner taking 
care of multiple non-core business 
operations, you can see a huge 
positive difference in each one, as 
teams support each other and work 
together effectively to manage 
issues and get the job done.

Hand over costly and complex
legal responsibilities

Regulations, such as allergen  
information or cleanliness 
standards, can be difficult to 
meet, especially when you have 
to manage a range of functions 
outside your core areas of 
expertise. Working with a specialist 
external partner reduces your 
risk exposure and frees up your 
admin resources by handing over 
responsibility for areas such as 
health and safety or food hygiene.

Freedom from cash  
and accounts

Non-core business operations can  
often involve cash handling, this is 
certainly the case with a hospital  
restaurant, café or coffee shop.  
When you bring in external 
expertise to manage these 
functions, you avoid spending time 
managing payments and invoices, 
and redirect your resources towards 
more mission-critical tasks.

Bring the brands to  
your organisation

Working with a national external  
partner is especially useful when it 
comes to the foodservice in your 
hospital. It gives you easy access to 
all the major food and drink brands, 
particularly when it comes to the 
world of coffee and the ability to 
offer customers the same quality 
they can expect on the high street.

Five reasons to contract in expertise to manage business operations 

1 4

3

2
5
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Thames Water, the UK’s 
largest water and waste 
provider, worked with 
an external provider to 
deliver its procurement 
and reduced its operating 
expenditure by
20 per cent 

Hickling, Thames Water and Efficio, 2015.
International brand L’Oréal 
contracted in expertise for 
the procurement of its HR 
services, IT and telecoms, 
travel and facilities 
management and saved
€4 million in just three 
months. Longer term, it 
forecasts it will cut its
operating budget by 
ten per cent 

Hickling, L’Oréal: An Innovative Approach to  
Indirect Procurement, 2015.

EXAMPLES OF CONTRACTING SUCCESS
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ELIMINATE

Eliminate tasks from your  
organisation that are not  
important to your organisation’s 
overall strategy and don’t make  
a significant contribution to its  
day-to-day operational  
performance. Question why  
you are doing these tasks at all. 
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WHAT CAN YOU DELIVER BY  
INSOURCING EXPERTISE?

Contracting in external expertise can play a vital part in helping you provide a better 
patient experience and attract new customers. But what functions can you improve by 
working with an external provider? Well, it depends on what you truly consider a non-core 
business operation, but you can clarify this using a decision matrix (MindTools, 2016).

You should form a strategic alliance when the task is high in strategic 
importance, but contributes little to operational performance.1

You should retain full control of a task when it’s high in strategic importance 
and has a big impact on operational performance.2

You should eliminate tasks from your organisation that are not important to 
your organisation’s overall strategy and don’t make a significant contribution 
to its day-to-day operational performance.3

You should contract in expertise for tasks that are important for successful 
operational performance, but are not strategically important.4
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THE CONTRACTING DECISION MATRIX
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CONTRIBUTION TO OPERATION PERFORMANCE

FORM A STRATEGIC ALLIANCE 

Form a strategic alliance when  
the task is high in strategic  
importance, but contributes  
little to operational performance. 
So, although you need to retain  
control of them to make sure  
they are done exactly as you want, 
they are relatively  
insignificant in terms of cost  
or smooth running and so not  
worthy of full in-house focus.

INSOURCE EXPERTISE

Find external support for tasks  
that are important for successful  
operational performance, but  
are not strategically important. 
These tasks are simply not 
worth spending in-house  
time managing. 

RETAIN

Retain full control of a task  
when it’s high in strategic 
importance and has a big  
impact on operational  
performance. These tasks  
should be kept in-house so  
that your organisation keeps  
maximum control. 
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Patient dining 

Your patients are paying for a 
high-quality service, and contracting 
in the expertise to create and deliver 
exciting and nutritious menus is the 
way to meet expectations.

Foodservices within 
your hospital

Working with a trusted  
external partner to  
deliver patient dining  
services allows you to  
improve the quality of  
offers, while increasing 
the cost-efficiency of your 
food and drink outlets.

Security

Patient and staff safety are vital to the improvement of your operational 
performance. Often patients choose a private hospital so that they can 
be sure they’ll be protected physically, as well as from press intrusion. 
So, although security isn’t part of your core business, it’s a vital part of 
attracting patients to your facilities. Working with a specialist company 
to provide security can both make your management role easier, and 
tip the patient’s decision in your favour.

Concierge

The people who provide patients with all the extra amenities (spa 
treatments, electronic equipment, speciality meals etc.) are a vital part 
of improving the customer experience. However, they aren’t a core  
element of your healthcare provision, so there’s no reason not to  
consider bringing in a team of experts to make your patients happier.

Housekeeping

You’ll find it much  
easier to focus on  
delivering the best  
possible patient  
experience when you 
don’t have to worry  
about basics like  
cleanliness. Contracting 
in expertise to take care 
of this vital, but non-core 
function is a good way to 
achieve your overall aim.

SERVICES YOU CAN IMPROVE BY WORKING 
WITH AN EXPERT EXTERNAL PARTNER 

19www.medirest.co.uk

Reception

You want everyone to  
get a good first  
impression of your private 
hospital. However, the 
overall standard of care 
is what patients really 
care about — and it’s  
something you can focus 
more resources on when 
you bring an external 
partner in to take care of 
your reception services.
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• “WE’VE ALWAYS DONE IT 
THIS WAY.” 
 
Rethink this: Work out exactly what 
elements of your current set-up you’d 
like to retain, and make that part of  
your negotiations with potential 
specialist suppliers.  
 

• “WE’RE UNCERTAIN ABOUT 
WORKING WITH AN  
EXTERNAL SUPPLIER.” 
 
Rethink this: Make sure your contract  
with your external partner is specific in  
all the areas that are important to  
your organisation. 
 

• “OUR CURRENT NON-CORE 
SERVICE EMPLOYEES WOULD 
LOSE THEIR JOBS.” 
 
Rethink this: The external partner you 
choose will be experienced in absorbing 
your organisation’s existing employees 
into its own workforce. 

• “IT’LL BE MORE EXPENSIVE TO 
CONTRACT IN OUR SERVICES.” 
 
Rethink this: It’s likely that a specialist 
external partner will have access to 
significant purchasing economies  
of scale. 
 

• “OUTSIDERS WON’T FEEL 
LIKE PART OF OUR TEAM.” 
 
Rethink this: Your chosen external  
partner will have gone through  
this process of forming effective 
relationships time after time.  
The supplier will be extremely proficient 
in fostering the right connections 
smoothly and rapidly. 
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WHAT’S HOLDING YOU BACK?

It’s understandable for you to be unsure 
about how insourcing expertise might 
work for your private hospital and that can 
create a number of barriers to the decision.

In fact, even those companies that do 
work with specialist providers are unsure 
how to track the value it creates through 
innovation. This covers two-thirds of 
organisations who use an external service 
provider (Deloitte, 2016).

But that doesn’t mean you can’t overcome 
the internal barriers to improving your 
service and finding efficient ways to meet 
patient needs. Here are some of the reasons 
private hospitals forego the benefits of 
contracting in expertise (as well as how you 
can rethink them).
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CONCLUSION

Private healthcare faces the challenges of 
rapid growth  
 
With an ageing population and the NHS in 
crisis, the private healthcare sector has to 
step in to fill the services gap as patients 
splash out for insurance products or 
self-pay treatment.

The number of people using private 
hospitals to access treatment and routine 
procedures has already grown significantly 
over the last five years, and providers 
have to find a way to meet the demands 
and expectations of a generation reaching 
retirement age who are willing to pay for 
more expedient healthcare.

Hospitals need to improve service 
quality and efficiency

As the number of people accessing private 
healthcare rises, hospitals will have to show 
they can meet and exceed patients’ needs. 
They will have to differentiate themselves 
from their competitors, showing people that 
they have the best services for the  
best value.

To achieve this, private hospitals will have  
to find efficient and cost-effective ways to 
manage their non-core services. This will  
allow them to free up resources and 
expertise to focus on the overall aim of 
improving the patient experience.

Specialist suppliers offer private hospitals 
the opportunity to grow

While there are still a number of barriers 
to the idea, the contracting of non-core 
business operations (and contracting  
in of external expertise) can help 
private hospitals take advantage of the 
opportunities offered by growth in  
the sector.

As well as providing ways to run services  
more cost-effectively, working with an 
external partner in areas such as patient 
dining, housekeeping and security can help 
private hospitals to improve their overall 
patient experience. It allows senior teams 
to focus resources on mission-critical 
functions, while boosting the efficiency of 
non-core operations.

Working with expert providers can  
support private hospitals in differentiating 
their businesses and attracting new  
patients — the hospitals just need to 
evaluate their operations and decide  
where they can improve.
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