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NHS insourcing and outsourcing to increase capacity
Demand for diagnostic and clinical services which increase the capacity of the NHS will continue to grow in the future

Demand

▪ The NHS continues to face an ever growing backlog of patients 

requiring access to diagnostics or clinical specialists which has only 

been exacerbated by the COVID pandemic. Recent figures suggest 5.6 

million people in England are now waiting for hospital treatment

▪ As a result, the government has announced £2.3bn in funding for 

community diagnostic centres and £1.5bn for surgical hubs to help 

reduce these backlogs 

▪ Even prior to this announcement, the market for insourced and 

outsourced diagnostic and clinical services has grown significantly in 

recent years, due to the growing need for greater capacity in the NHS

▪ Such services can be roughly separated into three categories as 

outlined to the right. These can often be bolstered by the use of 

certain remote services such as teleradiology to increase efficiency

Frameworks

▪ Major framework agreements such as the NHS Increasing Capacity 

Framework and the NHS Insourcing Framework have provided the 

opportunity for private companies to tender for significant contracts 

to treat NHS patients

▪ Operators who have successfully been appointed to such frameworks 

vary vastly in size, from large corporates such as Spire Healthcare, to 

small SMEs with limited track records. The opportunities for these 

operators is enormous and only likely to grow as the recently 

announced funding is put to use

A private provider is contracted to utilise NHS secondary care 

facilities for the provision of certain services. These services 

are often performed out of normal hours to maximise use of 

the facilities, and the operator brings in a specialist team to 

service NHS patients

Insourcing

A private operator fits out a modular unit which is transported 

to an NHS care facility and placed outside. A long term 

contract is put in place for the provision of diagnostic and 

clinical services to NHS patients from the modular unit

Modular

A private provider sets up a bricks and mortar community 

clinic for the provision of diagnostic and clinical services to 

NHS patients referred from GPs and other sources. These are 

generally in convenient locations with ease of access, away 

from NHS secondary care facilities

Community Clinics
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Private equity interest in the sector
A number of private equity investments have taken place in the sector in recent years

Private equity interest

▪ Investors have identified the fact that demand for both insourced and 

outsourced services is only going to increase, and the significant 

opportunities available through “roll out strategies”

▪ Certain areas of the market have developed very quickly as a result of 

private equity investment, including diagnostic imaging, ophthalmology 

and insourcing

▪ As outlined to the right, a number of operators have taken on investment 

as a means to fast-track growth and capitalise upon the significant 

opportunities available to them

▪ This investment has been used for both organic growth through the 

opening of new clinics/modular units, and strategic acquisitions to 

enhance service offering and geographical presence

Future outlook

▪ The outsourcing of other specialisms such as endoscopy, dermatology, 

ENT and cardiology look set to expand significantly in the coming 

months and years

▪ As smaller operators who have successfully been appointed to the major 

frameworks expand rapidly, they are likely to seek capital investment to 

fund future growth

▪ This will lead to a range of further growth capital deals in the short term 

and investor appetite is likely to be strong

▪ Further consolidation will also continue as the larger players look to scale 

through acquisition of niche specialists

Date Target Investor Services

Jan 21 Modular/mobile units

Jan 21 Diagnostic imaging

Nov 20 Ophthalmology

Jun 20 Ophthalmology

Mar 20 Ophthalmology

Aug 18 Dermatology

Nov 17 Various clinical and diagnostic

May 16 Diagnostic imaging

Jan 16 Insourcing

Recent Private Equity Investments
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