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Abstract: Focussing on the period from 1948 to 199 paper examines the
history of rationing in the British National Healt®Bervice (NHS), with special
reference to the role of hospital accounting is tontext. The paper suggests that
concerns regarding rationing first emerged in tB60k and 1970s in response to
the application of economic theories to the hesé#ttvices, and that rationing only
became an issue of wider concern when the NHS asorgly came to resemble
economic models of health services in the early0$9%he paper moreover argues
that, unlike in the US, hospital accounting did mud&y a significant role in
allocating or withholding health resources in BritaRudimentary information
systems as well as resistance from medical prafesls are identified as
significant factors in this context.
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I ntroduction

The cost of health care in many developed counisiésgh and rising. In Britain, for
example, the proportion of GDP spent on the NHSiha®ased from 3.5 % in 1950

to 8.2 % in 2010 (Harker, 2012Governments across the globe have adopted a range
of health-service reforms during the last 30 yearan effort to contain the costs of
health care. Accounting has played an importarg ol this context. In Britain, a
succession of governments has instigated a sequérieespital accounting reforms
including ‘management budgets’, ‘resource managémaeference costing’ and
‘payment by results’ since the 1980s (DHSS, 198#1D1989, 1997, 2002).
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Despite such sustained attempts to make healticesmnore efficient and economic,
it is frequently suggested that the central ambitd the NHS, namely the provision
of all beneficial health care free at the poinusé, is not sustainable. From the 1990s
onwards, a wide range of commentators have voioaderns regarding the rationing
of health care with many suggesting that it wagvitable’ (e.g. Coulter and Ham,
2000; Harrison and Hunter, 1994; New, 1997).

Against the background of such concerns, the ratgpof health care emerged as a
significant subject of social science research dkierlast two decades (e.g. Coulter
and Ham, 2000; Harrison and Hunter, 1994; Hunt@971Klein, Day and Redmayne,
1996; New and Le Grand, 1996). Whilst these stugresided significant insights
into the rationing of health care, two shortcomingshis literature can be identified.
Firstly, the extant literature has a strong focnghe present and future of health-care
rationing. Its history, alternatively, has attrattkttle attention from researchers.
Secondly, despite suggestions that hospital accau centrally implicated in the
rationing of health care in the USA (Fleck, 1987edton, Chua and Neu, 1997), the
role of hospital accounting in health-care ratignin the context of more socialised

health systems like the NHS remains largely unexplo

The present study seeks to address both of thesmeiyed shortcomings by

examining the history of health-care rationing lve tNHS with special reference to
the role of hospital accounting in this context.eTétudy focusses on the period
between the creation of the NHS in 1948 and thetiele of a Labour government in

1997, which put a (temporary) halt to the marketdohhealth-service reforms the
departing Conservative administration had introdutem the 1980s onwards. The
next section discusses extant literatures on health rationing and hospital

accounting, as well as the methodology employedhiy paper. The subsequent
section examines the history of rationing in the SNHetween 1948 and 1989. It
argues that concerns regarding rationing first gexakin response to the application
of economic theory to the health services but resthisubdued as neither the
behaviour of patients and doctors complied withghedictions of economic models.
Hospital accounting only played a marginal rolerationing debates as well as in
NHS resource allocation processes more generalg. fiext section suggests that

wider concerns regarding the rationing of healtfega Britain emerged against the



background of the Working for Patients reforms (DAd989), which sought to recast
the NHS in the image of economic theories of heeadtre. It also suggests that the
government’s ambition for accounting to play a cantole in allocating health-care
resources failed to materialise due to deficienaeBlHS information systems and
unwillingness among medical professionals to engetiefinancial information. The

final section summarises and concludes the paper.

Literature Review and M ethods

Health-care rationing and hospital accounting haiteacted considerable attention
from academics over the last two decades. Thisoseoffers brief introductions to
these literatures with an emphasis on historiaadies, followed by an overview of

the methods employed by the present study.

Rationing Health Care

The rationing of health care, which Schmidt (200&fines as policies that cause
patients to ‘forego medically beneficial treatmemithin a collectively financed
(insurance or tax-based) system of health careigoov (p. 970), emerged as an
important theme in British health-policy discourseghe 1990s. In close succession
to each other, a large number of books and artwée published on this subject (e.g.
Coulter and Ham, 2000; Doyal, 1997; Harrison anchtey 1994; Hunter, 1997,
Klein, Day and Redmayne, 1996; New and Le Gran8g1Weale, 1998). Written by
economists, doctors and social policy experts,ually all of these contributions
suggested that the rationing of health care wasviiable’. It was argued that due to
factors like ageing populations and advances inicakédechnology, demand for
health services would necessarily outstrip supphpiv a system in which care was
provided free at the point of use (e.g. Coulter Hagh, 2000; Hunter, 1997; New and
Le Grand, 1996).

Academic work in this area has been firmly focuseadthe present and future of
health-care rationing. Its past, alternatively, higacted relatively little interest from
researchers. A few of the contributions cited abbese, however, offered brief

accounts of the historical development of healtteceationing as part of wider



examinations of the topic (Hunter, 1997; Klein, Cayd Redmayne, 1996; New and
Le Grand, 1996). These sources suggested thaatioming of health services was
not a recent phenomenon but one of the definingracheristics of the NHS
throughout its history. They argued that cash-kohibudgets and tight expenditure
controls meant that the NHS was a ‘monument tatutginalised scarcity’ virtually
from day one of its operation (Klein, Day and Regineg 1996, 37; New and Le
Grand, 1997). Yet, despite such severe resourcstraamts, these studies noted that
‘there was little — if any — public discussion ationing’ in the early decades on the
NHS (Klein, Day and Redmayne, 1996, 40; Hunter, 79Il three historical
accounts examined this apparent contradiction ketvgegnificant under-resourcing
and the absence of concerns regarding rationingy Explained this absence by
suggesting that medical decisions served as andintioning mechanism (Hunter,
1997; Klein, Day and Redmayne, 1996; New and Len@ra996). More specifically,
it was argued that their expertise allowed doctorsreate ‘the illusion that decisions
about whether or not to treat a condition and hoerewthe result of clinical
considerations rather than resource constraintsh{ét, 1997, 38). The slow adoption
of the expensive but potentially life-saving teclugy of renal dialysis, for example,
was explained in terms of the benefits of concéingamedical expertise in a small

number of specialist treatment centres (Klein, Bag Redmayne, 1996).

The detailed consideration of the absence of cascergarding rationing offered by
these studies was not matched by a similarly trgivaaxamination of early discourses
on rationing in Britain. Klein, Day and Redmayn®%6) briefly noted that rationing
was first explicitly discussed by Powell (1966) autbsequently the subject of a book
by Cooper (1975), before suggesting that neithertridmution resonated with the
British public. Hunter (1997) and New and Le Grdh@96) did not discuss the initial
emergence of British discourses on rationing at &l a result, whilst providing
insights into why rationing was not perceived asignificant problem before the
1990s, these three historical accounts tell uke lebout how concerns regarding

rationing first emerged in the UK.

Hospital Accounting



Since the 1980s, the hospital has been a signifssenfor accounting research. Much
of this research has adopted case study approach®samine the effects of ‘New
Public Management’ (NPM) reforms on hospitals, dotand their patients (e.qg.
Chua, 1995; Jones and Dewing, 1997; Kurunmaki, 206wvellyn and Northcott,
2005; Lowe, 2000; Lowe and Doolin, 1999; Prestonpper and Coombs, 1992).
Consistent with calls to extend historical studies accounting beyond their
traditional focus on business organisations (e.gjeM Hopper and Laughlin, 1991;
Walker, 2008a, 2008b), hospital accounting alsorget as a subject of historical
inquiry from the 1990s onwards (e.g. Bracci, Masd Vagnoni, 2010; Gebreiter,
2015; Holden, Funnell and Oldroyd, 2009; Jacks®1,22 Jackson et al., 2013; Jones
and Mellett, 2007; Preston, 1992; Robbins and leaps2008; Robson, 2003, 2007,
Samuel, Dirsmith and McElroy, 2005). The resultiiigrature developed a strong
focus on examining the relationship between hokpdeounting and a wide range of
factors in its social and institutional environmdrbr example, a series of articles by
Robson (2003, 2006, 2007) investigated how ‘domntimnadividuals’ such as Henry
Burdett and Joseph Edmund Stone, institutions the King’'s Fund, and wider
‘political and economic forces’ have shaped Britigdspital accounting between the
late 19" century and the mid-1970s. Other studies have Eamhow notions of
philanthropy and morality (Holden, Funnel and Oidto 2009; Jackson, 2012),
developments in economics and engineering (SarBirinith and McElroy, 2005),
varying levels of government interference (ScotcKihnon and Harrison, 2003) and
changes in social organising principles (Jones Medtlett, 2007) have affected the

historical development of hospital accounting pas.

The resource constraints experienced by healthcesraround the world also form an
important element of the social and institutionantext of hospital accounting
practices. In particular, the rising cost of heaémnvices, which is often attributed to
technological progress and ageing populations fieagiently been discussed by the
extant literature in order to contextualise, explajustify or promote hospital
accounting reforms (e.g. Cardinaels and Soderst2®i3; Chapman, Kern and
Laguecir, 2014; Hopwood, 1992; Jones and Mell€Q72 Kurunmaki, Lapsley and
Melia, 2006; Lapsley and Schofield, 2009). Desghe high profile that it has
enjoyed in public-policy debates over the last felcades, rationing and its

relationship with hospital accounting have receilesk attention from accounting



researchers, historical or contemporary. Only ttuglies, both of which focussed on
the role of DRGS in rationing health care in the USA, have addmsbis issue.
Fleck (1987), a philosopher, suggested that theodottion of DRGs in 1983
provided the US government with an ‘invisible’ maaism for rationing health care.
He argued that DRGs allowed the government to ieeadnd privatise politically
sensitive decisions regarding the allocation oé-fpifolonging resources. Preston,
Chua and Neu (1997) similarly suggested that th@daction of DRGs effaced the
political nature of rationing decisions. They argubat the DRG system acted as a
‘black box’ in the sense that it provided an ‘ingaible’ rationing mechanism that was
‘little understood by most actors and generallyidwed to be correct’ (p. 159). The
role of accounting in rationing health care beytmel United States however remains

largely unexplored.

This paper pursues two objectives. Firstly, it aitbsre-examine the history of
rationing in the NHS. Unlike previous histories this subject, which have focussed
on explaining why rationing was not perceived gw@blem in the early NHS, this
paper examines how concerns regarding rationisg) éimerged in Britain during the
1960s and 1970s, and how they proliferated in 8804. Secondly, the paper seeks to
examine the potential role of accounting in ratignhealth care in the British NHS
and thereby extend our understanding of this is®yend the specific context of the

USA, where previous studies on this topic wereteda

In pursuing these two objectives, the paper drawsaorange of documentary
materials including books, reports and governmenblipations as well as
professional journals such as tiBritish Medical Journal The Hospital, The
Accountantand The LancetThese professional journals were particularlyezlifor
the purposes of this paper as they provided amomtis record of debates regarding
health-care funding, rationing and accounting tghmut the period investigated.
Whilst this record was necessarily partial, it eefed a wide variety of perspectives
including those of accountants, health economibisspital administrators and
medical professionals. Contributions which concdrtigemselves with health-care
rationing, resource allocation, hospital accountamgl related topics were selected

from the sources listed above and analysed.



Resour ces, Resour ce Allocation and Rationing in the NHS 1948 - 1989

This section examines the history of resource atlon and rationing in the NHS
between its creation in 1948 and the publicationthef Working for Patients White
Paper (DoH, 1989). The next sub-section focussesthen history of resource
allocation generally, whilst the subsequent sullisedocusses specifically on the

small number of explicit references to health-cat®ning during this period.

Resources and Resource Allocation

On 5 July 1948, the vast majority of British hoafstentered into public ownership to
form the NHS. From this day onwards, all Britishzg@ns would have access to health
care on the basis of need rather than their atbdifyay. Despite making medical care
available free at the point of use to the entirpypation, the then government and
other commentators were not concerned by the ogslidations of nationalising the
health service. Following the reasoning outlinedthe Beveridge Report, it was
widely believed that providing free access to trealire would cure existing disease
and prevent future disease (Beveridge, 1942). Himmalised service would make
people not only healthier but also more productiilee cost of the service to the
Treasury, initially estimated at approximately £ab€r the financial year 1948/49,

was thought to remain constant or even decreatbe ifuture.

It soon became apparent that the government hadresttmated the costs of the
newly created health service. By 1949-1950, thé obshe NHS had increased to
£359m. The higher than anticipated cost of theiservaused great concern amongst
politicians, doctors and accountants. Controllihg tost of health care became the
most pressing health policy issue of the early $930 1950-1951 the government
introduced a number of measures which it hoped avbalve an immediate effect on
health-care costs. These measures included thesitigmoof a cash limit on the NHS
budget and the introduction of charges for dentuspsctacles and prescriptions. In
addition to these rather crude measures, a widgerahcommentators called for the
adoption of cost accounting in the hospital seriB&J, 1952; The Accountant
1952; The Lancet1952). According to these commentators, a departah hospital

costing system modelled on those used in induswyldv provide for efficiency,



economy and cost control in the nationalised hakgiérvice. In response to these
suggestions, the Ministry of Health (MoH) commisgd four reports on hospital
costing in the early 1950s (King's Fund, 1952; Mdt955; Nuffield Trust, 1952;
RHBT, 1952), which paved the way for the nationwitkeoduction of a departmental
costing system in April 1957.

Concerns regarding the cost of health care remaiggdficant until 1956, when the
Committee of Enquiry into the Cost of the NHS, whithe government had
commissioned in 1953, published its report (Gudieth, 1956). This report suggested
that the steep increases in health expenditurengluhie early years of the NHS did
not reflect any fundamental flaws in the economiability of the service but had
been caused by general inflation and a back-logdehand for dentures and
spectacles. The report concluded that the NHS reterefficient use of the resources
dedicated to it and recommended that capital expeedin particular ought to be
increased rather than decreased. The findingseo®thillebaud Report put an (at least
temporary) end to concerns regarding the cost altiheare and both main political
parties promised to increase health expenditusaladequent general elections (Klein,
2006). The departmental costing system was intredlucto the NHS in 1957, a year
after the publication of the Guillebaud Report.tRdrecause concerns regarding the
cost of health care had subsided by then, andypdu# to the perceived limitations of
the system, departmental costing did not go on lay @ central role in the
management of the NHS in general, or in resouroeation decisions in particular
(c.f. Bourn and Ezzamel, 1986; Robson, 2003). Diapartal costing was criticised
for being over-elaborate and unresponsive to tieel:ief administrators (Hunt, 1961,
Langley, 1961). It was moreover criticised for ggong focus on administrative
efficiency and its inability to account for the tasplications of clinical decisions,
which were increasingly highlighted as the ultimdt®vers of hospital costs from the
mid-1960s onwards (e.g. Feldstein, 1967; MoH, 198&¢ control of expenditure in
the NHS was exercised by means of fixed macro kdadgdilst local resources were
allocated on the basis of clinical decisions, whigkere beyond the scope of
departmental costing and whose autonomy ‘remaiaemsanct’ (Robson, 2003, 117;
Gebreiter, 2015).



From the 1960s to the 1980s, NHS expenditure espesid several periods of high
and low growth depending on the general economigatbn and government
spending priorities. The general trend in healthegxliture was, however, upward as
the cost of the NHS to the Treasury increased fBob% of GDP in 1960 to 5% in
1980 (Harker, 2012). Concerns regarding the allogadf funds within the service
emerged at various points during this period, mustably in the 1970s. New
approaches towards resource allocation were camesict both the macro- and the
micro-levels. Hospital accounting would come toyplatually no role at the macro-

level and a small but increasing role at the miexael.

With regard to resource allocation at the macrellewy must be noted that the share
of the NHS budget allocated to England’s 14 Redibtealth Authorities had initially

been based on the regions’ hospital expenditu@ poi nationalisation. As a result,
affluent areas in the south of the country werecalled a relatively higher share of
NHS resources than were poorer northern areasatibnitinked budget increases
perpetuated this discrepancy during the 1950s &&fdsl In 1976, the government
accepted proposals by the Resource Allocation WigrKarty which outlined a new
allocation mechanism based on standardised mgrtadiios (DHSS, 1976). This

mechanism was thought to ensure that NHS funds dvbelallocated according to
regional health-care needs rather than historicéhcedence. The Working Party

made no reference to a potential role for hospitalounting in this context. Others
noted that emerging accounting technologies lipecsalty costing’ could have been
used to adjust regional health budgets for patiefks were referred for treatment at
hospitals pertaining to other health authoritieg.(agee and Osmolski, 1978). This

approach was, however, not widely adopted.

Hospital accounting was to play a more prominem¢ o the context of resource
allocation at the micro level. Starting with thebpaation of the Cogwheel Report
(MoH, 1967), there was an increasing emphasis enrésource implications of
individual clinical decisions in the NHS. Suggesscemerged that doctors ought to
become more conscious of the costs associatedtieih choices. Consistent with
these suggestions, a number of experiments werducted with costing systems
whose aim was to provide clinically relevant caogbrmation to doctors during the
1970s (e.g. Babson, 1973; Coles, Davison and Wiskih976; Russell, 1974). Coles,



Davison and Wicking’'s (1976) contribution attract@articular attention, as it

suggested that the introduction of clinical budgatsWestminster Hospital had
resulted in significant clinician involvement andst savings. Expectations were
raised that accounting would come to play a centld in the micro-allocation of

health resources. However, Coles, Davison and \Wigki(1976) findings could not

be replicated at other hospitals and the productidnclinically-relevant cost

information remained restricted to a small numbleexperimental sites during the
1970s (DHSS, 1978; Perrin, 1978).

As low economic growth, high inflation and growiegcial unrest culminated in the
‘winter of discontent’ of 1978-1979, Britain eledtea Conservative government
which, inspired by neo-liberal ideas, envisionedlt thccounting would play a central
role in micro-level allocation of NHS resources.eTgovernment’s vision of a
reformed health service was articulated by the NW&hagement Inquiry (DHSS,
1983), which was conducted by Roy Griffiths, th@uly chairman of a supermarket
chain. A central recommendation of the Griffiths pBg¢ was the creation of
management budgets, a form of clinical budgeting. dim was to highlight to
clinicians the cost implications of their decisicensd to engage them with resource
management. Management budgets were trialled attést sites across England but
received only a ‘lukewarm’ reception by cliniciangsho criticised the cost
information at the heart of management budgetingcagde’ and ‘unacceptable’
(Stewart, 1984, 731-732). In 1986, the governmewt to abandon the four test sites
and the label ‘management budgets’ as initial scspt amongst local clinicians had
turned into outright hostility (DHSS, 1986). Witmall modifications, and re-branded
as the ‘resource management initiative’, manageredgjeting experiments resumed
at other locations (e.g. Perrin, 1988; Preston,pgéo@and Coombs, 1992). Alongside
medical audit, the empowerment of patients andsearation of purchasers and
providers of health care, the government envisiotieel resource management
initiative to form one of the central pillars ofettpost-Working for Patients NHS
(DoH, 1989).

Rationing
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Having briefly discussed the history of resourdedcation in the NHS between 1948
and 1989 in general terms in the previous subectihe present sub-section
focusses specifically on sources which discusseddttireare rationing in explicit
terms during this period. As noted by previousdriss (Hunter, 1997; Klein, Day
and Redmayne, 1996), these were small in numbex.VEhy first author to address
this topic was Enoch Powell, a Conservative paditicand former Minister of Health,
whose convictions placed him on the right wing isf political party. At a time when
economists first started to apply their theoriesh® health services (Feldstein, 1967;
Klarman, 1965), and against the background ofatives to strengthen the role of
guantitative expertise in government (e.g. Fultt®68), Powell (1966) published his
reflections on the present and future states ofhébath services. Powell's (1966)
contribution included a chapter entitled ‘Supplgddemand’, in which he mobilised
these two concepts borrowed from economics to athae health care was being
rationed in the NHS. With regard to the latter ¢ two concepts, Powell (1966)
described as ‘absurd’ the ‘vulgar assumption [..dtttinere is a definable amount of
medical care “needed”, and that if that “need” weet, no more would be demanded’
(p. 26). Instead, he argued that there is ‘virfuald limit on the amount of medical
care an individual is capable of absorbing’ (Pow&866, 26-27). This ‘infinity of
demand’, Powell (1966) argued, was not mitigatedohbging mechanisms because
‘medical care under the National Health Serviceeisdered free to the consumer at
the point of consumption’ (p. 26). As a result, R4w1966) concluded, ‘supply and
demand are not kept in balance’ and ‘supply hasetoationed by means other than

price’ (p. 26).

Cooper (1975), the second writer to explicitly disg this topic, similarly borrowed
the notions of supply and demand to suggest trathheare was being rationed in the
NHS. In a chapter entitled ‘The need to ration’ 46), Cooper (1975), a trained
economist, elaborated Powell's (1966) suggestidrag & combination of almost
infinite potential demand for health care and thevision of health services free at
the point of use would inevitably result in ratingi Cooper's (1975) specific

argument follows:

Rational economic behaviour dictates that an inidial faced with a zero price (free)

commodity or service will consume it until furthesnsumption yields him or her no
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further utility — that is until he has no furtheseufor it. In the case of health this is
likely to approach infinity or at any rate so higlevel of consumption that is may as
well be infinity. (pp. 46-50)

The supply of health services, alternatively, wesnStrained by the size of the
current national tax receipts and the health selwishare of them’ (Cooper, 1975,
50). Since, in a service free of charge at the tpofnuse, this mismatch between
supply and demand could not be resolved by meanmioé mechanisms, Cooper
(1975) echoed Powell (1966) by concluding thattte NHS rationing must take

place in some other manner’ (p. 50).

As demonstrated by the above paragraphs, thesfiiggestions that health services
were rationed in the NHS were derived from econotheory. According to the

teachings of economics, there was virtually notlitnithe amount of health services
that ‘health-care consumers’ would demand in theeabe of price constraints. No
health service, however well resourced or organisexlld be able fulfil such an

infinite demand for health care. As a result, tagoning of health care was not only
deemed commonplace in the NHS but also inevitakie. real NHS, of course, was
populated by patients rather than ‘rational congsm&ho] go on demanding health
care until its “marginal utility” approaches zer@ooper, 1975, 25). Even Cooper
(1975) recognised that British patients were exélgnneluctant to adopt the role of

health-care customers:

Few people think of themselves as potential custsrokthe [health] system. When
they are customers they are too ill, and when thaye recovered they are too
relieved to and thankful to complain. [...] People anaware of what is technically
possible. They are unaware of the gross inequalitieprovision and, for the most

part, have gratefully accepted whatever they haued. (p. 93)

More generally, British patients ‘demanded’ veryldi of the NHS. They displayed
‘passivity in the face of long waiting lists’ (Frieel, 1992, 13) and a general attitude
towards the health service which Klein (1984) chemased as ‘deferential’. A.
number of commentators suggested that such behavieflected the origins of
British hospitals as charitable or Poor Law insiins (Frankel, 1992; Powell, 1966).
Aaron and Schwartz’s (1984) observation that theSNwhich covered approximately

12



50 million people, only received a total of 2809lpnactice claims during the first 25
years of its existence provides a further indicatioat the early NHS served passive

and deferential patients rather than rational hezdre consumefs.

In the real NHS, demand for health services was deiermined by consumer
preferences but by clinical decisions. During tinst ffew decades of the NHS, such
decisions were perceived as an art, which depeabede all on the skill, intuition

and experience of the individual clinician (e.g.m&trong, 1977; Gebreiter, 2015).
They were subjective, local and inseparable froendimician taking them. Patients
generally accepted clinical decisions unquestidgingartly because of the great
prestige and authority doctors commanded, andypaettause the doctrine of ‘clinical
freedom’ was seen to guarantee that doctors puintbeests and well-being of their
patients above all other considerations (e.g. E8%,1). The ultimate decision on who
to treat, and who not to treat, was therefore tkeusive preserve of individual

medical professionals.

It is this ability to provide or withhold treatment the basis of subjective clinical
judgements which later sources argued was at tlet lnd a system of implicit
rationing during the early decades of the NHS (dwgter, 1997; New and Le Grand,
1996). Sources from the 1970s and 1980s suggesthdaxtent to which medical
practice was affected by resource constraints haddegree to which doctors were
complicit in such implicit rationing mechanismsléss clear-cut. Cooper (1975), for
example, noted that doctors showed little awareredssheir supposed role in
rationing health care. A study by two American eeshers (Aaron and Schwartz,
1984), which suggested that health care was beatigned in Britain because
utilisation rates of various treatments and diagjnd®ols were significantly lower
than those in the USA, also found conflicting evice regarding the role of British
doctors in rationing. Based on interviews with @evrange of doctors, they suggested
that whilst some felt that resource considerationpinged on their practice, the
majority indicated that their decisions to withhdidatment were made exclusively
on medical grounds. Aaron and Schwartz (1984) didtake the latter suggestions at
face value. They argued that ‘British doctors séemseek medical justifications for

decisions forced on them by resource limits’ anat,tlmost subconsciously, these
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doctors ‘gradually redefine standards of care s they can escape the constant

recognition that financial limits compel them toldss than their best’ (p. 101).

This assessment was only partially shared by K{&884), a British health policy
researcher, who reviewed Aaron and Schwartz's bfwokthe British Medical
Journal Klein (1984) criticised that the book appeared dperate under the
assumption that the USA provided the ‘optimum lewélhealth care, hinting that
differences in treatment rates between the UK a8d Qould be a function of over-
treatment in the USA rather than rationing in th€.1He moreover suggested that
decisions to withhold treatment in Britain were @mich reflective of clinical

preferences as they were of resource constraints:

[Dlifferences in the medical cultures of BritaindaAmerica are at least as important as differemtes
the availability of resources. The two are, to atest, linked. A humane, clinical conservatism in
Britain both sustains and is, in turn, reinforcgdcbnstraints in resources. A heroic, aggressiyie sif
medicine in the United States helps to explain & @&mturn, to compound — the high rate of spending
(Klein, 1984, 143-144)

The evidence presented in the above paragraphsidpsovsome support for
suggestions that doctors were complicit in an ioip8ystem of rationing. It however
also raises the possibility that the relatively llewels of health expenditure in the UK
(as compared to, for example, the USA) reflectdtertint incentives and a more
conservative clinical culture. Where the balance batween those two arguments
cannot be determined with any degree of certitudeth® basis of the available
evidence. What can be said with more confidenceeler, is that there was very
little public debate on rationing in the NHS duritige first four decades of its
existence (cf. Klein, Day and Redmayne, 1996; Hurit897). Neither doctors, nor
patients, nor the wider British public perceivetiaing to be a significant problem.
At a time when the health services were charae@rtsy powerful, confident and
autonomous doctors as well as trusting, passive daferential patients, concerns
regarding health-care rationing were largely restd to the minds of a small number

of economists and American commentators.
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No reference was made to hospital accounting ity eantributions on the subject of
rationing in Britain. More generally, accountingapéd virtually no role in allocating
funds within the NHS at the macro-level (DHSS, 19&hd only a tentative one at
the micro-level (e.g. clinical budgeting). In a tralised, medically-dominated health
service, clinical decisions and statistical todke Istandardised mortality ratios were
perceived as the appropriate basis for allocatespurces at the micro- and macro-

levels respectively.

The Emergence of Wider Concerns Regarding Health-Care Rationing 1989-
1997

This section discusses three significant developsn&hich occurred in parallel in the
wake of the ‘Working for Patients’ White Paper (Dat989); namely the creation of
an ‘internal market’, the erosion of professionawer, and the emancipation of
patients. It argues that as a result of these dpuents, the NHS increasingly came
to resemble economic models of the health servitg# @ncerns regarding the
rationing of health care proliferated. The sectimoreover discusses the role of
accounting in this context, arguing that the gowent's vision of accounting’'s

playing a central role in allocating (and withholg) health resources did not
materialise due to professional resistance and maertdeveloped information

infrastructure.

Thelnternal Market

The central component of the health-service refasatned by Working for Patients
(DoH, 1989) was the creation of a quasi-markehfmspital services by separating the
‘purchasers’ of health care (i.e. Health Authosjiefrom its ‘providers’ (i.e.
hospitals). Under this system, which came to besknas the ‘internal market’, local
Health Authorities were to ‘contract’ out healthnsees to a range of competing
hospitals, including independent hospital trustd anivate sector providers. These
contracts would ‘spell out clearly what was regdiog each hospital in terms of price,
quality and nature of the service to be providé&bKl, 1989, 24).
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The government envisioned that hospital costingldvplay a two-fold role under the

internal market. Firstly, it continued to emphasiinical budgets and the associated
aim of engaging doctors in resource managementegstdols in increasing the

efficiency of hospitals (DoH, 1989; Health Serviddanagement; 1990; Coe-Legg,
1990). In consequence, the White Paper (DoH, 1p&2)ged to expand the resource
management initiative and by November 1991 alldaagute hospitals in England had
started to implement it (Scott, 1991). However, tbsting systems which supported
resource management were basic and, cruciallyndtdaccount for the quality of

clinical care which had traditionally been the pnpal concern of clinicians (e.g.

Dearsden, 1990; Green and Harrison, 1989). In cuesee, many doctors felt that
the NHS costing systems could not adequately stigheir decision making and,

with few exceptions (e.g. Moseley and Fairbankg92)9they remained reluctant to
engage with cost information in the 1990s (e.g.KBard, 1994; Jones and Dewing,
1997).

Secondly, the government envisioned that costirigramation would underpin the
newly created ‘market’ for hospital services (Dot889). Based on accurate cost
information, hospitals would bid for contracts wittealth Authorities, which would
then select the most competitive provider. Howewarch ambitions were not
compatible with the rudimentary information and towg systems operated by the
NHS in the late 1980s (e.g. Perrin, 1988). In otdemprove the costing information
supporting the internal market, the governmentugeta National Casemix Office,
encouraged the creation of Healthcare Resource prgi®anderson, 1992) and
published a succession of ‘Costing for contractmngnuals’ (e.g. NHS Executive,
1993a, 1994a, 1994b). Despite these efforts, tis¢ ioformation available to most
British hospitals remained relatively basic andhieao account for the quality of
medical care (NHS Executive, 1996) by the time ittoming Labour government
abolished the internal market in 1997. A study igd in the same year showed that
not one of more than 100 NHS purchaser organisagarnveyed was using the cost of
Healthcare Resource Groups as a basis for comga@CO, 1997). Rather than
relying on carefully-priced diagnostic groups, therchasing activities of Health
Authorities continued to rely on block contractsiethcovered a large and often fairly

ill-defined set of services.
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Although the contracting process largely failechiécount for the precise price, nature
and quality of the services provided, it did plesmme pressure on local Health
Authorities to be more transparent in the allocaid resources. As a result, during
the early 1990s, a number of authorities starteoutdish lists of health services that
they were unwilling to fund (BMA, 1995; Klein andeBmayne, 1992). Whilst these
lists consisted of marginal services like tattomogal and the treatment of bat ears,
they were a factor in bringing the issue of rathgnio the attention of the wider public
(cf. Klein, Day and Redmayne, 1996; Hunter, 1997).

Doctors

The decades that followed the creation of the NbiSaided with the ‘golden age’ of
the medical profession (Abbott, 1988; Starr, 198)oyed by medical breakthroughs
ranging from the discovery of antibiotics to therfpemance of heart transplants,
doctors were almost universally respected, trusiedl admired. However, from the
mid-1970s onwards, clinicians started to come uadkaick from a variety of angles.
Marxists denounced them as agents of capitaligsélhurses and other health service
employees grew more confident and vocal; epidergiste proposed that the
increases in life expectancy during the twentiethtary arose largely from public
health and welfare measures rather than clinicenmentions; and philosophers
argued that the ‘medicalisation’ of society had elanore harm than good (lllich,
1975, Klein, 2006; McKeown, 1976; Preston, Coopat @oombs, 1992).

In addition to these critiques, changes within thedical profession also started to
challenge the power of doctors. In particular, ¢heergence of new forms of medical
knowledge was of relevance in this context. As sstgd earlier, clinical knowledge
had historically been perceived to be subjective experience-based, and therefore
inseparable from individual doctors (Armstrong, 19%Gebreiter, 2015). From the
1970s onwards, there was increasing interest itistital approaches to clinical
practice, including Bayesian models for diagnostécision-making processes and
randomised controlled trials to assess the effentgs of a wide range of clinical
interventions (e.g. Bunker, Barnes and Mostelle9771 Cochrane, 1972). The
emergence of such explicit and universal notionsliafcal decision making implied

that medical knowledge could become accessibl®mectinical professionals.
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The diminishing status of the medical professios Wwath reflected in and reinforced
by government health policy in the 1980s and 199Q@%0 policies in particular
represented a challenge to professional power atshamy. Firstly, Working for
Patients called for the introduction of the mediaadit, defined as ‘a systematic
critical analysis of the quality of medical carecluding the procedures used for
diagnosis and treatment, the use of resources,tt@ndesulting outcomes for the
patient’ (DoH, 1989, 39). In the reformed NHS, gviospital doctor, including fully-
qualified consultants, would have their practicelitad (Bowden and Walshe, 1991;
DoH, 1989; Smith, 1990). Secondly, the governmebaraged the development of
clinical guidelines, documents which set out in sidarable detail how specific
diseases ought to be treated (e.g. NHS Executi983d). Such guidelines, the
government hoped, would inform clinical practicedaiorm the basis of resource-
allocation decisions (NHS Executive, 1996). Implici these two policies was, of
course, the suggestion that much of the clinicalkwzerformed across Britain was
sub-standard and in need of monitoring and/or ivg@ment.

The decrease in trust, prestige and autonomy afnébgical profession outlined in the
above paragraphs is argued to be a significanbrfantthe emergence of concerns
regarding health-care rationing during the 199@s.this environment, it became
increasingly difficult for doctors to determine titemand for health care by means of
implicit decisions under the mantle of clinical @ubmy. The wishes and choices of
patients would play a much greater role in thistert) as suggested by the next sub-

section.

Patients

The notion of the patient underwent significant raes in the 1980s and 1990s.
Against the background of an increasingly consushesbciety, the passive and
deferential patient of the post-war decades wowddplaced by a new, informed,
vocal and assertive type of health-care consunmes. Jonservative government was
sympathetic towards this development and the Wibdper (DoH, 1989) included a

number of policy initiatives aimed at supportindi@at choice.
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As suggested by Greener's (2009) history of consismein the British health
services, patients had historically very little ®oin the NHS. In theory, patients had
enjoyed the right to move to another general pirangr if they were dissatisfied, but
such action was neither encouraged nor common.t&€hdency was to change in the
post-White Paper NHS. Under the internal markeprigy will flow to where the
patients are going’ and hospitals would be incésgi to ‘satisfy the needs and
preferences of patients’ (DoH, 1989, 33). Patievasld be encouraged to consider a
wide range of options, ranging from ‘a real chdieéween GPs’ (p. 55) to purchasing

optional extras such as single rooms or persofegtienes when in hospital.

In addition to patient choice, the government hgjited that patients needed to be in
a good position to make their choices. Consistetit this, the White Paper (DoH,
1989) outlined the government’s ambitions to makede range of information about
the health services on offer available to patiemtsluding ‘indicators of hospital
performance which cover the quality as well as #fiéciency of the services
provided” (p. 36). Once in hospital, patients wowll$o get ‘clear and sensitive
information of what is happening’ and advice onrfical matters, such as the nature

of an illness and its proposed treatment’ (p. 7).

The government’s efforts to empower the users @fitheservices resulted in the
publication of the ‘Patient’s Charter’ (DoH, 199Which set out a range of rights and
‘encouraged individual patients to be more asseiitivtheir use of services’ (Ham,
1993, 2). Of course, many of the ambitions regaydliatient choice and information
outlined in Working for Patients and the Patie@tsarter remained just that. To this
day, the NHS is struggling to develop practicalf@enance indicators and many
patients still expect doctors to make choices oairthehalf (e.g. DoH, 2012).

However, a growing number of patients started sedgsheir choices and wishes in
the 1990s. A refusal to comply with those by dogtand health authorities was
increasingly denounced as rationing. The tragie adsChild B’ came to symbolise

both the increased confidence and assertivenepsti@ints and the rising concerns
regarding the rationing of health care in the 199Usild B was a 10 year old girl

suffering from acute myeloid leukaemia. After answecessful bone marrow
transplant, the girl was refused further ‘aggressiveatment by NHS doctors on

account of a low likelihood of success and the arable pain and discomfort she
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would suffer in the process. The girl’s father s&fd to accept the doctors’ judgement
and took the NHS to court, which, against the bemlgd of considerable media
coverage, ruled in support of the medical opinis.a result of the publicity created
by the case, a wealthy donor agreed to fund pritt@@tment of Child B, which

however proved unsuccessful (Hunter, 1997; New7199

As professional power declined, patients emanciptitemselves and a quasi-market
was created in which funds would follow the choicédhealth-care consumers, the
NHS started to resemble the models of health sesvicreated by early health
economists (e.g. Cooper, 1975). Doctors, under spres from a range of
constituencies including politicians, health ecorsimmand nurses, no longer had the
undisputed power and authority to regulate the daehfar health services. In the
post-White Paper NHS, demand was increasingly chéted by a new type of patient
who was encouraged by various government policiegeXpress her wishes and
preferences (DoH, 1989, 1991). These new patieotsonly wanted high quality
health care, but also wanted it promptly, on therims and at their convenience. They
would be the customers of the NHS, much like theyencustomers of any other
business, with the crucial difference that in altheservice free at the point of use, no
price constraints would apply. As the resourcesl@via to the NHS were unlikely to
increase significantly under the Conservative gorent, many observers believed
that the health service would not be able to accodate the new demands placed on
it by health-care consumers. In consequence, mamg ¢o see the rationing of health
care as inevitable (e.g. Coulter and Ham, 2000yistar and Hunter, 1994; New,
1997).

Similarly to the USA, where DRGs operated at tharhef health-care rationing
(Fleck, 1987; Preston, Chua and Neu, 1997), the ddkernment had envisioned
accounting playing a central role in allocatingwasdl as withholding, resources in a
post-Working for Patients NHS (DoH, 1989). Such diobs were frustrated by the
information infrastructure and the reluctance ofngnadoctors to engage with
accounting information in the NHS, both of whicheaargued to reflect the
historically nationalised and non-commercial natofethe service. Unlike in the
USA, whose fee-for-service tradition meant thatpitass had elaborate information

and billing systems in place (Preston, 1992), thiSNbossessed only modest abilities
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to record and price hospital activities in the [dt®80s. Despite considerable
investment in this area during the 1990s (e.g. NEX8Scutive, 1993a), the costing
systems of most NHS hospitals remained unablefgp@tithe contracting process, as
originally envisioned, by the time the internal ketrwas abolished (NCO, 1997).
The technical shortcomings of NHS costing systears martly explain why doctors
by and large failed to engage with cost accountifige cost information produced
was often not accurate or relevant enough in otdesupport medical decision
making. In particular, the inability of hospital st;ng systems to account for the
quality of medical care was frequently emphasised &ey deficiency in this context
(e.g. Dearsden, 1990; NHS Executive, 1996). Howetyer historical nature of the
NHS is also argued to constitute an important neagloy British doctors developed
little enthusiasm for accounting. In the USA, dostbad always been entrepreneurs
as well as clinicians, whose success depended &b o business skills as on
medical acumen (Starr, 1982). In the NHS, hospitaitors were salaried employees.
Emphasis was placed, above all, on clinicians’ medderformance. As a result, NHS
doctors, with only a small number of exceptiong.(&osley and Fairbanks, 1992),
neither had the skills nor the interest to engagk financial information (Buckland,
1994; Jones and Dewing, 1997).

Conclusions

This paper has examined the history of health-catiening in the British NHS with
special reference to the role of hospital accognitmthis context. With regard to the
history of rationing, it has traced the initial epence of concerns regarding health-
care rationing to the application of economic theoto the health services (Cooper,
1975; Powell, 1966). These sources suggestedrhaservice which was free at the
point of use, patients would demand infinite ameuoit health care. This study has
argued that, during this period, the NHS did notfoom to such theories as powerful
doctors rather than patients determined the denianchealth care. Health-care
rationing only emerged as an issue of wider soc@icern in the wake of the
Working for Patients White Paper (DoH, 1989), whatimed to weaken the power of
the medical profession, emancipate health-care urness and introduce market
forces into the British health-care system. In a@dSNwhich increasingly came to

resemble economists’ models of health services,omreped patients rather than
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medical professionals would determine the demantidalth care. It was against this

background that health-care rationing came to ba as inevitable in the UK.

The findings of this study suggest that the emeargesf concerns regarding health-
care rationing was not, as often claimed, an iablét consequence of ageing
populations and technological progress. Insteadioitld appear that such concerns
depend on very specific notions of patients, dactord their interactions which only
gained wider traction in Britain in response to tie®-liberal health service reforms
set out in the Working for Patients White PaperD©989).

Unlike in the USA, where DRGs were at the heamtesburcing and rationing health
care (Fleck, 1987; Preston, Chua and New, 199tharNHS, the role of accounting
in this respect remained limited between 1948 a®@71 British politicians,

administrators and health policy experts have piegadly looked towards accounting
as a mechanism for more effective resource allogath the NHS, but neither the
departmental costing system (MoH, 1955), nor varidinical budgeting experiments
(e.g. DHSS, 1983) or costing for contracting inities (e.g. NHS Executive, 1993a)
have fulfilled these aspirations. This research lsntified an under-developed
information infrastructure as well as apathy, if natright hostility, among doctors as
significant factors in this context and linked botii them to the historically

nationalised and non-commercial nature of the NHS.
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