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ACTUALITY IN HOSPITAL 

 

WOMAN: So your blood pressure’s not usually that high? 

 

MAN: No. 

 

WOMAN: No.  Okay, I will inform the staff nurse that .... 

 

URRY: The frail, the vulnerable, the elderly - more and more are 

filling our hospitals.  But as emergency admissions continue to rise, can hospitals carry on 

bearing the cost?  Tonight File on 4 looks at the financial consequences of too many patients 

and not enough beds. 

 

HOPSON: About a hundred of the two hundred and fifty trusts – 

about 40% - were either in deficit, would have been in deficit had they not had support, or were 

just above being in deficit, and our members are saying they’re under the greatest financial 

pressure they’ve ever been. 

 

URRY: While attention has been focused on waiting times and 

cancelled operations, is the real problem the way hospitals in England get paid?  We can reveal 

claims they lost more than half a billion pounds last year because of an NHS system called 
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URRY cont: Payment by Results, which actually penalises them for 

admitting more emergency patients. Some say it’s a system not fit for purpose. Is it forcing 

hospitals into debt and threatening to compromise patient safety?  

 

DOCKER: I believe that we are at the limit and we do try to keep 

quality up to the best that we can offer, but at the end of the day, the amount of money that the 

hospital is receiving is going to have an effect on what we can provide. 

 

SIGNATURE TUNE 

 

ACTUALITY IN OPERATING THEATRE 

 

DOCTOR: Right, so a bit of antiseptic to clean the skin. 

 

GEOGHEGAN: My name’s John Geoghegan, I’m a consultant trauma 

orthopaedic surgeon working in the Nottingham Shoulder and Elbow Unit.  At the moment 

we’re just preparing our patient for surgery and so she’s having her skin prepped, she has her 

drape on, it just takes a minute or two to get all the equipment set up.  We do an arthroscopy, 

which is looking around the shoulder joint, looking at the tendons, and we describe to the 

patient what we’re seeing so they can see what their problem is and what treatment we’re 

doing. 

 

ACTUALITY IN OPERATING THEATRE 

 

DOCTOR: Okay, so this is the socket here, take pictures.  That’s the 

ball .... 

 

URRY: We’re in Nottingham’s City hospital, where a woman 

with shoulder pain is in for an exploratory operation.  She’s having keyhole surgery under local 

anaesthetic. 

 

GEOGHEGAN: This operation will take approximately twenty minutes, 

the lady will be back on the ward hopefully in half an hour’s time or so, and within an hour will 

be having a cup of tea or coffee, to her choice. 
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URRY: Although it’s a relatively simple procedure, it still needs 

a lot of resources. 

 

GEOGHEGAN: Staff-wise, we’ll have an anaesthetist, there can be a 

trainee with the anaesthetist, there is an anaesthetic assistant.  From the surgical point of view 

we will have one scrub nurse, we’ll have a runner and usually another trained nurse as well.  

Typically, if we are doing arthroscopic cases of the shoulder, then we’ll do eight or more cases, 

so there’s all the arranging of having the kit sterilised, appropriate kit available, appropriate 

implants, beds, etc, so all this has to be planned weeks in advance to make sure that 

everything’s here. 

 

URRY: All this costs money and there are set fees.  For this 

operation, Nottingham would expect to get paid £1,896.  In England, hospitals get their income 

for procedures like this under a system called Payment by Results. Scotland, Wales and 

Northern Ireland all do it differently. Under PbR, Commissioners - typically groups of GPs - 

decide where they want their patient treated.  From their budget they pay hospitals for 

providing services to their patient.  But the rates, in the form of tariffs, are determined by the 

Department of Health.  Professor John Appleby from the Kings Fund health care research 

group, says it’s aimed at trying to make the money follow the patient. 

 

APPLEBY: Before Payment by Results came in, purchasers and the 

providers negotiated a price locally for the contracts that they issued and so on.  And it was 

decided that, rather than focus on and the efforts on negotiating prices, there should be much 

more of a focus on the quality of services provided, and why not have in a sense a menu of 

prices issued by the Department of Health.  So the Department of Health devised a series of 

prices for different sorts of operations and healthcare interventions.  The prices are set 

nationally across the whole of England, so a hip operation in London notionally is priced the 

same as a hip operation in Newcastle. 

 

URRY: In theory, that should work.  But what happens when the 

going gets tough?  How well does the system perform then?  

 

EXTRACT FROM TV NEWS 



-  4 - 

NEWSREADER: Close to collapse: doctors and NHS managers issue dire 

warnings about the state of Britain’s A&E departments.  At least a million more people visited 

Accident and Emergency in the past year alone, putting huge strain on staff and resources. 

 

URRY: The A&E crisis has seen more people coming into 

hospital unexpectedly.  And that’s had a knock-on effect for planned procedures, or elective 

surgery.  Payment by Results means hospitals lose money when they cancel operations. 

 

MOULDS: I was diagnosed with bowel cancer and had chemo and 

then due to regular blood tests, I was diagnosed again with, well, there was a spot found on my 

liver. I remember having my, one of my scans on Valentine’s Day last year and then was told 

that it needed an operation. 

 

URRY: 48 year old Gill Moulds lives at Grantham in 

Lincolnshire. Because her cancer had returned and spread, she was to have part of her liver 

removed.  That was supposed to happen in April 2012 at the Queens Medical Centre in 

Nottingham, the largest hospital in the East Midlands. Doctors had told Gill she would need 

some time in intensive care to recover. 

 

MOULDS: Went on 4
th

 April to have this operation, but I was told 

that obviously if there’s any emergencies, because they only have so many intensive care beds, 

there’s not a guarantee that it could go ahead that day.  Went to the ward and then had to wait 

in for about an hour or so and was told by one of the doctors that the operation wasn’t going to 

go ahead today. And I did have that in the back of my mind, I was thinking that, you know, it 

could get cancelled, and obviously you do get worked up for it. 

 

URRY: When you say you get worked up for it, you mean 

there’s a lot of psychological preparation? 

 

MOULDS: Yes, you do, you do.  You get prepared for it, and after 

having quite a few operations beforehand, you know what’s going to happen.  They gave me 

another date and I got another call that that was going to be cancelled, while I was at work.  

That’s when I became very upset and very angry. 

 

URRY: And were you given reasons for that? 
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MOULDS: Just that there wasn’t any intensive care beds. 

 

URRY: Gill Moulds had a life threatening disease. It was 

important to her and her family that she got prompt treatment.  But Nottingham’s hospitals 

were in crisis. Gill’s procedure was one of more than 2,300 stood down around that time.   

Next, her brother found out that the then Health Secretary was paying a visit to one of their 

local hospitals in Lincolnshire. 

 

SMITH: It was just a normal, I think it was a Tuesday morning,  

6 o’clock, and it said on the local news that Andrew Landsley would be visiting, opening the 

new maternity wing at Boston Pilgrim Hospital.  Went downstairs, looked at it, went back 

upstairs, got changed and thought, ‘Right, I’m going to Boston.’ 

 

URRY: Andrew Smith was determined to campaign on behalf of 

his sister and he managed to get a meeting with the Health Secretary. 

 

SMITH: And I waited from about twenty to nine in the morning 

until about ten to twelve and then there was a lot of activity at the reception area, and then the 

reporters and the BBC and film crews and everything were there.  They started then to 

interview me, and while I was being interviewed, out of the corner of my eye, Andrew 

Landsley’s personal PA came across to me and said, ‘Andrew Landsley would like a meeting 

upstairs with you in ten minutes if you’re willing to talk to him,’ at which point I was 

gobsmacked but said yes. 

 

URRY: So what took place at that meeting then? 

 

SMITH: Basically I asked him the questions, you know – if this 

was his wife/sister/daughter, would he be happy with the way that Gill’s been treated?  You 

know, what’s going to happen, what are you going to put in place so this stops right now? 

 

URRY: So what did he tell you? 

 

SMITH: He just said I would look into it and do his utmost to 

help Gill. 
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URRY: Did you learn what, if anything, he did after that meeting 

then? 

 

SMITH: No.  It was probably a half an hour meeting with him, 

reading through the notes, asking me questions, I was asking him questions and then I set off to 

travel back to Grantham.  Just as I was approaching Grantham on the radio in the van it was 

announced that Gill’s operation would go ahead at a private hospital. 

 

URRY: It looked as though it had taken the personal intervention 

of the Secretary of State to get Gill Moulds the operation she needed. 

 

MOULDS: That’s when I really really got my hopes up and thought 

yes, this is happening now.  But then got another call saying that that wasn’t going to go ahead 

because they hadn’t got the team together that they wanted for the operation, and then was told 

by somebody else that the reason the operation couldn’t go ahead at a private hospital was 

because they didn’t have intensive care beds there for my kind of operation. 

 

URRY: Well they must have known that in the first place, 

mustn’t they? 

 

MOULDS: Well, that’s what I thought, but I don’t know why that 

was said, but mentally it is very very straining.  You can’t really put it into words, you just feel 

like you can’t trust anybody and you just feel really let down.  When you’ve had cancer once 

and then it comes back again, obviously you need it dealt with quickly and you don’t know if 

it’s spread any further.  I mean, I was told that that time difference wouldn’t have made any 

difference, but whether it did or not, I don’t know. 

 

URRY: Gill finally had her operation on 7
th

 May last year.  Since 

then she’s been feeling well.  Nottingham University Hospitals NHS Trust says it’s been able 

to significantly reduce the numbers of operations it cancels, but it’s had to spend £4.5 million 

on extra resources to do that. Although the impact on patients is obvious, the effect of 

cancelling on hospitals is less well understood. With Payment by Results, if there’s no 

operation, there’s no payment.  Until this year, you could get paid if you rebooked the 

procedure at a later date, but you still lose out on costs of staff, operating theatres and other 
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URRY cont: overheads.  Now, though, unless patients are back in 

surgery within 28 days, you get nothing.  Chief Executive Peter Homa, explained what it cost 

them when matters came to a head last year. 

 

HOMA: With the onset of winter, we had lost resilience with the 

increased number of patients who required admission, there was a slight increase in how poorly 

patients were.  That therefore increased the length of stay.   And the combination of those 

effects meant that we had to use the beds that would otherwise be available for elective patients 

for their surgery, for emergency patients. In terms of the financial impact of cancelled 

operations in 2011/2012 we estimated we lost £4.8 million in terms of the income we would 

have received had we been able to provide the patients with surgery. 

 

URRY: But it’s actually much worse than that. The payment 

system delivers a double whammy in situations like this. 

 

ACTUALITY IN OFFICE 

 

URRY: As we’ve been doing our research here at File on 4  

headquarters, it’s become apparent that Payment by Results is one of the most complex public 

sector finance systems that there is.  So this next bit is going to take some explaining. 

Nottingham and others lose money when they cancel operations, even if the cancellation has 

happened because an emergency patient needs that bed.  But they also lose money on 

emergency patients, because the Department of Health has decided they’re only allowed a 

certain quota before a whopping 70% reduction of tariff kicks in. So, if an emergency patient 

beyond that quota is in a bed which has been freed up by cancelling someone else’s procedure, 

there’s no income for the cancellation and only 30% of the full cost for the emergency case.  

And there’s your double whammy. 

 

HOPSON: So what happened was a number of years ago people 

could see that the number of admissions coming into hospitals via A&E departments was 

rising. 

 

URRY: Chris Hopson of the Foundation Trust Network, the 

membership organisation for hospital trusts in England, says this vicious circle actually started 

life as a reasonable, high level policy objective.   
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HOPSON: So what people thought was, okay, well why don’t we 

try and incentivise hospitals to reduce the number of admissions that they’ve got coming in, 

why don’t we only pay them 30% of the cost of any patients beyond the level of patients they’d 

admitted in 2008/2009 and that that will incentivise them to have smaller numbers of people 

being admitted into hospital.  And the idea was that the money that was saved would then be 

reinvested in care closer to the community, so that there wouldn’t be so many people going to 

A&E. 

 

URRY: But, it’s not working.  

 

HOPSON: At some hospitals it’s had a huge impact.  They are 

having to open up new wards, they’re having to employ more staff, they’re having to do a 

whole load of different things to cope with the demand, but they’re only being paid 30% of the 

cost of doing that, and that is creating a huge financial problem.  For some of these hospitals, 

they really have now reached the tipping point where they are now going to go into deficit as a 

result of the 30% marginal tariff and they are going to be in significant financial problem. 

 

URRY: Back in Nottingham, they admit it’s challenging. Their 

emergency admission rates haven’t gone down - they’re up by 14% during the last three years. 

And according to Chief Executive Peter Homa, the policy has been costing them millions. 

 

HOMA: The average non-elective emergency tariff is in the order 

of £2,150.  Once we reach the 2008/09 threshold of patients, we get 30% of that, which is in 

the order of £645.  It is a significant reduction in the amount of income and this trust in 

Nottingham lost £8.5 million last year as a consequence of that, on top of the toughest financial 

year that we’ve ever had.  

 

URRY: £8.5 million? 

 

HOMA: Yes. So had we been paid the full 100% tariff, we 

would’ve received an extra £8.5 million. 

 

URRY: Are you in control of who you admit and who you don’t?  
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HOMA: No, we’re here to serve patients, both elective and non-

elective patients, often at the most difficult times of their lives, and that’s a very important 

responsibility that we discharge.  We aren’t able to deflect patients to other centres unless we 

don’t have the expertise to care for them, which is extremely rare.  

 

URRY: It’s not just Nottingham where this has been a problem. 

We submitted Freedom of Information requests to all England’s Acute Trusts. 109 responded. 

The replies reveal cancellations because of high numbers of emergency admissions rose by 

23% in the last three years.  This is happening at a time of unprecedented change in the NHS. 

Hospitals are facing other financial pressures from PFI deals, national wage settlements and 

tough efficiency targets.  So for those whose finances are precarious, a payments system with 

misaligned incentives could tip them over the edge. 

 

ACTUALITY ON WARD 

 

URRY: Who are we going to see here? 

 

MAN: Mr England. 

 

URRY: He’s just had an operation, this chap, hasn’t he? 

 

MAN: Yes. 

 

URRY: Hello.  What are you in for then, Mr England? 

 

ENGLAND: I’ve had a knee replacement. 

 

URRY: Okay.  You were supposed to be having this on Tuesday, 

weren’t you? 

 

ENGLAND: Well yes, but they were short of beds.  But I got in, I’m 

here, got it done, that’s the main thing. 
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URRY: This man’s surgery has been planned by his local 

hospital, Worcestershire Royal.  But the hospital’s not getting paid as much for this procedure 

as they did a few years ago, according to Chris Tidman, Director of Resources. 

In Michael England’s case then, how much will you get as a hospital, just in pure financial 

terms, for the procedure you’ve carried out here? 

 

TIDMAN: For Michael, we’d get about £3,700.  About two or three 

years ago, the price was much higher, it was about £4,500, so this is just an example of how the 

prices for treatment have been squeezed, partly because we’re much more efficient at how we 

get patients through the system, but partly because of prices just reduce year on year on year. 

 

URRY: Prices are falling partly because of the Government’s 

£20 billion efficiency drive for the NHS. The Department of Health uses a deflator on tariffs 

which here means they are going down by about 1.5% a year. It doesn’t sound much, but 

Worcestershire Acute Hospitals NHS Trust say that’s cost them £36 million over the last three 

years, a period during which they’ve struggled to break even.  Their last set of published 

accounts showed a credit balance of only £83,000.  

 

ACTUALITY OF TAKING BLOOD PRESSURE 

 

WOMAN: You’re probably a bit apprehensive about coming into 

hospital. 

 

MAN: Yeah. 

 

URRY: Yet the trust has strong demand on services at each of its 

three hospital sites. There’s a higher life expectancy locally than in some urban areas, and that 

means a significant population in their eighties and nineties, with all the health problems old 

age brings.  So there’s the additional burden of that, and to make matters worse financially, 

medics say they don’t get the right amount of money back if a patient in their care with 

multiple health problems develops complications.  And that happens more often with more 

elderly patients.  Consultant Surgeon Charlie Docker says he’s seen this in his specialties of 

trauma and orthopaedics. 
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DOCKER: There is a set fee for a particular procedure, which may 

have then some increase in the amount of fee to take into account, so other medical problems, 

but it’s not possible to be able to cover completely the costs that these patients will be incurring 

in their stay if they need to be looked after by other medical specialities, because it tends to be 

set at a base level for the primary procedure, and there would be a proportion of that if there are 

complications, but it won’t, in general, cover the costs that are incurred potentially for those 

complications. 

 

URRY: So it’s another tab you have to pick up? 

 

DOCKER: Indeed it is. 

 

URRY: You can’t not do this, can you? 

 

DOCKER: Exactly.  We’ve got a duty of care to the patients and we 

have to treat them as much as they need and to the best of our ability.  The money coming in 

may not cover the expense. 

 

URRY: With prices being driven down, and payment shortfalls 

in complex cases, Worcestershire has also had to grapple with the difficulties of the 30% 

emergency admissions marginal tariff during a tough winter. Director of Resources  

Chris Tidman says it’s increasing risk.   

 

TIDMAN: We’ve seen quite a huge increase in emergency 

admissions.  I think last year we were something like 7% up on the previous year and that is 

largely frail, vulnerable, elderly patients coming through the door that need a hospital bed. And 

we’ve also seen an increase in the winter vomiting bug as well, so Norovirus has been a 

particular issue for us. We’re not alone in that, but many hospitals have seen this over the 

winter.  Unfortunately, because many hospitals like ourselves have seen quite a big stepped 

increase in emergency demand, we can’t manage our costs within that kind of payment, so it 

leaves a lot of financial risk as well as clinical risk.  So recurrently we’re sitting on a funding 

gap at the moment of about £4 million.  
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URRY: That’s the amount they would have got, had the marginal 

rate not come into effect. But this 30% tariff isn’t quite as crude as it sounds.  The idea was to 

spend the 70% left over directly on providing better care for people in their homes and 

communities, so they don’t end up in the emergency system. The rules require a plan, agreed 

locally, to sort that out.  But that’s not been happening, according to Chris Tidman. 

 

TIDMAN: There has to be way of trying to get all of the various 

partners together to try and break the cycle of increasing emergency admissions, because in one 

sense it is a system failure.  All the parties - so the trust, the GPs, social care should sit down 

and decide how best to spend that money to avoid the patients being admitted in the first place. 

I think the difficulty is again in terms of the practical implementation, there hasn’t always been 

the governance set out to say how that happens, so the worry is, of course, that in some parts of 

the country that 30% is just being seen as a very cost effective way of buying care for 

commissioners rather than we have to set aside the full 100% and what do we do with that 

balance. So from my perspective, you know, whilst I know that there’s quite a lot of money 

that is being invested, seeing this discretionary 70% part hasn’t always been completely visible. 

 

URRY: So you don’t know how much is in this pot, then, or 

where it is? 

 

TIDMAN: No, no. What I know is at the moment, based on the 

increases we’ve seen in demand, the trust should’ve been paid about £6 million for the increase 

we’ve seen since 2008/2009.  We’ve probably been paid just under £2 million.  It’s not clear 

where that money is. 

 

URRY: File on 4 has had exclusive access to new research, 

carried out by the Foundation Trust Network, which represents all of the English NHS 

hospitals. It suggests Worcestershire’s experience is pretty typical.  The organisation has just 

completed a survey of its members to assess the impact of this 30% marginal rate.   

Chris Hopson, the network’s Chief Executive says the findings are troubling. 

 

HOPSON: 74% of our members have said that the money hasn’t 

been reinvested in just to prevent admissions.  And it also shows that 52% of our members 

haven’t been consulted about how that money should be spent, and we know why that is, and 
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HOPSON cont: that’s because the local Clinical Commissioning Group 

has been using it to prop up their core budget, it’s not actually been spent as it should have 

been spent on preventing people going to A&E. 

 

URRY: Is that a guess or do you actually know that’s going on? 

 

HOPSON: No, we actually know that.  We know that from several 

of our members who’ve said to us, ‘Well, yes, it would be great if the 70% money was spent, 

that’s what it should be spent on,’ but we know, we’ve spoken to the local Clinical 

Commissioning Group and they’ve said that they have to have that money to spend on other 

things.  96% of our members, NHS hospitals, believe that the use of this marginal tariff is 

preventing hospital admissions is simply not the case, it’s just not working.  We reckon that 

overall, hospitals in England are losing somewhere between £500 million and £600 million a 

year by not being paid the full cost of the patients that they admit through A&E. 

 

URRY: Half a billion pounds lost to hospitals at a time when 

demands on their services are going up. Emergency admissions increasing, instead of going 

down.  Not enough planning or spending to sort it out. The Foundation Trust Network is 

calling for the policy to be scrapped.  But for the Commissioning Groups, Dr Michael Dixon 

argues that the marginal rate helps to rebalance some of the financial inequalities that he sees 

between primary and secondary care. 

 

DIXON: It has been designed so that commissioning groups don’t 

suffer because they’re ever paying more for people going through the door of the hospital.  And 

you’re right, it has disadvantaged some hospitals, because it’s a very blunt instrument.  And 

therefore, hospitals where lots of people are going through the door of casualty are suffering 

and those where the historical number is about the same as those going in aren’t harmed. 

 

URRY: But on that part, so where’s the 70% of the money gone 

then that the hospitals didn’t get? 

 

DIXON: Well, I can tell you precisely where that money’s gone, 

it’s gone into all the other things that Clinical Commissioning Groups do in primary care and in 

health.  And if you want to talk about money spare, perhaps you should start looking at the 

surpluses that many acute trusts have built up over the past few years.  The, if you like, the 
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DIXON cont: Cinderella, the poor Clinical Commissioner has not been 

in a position to do that, and increasingly primary care unable to deliver the savings and the 

work that you’ve just spoken about. 

 

URRY: The way that money was supposed to be spent is 

supposed to be decided around the table locally, isn’t it, including hospitals, and yet we’re told 

by the Foundation Trust Network that half the hospitals have no experience of sitting down 

with partners like yourselves and working out what to do with that cash. 

 

DIXON: Well I think the Foundation Trust Network would say 

that and I would say that in their position.  The point here though is that the Clinical 

Commissioning Groups have got the money in the budgets, they must use them as appropriate, 

they don’t want to spend them on ever-increasing numbers of people going through casualty, 

40% of whom probably don’t need to be there in the first place.   

 

URRY: We wanted to interview a minister about growing 

concern that the policy is failing.  But the Department of Health told us no-one was available.  

A statement didn’t address any of the detailed criticisms either. 

 

READER IN STUDIO: The 30% marginal rate tariff was introduced to ensure 

providers of care and those that plan services are working closely together to prevent 

inappropriate hospital admissions by improving patient care outside of hospital. We recently 

strengthened this guidance following feedback from the NHS. 

 

URRY: But Monitor, the sector regulator, has been reviewing the 

marginal rate. Chief Executive David Bennett says it’s a good idea in principle, but he accepts 

it might not be delivering what was intended. 

 

BENNETT: The idea that a hospital has a fixed amount of capacity 

available to meet the needs of its local community and then you pay a variable amount for the 

actual number of patients who turn up is an entirely reasonable way to do it, but people quite 

understandably question whether the actual assumptions in the way the thing is operating at the 

moment are right.  This is something that we need to look at.   



-  15 - 

URRY: But it’s creating a cycle, isn’t it, of increased emergency 

admissions, because commissioners haven’t got any financial incentives if they’re getting care 

effectively on the cheap, at 30% of the cost? 

 

BENNETT: It’s not really true that it’s creating a perverse incentive 

for commissioners.  Commissioners actually face 100% of the cost; the 70% is taken away 

from them.  It should be .... 

 

URRY: Well it hasn’t been.  It’s been used to prop up their core 

budgets. 

 

BENNETT: No, it’s not clear what the 70% is being used for and this 

is a problem. 70% should be used to invest in services out of the hospital so that hospitals face 

a lower need to take emergency admissions.  It isn’t clear in many commissioning areas that 

that is what’s been happening, so what we need is a much more transparent process where 

everybody - and in particular the acute hospitals themselves - can see that that 70% is being 

invested in reducing their admissions. 

 

URRY: Well, does anybody know what’s happened to that 

money? 

 

BENNETT: I think the answer is different in different places, but 

there is not enough clarity overall about how it’s being spent. 

 

URRY: But that’s hopeless, isn’t it? 

 

BENNETT: It’s not good enough, we need to improve it. 

 

URRY: Those improvements may come as part of a bigger 

review of the whole Payment by Results system which Monitor is undertaking.  Central to that 

will be more emphasis on understanding hospital costs. According to Professor John Appleby 

of the Kings Fund, there’s been too much guesswork involved. 
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APPLEBY: There’s an issue about whether that cost data, which 

comes from individual hospitals, the degree to which it is accurate, so if you’re starting with 

costs which aren’t accurate, it’s very difficult to set accurate prices. 

 

URRY: Why the inaccuracies then with costing operations? 

 

APPLEBY: Well there are difficulties in actually in terms of the sort 

of financial and accounting systems within hospitals to accurately measure how much a 

particular operation costs.  We don’t always have the systems to get that data.  I mean, there’s a 

degree of guesswork that goes on.  It’s an art more than a science and sometimes the numbers 

are wrong.  

 

URRY: If you have a health economy that’s based on a 

marketplace and market principles, if you can’t pin your costs down, you’re on a hiding to 

nothing really, aren’t you? 

 

APPLEBY: It’s extremely difficult.  I mean, there certainly have 

been improvements for hospitals, even very basic things I have to say, not just the cost, but 

even just counting the numbers of patients they actually treat.  That’s certainly improved 

because of this system and certainly the costing has improved.  The question is, is it good 

enough and I think there are questions about that. 

 

URRY: In a system of such complexity, where not enough is 

known even about what things cost, there’s scope for more controversial ways of boosting 

income. File on 4 has heard allegations that some hospitals have been making bogus claims for 

money to which they are not entitled.  Much of the hospital administration for claims is done 

by specialist staff, known as clinical coders. It’s their job to analyse medical notes and assign 

codes to procedures. Although the coding is done for medical research purposes, the payment 

system piggybacks it. Computer programmes are used to help decide which payment group a 

patient comes under, and what tariffs the episodes of care attract.  Sue Eve Jones, Director of 

the Professional Association of Clinical Coders, says her members have been put under 

pressure to bend the rules. 
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JONES: We have seen some really awful examples.  One 

organisation, it’s been reported back to us, that actually there’s a policy of coding in a certain 

way, which actually isn’t in line with the rules, and the coding is then put through the payment 

system, because there’s a timeframe for the payment system.  Once that data has gone through 

and that timeframe is closed, the data will then be altered back, so that if it’s audited there isn’t 

going to be a problem.  Now as far as I’m concerned that’s nothing other than fraud, that is 

somebody actually purposely going about, manipulating the system, but knowing that they’ve 

got to change it back again or they will be picked up on audit. 

 

URRY: Are you going to tell me who that is? 

 

JONES: No, I’m not going to tell you who that is.  And as I say, 

these are very isolated examples.  I think really, if things go wrong, the far more likely cause is 

going to be coder error, data entry being wrong or it’s going to be traceable back to the case 

notes, because the information there wasn’t clear. 

 

URRY: It’s the commissioning bodies in the NHS which hold 

the budgets used to pay hospitals. They say they also recognise the problem. Dr Michael 

Dixon, President of the newly formed Clinical Commissioning Groups, gave File on 4 an 

example of hospitals taking advantage. 

 

DIXON: This was a case of a child who went into a casualty 

department and the junior doctor thought he might have chickenpox but wasn’t sure, referred to 

the registrar who then said yes, it was chicken pox and the child could go home, and the 

Commissioning Group got a bill for £1,200.  Now while foundation trusts can do that, the 

Health Service is going to go bankrupt for services that it didn’t need.  What we have to have is 

a system whereby that foundation trust is talking to the Clinical Commission Group and sorting 

out a system where probably that child with chickenpox doesn’t go to casualty in the first 

place, or if it does, it goes elsewhere for a fiver or a tenner.  If we have this absurd fantasy 

finance system, it’s going to so unbalance the system that we’ll end up not doing the right thing 

for patients. 

 

URRY: But how much of that is actually going on? 
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DIXON: Quite a lot.  I’m afraid the game playing continues and 

we’ve had it, for instance, with antenatal patients being counted as antenatal admissions and 

costing hundreds of pounds for a service that might have only taken a few minutes.  That is so 

demoralising for clinicians to be fighting turf wars like this, it’s very expensive involves lots of 

accountants and quite frankly it’s not what the Health Service should be doing.  

 

URRY: If that’s the case, you’d expect the regulator to be 

stepping in. Monitor’s Chief Executive is Dr David Bennett. 

Are hospitals gaming the system? 

 

BENNETT: In what way?  

 

URRY: Well, are they claiming for things that they’re not really 

entitled to?  Are they misdescribing things or miscategorising things in order to get a higher 

tariff and therefore more payment? 

 

BENNETT: I’ve seen no evidence of that. 

 

URRY: We hear evidence from coders, from clinical 

commissioning groups that hospitals are at least pushing the boundaries of what’s acceptable. 

 

BENNETT: Well they should not be miscoding and hospital 

management absolutely should not be putting pressure on the coders to miscode - that would be 

absolutely wrong.  If an individual trust is struggling to cope with the level of revenue it’s got, 

it needs to talk to its commissioners in the first instance, and if it’s a foundation trust and they 

can’t solve its problems, it needs to come and talk to us.   

 

URRY: Again, we would have liked to have questioned a 

minister about this, but no-one would appear on the programme.  So, if hospitals in England are 

arguing that the payment system is causing them undue stress at a time when other financial 

pressures are also bearing down on them, what’s the scale of the problem?  Chris Hopson of 

the Foundation Trust Network argues it’s greater than that which official figures suggest. 

So how many trusts are actually in financial difficulty of one kind or another? 
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HOPSON: The way the NHS tends to measure this is by saying, 

‘Did the Trust at the end of the year make a surplus or a deficit?’  And if you go to the last year 

for which we have figures, which is 15 months ago - the end of 2011/12 - what we know is that 

thirty-one trusts and foundation trusts were in deficit.  We know that a further fifteen would 

have been in deficit had they not been supported by the system, and we also know that a further 

fifty-one had a surplus of less than a £1 million.  So if you add up all of that together, it’s about 

a hundred of the 250 trusts, about 40% were either in deficit, would have been in deficit had 

they not had support or were just above being in deficit.  Now that’s an indication of the 

pressure the system’s under and we know that since those figures were published, that was 

fifteen months ago, we know that more people have come under more pressure, and our 

members are saying they’re under the greatest financial pressure they’ve ever been. 

 

URRY: Are ministers getting to grips with the details of these 

problems? 

 

HOPSON: The words Payment by Results system and ‘national 

tariff’ are not words or concepts that you normally hear ministers talking about, because there’s 

a huge degree of complexity here and it tends to be one of the things that in a sense is below 

their radar and is passed off to, you know, some of the detailed public bodies and agencies 

inside the health world. But I think one of the things that probably needs to change is ministers 

need to realise that if there is going to be a growing financial crisis in the NHS, this is an area 

where they all need to kind of get to grips with the detail. 

 

URRY: Monitor disputes the Network’s assessment of its 

members’ difficulties, arguing most are not under excessive pressure, even if some are living 

on slim margins. But it has recognised the need for payment reform.  Chief Executive David 

Bennett says it’ll take time to get that right. 

 

BENNETT: One of the problems with changing the payment system 

is to do it properly you need to get these costs understood better and that takes a while.  For 

most hospital trusts, their revenues are enough to cover their costs, so we must be careful not to 

start making individual changes, which might make perfectly good sense on their own, which 

then destabilises the system overall, so it’s going to take a few years for the necessary changes 

to come through. 
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URRY: I mean, if you’ve got the same system in place this 

winter and you have this cycle of hospitals losing money on admissions, admissions continuing 

to go up, the remainder of the money that the hospitals get not really being spent, or nobody 

seems to know where it’s being spent, but there’s certainly not a great deal of evidence that it’s 

been spent on community facilities to alleviate the pressure on hospitals, then you’re going to 

be in more trouble, aren’t you? 

 

BENNETT: We need to work hard to try to make sure there is not 

more trouble this winter, as you put it, and we do have to worry about the risk that any further 

pressure on these trusts will tip them over, so we are paying increasing attention to those that 

are closest to having a problem and trying to make sure that they are doing what they can to 

address the problem within the trust themselves.  But yes, in parallel, we need to look at 

whether the pricing system is supporting them in the right way. 

 

URRY: And that’s not going to change until 2015 at the earliest. 

Some of those running England’s hospitals are now worried about how they’ll cope unless 

something is done to ease the strain on emergency admissions. Chris Tidman, Director of 

Resources at Worcestershire, says making sure money is spent where it counts is at the heart of 

that. 

 

TIDMAN: What we’re clear on is we can’t go through another 

winter like that, so the system has to come up with a different way of managing for the winter 

ahead without a doubt, and the financial systems have to be aligned around that. 

 

URRY: Is this why patients should be caring about this issue, not 

just directors of finance? 

 

TIDMAN: Absolutely, I mean it isn’t just about finance directors 

trying to balance the books, it’s about can we get the right capacity in the right place to manage 

people properly in an integrated way.  I mean, this is fundamentally about clinical safety. 
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