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Summary

Historically, the NHS has tended to experience difficulties towards the end of
each financial year. The ‘internal market’, introduced in 1991, was designed
in part to tackle this problem since it allowed money to ‘follow the patient’. A
1993 survey of Community Heaith Councils, the official patients’ watchdogs,
suggested that the internal market allowed health authorities to avoid financial
difficulties by passing these on to local hospitals or by insisting that hospitais
control the number of patients being treated.

The Association of CHCs has surveyed its members again to ascertain the
financial heaith of the NHS towards the end of the financial year 1995/96.
One in four CHCs now say that their local Health Authority (a ‘purchaser’ in
the internal market) has been overspending, a significant increase from the
nine per cent reported for 1992/93. Also, more than one in three of the main
providers of hospital care in the NHS has been overspending. CHCs report
the closure of hospital wards, cuts in community health services and a
widespread failure to meet the Patient’s Charter expectation’ on waiting for
outpatient appointments.

The ‘reforms’ transformed that internal structure of the NHS. Partly as a
result, new factors have entered the financial equation: restrictions on types
of procedure, a steep rise in emergency admissions and hospital beds being
occupied due to delays in community care procedures.

An increased willingness to invest in health care will be required to tackle
today’s problems and forestall tomorrow’s threats.
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1. Background

The NHS internal market is the product of hospitals’ tendency to run out of
money towards the end of the financial year. During the mid-1980s the
Health Service failed to receive large enough financial increases to
compensate for three trends: the costs facing the NHS increasing faster than
the general inflation rate; the growing number of oider people; and the
development of medical technology. This meant that in practice the funding
of the NHS did not keep pace with the increasing need for health care. This
in turn led to growing hospital waiting lists. It also meant that health
authorities failed to keep within their allocated budgets and had to close
hospital wards to avoid or minimise overspending towards the end of the
financial year. \

The pressure built up particularly during the winter of 1987/88 and in
December 1987 the Presidents of three Royal Colleges publicly voiced
concern about the financiai heaith of the NHS. The continuing political
pressure led the Prime Minister to announce a Review of the NHS in January
1988. This Review developed the idea of the ‘internal market’ in the NHS.
This separated health authorities from direct management responsibility for
the hospitals in their district. Instead, health authorities became ‘purchasers’
who bought care for the patients living in their district from ‘providers’ in and
around the district. It was argued that this arrangement would stop the
problem of hospitals overspending since admissions would be covered by
financial contracts set for the year so that ‘money wouid follow the patient’.
The purchaser/provider split was introduced by the NHS and Community Care
Act 1990 and implemented from April 1991.

The number of patients being treated in NHS hospitals appears to have
increased dramaticaily since the NHS reforms. This may be partly due to a
significant injection of funds into the NHS in the early 1990s. Also, hospitais
have been able to treat more patients by admitting them on a day-case basis
rather than keeping them in overnight. This is made possible by advances in
medical technology but the move towards day-case treatment may also be in
part a response to market pressures unleashed by the new system.

However, this does not mean that the financial problems on the NHS have
disappeared.

The Association of Community Health Councils published the results of
surveys of CHCs about the financial health of the NHS during both 1991/2"
and 1992/3%. The 1993 survey found that hospitals were still facing a
demand for care which they found difficult to meet with the money which was
made available by the contract with their purchaser. This meant that most
CHCs reported that their largest local provider had either overspent during
1992/93 or had cut services or both. On the other hand, only nine per cent of
CHCs reported that their purchasing health authority had overspent
significantly. It appeared that the contracting system of the internal market
allowed health authorities to avoid financial difficulties by passing these on to
local hospitals or by insisting that hospitals control the number of patients
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being treated. Nearly 30 per cent of CHCs said their purchaser had told local
hospitals to slow down their admission of patients. Over 40 per cent of CHCs
reported temporary closures of wards or departments, at least in part for
financial reasons.

The Association of CHCs has now surveyed its members again to assess the
financial condition of the NHS five years after the introduction of the internal
market. One hundred and twenty eight CHCs responded to the survey, 62
per cent of the total. CHCs report a significant change with new pressures
and issues coming to the fore. More health authorities are finding it difficult to
keep within their budgets and they are increasingly defining types of
treatment which they are not prepared to fund on the NHS. At the same time,
hospitals have experienced a nationwide increase in patients being admitted
on an emergency basis and many hospitals complain that beds are occupied
by people who should be cared for in the community or in private nursing
homes. Financial stringency remains.

. -
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2. Purchasers

Overspending, Siowing Down

One in four CHCs report that their local NHS purchaser (the health authority
or health commission) is experiencing a significant overspend. Nineteen
CHCs (15 per cent) report that the purchaser has asked one or more
‘providers’ (such as local hospitals) to slow down the admission of patients to
keep within the budget for 1995/96. Also, 19 CHCs say that the purchaser
has asked one or more providers to restrict specific types of procedure to
keep within the budget allocated. Altogether, 45 CHCs (35 per cent of
respondents) report that their purchaser has either been overspent or has
asked providers to take steps to keep within budget.

These findings are quite different from those reported for 1992/93. Only nine
per cent of CHCs reported that their purchaser overspent significantly in that
year, a fraction of the figure this year. This may reflect probiems arising from
the recent slowing down of the increase in NHS funding . On the other hand,
29 per cent of CHCs reported that in 1992/93 the purchaser had told local
providers to slow down the admission of patients to bring them into line with
their contracts, nearly double the proportion doing so this year. This may
suggest that these days more providers are taking action themselves to keep
control of admissions.

There is evidence that some hospitals are now avoiding any sense of ‘crisis’
by carefully ‘pacing’ the admission of patients throughout the year (Llanelli-
Dinefwr CHC, Montgomery CHC, Waitham Forest CHC, York CHC).
However, some hospitals are only admitting urgent cases and those non-
urgent cases covered by the Patient’s Charter initiative to cut very long
hospital waiting lists (Aylesbury Vale CHC, Chichester CHC). North Durham
CHC reports that admissions for heart surgery and hip transptants have been
slowed down for financial reasons. Salford CHC reports restricted treatment
for “patients with back pain - limited finance allowed (high local referrai to a
national specialist service due to poor communication between provider and
purchaser)”.

One pressure point has been the Extra Contractual Referral (ECR) system.
This is used when a patient’s freatment is not covered by the purchaser’s
main contracts with local providers and funding has to be agreed with a
provider on a one-off basis. Several purchasers are taking a close look at the
number of patients receiving treatment through ECRs (North East Essex
CHC, North West Herts CHC). Manchester Central CHC reports a projected
overspend on ECRs of £1 million on a budget of £3.5 million and a policy of
deferring non-urgent ECRs untii the next financial year. Ynys Mon-Anglesey
CHC states: “Each ECR considered 'on merit'. CHC has intervened on
behaif of some patients and HA reversed decisions”.

If health authorities become more reluctant to agree to ECRs, GPs will
become less able to refer patients to consultants or hospitals outside the
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immediate area. This could compromise the quality of treatment available to
patients and certainly reduces GPs' freedom to refer and patients’ ability to
exercise choice.

Rationing?

Purchasers are increasingly listing types of procedure which they are not
prepared to fund, or only in restricted circumstances, so that local residents
cannot abtain treatment on the NHS unless a GP fundholder is willing to pay
(Hounslow & Spelthorne CHC, Montgomery CHC, North Herts CHC, North
Tyneside CHC, Swindon & District CHC). The Isle of Wight Health
Commission has adopted a list of “restricted procedures”, of either “low
priority” or “doubtfui clinical effectiveness™ “GP fundholders will continue to
have discretion regarding the procedures which they fund but many have -
indicated that they will adhere to this list”.

Treatments which may no longer be available (or subject to restrictions)
include procedures to help infertile people such as in-vitro fertilisation (IVF)
and gamete intra-fallopian transfer (GIFT) as well as the insertion of
grommets-in children’s ears, cosmetic surgery and D&Cs for younger women.
Merton and Sutton CHC report “quite specific eligibility criteria for fertility
treatments, for example, which in effect restrict access”. Mid-Hampshire
Health Commission will not generally purchase IVF or GIFT except where the
infertility was “caused or contributed to by medical accident or negligence”:
“Providers are of course free to make these available to patients under private
arrangements”.

There are indications that some purchasers may introduce new restrictions in
the-1996/97 financial year (Basingstoke & North Hampshire CHC, Pontefract
& District CHC, Rochdale CHC, West Berkshire CHC). In August 1995 it was
widely reported that the Berkshire Health Commission needed to save £7
million and planned to impose restrictions on 12 treatments. The Guardian:-
reported that this was “the biggest single act of health care rationing yet seen
in Britain™ . But Berkshire is not alone. East Birmingham CHC reports that
‘rationing’ issues are subject to consultation including criteria for IVF, gender
change operations, varicose veins and tattoo removat.

There is widespread concern among the public about the development of
‘rationing’ in the NHS partly as a consequence of purchasers having to define
explicitly the range of services they wish to make available for local people.
The extent of unmet need will also be affected by the level of resources
devoted to health care, which is by no means large in the UK when put next
to comparable countries. ‘Rationing’ can be seen as a way of avoiding
financial problems for the NHS and cutting hospital waiting lists by defining
groups of patients who are no longer entitled to treatment.

On the other hand, the increasing use of lists of service restrictions is not
conclusive evidence that rationing is really biting on patients’ need to receive
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effective heaith care when they fall ill. Some procedures - like cosmetic
surgery to combat the normal ageing process - have never been commonly
available on the NHS. Other procedures, like D&Cs in many cases, are being
questioned on the ground of effectiveness (ie whether they do patients any
good) rather than being restricted because they cost too much. Also, there is
evidence that heaith authorities are becoming more, not less, likely to spend
money on infertility treatments®. This suggests that on present evidence it
would be inappropriate to over-react about real rationing in the NHS. But with
more and more attention being paid to the ‘cost-effectiveness’ of forms of
treatment, there is a strong case for carefui monitoring.
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3. Providers
Hospitals

The overspending problem is even worse for the hospitals providing services
in the internal market than it is for the purchasers providing the money. More
than one in three CHCs report that the main acute hospital for their area is
experiencing a significant overspend - this is a similar proportion to that found
for the financial year 1992/93.

In addition to limited funds allocated by purchasers, hospitals have to cope
with an increasing number of patients admitted on an emergency basis. No
less than 88 per cent of CHCs (108 CHCs) report that the main acute provider
is experiencing an increase in emergency admissions while just 5 per cent (6 -
CHCs) say this is not happening.

There is widespread recognition that the rate of emergency admissions is
becoming a serious problem in the NHS. Neither the reasons nor the
solutions are clear. Possible factors include medical advances which make
more conditions amenabie to treatment as well as increases in some types of
il-health. Causes of increasing need for emergency treatment could include
the ageing of the population and changes in the social, environmental and
behavioural determinants of heaith. it may also be relevant that the number
of people occupying NHS beds has dropped significantly in recent years due
to the move away from long-term care for the elderly, the ‘community care’
policy for people with mental disorders, the increasing use of day surgery,
shorter lengths of hospital stay and the development of a ‘primary-care led
NHS'. Also, patients may fear that GPs are reluctant to make home visits out-
of-hours making them more inclined to seek hospital admission. it is
sometimes argued that the rise in A&E attendances may be associated with
patients’ perception of inadequacies in primary care services.

An additional problem, although not so widespread, is ‘bed blocking’. The
NHS and Community Care Act made local authorities responsible for
assessing patients’ need for community care services including being placed
in a private nursing or residential home. Bed blocking arises where patients
continue to occupy NHS beds although the hospital would like to discharge
them, due to delays in the assessment for, or provision of, social services by
the local authority. Thirty nine per cent of CHCs (46 CHCs) say a significant
number of beds at the main acute provider are being blocked in this way.

What is the impact on services where a hospital is caught between limited
funding, rising emergency admissions and bed blocking? More than a third of
CHCs report that the main local hospital is failing to meet the “expectation”
set out in the Patient’s Charter that all patients should get a first appointment
as an outpatient within 26 weeks of being referred by their GP. Also, 11
CHCs (9 per cent) say that the provider is even failing to meet the Charter's
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guarantee” that all patients will be admitted to hospital within 18 months of the
consultant deciding that treatment is necessary.

Nineteen per cent of CHCs (23 CHCs) say that the local hospital has closed
wards or departments, on a permanent or temporary basis, at least in part for
financial reasons. Five CHCs report that the provider is refusing to admit
some types of patient until after the end of the financial year. These figures
suggest a marked improvement from the position in 1992/3. Forty three per
cent of CHCs reported that their local provider had impiemented temporary
ward or department closures that year. Thirty four per cent of CHCs said the
major local provider had imposed access restrictions in 1992/93.

For the present year, Coventry CHC reports that after the Walsgrave
Hospitals NHS Trust cut back, they “found they had overdone it and reopened
medical beds (40)...The whole hospital was restructured recently into 8
Directorates for financial reasons. Sections that had operated on the city
centre site for convenience of patients have been relocated for the purposes
of ‘efficiency and effectiveness’ and convenience of
professionals...Rheumatology is a good example: it has moved around the
sites over the last 8-10 years. Each time it moves it sheds some beds and
service users get more and more frustrated”. Other closures include:

CHC

Barking, Havering

& Brentwood

Chichester

Croydon

Herefordshire

North Durham

Salisbury

South Tees

South Tyneside

Swindon

Provider
Havering
Hospitals

Royal West
Sussex

Mayday
Healthcare

Hereford
Hospitals

North Durham

Salisbury
Healthcare

South Tees

South Tyneside
Healthcare

Swindon &
Marlborough

Closure
Maternity services moved, one ward
reduced from 7 days to § days

Beds reduced in surgical wards

Paddington Bear Chiidren’s Ward

Victoria Ward (orthopaedics)

Surgical wards closed

2 wards closed, theatre lists
cancelled

2 elderly rehabilitation wards “closed”
to free beds for emergency
admissions

Theatre sessions reduced and beds
for non-urgent care

3 wards closed without
consultation
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On the other hand, East Birmingham CHC reports: “Extra wards opened as
emergency medical admissions rise. Elective work being pulled through ‘too
fast’ so that fundholders and health authority in danger of overspending.”
South Tees CHC and Watltham Forest District CHC also report beds being
opened to cope with emergency admissions.

Community Health Services

in addition to hospitals feeling the pinch, 16 per cent of CHCs (19 CHCs)
report that community heaith services in their area have been subject to
reductions or restrictions, wholly or partly for financial reasons. South
Birmingham CHC says: “In the Community Hospitals Division, ‘savings’ of
£47,000 were imposed, through contracts for Day Hospital provision, reducing
the number of places from 48 to 20. Some existing day attenders were
offered ‘carer support’ instead, others have to wait. Our monitoring shows the
carer support is not working well, and some attenders should stiil be in the
Day Hospital, so it amounts to a slowing down of admissions to the Day
Hospital.” The CHC also reports: “Waits increased for Occupational Therapy.

L

Speech Therapy, with Speech Therapy restricted to six weeks ‘treatment’.
Other examples of damage to community health services inciude:

the closure of ten long-term care beds (Cambridge CHC);

cuts in speech therapy for children (Greenwich CHC);

community dentistry cuts (Harrow CHC);

“home choice (nursing care at home for older people) and health promotion
nurses for older people services closed” (Islington CHC),

the closure of child health clinics (Manchester Central CHC),

e family planning clinics cut (Newcastle CHC);

+ caseload restrictions and waiting lists for community nurses and no home
visits from chiropody services (Swindon & District CHC).

North Bedfordshire CHC says: “immunisation campaign had knock on effect
on other community heaith services as no extra money made available”.

Waitham Forest District CHC reports long-term restrictions including the
prioritisation of patients needing district nursing and physiotherapy. Also,
East Dorset CHC reports “stricter criteria set for availability of chiropody
services due to increased demand”.
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Conclusion

There may be less obvious sense of crisis in the NHS today than in the winter
of 1987/88. Some hospitals are now better able to ‘pace’ the health care they
provide across the financial year.

Nevertheless, services continue to be cut or restricted in part for financial
reasons. More than one in three CHCs say the main provider for acute
services in their area is overspending this year and one in four CHCs say
their purchaser is overspending. Money problems are at least partly
responsible for some significant shortfalls:

« Fifteen per cent of CHCs say their local purchaser has asked one or more
providers to slow down the rate at which patients are admitted for
treatment.

e Nearly 20 per cent of CHCs say their local hospital has closed wards or
departments.

e More than a third of CHCs say the main local hospital is failing to meet the
Patient’s Charter ‘expectation’ that all patients shouid get a first
appointment as an outpatient within 26 weeks of being referred by their
GP.

o Just over 15 per cent of CHCs report cuts in community heaith services.

» Thirty five per cent of CHCs report that their purchaser has either been
overspent or has asked providers to take steps to keep within budget.

In addition to the long-standing effects of an ageing population and relatively
low national spending on health care, the survey reveals some newer
elements to the financial health of the NHS:

» increasingly purchasers are defining types of treatment which they are not
prepared to fund, or only in restricted circumstances, although this often
formalises restrictions which in practice already applied;

» acute providers are hit by a nationwide increase in patients being admitted
on an emergency basis aithough to date the reasons for this are not clear;

e many hospitals complain that beds are occupied by people who should be
receiving services in their own homes or should be admitted to private
nursing homes or residential homes.

The reforms initiated by the 1990 NHS and Community Care Act do appear to
have partially succeeded in their aim of combating the sense of financial crisis
in the NHS and the political pressures which this used to create. But one set
of issues has been replaced by another: instead of long waiting lists and ad
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hoc and unplanned ward closures we now face explicit service restrictions,
bed blocking and a dramatic rise in emergency admissions.

In any case, the areas of advance in health care during the 1990s are the
product of not only the structural changes in the NHS but aiso the investment
of additional resources. While market pressures and Charter Standards can
result in a better NHS, an increased willingness to invest in heaith care will
also be required to tackle today's problems and forestall tomorrow’s threats.

BEN GRIFFITH
3/96
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