
1537BRITISH MEDICAL JOURNAL VOLUME 292 7 JUNE 1986

Public watchdog bites the NHS

NORMAN ELLIS

For the taxpayer it is reassuring to know that public spending, now
over £14 000 million a year, is rigorously scrutinised by independent
public auditors in the National Audit Office. This office, headed by
the comptroller and auditor general, aims to ensure that public
resources are put to good use, avoiding waste and loss, and that
systems of control are improved to secure better value for money.
With a few major exceptions-for example, the nationalised
industries-the comptroller's task is to follow public money

wherever it goes.
It may be surprising that a relatively unknown body such as the

National Audit Office has had a considerable impact on the health
service. The investigations of its National Health Service division
(with over 30 professional auditors) have led to some important
financial and organisational changes, and its strident criticism of
NHS management belies its image of being staid and anonymous.
For example, the investigation of working practices in the NHS
has shown widespread failure to maintain satisfactory incentive
schemes for NHS employees; some schemes had decayed to such an

extent that employees could earn full bonuses for substandard
performance. His inquiries also showed that health authorities had
failed to provide the Department of Health and Social Security with
the required evidence that their bonus schemes had been reviewed
and were satisfactory. More recently, the comptroller took the
unprecedented and humiliating step of publicly qualifying the NHS
accounts for 1984-5 because of the serious weaknesses in control
shown by his auditors.

In successive value for money investigations the comptroller has
identified a continuing lack ofmanagement control of resources and
finance in the NHS. Indeed, a persistent feature of his reports over

many years is the obdurate reluctance of the DHSS and health
authorities to act decisively to remedy defects in control and
management. The comptroller's reports frequently refer to a

significant proportion of health authorities who fail to implement
DHSS instructions and guidance on improved managerial and
financial controls. In 1984 he stated that this was "the third
successive report in which I have commented on the adequacy of
health authority controls over articles in store and in use and the
need to identify and report losses," adding that the DHSS did not
even consider it necessary to obtain confirmation that some 60
health authorities had actually introduced security strategies. The
comptroller reported that the lack of control over stores and
equipment was in fact so serious in 16 health authorities that the
statutory auditors were unable to confirm the value of the stock held
and were therefore obliged to qualify the accounts. Similar
criticisms have been made by the comptroller of the failure of health
authorities to operate effective controls over charges for services to
private patients in NHS hospitals.

Public sector auditing has a long pedigree. The first comptroller
and auditor general of the Exchequer was appointed in 1314, and he
has been followed by successive audit bodies over the intervening
centuries. Recent years have seen important changes in the work of
the comptroller and auditor general. He has become increasingly
concerned with value for money examinations into questions of
economy, efficiency, and effectiveness. But the comptroller does
not question the merits of policy objectives themselves. For

example, he would not question the policy of contracting out work
from the NHS as such, but he would not hesitate to assess the
financial controls over such contracts and the way in which these are

awarded.
He undertakes-three main functions on behalf of parliament.
(i) He authorises the issue of funds to government departments

and other public bodies.
(ii) He examines and certifies their accounts.
(iii) He carries out examinations of economy, efficiency, and

effectiveness in their use of resources.
The comptroller's work provides independent information,

advice, and assurance to parliament about all aspects of the financial
operations of the government departments and other organisations
whose accounts he audits. He is wholly independent of the
government and the Civil Service. Although he is subject to certain
limited controls by parliament, he is not constrained by any

professional or operational controls. The comptroller's main duties
are carried out on behalf of parliament, working closely with the
Public Accounts Committee. This is an influential backbench
committee whose work is based on the comptroller's reports. This
link with parliament was strengthened by the National Audit Act
1983. This created the National Audit Office with the comptroller
and auditor general as its head, reinforcing his financial and
operational independence from the government and the Civil
Service and giving statutory authority to his work on economy,
efficiency, and effectiveness.

This third sphere of work has greatly increased during recent
years. In the NHS the comptroller has undertaken many value for
money investigations (table). Traditionally, the value for money
investigations reported to parliament have focused on particular
prominent examples ofwaste, inefficiency, and extravagance. Value
for money auditing is now mostly concentrated on systematic
reviews of selected large areas of public spending, including some
within the NHS.
The impact of the comptroller's reports on aspects of NHS

expenditure is heightened by juxtaposing his specific observations
on the lack of financial and management control in the NHS
alongside the often bland (if not complacent) responses from the
DHSS.

Effective weapon of persuasion

The impact of the comptroller's reports does not, however,
depend solely on their being available to a wider public. The Public
Accounts Committee does not hesitate to act on their findings, and
many permanent secretaries have faced their most gruelling public
moments when appearing before the committee as accounting
officers for their departments. This psychological pressure in one of
the Public Accounts Committee's most effective weapons, as its
influence depends on the power of persuasion. Government depart-
ments have a duty to reply to reports of the Public Accounts
Committee, though at times it seems that the DHSS and the NHS
are reluctant to act decisively on its recommendations. Members of
parliament on the committee have publicly criticised the DHSS on

many occasions for its inertia-for example, the lack of action on

the pharmaceutical price regulation scheme, the £400 000 claimed
in damages for building defects when measured against the potential
claims of £30m identified by the National Audit Office, and the
persistent failure of the NHS to economise in its purchase of
supplies. The chairman of the Public Accounts Committee has
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commented, "I don't think that the DHSS has the control over the
NHS that we would wish to see."

Reports by both the Public Accounts Committee and the
comptroller have been generally supportive of the government's
policy of devolving management responsibility to the regions and
onwards to health districts and units of management, and of the
present quest for better value for money in the NHS through cost
improvement programmes. A persistent theme, however, in these

Public Accounts Committee reports 1977-8 to present

Report
Subject Year No

Financial control and accountability 1980-1 17th
Financial control and accountability 1981-2 17th
Accountability 19834 16th
Manpower

Administrative and clerical staff 1977-8 9th
Control ofNHS manpower 1980-1 17th
Working practices in the NHS 1981-2 17th
Financial control and accountability 1981-2 17th
Control ofNHS manpower 1983-4 16th
NHS medical manpower 1984-5 32nd
Nursing manpower 1985-6 14th

Estate
Standardisation of hospital design 1979-80 11th
Design and commissioning of new hospitals 1980-1 17th
Fees paid to building consultants 1981-2 14th
Cost of remedying defects in new hospitals 1981-2 17th
Disposal of surplus NHS land 1982-3 8th
Defects in hospitals 1983-4 16th
Energy conservation in NHS 1984-5 22nd

Supplies
Procurement and storage of supplies 1979-80 11th
Control of articles in store 1983-4 16th
Procurement ofNHS supplies 1983-4 28th
NHS supplies and pharmaceutical regulation 1984-5 23rd
scheme

Support services
Use of computers for financial administration 1979-80 11th
Control of hospital catering costs 1979-80 17th

Income
Private patient income 1983-4 33rd

Other NHS revenue items
London undergraduate teaching hospitals 1977-8 9th
Procedures for securing value for money in 1977-8 9th

the NHS
Joint care finance 1982-3 8th
Central expenditure

Banking arrangements 1979-80 25th
Premature retirements 1982-3 8th

Family practitioner service
Control of pharmaceutical prescribing 1979-80 25th
Reimbursement of costs incurred by opticians 1981-2 14th
Dispensing drugs in the NHS 1982-3 10th
Reimbursement of costs incurred by opticians 19834 16th
Dispensing drugs in the NHS 1983-4 29th
General dental service 1984-5 17th
Supplies and pharmaceutical regulation 1984-5 23rd

reports in recent years has been the inherent lack of confidence in
the effectiveness of local health authority management, the need to
strengthen the accountability arrangements, and a continuing
concern that the Health Departments are reluctant to give central
direction to authorities.

There is therefore understandable scepticism about the ability of
health authorities to cope with the continuing devolution of
management responsibility. As far back as 1980 the comptroller and
auditor general questioned the balance in the interests of economy
and efficiency between the necessary central direction and oversight
of the NHS by the Health Departments and a system of delegation
and discretion appropriate to a locally based and managed service.
He underlined the importance of ensuring that the 1982 reorganisa-
tion did not weaken financial control.
Although recognising that "good practice" exists in some areas,

the comptroller's reports during the past few years have contained
many examples of variation in the efficiency and effectiveness of
health authorities' managerial and financial control. In 1980 he
observed that there were widely varying staff numbers in relation to
the apparent workload, as reflected by such measures as bed

numbers or population weighted for relative health care need,
noting variations in manning levels of up to 300%. In response the
Health Departments commented that uniformity in staffing levels
'was not a practicable objective."
The comptroller concluded "that greater local autonomy might

enhance the need for more effective methods of informing local
decisions on staffing" and asked the Health Departments whether
they had considered encouraging the use of staff inspection within
the NHS as a means of securing uniformity in standards. The
Department's reply was not encouraging: because management
structures, work organisation, and other local factors within
the NHS varied so widely, it had found it impracticable to set
generally applicable standards which would be a basis for staff
inspection.

Perhaps the most damning findings are those of the National
Audit Office auditors on the arrangements for making emergency
duty payments to radiographers and medical laboratory scientific
officers. Here they found that in 10 out of their sample of 13 health
authorities "unofficial" claims forms were being used, and declara-
tions that the work had been done were inadequate or non-existent
in at least eight authorities, even though these emergency duty
payments could exceed basic pay for both groups of technicians. In
one hospital the auditors found that the porters were preparing the
claims and that these were neither authorised nor signed by the
radiographers concerned. Some individual claims even recorded
calls as ending at the precise time that the next item of work had
been requested. The Health Departments' response disagreed with
the comptroller's conclusion that there had been a deterioration in
general controls over emergency duty payments, adding that the
question of medical urgency was a matter of clinical judgment.

Criticism of premature retirement scheme

The comptroller has also expressed strong reservations about the
premature retirement scheme applied during the 1982 NHS
reorganisation. He concluded that the DHSS had made no central
arrangements in England to ensure that the total numbers of
premature retirements and redundancies were kept broadly in line
with the difference between the total number of redundant posts
and the staff reductions that could be achieved through normal
wastage, observing "surprising variations in the manner in which
health authorities, particularly regional health authorities, had
exercised control over the premature retirement scheme." These
variations in the number offered premature retirement, which were
up to 900% between regions, could not readily be explained by
differences in the size of the regions' management staffs. The
Department's response to the comptroller's raised eyebrows was
that it had expected variations in the operation of the scheme
because of the autonomy ofhealth authorities. A similar story is told
about energy savings in the NHS: again devolution and the
withdrawal of the Health Departments from active participation
have led to a variable pattern of effort.
The number of skeletons found in the NHS cupboard is

worrying, to say the least. What is even more worrying for the
taxpayer is what seems to be the calm, often complacent, response of
the Health Departments. Even when the comptroller and the Public
Accounts Committee have expressed serious reservations for several
successive years on a particular issue the Health Departments have
failed to act to remedy the weaknesses in health authority man-
agerial and financial controls.

Nevertheless, the comptroller and auditor general's reports are
having some impact on the NHS. His report on the income to the
NHS from private patients undoubtedly stimulated the Health
Departments to introduce new guidelines on the management of
private practice inNHS hospitals. The report on the pharmaceutical
price regulation scheme has also served as a catalyst for change,
together with those on the disposal of surplus NHS land and
buildings and the procedures for auditing the NHS. Given the
increasing clout of the National Audit Office, there will undoubt-
edly be other prompted changes to come in the NHS.
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