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Abstract 

When global hospital budgeting was first implemented in Holland in 1983, it was anticipated 
to be a far more helpful tool for controlling costs than traditional retrospective output 
reimbursement. There is a discussion of the underlying presumptions of hospital budgeting, 
including the following: it will incentivize hospitals to increase their efficiency; it won't have 
a detrimental effect on the standard of treatment; it partially restores hospital autonomy; and 
hospital administrators are competent to execute greater efficiency. Additionally, 
consideration is given to the structure of external budgeting, how it affects the connection 
between insurers and hospitals, and the relationship between planning and budgeting. Hospital 
budgeting has several implications, which are covered in the second section. Hospital 
budgeting appears to be a successful strategy for controlling costs; it is associated with a 
decline in hospital output and impacts hospital administration, policy formation, and the 
public-private healthcare system. The widespread consensus is that hospital budgeting has 
considerably more benefits than drawbacks regarding cost containment. 
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1. INTRODUCTION  

Budgeting is an issue that has grown in importance during the last few years due to the 

precarious economic environment. The civil society and the government of the United 

Kingdom have entered into a dispute after the National Health System (NHS) budget has been 

affected by severe cuts. It is worth mentioning the healthcare systems are areas that consume 

the largest part of public money, and this makes the need for improved performance even more 

desirable.  
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However, despite public policies' efforts, these organizations' cultures and structures are 

generally resistant to any type of change. Additionally, the strategies undertaken have been 

proven silent in action, and academia has proposed a more systematic and proactive approach 

to developing medical leadership (Rashid, 2023; Karem et al., 2022).   

Therefore, this literature review aims to analyze and discuss the existing literature within the 

spectrum of budgeting healthcare organizations. In this attempt, this thesis will examine the 

characteristics of budgetary control and its central concerns. With these theoretical aspects in 

mind, the last part of this work will examine the National Health System (NHS), its problems, 

and possible solutions identified by the existing literature.  

2. LITERATURE REVIEW  

2.1.Budgetary Control 

2.1.1. Definition 

According to Harradine, budgeting is a specific management control system which has or 

should have more than a simply contribution to financial control (Rashid, 2018; Karem et al., 

2022). The previously cited paper underlines that budgeting must have two major objectives: 

strategy implementation and performance improvement.  

Moreover, Harradine’s study also underlines that budgeting is more than an instrument for 

effective managerial control and it also facilitates a considerable amount of empowerment 

among the staff (Budur et al., 2024). The way in which this can be accomplished is by creating 

a decision making process where decisions are taken at the nearest point of action. It is 

generally considered that budgeting system shall determine a continuous performance 

improvement in an organisation.  

At the same time, Abbott understands budgetary control as being ‘methodical control of an 

organisation's operations through establishment of standards and targets regarding income and 

expenditure, and a continuous monitoring and adjustment of  performance against them’ 

(Budur et al., 2024; Ali et al., 2019). 

At the same time, Pettersen identifies that accountability in the public sector is mainly linked 

to the process of budget process (Rashid, 2019; Budur, 2020). As a consequence, managers in 

public agencies must cope with three different types of accountability, managerial/performance 
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accountability, professional accountability and personal accountability. The first type is 

designed to create a decision-making process using planning, budgeting, performance 

measurement and reporting (Karem et al., 2021; Rashid, 2020). As for health care systems, it 

seems that budgeting is an important activity and negotiation between clinical managers and 

top management. 

On this note, it has been argued that clinical mangers are aware of their accountability vis-à-

vis the cost control but they have no clear vision on their responsibility for strategic planning 

(Budur et al., 2018; Noori & Rashid, 2017; Fatah & Jaf, 2023). This aspect is also confirmed 

by Jacobs’ research that shows that clinical staff often does not have access to cost and 

performance information as these matters are managed at higher managerial levels.  

However, after the interviews conducted by Patterson, it is suggested that clinical managers 

have ‘the opportunity to exercise medical and other judgement than the managerial 

accountability to budget frames (Mahmood & Sabir, 2023). Thus, the fact that clinical 

managers are also financially accountable does not necessarily enables them to have a say in 

setting or managing the budget.  

2.2. Specifics of Budgeting 

In order for budgets to lead to development there are a few conditions that must be met.  Thus, 

budgets must be set within the organisation in a rational and transparent manner (Rashid, 2021; 

Budur et al., 2024). Equally important to this is to obtain feedback about the financial 

performance of the organisation.  

Furthermore, Hoffman claims that there is more than one way to perform budgetary control 

depending on how responsibility is delegated to what he calls ‘responsibility centres’ (Rashid 

& Sabir Jaf, 2023; Karem et al., 2021). Therefore, these centres can be revenue centres, cost of 

expenses centres, profit centres or investment centres. All these types are different as they 

consider different aspects as central in the process of budgeting control. Each of these is valid, 

and selecting a specific type is truly important as it should consider the features of the business, 

its operational activities, its objectives, and other aspects. 

It should be added that budgetary control is essential in determining organizational behavior 

and its results. Nonetheless, the measures that are part of the budgeting control process must 

be constantly monitored as it is often proved that some measures may have negative unwanted 
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outcomes (Jaf & Rashid, 2023; Rashid, 2023).  This is also the reason why an organization is 

encouraged to analyze any potentially undesirable consequences when a strategy for budgetary 

control is chosen (Ali et al., 2019).  

However, in the case of companies with a high number of departments, there is a chance of 

having separate budgetary control options for each department. This lack of coordination often 

leads to loss, and necessary measures should be taken to prevent this from happening (Budur 

et al., 2024; Rashid, 2023).  

2.3. Major Issues 

2.3.1. Limitations 

One of the most critical problems of budgets is represented by their limitation. The limitations 

are noticeable once a budget is in operation due to its ephemeral condition. A budget is the 

outcome of a past experience, and it will not be able to match new, unpredicted increases in 

costs. This is why a company should revise its budget to reduce major fluctuations or variations. 

For instance, it is quite difficult for a hospital to predict the costs of the treatments in a specific 

period due to natural disasters or any other unforeseen accident that may occur (Rashid, 2023).  

2.3.2. Medics and Managerial Functions 

When it comes to the involvement of doctors in budgetary matters, it endorses the existence of 

discord between their professional values and the organization’s objective. They argue that the 

new approach to the public health system may cause tensions between the business of health 

and the practice of health.  They blame the hybrid clinical organizations where doctors play 

important roles in both management and clinical spheres. For example, Schafer emphasizes 

that this dual role may create internal conflicts when patient care and autonomy requirements 

clash with organizational needs or fiscal constraints. At the same time, internal conflicts may 

appear when the time dedicated to managerial roles intrudes on the primary job or the clinical 

role. As Karem et al. (2022) point out, internal conflicts often demotivate hybrid clinical 

managers, and there can also be negative implications in terms of the quality of the 

performances and high turnover among professionals.   

Braithwaite’s research also eloquently presents the flaws of hybrid clinical managers. He 

highlights that these persons spend an insufficient amount of time on strategic and external 



Karem 

Volume 5, Number  19, 2024, ISSN: Print  2735-9328, Online 2735-9336                                          Page | 49  
 

planning, data quality, and process management, which must be considered thoroughly in order 

to achieve long-term benefits and cost-effectiveness.     

Nonetheless, to understand how this hybridity works has been applied roles theories in the 

context of health systems. Their research concludes that the lack of management education and 

training in this hybridity or duality can produce important tensions. They also argue that even 

the role of a medic cannot completely match that of a clinical manager due to the 

unpredictability the former role involves. Thus, it is common for a doctor to prioritize the first 

roles, and this way, the managerial role is negatively affected.  

On the other hand, it argues that there are benefits when doctors control organizational 

arrangements, as this conduct can lead to the formation of a ‘culture of professionalism. Clark 

argues that medical leadership and engagement should not be an option anymore. He endorses 

that doctors should take a more active stance vis-à-vis the management of health organizations. 

He emphasizes that it is a mistake not to prepare the doctors for these roles as many of them 

lack the necessary training (Rashid, 2021).  

2.3.3. Innovation  

One of the purposes of budgeting is to generate innovation. As defined innovation in health 

delivery and organization is a ‘set of behaviors, routines, and ways of working, along with 

administrative technologies and systems' (Demir et al., 2022; 2023), which are linked to 

providing or supporting health care (Budur, 2024), implemented in a planned way, and 

discontinuous with previous practice and perceived as new by a proportion of key stakeholders, 

and directed at improvement (Torlak et al., 2024). The question to answer then is whether 

budgeting can lead to these developments. It follows from the previous definition that 

innovation is not perceived as something totally new, but something implemented in a new 

way or of an improved quality.   

In this case, organizational and managerial innovations are the eloquent subjects for further 

analysis. There is evidence that the delivery model has been developed in healthcare as part of 

organizational innovation, but there is much less to talk about when it comes to budgeting.  
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3. METHODOLOGY  

NHS and Budgetary Control 

The financial challenges that have appeared during the last few years within the NHS require 

imperative changes and the implementation of strong financial strategies that could lead to 

strategic performance improvement. These scholars propose a comparison with private 

companies that have experienced globalization's impact. This comparison aims to analyze the 

existing routes to strategic cost improvement. It was observed that the first step to this 

accomplishment would be introducing innovation in practice and responsibilities. However, 

these measures will face obstacles from many directions, and senior doctors are required to be 

involved in achieving significant organizational modifications. It also noticed that the key to a 

successful implementation is the emphasis on long-term strategies rather than short-term plans.  

According Harradine’s control and empowerment argument, the budgetary system should 

facilitate a decision that is taken nearer the patient. However, there are a few hindrances when 

it comes to control and empowerment, and, as previously discussed, it is not clear what roles 

doctors should have, especially when their willingness to engage in other activities is not great. 

At the same time, senior doctors may not have the necessary knowledge and expertise to engage 

in these kinds of activities.  

This thesis observes that innovation in healthcare is usually produced by pharmaceutical 

companies that reduce costs through new rugs while clinical practice is difficult to become 

more efficient.  In response, there are several systematic comparisons of innovations that look 

at different innovations applied in the United Kingdom over the last years. These look at case 

studies where innovation has been produced in hospitals, and their results show that medical 

staff plays a more important role in the development of the medical service than any person in 

a managerial position (Karem et al., 2021).  

However, budgeting control in the NHS is a bit problematic mainly because it is public sector, 

and resources are determined by political decisions. The political system is also responsible for 

setting priorities, and senior managers are also accountable to politicians. The outputs of this 

service are clearly not financial, and for this reason, non-financial indicators are used to check 

the service's performance.  



Karem 

Volume 5, Number  19, 2024, ISSN: Print  2735-9328, Online 2735-9336                                          Page | 51  
 

Additionally, there is a high amount of internal and external pressure on the NHS from various 

sources. Internally, the facilities have been reduced following the government spending cuts, 

which have had immediate effects on the morale of the staff. At the same time, external factors 

such as the increasing number of immigrants represent an enormous burden for this service if 

combined with the decreasing quality and number of staff.  

There are also social agents behind the overuse of health services represented by the 

population's behavior, which is more concerned with preventing medical problems. In this case, 

patients tend to use the service even in minor cases or when is not necessary, overburdening 

the system. The same author notices a paradox of modern medicine, which, despite providing 

more efficient cures, the most complex diseases require long-term treatments that are expensive 

and drain more resources. At the same time, efforts for social inclusion include free services 

for disabled and addicted patients who rely on the support received from the NHS.   

It appears to be a laborious mission to determine an accurate budget for NHS considering the 

details that must be taken into account. This can become even more difficult considering that 

mangers cannot predict how many patients will be cared for in a future period. Moreover, there 

are always external factors that cannot be determined, and, as a consequence, clinical managers 

cannot refuse to look after individuals on the basis of budget or available funds because of 

ethical and moral reasons.  

Examples of NHS budget plans show that it aims to save money in every possible way. 

However, these strategies are created locally, and there is no general consent on what services 

can be delivered cost-free at all locations. Of course, this is understandable where there are not 

the necessary resources to provide treatment, but even where this is not the case, some 

treatments are offered, while in other places, they are not.  

The process through which NHS manages public money is transparent and managers must 

prove that the money is invested most efficiently. These conditions are reasonable because it 

is about public money and a rigorous assessment is in place to determine the efficiency of 

budgeting.  

However, Clark sticks to the idea that doctors are the future of health organizations’ 

management, and he salutes the NHS's approach to its measures. It is about the joint Enhancing 

Engagement in Medical Leadership project. It created a Medical Leadership Competency 

Framework that presents the leadership skills required by a general practitioner, medical 
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student, or any person involved in a health organization and any clinical profession.  This 

project is meant to encourage junior doctors to put their ideas into practice in order to create a 

new attitude to medical engagement and leadership among the medical professions (Jaf & 

Rashid, 2023; Noori & Rashid, 2017). 

4. CONCLUSION 

In conclusion, the literature reviewed clarifies the matter of budgeting and budgeting control 

by providing an essential detailed analysis of these subjects. However, when it comes to NHS 

things are getting more unclear due to the lack of a clear paradigm regarding the role that 

medical professionals should play in the process of management and budgeting. This is also 

aggravated by the complexity of the issues health systems are faced with. Therefore, huge 

pressure is on this institution’s shoulders as it must be transparent and efficient while dealing 

with unforeseeable matters.   

The existing literature suggests that further research is needed in this field as a service whose 

resources are cut cannot cope with an increasing number of patients. Despite the managers’ 

efforts to ensure maximum utilization of their reduced resources, the quality of the service will 

not be reduced if more efficient and constructive measures are not taken.  
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