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Abstract
This paper concerns the current revival of interest in techniques advocated for resource allocation
by purchasers of health care during the period of the internal market in the English NHS. In
particular, Programme Budgeting and Marginal Analysis (PBMA), an approach strongly advocated
by some health economists, is examined.

Since the election of the 'New Labour' government, the NHS has undergone a series of structural
re-organisations. Ironically, however, the current structure is similar to the 'internal market' which the
government formally abolished on taking office; hence the renewed interest in techniques promoted
at that time.

In the paper a research project is discussed, which investigated resource allocation and
performance evaluation by Health Authorities during the period of transition from the internal
market. It suggested limitations to the use of techniques like PBMA. However, the current situation
regarding Programme Budgeting seems more promising as a more pragmatic version of the
approach is now advocated, which should be more appropriate.

This issue is currently significant because Programme Budgeting is being developed by the
Department of Health for the resource allocation decisions of health care commissioners.

Introduction
The past ten years have seen a dizzying series of changes to the structure of the National Health
Service in England. Indeed Paton (2006) identifies five distinct stages of structural change in the
evolution of the New Labour's health policy. This begins with an attempt to abolish the internal
market, whilst retaining the 'purchaser/provider split' (Department of Health, 1997); but it ends (for
the time being, at least) with Primary Care Trusts (PCTs) losing their provider function and taking a
more strategic role, whilst purchasing reverts to GP practices (Department of Health, 2005). Each
stage is marked by an increase in 'market rhetoric' and the end point strongly resembles the later
stages of the internal market ten years earlier.

The experiences of Health Authorities in purchasing health care at that time are likely, therefore, to
have renewed relevance. It is not suprising that there has been a revival of interest in techniques for
resource allocation by health commissioners, such as programme budgeting, which formed the
basis of experiments in the internal market. Consequently, it seems apposite to re-examine a
research project carried out in the period of transition from the internal market to the New NHS. 

This paper reports on an inter-disciplinary study into resource allocation and performance
evaluation by Health Authorities in that period. The results of the interview and questionnaire stages
of the study supported the view that it is impractical to apply comprehensively rationalistic
approaches, such as the form of programme budgeting then advocated, in this context. This
resembled previous studies, accessed in the literature review, in indicating the limitations of
conventional health economics. 

There has been a revival of interest in Programme Budgeting recently, however, and the Department
of Health is adopting a version of the approach for resource allocation decisions by health care
commissioners in the English NHS. Some reservations might be held concerning this in the light of
previous experiences, but contemporary research into the applications of programme budgeting is
needed, particularly as recent advocacy seems to support a more pragmatic version of the technique.

This paper adds to the extant literature both by reporting on the commissioning practices of health
care purchasers and relating that experience to more recent developments in resource allocation. 
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The Research Project
This study consisted of:
• a literature review;
• interviews carried out with staff at two Health Authorities, chosen because they contrasted in

terms of socio-economic factors, urbanisation and industrialisation;
• survey questionnaires, sent to all other Health Authorities in England.

Authority A was dominated by a large industrial city and had quite a high level of socio-economic
deprivation. Authority B had many large towns separated by rural areas.

The study was intended to test the following linked hypotheses:
i) Commissioning decisions were based largely on historical patterns of spending

('incrementalism').
ii) Methods of budgeting were concerned mainly with costs and inputs and tend to neglect

outputs and outcomes.
iii) Performance indicators were relatively underdeveloped and, where they did exist, were

concerned mainly with cost containment.
iv) The processes of priority setting between and within programmes were not well integrated and

were usually dominated by 'political' considerations within organisations.

A further issue which emerged as particularly significant during the study was the extent to which
conventional health economics is useful in explaining and/or improving resource allocation
decisions in health care. Conventional, or mainstream, health economics is characterised here as a
formalised, evidence based approach to decision-making, grounded in means-ends rationality and
intended to provide definitive judgements on choices.
The research had a triangulated design, with each part of the study complementing each other.
Issues to be covered in the interviews were identified from the literature review and issues for the
survey questionnaire from both the review and the interviews. Studies of priority setting in the public
sector were found in the economics, accounting and political science literature and reviewed. 

The interview stage of the research had internal validity, as it gave a good representation of the
views of those making resource allocation decisions in the two organisations, although the extent
to which the findings of case study research can be applied beyond the original case is always
debatable. The use of the questionnaire countered this, however, although the response rate was
rather disappointing at around 20%. Nevertheless, the triangulated design should compensate for
any shortcomings in any stage of the research. 

Literature Review
One of the most widely welcomed aspects of the 1989 NHS reforms was the requirement that
Health Authority resource allocation decisions should be based on a systematic assessment of
needs (Department of Health, 1989; Shanks, Kherad and Fish, 1995). Following the abolition of the
internal market, the retention of the purchaser/provider split was intended to motivate
commissioners to continue assessing how to best allocate their scarce resources (Department of
Health, 1997).

However, Health Authorities varied greatly in methods for setting priorities (Obermann and Tolley,
1997). Most of the approaches adopted have been criticised persuasively by mainstream health
economists for, inter alia, neglecting the potential costs and benefits of competing options for health
care. Instead they have advocated the techniques of programme budgeting and marginal analysis.
As a basis for budgeting, programmes have the advantage of corresponding to how care is actually
delivered to the recipient, both within and across organisations, rather than reflecting organisational
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structures. Furthermore, by focusing on changes at the margins, it is claimed that the health
economics approach directs decision-makers away from the mass of data to the key issues (Cohen
and Henderson, 1988; Mooney, 1994).

Studies of Health Authority commissioning suggested that there had been some movement from
incremental to more formalised methods of priority setting during the period of the internal market
(Klein and Redmayne, 1992;  Ham, 1993; Obermann and Tolley, 1997). Significantly, in the early
stages of the internal market, a number of studies reported on projects aspiring to implement the
mainstream health economics approach (e.g. Donaldson and Farrar, 1993; Cohen, 1994; Cohen,
1995; Craig, Parkin and Gerard, 1995; Honigsbaum, Richards and Lockett, 1995; Madden,
Hussey, Mooney and Church, 1995). These studies remain relevant; not least, because they are
cited as exemplars by more recent advocates of PBMA (e.g. Department of Health, 2007).

In the literature review, we also examined these papers and it was notable that, in practice, they
had been carried out to some effect, but far more pragmatically than the theory underpinning
conventional health economics would suggest. This is due not only to technical difficulties, but also
partly to the impracticality of comprehensive evidence-based evaluation (e.g. lack of firm evidence
base and insufficient information), and partly to the complex behavioural aspects of health care
decision-making, neither of which is accommodated in the underlying theory.  

The pragmatic approach seems somewhat ironic in the light of the criticism of other approaches as
theoretically unsound, although the studies themselves do contain undoubted insights. The inability
to implement comprehensively rationalistic procedures echoes the failure of earlier attempts at
'rational' methods of resource allocation in the public sector (see, for example, Elcock, Jordan and
Midwinter, 1989; Jones and Pendlebury, 2000).  This argument supports those who advocate
'muddling through elegantly' (Hunter, 1997).  A modified version of the health economics approach,
however, could be compatible with this perspective and give valuable results in practice (see
Honigsbaum et al, 1995). As argued later in the paper that this has been the trend more recently
(see Peacock, Ruta, Mitton, Donaldson, Bate and Murtagh, 2006). 

Interviews 
In general, the results of the interviews at the two health authorities gave support to the original
hypotheses of the study. It appeared, however, that target setting derived from the Health of the
Nation document (Department of Health, 1992) was more significant than expected and
incrementalism somewhat less so.

Budgeting seemed mainly concerned with inputs and costs in both authorities and performance
was measured largely in terms of activity and output.  Outcome indicators were seen as costly to
generate and, where they existed, there was a range of diverse measures making comparisons
difficult. Quality Adjusted Life Years and similar techniques were not used, although there was an
awareness of their existence.  Indeed, there was little, if any, evidence of the utilisation of techniques
derived from health economics.

Decision-making did not appear to be well co-ordinated between programmes and internal political
pressures and constraints, not surprisingly, played an important role in resource allocation. Similarly,
whilst there were attempts at consultation with the community, participation and accountability were
regarded as problematic.

In Authority A, the process of resource allocation did not appear to be well integrated or well
understood by all participants, although there were serious and significant attempts at innovative
approaches within this organisation. For example, the Authority's priorities were set in its Health
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Investment Plan, which formed the basis for funding new activities and any significant
developments of existing services. However, overall decision making at the highest level seemed
constrained by 'political' factors and 'product championing'. Thus an interviewee described the
priority setting process in the previous financial year as follows.

“…We got together in the early autumn to say mental health, heart disease, strokes are the
priority areas. So at that time, I thought the intention was that was our priority setting and we
would ask for bids in those areas. Then we met again in December time …Those bids that were
supported in that meeting got put on the draft…We met again in March…the financial situation
had changed. The purpose of the meeting was to chuck things out rather than to decide which
one to keep in…If there was not a person there who was strongly supporting a particular project
it got chucked out.”

In Authority B formal processes seemed less well developed and the influence of a relatively small
group with long standing professional expertise appeared greater. Their predominant role was said
to arise from their previous experience, although it seems likely that their senior positions in the
organisation also played a part in this. An interviewee here said, with regard to the internal planning
processes

“Generally, I am quite disappointed with the overall approach to needs assessment.”

Nevertheless, in this authority there were ambitious proposals for a rapid move to much more
formalised decision-making. These were only aspirations at the time of interviewing, however, and
perhaps, therefore, some scepticism was in order; especially in the light of the results of the
literature review. For example, the interviews revealed a lack of clarity about how priorities were to
be determined and value for money identified in the new priority setting process.

It should be stressed that none of the above is intended to be unduly critical of the Health
Authorities concerned. While the processes of resource allocation were capable of improvement,
what is mainly illustrated is the impracticability of applying comprehensively rationalistic approaches
in this context.

Questionnaires
Respondents were asked firstly to explain what they understood by the term 'priority-setting'. The
single most common answer was “getting the most out of scarce resources.” Over 52% of the
sample gave that or a similar answer; i.e. one containing at least some implication of cost-
effectiveness. Conversely 18% gave answers along lines of meeting needs or determining levels
of service without specific reference to costs or benefits. Rationing was cited explicitly in 8% of
the answers.

The next question asked whether there was a formal procedure for priority setting in the health
authority. Whilst a majority of answers (62%) acknowledged that there was such a procedure, a
significant minority (38%) said there was not. Those respondents who answered yes to that
question were asked to describe the process of priority setting in their authority. (A handful of
respondents who had answered no also went on to describe a process, presumably one they
considered to be informal.) The most common response (37%) referred to Health Improvement
Programmes (HimPs) and related frameworks. (HimPs were plans drawn up by Health Authorities
on the basis of local needs and provided a framework for the commissioning decisions of PCTs in
the early stage of New Labour's reforms.)
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The extent to which various methods of priority setting were considered to be important in the
authority was then addressed. Three methods frequently criticised by health economists for
neglecting costs and benefits were considered to be important or very important by a very high
proportion of respondents. These were incrementalism (80%), target setting (80%) and total needs
assessment (77%). In contrast programme budgeting and marginal analysis, whilst still scoring
quite highly, was regarded as important or very important in 45% of the answers. Social audit/rapid
appraisal, which requires significant involvement by the local community, was regarded as important
or very important by only a third of the respondents. Curiously, a quarter of the sample must have
regarded both PBMA and, for example, incrementalism as important/very important for setting their
priorities. This implies a willingness to adopt a very mixed approach to resource allocation.

Predictably, political initiatives and agendas were considered to be important or very important by
99% of respondents (71% very important). The opinions of GPs (98%), Public Health doctors (97%),
clinicians in trusts (90%) and Health Authority managers (92%) were also considered very influential.
By contrast, the views of other health professionals (51%), the public (55%) and current patients
(33%) were less influential. Power and status seem to be significant factors here, thus reinforcing
the importance of behavioural aspects in decision making referred to earlier.

The lowest ranking was for the opinions of health economists. Whilst a quarter of the sample
considered these to be important, only 1% thought them to be very important. However, this does
show some recognition for what is, after all, a rather new profession. Moreover, 59% of the sample
replied that more information concerning cost-effectiveness or cost-benefit would be very important
and 53% desired more information about equity. Only 16% of respondents gave a similar response
concerning more information on the views of the general public.
These results suggest that there was a concern to incorporate considerations of costs and benefits
into resource allocation decisions, but it seems clear that the approaches adopted were pragmatic
and eclectic. Not surprisingly, political and professional influences had a marked effect on resource
allocation; whereas, disappointingly, consultation with the general public was regarded as less
important. Thus the results reinforced the conclusions drawn from the earlier stages of the study.

Recent Developments in Programme Budgeting
According to Lockett, Raftery and Richards (1995), Programme Budgeting first engaged health
economists in the early 1990s and has its origins in the controversial approach known as Planning,
Programming and Budgeting Systems (PPBS). As they say,

“The recent enthusiasm for programme budgeting … would be less disconcerting if the new-found
converts showed any awareness of the history of the technique, all the more so given the highly
unfavourable judgements that have been made about programme budgeting in the 1970s …”
(Lockett et al, 1995, p.90)

(See Jones and Pedlebury, 2000, for a history of PPBS.)
It is not surprising that the rapid uptake of interest in this approach was associated with the early
stages of the internal market, as purchasers sought out frameworks for priority setting in order to
support their resource allocation decisions. Similarly, it is no coincidence that interest in Programme
Budgeting has revived as the New NHS has come to resemble the internal market more and more.
(See, for example, Department of Health, 2002; Ruta, Mitton,  Bate, and Donaldson, 2005;
Peacock et al, 2006.)  Indeed, a revived interest in 'rationalistic' approaches seems characteristic
of 'New Labour'. Thus Keenan (2000) argues that Best Value, the performance measurement
framework introduced into local government in the UK in 2000 (and subsequently subsumed into
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the Comprehensive Performance Assessments in 2002) contained significant elements of PPBS
and Zero Base Budgeting. (See Jones and Pendlebury, 2000, for an account of this technique and
its history, which somewhat resembles that of PPBS.) 

However, the later form of Programme Budgeting does seem to have important modifications. As
Mitton and Donaldson (2003, p.102) say, “… different authors have proposed various formats” for
programme budgeting. Mooney, Gerard, Donaldson, and Farrar (1992) promoted an earlier
conception of the process as follows:

1. Define programmes
2. Establish programme management groups
3. Define sub-programmes
4. Focus on the margin
5. Draw up incremental/decremental wish lists
6. Cost wish lists
7. Examine the relative benefits of changes in spending on programmes/ sub-programmes
8. Make resource allocation decisions

It is interesting to compare this with Mitton and Donaldson's own later and much less rigid format
based on “five questions pertaining to the use of resources” (Mitton and Donaldson, 2003, p.102):

1. What are the total resources available?
2. How are these resources currently spent?
3. Where might more resources be allocated and what would be the effectiveness of this

spending?
4. Are there areas of care which could be provided with the same effectiveness, but at lower cost?
5. Are there areas of care, which are effective, but should receive less resources because spending

elsewhere would be more cost-effective?

Mitton and Donaldson (2003) advocate involving both the public and experts in decision-making
whilst still stressing the need for evidence based decision-making. In general, the tone of the
approach to programme budgeting they propose seems more pragmatic and practical than before.
There is a welcome recognition of the need for PBMA to be adjusted for organisational fit, for
economic evaluation to be part of a broader priority setting framework and for the inclusion of equity
as well as efficiency into the criteria for decision-making. Moreover, it is ultimately the relevant
decision-makers who must decide whether and which changes in resourcing should take place. 

In addition, an intriguing and most commendable aspect of Mitton and Donaldson's paper is their
recognition of the need to draw on organisational theory. As they say,

“Of course, some unresolved issues do remain within the PBMA framework and its
application…Perhaps the most important point is the need for more work in the area of health
organization behaviour, whereby experts in that field can work collaboratively with health
economists…to positively impact strategic planning and priority setting activity.” 
(Mitton and Donaldson, 2003, p.103)

Nevertheless, they claim that this approach would still adhere to the key economic principles of the
margin and of opportunity cost. Strictly speaking, however, this would mean identifying the marginal
cost and marginal benefit of each additional unit of output and assessing the opportunity cost of
foregoing the benefit of any other possible use of the incremental spending.  
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Whilst this is at least conceivable in the traditional 'widget factory', it is very difficult to see how it
could possibly be applied in the complex context of health care. 

Indeed, what normally happens in the application of programme budgeting is  that quite large
blocks of budget allocation are moved around budget headings on the basis of quite imprecise
notions of benefit (and even of cost), based on expert or informed lay opinion. This seems much
closer to Zero Base Budgeting than marginal analysis (or, to be more precise, a variant known as
Priority-Based Budgeting; see Connolly and Ashworth, 1994). 
Programme Budgeting and the 'New NHS'

These developments are not only interesting in themselves, but also significant because, following
the initiation of the national Programme Budget Project which began in 2002, the Department of
Health is adopting the technique for use in the NHS. The project exists to develop information so
that NHS agencies can carry out programme budgeting which, in this context, is defined as 

“a retrospective appraisal of resource allocation, broken down into meaningful programmes,
with a view to tracking future resource allocation in those same programmes.” 
(Department of Health, 2007, p.4 - my bolding) 

Consequently, financial information concerning all SHA and PCT expenditure is to be analysed into
programmes of care based on medical condition. However, as usual in such exercises, the number
of categories represents a compromise between the appropriate degree of specificity and a
manageable range of programme budgeting classifications (Department of Health, 2007). The
Department of Health acknowledges that the implementation of programme budgeting is a process
which will require refinement over a long period. Thus, for the time being, a category of Other will be
maintained for activity which cannot be identified with medical condition, preventative action or social
care. Moreover, some difficulties are expected to persist indefinitely. For example, it is accepted that
not only is information on diagnosis  for community patients not collected routinely at present, but
also that the approach adopted in different Trusts is unlikely ever to be totally consistent.

The purpose of introducing programme budgeting into the NHS is stated as being to obtain
comparative information which would assist in the identification of where resources are invested
currently, the evaluation of the efficacy of current patterns of resource allocation, assessments of the
most effective ways of investing in the future and improved understanding of issues concerning equity.

Therefore, the Department says,

“Programme Budgeting is much more than an accountancy tool. The information produced
through the implementation of Programme Budgeting will help inform and improve
commissioning decisions.”
(Department of Health, 2007, p.6)

However, even allowing for it being a technical guide, it is striking that the manual gives very little
guidance as to how this is to be achieved. Thus, presumably, health agencies will be free to
experiment in ways of using programme budgeting to aid management. It is also intriguing that
there is only one reference to marginal analysis in the document.1

This suggests some pragmatism in application which is to be welcomed, although there is the
danger that the approach may only be adopted ritualistically and merely become an exercise in
retrospective book-keeping. 
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It will be important, therefore, for research to be carried out which traces the ongoing development
of programme budgeting in the English health service. Whilst the technical aspects of
implementation should be investigated, there must be a danger of concentrating on the
technicalities of information systems, costing and financial reporting. So it will be important to also
examine the social, organisational, cultural and behavioural issues which will arise as the technique
is put into place. 

Conclusions
The similarity of the current structure of the NHS to the internal market has been established and
the desirability, therefore, of referring back to earlier studies, such as the one on which this paper
is based, seems validated. All three stages in the study gave general support to the original
hypotheses.  Difficulties with availability and reliability of data, the importance of internal 'political'
pressures and lack of integration within decision-making were found in the Health Authorities in the
study. This suggests that an unmodified form of conventional health economics cannot be applied
successfully to either the study or the practice of resource allocation in health care. The findings
thus repeated previous research by indicating the limitations of 'rationalistic' approaches to
decision-making. A modified version of health economics, however, could help to 'muddle through'
more elegantly. 

In so far as these conclusions are likely to be still valid, they suggest limitations to the efficacy of
market mechanisms in this context and to claims  that techniques like programme budgeting can
be used to determine (as opposed to facilitate) the commissioning of services, although more
contemporary research would be valuable. 

Programme budgeting is a particularly significant topic at present because the technique is being
promoted for adoption in the English NHS. However, there are intriguing issues concerning this.
One the one hand, the Department of Health has high aspirations for the use of the technique,
which past experience suggests is unlikely to be attained. One the other hand, what the
Department is currently mandating and supporting might be better described as programme
costing than budgeting. There may well be a middle way between these two positions which will
prove viable. At the same time, it should be acknowledged that academic accounts of programme
budgeting do now recognise the need for a more pragmatic version of the technique. This should
fit better with the organisational and behavioural aspects of resource allocation in the complex
context of health care and would also support inter-disciplinary study.

Footnote
That is apart from the glossary (Department of Health, 2007, p. 54) which gives this notably broad
brush definition “an appraisal of the added costs and added benefits when resources in
programmes are increased or deployed in new ways.”  
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As Professor Bentley states “if you are going to do something that people do not like and you want
them to tolerate or even enjoy it, make sure that you do it with as much fairness, transparency,
consultation and engagement as possible. If you are going to tax people, make sure they know that
they are doing something for the greater good, the process is as painless as possible, and they
don't feel that they are paying more than their fair share.”  This book explores the potential and
develops a tool which can be used to further this aim. Without justice and the rule of law taxation
becomes an arbitrary exaction. It remains internally inconsistent and cannot be fully effective and
efficient. Unfair taxation imposed outside the rule of law works inevitably towards the self-
destruction of its policy intent. Instead, the implementation of the principles and approach set out
in this book provide a useful guide to best practice in tax administration that will support a robust
tax system. 

Taxation is a limit on property rights, rather than a fundamental good in itself, as it requires a
contribution of property from taxpayers to fund the operation of the state. The role of taxpayers'
rights is in turn to provide limits on the taxing powers of the state. Discovering the content of those
limits on taxing power forms much of the substance of the book as it seeks to define enforceable
rights and the mechanisms for their enforcement. 

Taxation theory to date has focused more on the law of taxation and its application. This book does
not accept the theory of other disciplines which have been adopted by taxation but looks at the
basic concepts and related theory and applies them directly to taxation. 

The book evolved from its conception to fruition over10 years. From an examination of legal and
rights theory chapter 2 provides the rationale for a Model of taxpayers' rights. It determines from
the literature covering both theory and practice of tax administration that a Model is appropriate to
provide guidance on best practice to both developed and developing countries.

Adam Smith in 1776 published his canons for the design and operation of a taxation system.
Although these principles are frequently violated by modern practice most contend that their validity
has never been seriously challenged. In a ground breaking framework Chapter 3 analyses a wide
range of major tax system reports and draws together an updated set of analytical principles for an
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effective and efficient tax system. These principles are applied in later chapters to provide
justification for the rights chosen for the Model. They can also be applied widely as an analytical tool
in any tax reform process. Chapter 3 also alerts policymakers and practitioners to difficulties that
will arise in interpreting the rights contained in the Model or any international treaty or document
setting standards. It recommends that this can be solved in part by recognising both the divergence
between legal systems and the development of common standards.

Chapter 4 first assesses the need for a guide to best practice in relation to taxpayers' rights in the
context of both national and international developments. It then derives from a range of legal theory
a classification for the rights chosen based on whether they are enforced by law or administratively.
This in turn provides the foundation for the analysis of the rights in subsequent chapters.

The nature of rights through their method of enforcement is explored in Chapter 5. It demonstrates
from constitutional and alternative dispute resolution theory that there is scope for a wide range of
measures to enforce taxpayers' rights effectively and analyses each method of legislative and
administrative enforcement. The Chapter concludes that the method of enforcement is critical to
the scope, content and effectiveness of a right. It provides a detailed analysis of enforcement
mechanisms and dispute resolution processes that can be used by legislators, policymakers,
revenue authorities, advisers, consultants and practitioner representative groups.

Chapters 6 to 8 provide an analysis of individual rights to be included in the Model based on
methods of enforcement described in Chapter 5 and an analysis of internationally accepted
standards of best practice. Chapter 6 examines the primary legal rights that underlie the
fundamental operation of the tax system. Chapter 7 analyses the features of good tax
administration and the rights that flow from it. This includes an examination of taxpayers' charters
and principles of good administrative practice. Chapter 8 analyses rights which flow from the
essential functions and operation of the tax administration. Chapter 8 uses a functional analysis in
examining the rights attached to information gathering, audit and investigation; assessment;
sanctions and enforced collection; and objection and appeal.

Chapter 9 proves the hypothesis by articulating a Model of Taxpayers' Rights as a guide to best
practice in tax administration. The latter chapters provide a useful practical guide to anyone involved
in tax administration in any form. The theory addresses questions raised by those with an advanced
knowledge of tax law and administration, but is accessible to those looking for guidance on
particular aspects of best practice in tax administration.

The book deals with the basic rights of taxpayers and considers to what extent they should be
limited in the interests of the state requirement to collect taxes. Using this approach leaves the state
to construct whatever obligations (ie tax codes and laws) it wishes, but sets out clearly the limits
that should apply in the exercise of those obligations. Using taxpayers' rights as the starting point
goes back to the premise that taxation is itself not a fundamental good, whereas individual rights
to property and liberty are. 

The taxpayer rights model consists of 25 articles and an appendix which lists generally accepted
principles of good practice for revenue authorities and an example of an administrative charter. The
articles are grouped in the following chapters: 
1: Scope and Definitions
2: Parliamentary Protection and Judicial Interpretation
3: Primary Legal Rights
4: General Powers of Administration
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5: Information Gathering
6: Audit and Investigation
7: Assessment
8: Sanctions and Enforced Collection
9: Objection and Appeal
10: A Statement of Goals

The Model of Taxpayers' Rights is divided into basic rights and recommended rights. Chapters 3 to
9 of these taxpayer rights are divided into, basic rights given as articles and recommended rights
which are found at the end of each of these chapters,. This allows flexibility based on the relative
sophistication of the tax system and provides appropriate guidelines for both developed and
developing countries. Adoption of the basic level of rights will be possible where limits on
administration capacity, cost and political constraints will postpone more comprehensive tax reform. 

The analysis and synthesis draws from a broad range of diverse materials across disciplines and
jurisdictions to provide a set of standards of best practice in tax administration. It is not available
elsewhere in a single compilation and is likely to prove a useful aid to further comparative analysis
and its practical implementation. 

The incentive for states to adopt the Model is to improve voluntary compliance, enhance revenue
collection, and improve the perception by taxpayers that their system is fair. The model is realistic,
timely and beneficial in the current international policy environment. There is no equivalent to this
book currently available. Elements of the book overlap with other works on comparative tax law,
but there is no comprehensive study of this aspect of tax administration.  

This is not a hypothetical discourse on an ethereal topic. Although it is based on established theory
it does go back to the grass roots of the need for and foundation of taxation. The conclusion is a
very practical and useable model. This book is an essential addition to any worthwhile tax library
but especially for any organisation or person that is interested in more than the pragmatic legal
requirements of fulfilling taxation obligations. However if this is the sole interest in taxation, an
understanding of a code of rights or charter and how it should be interpreted will still be of value in
maximising your rights while fulfilling your obligations. 

Clinton Alley 
Management School 
University of Waikato
New Zealand 
Email: cralley@waikato.ac.nz
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Accounting for Managers
Anne Abraham, John Glynn, 
Michael Murphy, Bill Wilkinson

4th edition
International Thomson Business Press, London, 2008
ISBN 978-1-84480-912-7
www.cengage.co.uk/

This updated text seeks to meet the needs of non-accountant managers to improve their

understanding of financial management information.  The target market is post-experience

management students (such as MBA's) and practising managers needing a better

understanding of the work of accountants.

This text largely succeeds in its aims.  There are many texts aiming to explain finance to non-
financial managers, but few manage to explain principles in an accessible manner and providing
detailed financial examples that are neither too intricate for the readership to follow nor too simplistic
and limited in scope to unpack all the financial information statements that managers may need to
understand.  This book gets closer than most to getting the balance right.

There are proportionately far more accountants to other managers in the Anglo-Saxon world than
on the European continent where accounting rules are traditionally more prescriptive and the role
of the accountant is more circumscribed. As a result managers in other disciplines tend to be more
financially literate and culturally less reliant on accountants to decode the financial runes. This text
clearly aims for international coverage with worked examples using variously dollars, sterling and
euro. Whilst it may have wide appeal throughout the Anglo-Saxon world it may have less of a
market in Europe.

Anne Abraham, John Glynn and Bill Wilkinson are based at the University of Wollongong in
Australia, while Michael Murphy was formerly at the University of Kent. This text, like most of its
competitors, looks primarily at private sector accounting issues. It does contain considerable
coverage of public sector and not-for-profit sector financial issues and principles, primarily based
on British examples despite the preponderantly Australian background of the authors. Pleasingly
this public services content is integral within this text rather than being (if provided at all) clumsy
bolt-on sections at chapter ends as exhibited in most books of this nature.

The publicity material for the text reinforces this perspective:

“The approach taken emphasises the conceptual underpinnings of the subject, and views it from
the point of view of managers' need for information. Not least the book emphasises the increasing
importance of general managers understanding the role played by their accounting and financial
management colleagues. The book gives an appreciation of the three traditional subject divisions
of financial accounting, management accounting and finance. The book is broad in scope and
encompasses accounting for public sector as well as private sector organisations”.
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The contents are in five parts.
PART 1. ACCOUNTING AND THE ORGANISATION.
1. The nature and purpose of accounting and its management interface 
2. The organisational context of accounting.

PART 2. COST AND MANAGEMENT ACCOUNTING.
3. Cost concepts and measurement.
4. Cost analysis for management decisions.
5. Budgetary planning and control. 
6. Internal performance, evaluation and transfer pricing.

PART 3. BUSINESS FINANCE.
7. Accounting and longer-term decision making.
8. Financing business operations.
9. Capital structure and dividend decisions.
10. Business reorganisation.

PART 4. FINANCIAL REPORTING.
11. The principles and regulation of external financial reporting.
12. Obtaining useful information from financial statements.
13. Auditing and management.
14. Accounting and working capital management.
15. Business taxation.

PART 5. ISSUES IN ACCOUNTING.
16. Accounting for supply chain management
17. Accounting for governance and ethics.
18. Accounting for social responsibility and the environment.
19. Strategic business accounting.

The parts of the text that deal with financial reporting (primarily chapter 11) have been rewritten to
reflect the requirements of International Financial Reporting Standards.  The text explicitly sets out
to be a “decoding manual for non-accountants” and the extensive Glossary of Terms is most
definitely fit for purpose, as it demystifies accounting jargon with clear and concise definitions.

There is plenty of perceptive discussion about the behavioural dimension of financial information.
The text is prepared to challenge the assumptions and prejudices of its target readership by
asserting that financial information is often far from objective and neutral and indeed is “consciously
biased or distorted to support narrow managerial objectives against the interests of workers or
society” with a telling example of the information made available to justify successive rounds of pit
closures by (the then) British Coal.  Whilst explaining traditional accounting techniques the text
recognises that these were based on manufacturing industry which now more automated is anyway
a smaller proportion of the economy. It recognises the need to “develop accounting systems more
tailored to service business, professional offices and public-sector enterprises (sic)”.

It notes the changes in the public sector across much of the western world towards commercial
management and accounting principles with more emphasis on seeking surpluses not just
spending budget allocations without any surplus or profit.
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There is a sound explanation of agency theory in the context of a heavyweight chapter on
corporate governance and a history of its failings and subsequent evolution and regulation.
Costing concepts and techniques are expounded clearly and budgeting in particular is set in
both a private sector and public sector context. Indeed, one of many examples of real flair in
the text is the colourful explanation of the derivation of the word budget from its eighteenth
century British public sector origins in the “bougette” (French for small bag) used by the
Chancellor of the Exchequer to carry the financial plans for the coming year to Parliament 
for presentation.

There are very useful discussions on the layout of NHS budget statements as examples of how
to segregate costs by degree of controllability, as well as discussion of two-tier fixed/variable
pricing and a critique of why the attempt to create a competitive NHS internal market was
largely a failure, although it has left a legacy of improved cost-awareness and enhanced costing
systems. There is also a perceptive analysis of why requirements to incorporate capital charges
based on current costs for public sector comparators often result in private sector competitive
costings, based on historical costs, appearing cheaper resulting in a higher incidence of
outsourcing of public services than was perhaps really justified. 

Zero-Based Budgeting is examined in detail on page 191 with a conclusion that it is impractical
to apply it continually being so difficult to keep up to date in a rapidly changing environment.
Sadly the same has to be said of a considerable number of the public sector examples in the
book itself, as many are now consigned to history. Current topics of controversy and difficulty
such as PFI (Private Finance Initiative) make only a cameo appearance or are absent altogether.
How difficult it is to keep a text aiming for authoritative coverage of public sector finance up to
date at a time when the public sector is in such a state of flux!

The text is prepared to explain (lucidly) difficult and controversial topics in accounting such as
the Modigliani and Miller optimal cost of capital controversy. It also explains the purpose and
conceptual underpinning of all the main financial statements, including Cash Flow Statements
and the Statement of Total Recognised Gains and Losses, how they differ from the contents of
the Profit and Loss Account and why a reconciliation of movements on equity is needed. These
concepts are superbly illustrated by clear numerical examples.

Less attractive is the presentation of the detailed calculations for many figures in the numerical
examples in primary school type layout in rows rather than columns. This may save space, and
perhaps is more in tune with the way non-accountants approach figures, but it often results in a
rather inelegant style of presentation.  The authors make a passionate plea for social and
environmental accounting considerations to be fully integrated into budgeting and costing systems,
and they provide a really useful exposition of how the many difficulties of measurement and
credibility/ acceptability in provision of such information can be overcome. They criticise
organisations for providing such information as a bolt-on, often only under pressure from transient
special interest groups. How disappointing then that their new material on this topic is itself clearly
a stand-alone bolt-on as chapter 18 and not integrated with the chapters on costing and budgeting
which come much earlier. Perhaps the next edition will rectify this weakness.

Overall the strengths of this text far outweigh its weaknesses. A consistent strong point is the
quality of the thought-provoking and often controversial exercises and conundrums at the end
of each chapter as well as the clearly graduated numerical examples and exercises. This text
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will have strong appeal for level 3 business and management students (and 
even accounting students) in addition to the primary audience, as the authors can justifiably
state that whilst

“we have been conscious of the need to avoid “technical overload”, as this book is not
intended to be a specialist accounting textbook….it contains much that will be of relevance
to mainstream accounting students given its integrated coverage of management and
financial accounting”.

This text contains an authoritative bibliography and suggested further reading and a comprehensive
index, and is a weighty paperback text of 640 pages priced at £41.99. There is a website for the
text at www.cengage.co.uk/glynn4 but regrettably the URL specified was unavailable so it was
impossible to review the site. The book alone represents good value for money for buyers in the
target readership. 

Phil Whittaker
Salford Business School
University of Salford
Salford
M5 4WT
United Kingdom
e-mail: P.Whittaker@salford.ac.uk
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