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The Audit Commission is an independent watchdog, 

driving economy, efficiency and effectiveness in local 

public services to deliver better outcomes for everyone.

Our work across local government, health, housing, 

community safety and fire and rescue services means 

that we have a unique perspective. We promote value for 

money for taxpayers, auditing the £200 billion spent by 

11,000 local public bodies.

As a force for improvement, we work in partnership 

to assess local public services and make practical 

recommendations for promoting a better quality of life 

for local people.
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Executive summary

Improving data quality in the NHS: Annual report of the 
payment by results assurance programme

In 2007, the Audit Commission began a quality assurance programme for 
the data that drives payment by results, the national tariff payment system 
for acute and specialist hospitals. The system creates a payment per  
patient, depending on the treatment that the patient is given, that hospitals 
charge Primary Care Trusts (PCTs). 

Each year, we audit data at every acute and specialist hospital in  
England to check how accurately its clinical coding reports the treatment 
given to patients. Since 2008 we also looked at the accuracy of 
outpatient data at every hospital. Hospitals use the data on inpatients 
and outpatients to determine how much PCTs should pay them, so it is 
important that it is accurate. 

The NHS also uses this information to plan and monitor healthcare 
provision. Good quality data also supports effective commissioning. 
As the NHS places more focus on improving efficiency and outcomes, 
measurement of progress will be dependent on accurate coding data.

The accuracy of coding data has improved since 2007. At the start of the 
programme, average clinical coding errors at trusts were 16 per cent. This 
has reduced to 11 per cent. Over the three years, the gap between the best 
and the worst trust has also narrowed. Despite the improvement nationally, 
there is still a high proportion of trusts whose coding accuracy is poor, or 
who do well in certain specialties but not in others. 

The errors were not all one way. Some resulted in overpayments, some 
in underpayment. Nationally, the under- and overpayments balance, 
suggesting that overall PCTs are not deliberately overcharged.

Our audits normally target specialties at individual trusts where we 
think there may be problems with the coding data. We use our ‘National 
Benchmarker’ to identify these areas. It can also be used by trusts and 
PCTs to spot where hospital activity is inefficient by comparing indicators 
with other hospitals. All trusts and PCTs use it. 

However, since 2007 we have carried out random sample audits on four 
specific specialties at all trusts that deliver them, to give us a national 
picture across the NHS in England. The four specialties are: general 
medicine, trauma and orthopaedics, cardiology, and paediatrics. We 
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estimate that, of the £21 billion paid over the last three years for treatments 
in these specialties, £1 billion (about 5 per cent) was incorrectly paid 
because of wrong data. Nationally, the under- and overpayments again 
balanced out but there is variation locally.

Many of the same common issues that cause poor coding data have been 
found each year.

Trusts need to make sure that: 
�� regular internal audits on clinical coding and the quality of 

outpatient data are carried out;
�� clinical coders are well trained and follow national standards;
�� clinicians are engaged in improving the accuracy of 

inpatient and outpatient data; 
�� policies and procedures for data quality and capture are  

up to date; and 
�� medical records are of a good quality, accurate and are 

readily accessible to those inputting data.

As well as these issues, auditors also find that in some instances, there 
is no information in the case notes relating to the episode of treatment 
recorded in the coding data. Poor quality medical records such as these 
represent a clinical as well as a financial risk. Over 50 per cent of trusts had 
at least one episode of this kind out of a sample of 300 records.  

PCTs can use the assurance framework to ensure they are being charged 
correctly by identifying data quality issues at providers.

PCTs should use:
�� the findings from the assurance framework to challenge 

their local hospitals to improve the recording of care 
delivered to their patients; 
�� the national benchmarker to spot areas where the 

information recorded may not reflect what happened to  
the patient, and discuss this with their local hospital;
�� the national benchmarker to make sure their local hospitals 

are using tax payers’ money effectively by treating patients 
as efficiently as possible; and  
�� our tools to help GPs understand their future 

responsibilities as commissioners of healthcare 
from hospitals.
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There would be further improvements in data quality and clinical coding 
if all trusts implemented the recommendations arising from the audits. 
Most trusts had made progress in this, but only 14 per cent of all trusts 
audited in 2009/10 had completed all their audit recommendations from 
the previous two years. Some of the recommendations are wide-ranging, 
such as increasing clinician involvement, and cannot be completed 
quickly. They need to be addressed corporately and require high-level 
commitment. All trusts and PCTs should review the results of the audits at 
their Audit Committees.

In 2010/11, we will focus our audits on those trusts with most room for 
improvement. We are also auditing independent sector providers and 
reviewing PbR contracting arrangements at PCTs. We will continue to 
develop our National Benchmarker. We have agreed with the Department 
of Health that we will audit the costing information supplied by acute 
trusts. This is used to determine the tariff and in local price negotiations to 
support these activities. 

We have published details of the performance of individual trusts on our 
website. They compare performance over time and nationally. You can 
find these at www.audit-commission.gov.uk/PbR There are also examples 
of  how trusts and PCTs have used the assurance programme to improve 
data quality. 

http://www.audit-commission.gov.uk/PbR


If you require a copy of this document in an alternative format 

or in a language other than English, please call: 0844 798 7070

If you require a printed copy of this document, please call:  
0800 50 20 30 or email: ac-orders@audit-commission.gov.uk
This document is available on our website.

We welcome your feedback. If you have any comments on this report,  
are intending to implement any of the recommendations, or are  
planning to follow up any of the case studies, please email:  
nationalstudies@audit-commission.gov.uk
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