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1. [bookmark: _Toc530431409]Introduction
1.1 [bookmark: _Toc530431410]Rational

[bookmark: _Hlk530370632]“An analysis of Activity based funding using Health and Care Research Wales as a case study”   

There are many challenges of appropriately allocating funding for Healthcare research across Wales as it spans a vast diverse region of different communities. Health and Care Research Wales is an overarching research organisation that operates across wales and provides infrastructural support and funding to research centre to help meet Welsh Government aims of increased opportunities for patients in Wales to enter Clinical trials, and an increased number of trials operating across Wales by a skilled workforce (Health and Care Research Wales, 2018).

To help ensure that the limited available resources are allocated to where they are needed the most an activity-based approach has been used by Health and Care Research Wales since 2012/13. This method seeks to take a more complex view of the activities undertaken and can also consider the necessary support costs that are needed for these services. It achieves this by assigning tariffs to activities based on the type and complexity of the trial, in doing so it is able to identify and properly cost for ancillary activities which are linked to primary performance metrics such as number of patients recruited, but are not entirely reflected by them (Health & Care Research Wales, 2018). Some of the Key Indicators used by HCRW include number of studies recruiting patients in Wales, number of patients recruited into clinical trials (expressed as a percentage of total patients potentially eligible), time taken for centres to open clinical trials to recruitment, open trials recruiting to agreed targets. The more of these key indicators centres in Wales are able to meet the more funding they will be eligible to receive, therefore creating an incentive to ensure they achieve them (Health and Care Research Wales, 2018).
There is currently an active debate about the value of activity-based funding and its utilisation in the Healthcare sector is relatively recent and its use is currently growing. There is a mounting body of research following the adoption of activity based funding, the subject of this report will differ slightly as it will concern a healthcare research organisation which has difference performance metrics to more general healthcare organisations, such as recruitment into clinical trials, rather than number of patients treated and waiting times (Karen S. Palmer, 2014). 

Despite the increasing relevance of activity based funding, there has been some criticism of its use, (Scott & Yong, 2012) suggest caution when adopting ABF as if the metrics are prioritised towards being economically viable instead of providing the greatest possible health benefits, there can be potential for a misallocation of resources. This highlights the necessity for creating key performance indicators which incentivise activity to best achieve the organisations aims and objectives. While commercial businesses primary objective is to generate wealth for its shareholders which can be demonstrated by increased revenue and share price, HCRWs objectives of improving research within Wales are not as easy to quantify therefore ensuring methods of assigning funding result in achieving this objective is important.

(Lægreid & Neby, 2016) highlight the potential danger of those within organisations “gaming the System” of activity based funding by reporting figures in a way that best represents themselves and their work. This is a particular danger of activity based approach as it is so reliant on self-reporting.

Using an activity-based approach has the advantage of being more accurate than traditional costing by assigning more directly the cost of activities with the activities themselves, this however comes at a disadvantage of the difficulty and increased cost of implementing it, and therefore needs to demonstrate through a greater resulting efficiency that it’s use is justified by the results (Drury, 2012).

[bookmark: _Toc530431411]1.2 Theory Background

A budget can be described as “A quantitative expression of a plan for a defined period of time. It may include planned sales volumes and revenues, resource quantities, costs and expenses, assets, liabilities and cash flows.” (CIMA , 2008, p. 3). There are many ways of implementing a budget, however the main focus of this dissertation will be an activity-based approach at budgeting, comparing to the main viable alternatives that currently are used.

To be able to best assess the impact of activity-based funding, it will be necessary to examine the principles of the activity-based approach through a review of the current literature. This will include looking at the traditional approach to budgeting/funding and the strengths and weaknesses in comparison to an activity-based approach, and will include an examination of traditional budgeting, balanced Scorecard, beyond budgeting and activity-based costing.

To understand the desired outcomes of using an activity-based approach to funding it will be necessary to look at the theory behind activity-based costing and the problems with a traditional approach to budgeting it seeks to solve. ABC was first introduced by (Kaplan, 1984) to address issues with the standard costing model from it not adequately assigning costs to indirect production, and stating that if these costs are not correctly accounted businesses may not be accurately aware of costs within their production and changes to these costs can affecting their overall profitability.

Since the introduction of ABC there has been criticism which include the difficulty of implementing the system, as although it is simple in theory the assignment of cost pools requires often subjective judgement of how they are created and utilised (Economist, 2003). As activity-based costing is not a legally mandated activity, unless the savings created by its use are greater than the cost of implementing it, it ultimately does not provide good value to the company using it.

Other approaches to budgeting have been proposed to address some of the limitations of ABC, these include:

The balanced scorecard suggested by (kaplan, 1992) seeks to take a broader perspective on the success of a business than purely profits by considering in addition to the financial perspective how the company is perceived by its customers, its internal functioning, and how much it learns and grows. 

(Kaplan & Anderson, 2004) proposed time driven ABC, which aims to overcome the difficulty of implementing traditional ABC due to the complexity and additional cost, making it easier to use and scalable.

Beyond Budgeting seeks to address the change in complexity that companies have had to adapt to over time by changing the traditional structure and using a ‘bottoms up’ approach to planning and control (Cvrkalj & Smolar, 2015).

[bookmark: _Toc530431412]1.3 Aims and Objectives

The aim of this dissertation is to assess the value of using an activity-based approach to assigning funding within non-profit organisations, and will use Health and Care Research Wales as a case study, to achieve this the following aims will be adopted:

· Provide a critical analysis of using activity-based costing as a method of managing a budget and compare these against those of other alternative costing methods

· Investigate the implementation of activity-based funding by Health Care and Research Wales considering the key performance indicators and if they translate into achieving the organisations aims and objectives

· Make recommendations regarding activity-based funding and any potential alternatives or alterations that could represent better value


2. [bookmark: _Toc530431413]Research Methodology 
[bookmark: _Toc530431414]2.1 Method

This dissertation will use in-depth interviews which are a qualitative research method, as they will take advantage of some of the strengths of a qualitative approach such as greater depth and complexity of data and allow flexibility to the  researcher to adapt the questioning during the process and allow the responder a chance to elaborate on their answers (Crowther & Lancaster, 2008). The researcher will be conducting a set of in-depth interviews with members of staff of Health and Care Research Wales who interact with and are impacted by the use of activity based funding. Interviews will be a useful tool for this dissertation as the respondents will be able to clarify in their own words their experience of using activity-based funding and how it has impacted their method of working and demonstrate if the strengths and weaknesses of such an approach encountered in the literature review are represented.

The Interviews for this dissertation will be semi-structured and will be recorded with the consent of the participant, they will then be typed so they can be analysed to draw conclusions.

This dissertation will also be looking at how the data reflects whether the introduction of activity-based funding as a costing method has been successful. This will involve an examination of the performance indicators used by Health and Care Research Wales and their resulting performance report over a period and if they show a positive result, and the extent to which this can be attributed to an activity-based approach. The dissertation will make use of academic sources, peer reviewed journeys, reputable news articles.

[bookmark: _Toc530431415]2.2 Sample

(Saunders, et al., 2009) suggest that due to limitations such as time and resources it is impractical to survey the entire population that would be applicable to your research topic and it may therefore be necessary to select a sample of that population. Due to time constraints, and as this dissertation will require a specialised sample of the population which are employed within Health and Care Research Wales and have experience with interacting with the activity-based funding system, it will be necessary to use convenience sampling, as this will allow me to make use of subjects with Health and Care Research Wales as I will be working in that environment. The sample for this study will be a 3-5 in-depth interviews with Health and Care Research Wales staff.

The data for analysis is publicly available and I will attempt to use various tools such as spreadsheet and data analysis software to interpret and draw conclusions from the data. 

3. [bookmark: _Toc530431416]Planning 
[bookmark: _Toc530431417]3.1 Limitations

The primary limitation of this dissertation will be the time available to complete which could result in a less complete analysis of the subject matter. There is also a limitation of the chosen research method as it will result in a smaller number of subjects than other methods such as questionnaires, the aim of using the chosen method however is that the depth and speciality of data it can provide will make up for the limit number of subjects, this however will be a limiting factor when drawing conclusions from the collected data.

[bookmark: _Toc530431418]3.2 Gantt Table

The below Gantt table has been constructed to manage the time of the Researcher throughout this dissertation (Saunders, et al., 2009).
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