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PRIME MINISTER

YOUR VISIT TO THE DHSS

I attach the briefing for your visit to the DHSS which you
saw when it was scheduled for 29 August. The only part which you
have not seen is the revised timetable and the briefing on the
row within the DHSS about options on staff cuts. These two items
are at the front of folder 1.

You also asked for copies of the most recent annual reports

of the SBC and the National Insurance Fund. They are attached,
together with the Department's own annual reports. All of these

documents are for 1977, since 1978 ones have not yet been published.
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25 September 1979




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone o1-407 5522

From the Secretary of State for Social Services

25 September 1979

Nick Sanders Esq
Private Secretary
10 Downing Street
LONDON

SW1

e Nk,

VISIT BY THE PRIME MINISTER: 26 SEPTEMBER 1979

I attach four copies of the revised agenda for tomorrow's
visit which includes the names and duties of officials who
will be present at each stage. Also enclosed are: _
Fro o e ot el |
(1) A brief on our recent discussions with the ¢ &
Staff Side of this Department on options for
manpower reductions (four copies). ;
A bhod fHLeAR-
(2) The DHSS Annual Report 1977 — 'for <24 | e

s

(3) The Supplementary Benefits Commission Annual Report 1977
(4) The Annual Report of the Chief Medical Officer 1977

(5) The National Insurance Fund Account 1977-78., — Aitacked

Our arrangements for the visit including lunch assume, as before,
that the Prime Minister will be accompanied by Mr Gow,

Mr Wolfson and yourself plus 1 or 2 detectives. Please let me
know as soon as possible if there is any change in these
arrangements.

Yours sincerely
o

D Brereton
Private Secretary
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10 DOWNING STREET

l‘l,no\' 13 8

From the Private Secretary Qf%./

Further to our conversation on the
telephone this afternoon, I am writing
confirm that the Prime Minister will be
paying a visit to your Department on
Monday, 14 January 1980, She will be
arriving at 1130 and will stay with you
until 1500,

The purpose of the visit is tc
discuss the main issues facing your
Department at the present time with your
Secretary of State, Ministers and Senior
Officials. She would also like to meet as
many of the staff as is possible within
that time. You kindly agreed to submit
programme to me by the beginning of
December.

CAROLINE STEPHENS

Bernard Dodwell, Esq.,
Department of Industry.




Sanders

MR. PATTISON

Before you went on holiday, wvou put into
operation a possible visit by the Prime
Minister to the Department of Emplovment
on Tuesday 2 October. Employvment came back
to us saying that the Secretary of State would
be away so could we offer them another day.

I thought it would make sense to make a straight

swop with Industrvy and as we had not vet

contacted Industry, I gave Employment Monday,

26 November and offered Industry the 2nd.o<X,
However, Sir Keith was not very content as

he already had a rather important encagement
that day so I have now given Industry

Monday 14 January and Emplovyment are happy
with Monday 268 November.

I have not been successful in finding
any other Department to take the October slot,

so that is now free time for the Prime Minister.

=t

13 September 1979




10 DOWNING STREET

13 Sentember 1279

arther to our conversation on the
today, I am writing to confirm
Minister will be visiting
of Employment on Monday,
vember. She will be arriving at
and leaving at 1500. You will appreciate

the timings might have to be altered

depending on other commitments at that time.

CAROLINE STEPHENS

Andrew Hardman, Esq.,
Department of Employment.




.PF{IHE MINISTER

You were to have visited the
of Employment on 2 October. This
not be possible as Mr. Prior has to
of London. I have, however, managed
a direct swop with the Department of
which was to have been on 28 November,
As 8ir Keith is in Londeon on 2 October,
the Denartment of Industry would very
pleased to have you on that day. Can we

go ahead with setting up a programme?

CAROLINE STEPHENS

12 September 1879




MR. LJ‘;NK{STER

The Prime Minister has a visit
to the Department of Employment scheduled
for Tuesday, 2 October, 1100-1500.

I have not yet confirmed this date with

Employment, nor have I suggested issues

which the Prime Minister migsht wish to
pursue, Could I leave vou to set up
this visit in my absence on leave?

4 September 19709




Is this still likely?

like a brief by?
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From the Private Secretary ' 30 August 1979

The Prime Minister has been hoping to find an opnortunity
to spend the day in Wales, which would include a call on the
Welsh Office,in October. It now appears that this will not be
possible, but she would still like to arrange for such a visit
when an opportunity presents itself.

With this in mind, I would be grateful for your suggestions
for a day's programme for the Prime Minister, which would include
some time at the Welsh Office in Cardiff.

The pattern which the Prime Minister has previously adobnted
for such visits is as follows. She would leave London the night
before (in practice usually a Thursday), arrive at her destination
in the late evening, and stay in a hotel. The following morning
she is content to start a programme as early as 8 o'clock if that
seems desirable. In the case of Wales, she would probably like
to take in a range of activities in the mornineg, including some
industrial visits. ©She is particularly interested to visit small
companies employing hieh technology and with an expert orientation.
You might also want to work in points (a) and (b) from Bob Williams'
letter to me of 8 June. She likes to take the opportunity to stop
and talk to neople throughout her programme, and to include a walk-
about in publie - perhaps in a shopvoing centre - at some starge.
Again, there were suggestions for these at (d) of Bob Williams'
letter.

We have found it convenient to leave aside 45 minutes or so
at the end of a morning for press coverage, mainly for set piece
interviews with local radio and television. This was mentioned
at (f) of Bob Williams' letter. We would need to consider whether
the occasion justified a formal press conference in addition to
individual interviews.

When the Prime Minister visited the Scottish Office., she found
it very useful to talk to senior Ministers and officials to discuss.,over
off the record major problems which the Department was expected
to face over the coming months. I am sure the Prime Minister would
be content to do this again, but if your Secretary of State felt
she should meet a cross-section of the communitv as in (e) of
Bob Williams' letter, we could suggest this to her,. Thereafter,
she would want to have a meeting with senior staff, and would then
want to visit some parts of the office, perhaps concluding with
a meeting with a cross-section of the Department's staff, including
Staff Side representatives, over a cup of tea.

/We should aim




L

We should aim to coneclude this programme by about 1630, to
allow time for the Prime Minister to undertake a politiecal
engagement in the area before returning to London in the early
evening.

With this in mind, it would be helpful if you could let me
have detailed suggestions for a programme which we could put into
| effect at fairly short notice when a suitable space appears in
| the Prime Minister's diary. Perhaps you could let me have something
| in the course of next month.

M. A. PATTISON

G.C.G. Craig, Esq.,
Welsh Office.




PRIME MINISTER

VISIT TO DHSS, WEDNESDAY 29 AUGUST

I attach two folders. The first contains the briefing
prepared by DHSS on the issues you have indicated you would like
to discuss when there. The second contains other material which

I have commissioned to shed light on the Department's activities.

First, there is a helpful note from Sir Derek Rayner's

Office, which includes a number of questions on the NH§J/Bn social

security and unemployment benefit,/and on personal social services.
EE— —

Second, the folder includes the letter which you saw
earlier from Dr. Balfour Lynn setting out his concerns on structure,
decentralisation, communications, industrial relations, and ways

in which the private sector can help the public sector.
Third, there is a note from Sir Kenneth Berrill with
t‘;fffurther questions you might wish to pursue on the health,

personal social services and social security questions.

Finally, there is a short ncote from Sir Ian Bancroft's office

on manpower questions which you might like to pursue.

VY

S

24 August 1979




MANAGEMENT — IN CONFIDENCE

Mr PATTISON

PRIME MINISTER'S VISIT TO

I attach some questions which the PM .-Dnt find useful.
following notes may help to ]

Rayner and DHSS

2. S1lr DR has seen three Ministers separately, Mr Jenkin

and Mrs JhLL:er about th; "R:;r*” project" and Dr Vaughan,

at the latter's request, on TI; procurement. 1 atta
i ] letter to Dr. Vaughan.
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administered by health authorities and boards
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23 August 1979

Attachments: vFPossiule questions for Prime Minister
v Letter from Sir Derek Rayner to Dr Vaughan
on NHS supply procurement
v Forms: an example of change for the better &
Letters to Sir Derek Rayner from Mr Eades and
Mr lcLean




STER'S VISIT TO DHSS,
29 AUGUST

Questions on the NHS

1. The Secretary of State is often said to lack adequate
orgzanisational and other means of getting value for money 1n
a system alleged to be out of control, over elaborate and

s M My

bureaucratic. WHAT ARE THE THINGS THAT GET IN THE WAY OF THZ
MINISTER'S ENSURING THAT PATIENTS GET COST-EFFECTIVE SERVICESY
WHAT NEEDS TO BE DONE ABOUT THEN?

i -

2. WHAT IS THE MOST COST-EFFECTIVE WAY OF RATIONALISING THL
PROCUREMENT OF NHS SUPPLIES?

e 1t is often argued that cuts fall on services, noi on
administration. (Administration and works/maintenance account
for 15.95% of NHS manpﬂwer.} IS IT TRUE THAT CUTS FALL ORN
SERVICES RATHER THAN ON ADMINISTRATION?

Questions on Social Security and Unemployment Benefit

4. DO WE REALLY NEED SEPARATE DHSS, DE AND MSC OPERATIONS
AND SEPARATE OFFICES? WHAT ARE THE COSTS OF THE PRESENT
ARRANGEMENTS? HOW CAN THE ADMINISTRATION OF SOCIAL SECURITY
AND UNEMPLOYMENT BENEFIT BE UNIFIED AND SIMPLIFIED?

FH IT staff side opposition is argued, WHAT IS THE COST OF
CONTINUING TO GIVE INTO IT? WHAT ARE THE JUSTIFIABLE GRIEVANCES
OF STAFF, IF ANY, WHICH WE COULD RENOVE?

6. If it is said that the size of the staff is "demand-led",
I ACCEPT THAT WE NEED PECPLE TO DEAL WITH PEOP E, BUT ARE THE
PROCEDURES AND RULES SIMPLE ENOUGH? 00 WE INTEND TO GO ON
INCREASING STAFFY HAVE WE SOLD THE PASS THROUGH THE NANAGE-
MENT FORMULA" (see attachment to Mr Laughrin's letter of 19 July
to lir Pattison)? ¥

Questions on Personal Social Services

T WHAT DOES THE DEPARTMENT DO TO HELP THE PUBLIC GET VALUL
FOR MONEY? HOW DO THE CALCULATION OF RATE SUPPORT GRANT, THE
ANALYSIS AND DEVELOPMENT OF POLICY AND THE DHSS's SOCIAL WORK
SERVICE GROUP COME INTO THIS?

% DHSS staff numbers have increased by 20% since 1974 (80,900:
97,600).




CABINET OFFI1CE

70 Whitchall, London swia 2as  Telephone o1-ggaengzzoext 233 5224

1 August 1979

Ir Gerard Vaughan WP
KNinister of State for Hea
Department of Health and
Alexander Fleming House
Elephant & Castle

London SE1
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PROCUREMENT OF NATIONAL HEALTH SERVICE SUPFPLIES

I enjoyed meeting you and Mr Collier last Friday, when I promised
to look up the correspondence between the Institute of Purchasing
and Supply and myself. I find that when the Director General
wrote to me in May it was to send me a copy of his letters of

11 May to your Secretary of State and of 27 October 1978 to his
predecessor; this means that the IPS's views, which strongly favour
a "Supply Directorate with effective authority", are already avail-
able within the Department.

t may be helpful if I re-state the points which I have in mind on
gy p
this issue, as follows.

The starting point is, presumably, that the arrangements made must
ensure value for money and supplies of specified gquality avzil-
able at the right time and to the right standard. To my mind,
there is a clear case for procurement arrangements which provide for
(2) centrzl control over supply staff and over policy towards
capital and bulk non-perishable expenditures; (b) decentralised
control over perighable and small item expenditures; ~(c) regionzl
storage and distribution for Ihose iTems whére regular production
runs will bring substantial economies and where there is enough
demand to justify bulk deliveries by item into the warehouse and
mixed by sizeable loads to the user; and (d) taking into account
the needs of both the user and the industrizl supplier. There =re
obstacles in the way of -such arrangements, not least the difficulty
of finding the right person to head up the central organisation =nd
of overcoming entrenched sectional interests, but there is already
the model of a Procurement Executive in MOD which deals with a lzrge
proportion of the expaznditure and, by including the users in its
management, achieves reasonable efficiency whilst also taking into
account the needs of contractors.




I would like to add the following points of detail:

2. Because I favour the model for a new supplies body at
paragraph 14.1 on page 6 of the Salmon Report, I believe that

a central agency should be responsible for the supply staff

in the DHSS and the NHS. But I would see it as being responsible,
not for buying, which can be left to individual authorities or
institutions, but for the co-ordination of negotiations leading
to contracts with suppliers. In this role it should agree speci-
fications and set standards in consultation with users and provide
them with an intelligence service; I agree with the point you
made that one should avoid setting standards which result in pro-
ducts that users cannot afford to buy.

b. The central agency should pay particylar attention to co-
ordination in respect of major capital jfems. Here my imprescion
1s that the relevant industries are badly in need of long-range
information; only a central body is appromiate for the task of
dealing with very expensive items produced as a result of sub-
stantial industrial investment.

= The central agency should draw on the work of commodity
teams which would be tasked with producing specifications for

ma jor items and with reviewing existing specifications with the
help of the users, eg Regional Supplies Offices. (I made the
point that in the retail business it pays to listen to what one's
customers have to say.)

de. The central agency should impose disciplines on procurement
by individual authorities, with the aim of avejding producers who
have a poor record in, for example, industrial relations, delivery
and-quality. > T —

s
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DEPARTMENT OF HEALTH AND SOCIAL SECURITY -~
-
"' (LO Address)
PBvivEx l"“}
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Dear Sir or Madam,
| am arranging for one of my Supplementary Benefit officers tovisit you on

19.......... This visit will probably be made in the
morning/afternoon. | am sorry | cannot be more definite about the time but
the officer has a number of other visits to make during the day. | hope you
can arrange to be in. But if you are at work or have a prior important
engagement (eg hospital appointment) please don't rem ain at home. If this
is the case perhaps you could let me know by the day before the visit,
telephoning the number shown at the top of this leftter.

The officer who calls will ask for information — which will be treated as
confidential — about the following .

Your rent and rates (or other household costs, if for instance, youarean
owner-occupier) and whether anyone else lives with you.

Any income you have — such as national insurance benefit or pension,
Child Benefits, Family Income Supplement, part-time eamnings or
income from a private insurance scheme.

Any savings or investments — such as National Savings Certificates,
Co-operative Share Account, shares or house property. (You will not
be asked about personal possessions such as furniture, books or
jewellery.)

In order that we may deal with your claim as speedily as possible it will also
be helpful if you can produce as many of the documents listed overleal as
you (or your wife/dependant) hold, and any similar documents you think
we should see.

Yours faithfully

Manager
Form A 168
(EnvEW 18F) Please turn over




Documents relating to household outgoings

If you pay rent —

rent book or latest receipts for payment of rent

If you pay ground-rent or feu duty —

latest receipt for ground rent or feu duty

If you have a mortgage on the house —

latest annual statement from building society or other evidence of

maortgage and interest

If you pay rates yourself —
latest demand for rates and water charges

If you have applied for a rent rebate or allowance and/or a rate rebate —
any notification received from the Local Authority

Other documents

Retirement and other pension
books, Child Benefit books and
Family Income Supplement books

Savings Bank books, Building
Society Pass-book

Bank Pass-books and/or bank
statements

MNational Savings Certificates

Premium Bonds

Other Government securities

Co-operative Society Share
Account Books

Unit Trust, Stock or Share cert-
ificates

Confirmation of earnings (if
any) eq wage slips or pay packets

Notice of award of sick pay from
your employer or superannua-
tion, works pension or pay-
ments from a Trade Union

Dd 565002 52-1168(28) 000M 3777 EAP.




‘Home visit

’visitnr will call to see you about
.supplementary benefit on

The visitor will call between
9 o'clock and | o'clock.
| o'clock and 4 o'clock.

We are sorry that we cannot give you an
exact time. We hope that you will be in
when the visitor calls.

If you cannot stay in, please let us know.
Ring us up on the day before the visit.
The number is at the bottom of this letter.

Please read the list on the back of this letter.
e visitor needs to see the things on it so
that we can work out your benefit.

Al16B in E/SFU




List of things to show the visitor

You won’t have all the things on this list. But please
show the visitor the ones you do have, even if they belong
to your wife or to people you are claiming for such as your
children.

# Pay-slips from part-time work.

# Books for things like pensions, child benefit, child benefit
increase, family income supplement, sickness benefit and
maternity allowance.

# Rent book or your last rent receipt.

# Bills for rates, water, ground rent or feu duty.

And show details of any

# Mortgage. The visitor needs to see how much you still
owe and the rate of interest on it. Get these facts ina note
from your building society.

# Rate rebate, rent rebate or rent allowance.

# Savings. Show savings books, bank statements or
premium bonds.

# Works pension or payments from a trade union.
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et Crovn Building 73 London Road Redhill Surrey RH1ILP

T
Telephone Redhill 60366 (direct)

or 65020 Ext 71.
Sir Derek Rayner Your reference
¢/o The Rayncr Project
Room 53 Our reference

Ingram House
13-15 John Adam Street Date 90 August 1979
LONDONW WC2N 6HD

Dear Sir Derek
Lo
I was interested to see that you had been appointed to report to the cabinet on
efficiency in administration within the Civil Service. I write to you as a
. local office manager in the Department of Heelth and Social Becurity to give my
views on conventions and practices which inhibit successful management.

You must be a busy man and I will try to be brief. The first item mentioned
below is in my opinion the most important single aspect and reguires early

attention.

1. CHANGED STAFF ATTITUDES TOWARDS AUTHORITY

The change can be recognised throughout the whole of our society in many forms.
The phencmenon seems to stem from many causes such as lack of discipline in the
home, at school, the effect of certain TV programmes, inadequate or misdirected
leadership and so on. But possibly the lergest single influence is that of the
power of the trade unions who have sought with ever-increasing etrength to impose
their will on management in industry and government slike. Staff have'EEEﬁ'E_—-—
encouragedmem (cuts, procedural or
organisational changes, accommodation changes and the like). Threats to ban this
]ar non-co-operate with that has at times made working conditions very difficult
land hes done & great deal of damage to good industrial relations. Staff have
diaccome used to doing things (or not doing them,as the case may be) unheard of even
10 years ago, fullﬁ confident that they will be shielded from any recriminations
‘which otherwiese might arise. The perversion of participative management (which
otherwise has much to commend it) has also played its supportive role in eroding
‘the authority of the Manager, since staff assume that they, in certain circum-
stances, have the right to veto and through the union machinery can therefore

overrule such matters which would normally be considered a matter for managerial
(decision. Two such instances have occurred to me in recent times as follows:

a). At a previous office we wished to carry out a feasibility study to establich
the desirability of merging two different work sections. On the surface many
advantages could accrue by so doing. Although a carefully reasoned case was
submitted, the project was rejected by the Regional Office Staff Side becsuse
their policy a2t the time was non-co-operation with work of an experimental nature.

b). At my present office we found first class accommodation on offer locally
(unused space for which rent was being paid by P.S.A.) and proposed that we should
take it over and thus complete the planned integration with the Caterham Office

(a small N.1.0. situated some 5 miles away) which would then close. The integra-
tion would have been of benefit to both organisations which separately are small
but when merged become a much more visble proposition. However, despite much

/continued...




wgrh and valiant attempls by the Regional Office Officiel Side to persuade Staff
Side, the latter refused to aprec to intepration until the new office is ready in
Redhill some 22 to 3 years hence.

The instances guoted above are only the bare bones of long stories with many
ramifications, but they illustrate the ascendancy and initiative thal unions have
managed to gain for themselves over the last decade. The situation cannot, of
course be reversed overnight, but reversed eventually it will have to be if we are
to manage eapgain in the true sense of the word - that 1s 1o say To command and
‘gontrol. Ferticipative management in my opinion gives far too much scope to staff
to exercise authority without having tg accept the overall responsibility for their
actigns and as a first step 1 would propose that we should abandon the Participacive
approach and substitute in its place consultative management. huthoritarian
management is rarely seen these days but all managers 1 know are the type who would,
first, when faced with problems requiring action, consult staff affected by changes
in work, organisation or accdmmodation, etc. Indeed to avoid pitfalls and wrong
decisions one inevitably must obtain &ll the facts and usually the only way to
esteblish these is by consultation. However, once having reached the stage of
decision, it is incumbent on staff to accept the situation. The majority always
have done znd always will. But how can one deal with the smaller hard core of
staff, who are motivated by various reasons and often vociferant, te fall into
line? A difficult question to answer but if management is to gucceed it will have
to be tackled with skill, tenacity and forthrightness. The only sure way is for a
complete change of direction to be manifestly seen to be emanating from the highest
levels and for Managers thereby to feel confident that they will receive full
support in carrying out matters felt to be in the best interests of office
efficiency and therefore of the Department. It would alsoc seem that a certain
amount of re-education of staff is desirable to explain the economic facts of life
and therefore why certain actions are necessary, thus attempting to offset the
information/comment/instructions issued freely by unions. The wider and deeper
this is done the better, since if progress is to be made present attitudes must
change and staff generally made to appreciate current problems. They must also
become more appreciative of the fact that, by and large, they are employed and paid
to do what is reguired of them. A point which appears to be ignored in some circles.

2, RESTRICTED KROWLEDGE OF AND VARYING WORK STANDARDS OF OUTPUT OF STAFF

Some staff 1limit themselves to performing only a small range of duties and have no
interest and no intention of gaining experience of other work. Further, some
individuals will only perform their "own' work and are not interested in helping out
when colleagues are on holiday or absent for some other reason. On the other side
of the coin some staff are conversant with many types of duties and are willing to
move from one job to another as required. Additionally, they are always happy to
help clear the work of others in arrears or who are ebsent. We therefore have
varying standards of work, output and co-operation. In a local office organisation
it is essential for staff to be able to interchange and to take over each others
duties as required. As matters stand, the heavy load and difficult tasks are
undertaken by & smaller cadre of willing staff upon whom the whole organisation
ultimately depends. It is unfair to the latter, in such circumstances for all
staff to be paid equally within their incremental scale for unequal effort. Ve
cannot, of course, at this stage alter pay already in existence to individuals, but
I submit that opportunities will occur in future when pzy rises are in operation to
review staff performances and approve Trises only to those who are considered to be
fully up to the standard of knowledge, experience and output. Obviously much
thought would have to be given to euch a scheme since it would be regarded with the
highest suspicions by unions and by some staff as an efficiency barrier. A

common standard would have to be laid down and apply throughout the whole of the
country. If such a scheme were adopted, I submit that it is likely to act as

an incentive, a challenge and general stimulent to most staff.

Jcontinued...




”i‘lib INTRODUCTION OF FLEXIELE WORKING HOUURS

Flexible working hours (F.W.H.) were introduced some years apo and are certainly
popular with certain sections of the staff. For some duties in the office it
matters little whether staff attend early or late, provided their jobs are
completed timeously. However, in gencral in local offices where small sections
are working to an E.0. Supervisor, "flexihours" are not desirable from an
organisational viewpoint. It has become difficult to find staff willing to
perform functions where the finishing time is uncertain (cashier/stockholder
duties) and for post opening, for example, where staff are reguired to attend at
a pre-specified time each morning. There is always the possibility of abuse,
morning, evening or lunchtime when supervisors attend at times different to Lhmsn
of their staff, with & resultant drop in output and so on. The time has come I
feel for a complete investigation into the working of the F.W.H. scheme to take
place with a view teo reporting on its effect on organisation and efficiency.

[P S
P Y

OTHER ITEMS

The educational standard of some school leavers, even though they may possess five
NGO Jevel subjects is appalling. Spelling and grammar is weak and often their
knowledge of elementary arithmetic is minimal. Quite a proportion of applicants
do not know their multiplication tables, are not able to add 1.3 to 1. 8 (answer
often given is 2.11) or say what 75% is as a fraction. One is forced to the
conclusion that a good proportion of school leavers are ill-equipped basically to
cope with the sort of work carried out in DHSS where the ability to write reasonable
English and work out accurately simple arithmetical calculations concerned with
benefit payments and cother tasks ies essential. In short, our educational system
is failing to produce material capable of coping with skills regquired in the
work-a-day world. The system seems sadly in need of revision, especially in
relation to two basic subjects - English and maths. Changes made here would helj
considerably to improve our work standards.

Another matter which reguires attention is the inadequate machinery for dealing
with staff regarded as "dead wood" or sub-standard.

Finally, I would like to mention the inadeguate and costly service provided by the
Property Services Lgency. Small maintenance jobs required by the office are, as

.uu will know, carried out against a "running" contract. My experience, especially
during more recent years, is that delays occur in cbtaining satisfactory completion
of work and that the amounts charged are much above one those would expect (as a
householder I certainly would not expect such cﬂargeﬂs. If ever an opportunity
were presented for real savings in expenditure, this is it. My opinion is that
delegated authority should be given to local managers to arrange for small jobs to ._E)
be carried out by & local builder or handyman. Bills vetted by the Manager could
either be paid locally or by the Regional Office of this Department. I am sure
that if such a procedure were adopted, savings would accrue and a better service
could be obtained.

1 apologise if my approach to some problems may appear strident since I do not wish
to be s0, but as I near the end of my service career, I am concerned at the trendg
which are occurring and feel that unless we are given a "jolt", the encroaching tide
of militancy will end in disaster, possibly worse than that felt during the years of
depression in the '30s. This is my only reason for writing to you and I shguld be
very happy to see some vigorous (but fair) action being taken. I write against a
background of some 10 years experience as a manager of four different offices
(staffs between 50 and 120 in strength) in DHSS with previous service in the Ministry
of Defence, Ministry of Aviation and Ministry of Food, and am consequently fairly
knowledgeable of Civil Service affairs at locel, r&glﬂnnl and headgquarters levels

1ncerely

(,AADES )
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May 11 1979,

Sir Derek Rayner,

Joint Managing Director,
Marks & Spencer Limited,
Baker Street,

London.

Dear Sir. Derek,

per work — was it one sheet left out of ten 7 I modelled my business on it. The
organisation I sold to Tarmac is now one of their best profit earners, and has provided
both a new chief executive, and a very able man to succeed him as head of the housing
division. And I note that Eric Pountain has started in his first two weeks as Chief
Executive by stopping entirely some things that were sacred cows of the old regime. It's
the only way to cut the middle aged spread of excessive overhead which comes from a
pProsperous past. I found that far from being overloaded, a reduced staff had less to
do. There were not so many people to send memos to.

.:an}r years ago 1 saw your exhibition in Baker Street on Lord Marks campaign to reduce
a

b 2 : 2
¥eve quick areas of study for you from my experience as a member of the NHS Wolverhampton
Area Health Authority, and as chairman of the NHBC Standards committee.

First the forthcoming part W of the Building Regulations. This is a 13" thick ( as yet
secret) document prepared by 30 or so civil servants part of Mr. Howells old department,
aided by a 30 strong Quamgo working at present in isolation. The Building Regulation
section of DoE under Mr. MPherson is also concerned with the revision of the water
regulations , but do not expect to do anything for four or five years because of shortage
of staff and the difficulty of reconciling and co ordinating their work with the work of
q:mell‘s men. The division is between waste and pollution on the Howell side, and use
n the DoE side. As Mr. MacPherson descrited it, Howells men would specify a tap with
no hole in it because then there could be no pollution or waste, whilst his men would
like to see a hole so that the water could be used. Meanwhile the several Regional
Water Authorities are also drafting new regulations based on the model byelaws, and of
course their efforts are contradictory. The only sure result is increased costs. For
instance every pipe in a domestic central heating system now has to be readily accessible
either being mounted on the surface ( which is unsightly ) or buried in a removeable duct
which is expensive. There is no evidence ( such as we in NHEBC require before change in
our specification ) that the costs borne by householders in repairing pipes buried in the
floor concrete justify the massive expense of providing a duct for every pipe. Remedy:
stop entirely all DoE work on water vegulations except to issue a directive to water
authorities not to increase their specification unless it is justified by facts.

Y
ijf{(ﬂ&cundly study the report ( issued in May 77 ) " Regional Chairman's Enquiry into the
working of the DoHSS in relation to Regional Health Authorities". Among the gems are
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references to a total lack of control over people issuing directives and circulars
"' because having been appointed they had to do something". Often these circulars

involving increased costs came in the same envelope as others cutting the finance
available. Our own administrators reckoned that 337 of their time was spent reading,
understanding, circulating, discussing, replying to or implemmenting this plague of
verbiage. I proposed we instruct our officers to spend only 20% of their time - one
day a week - and to put the rest on a 'waiting' list like we do our patients but sadly
my AHA didn't support me.

Thirdly - in the NHS - set up a failure system like M & §. Recently a suspect dried
milk batch was analysed by our chief pharmacist and he notified the Department. It

took two months before the DoHSS sent out a warning, although in the Midlands an unofficial
grapevine took all the stuff off the shelf that day. I went to Baker Street to find out
more of the way you handle such problems in two hours and wrote to Ennals to tell him. I
had a very long letter back from some senior civil servant saying how impossible it would
be to use M & S methods in the NHS. As some one said for every solution the ciwvil

vant can find six problems. Anyway why does the NHS run mini shops in clinies to

istribute baby food when Mothercare or M & S could do it at a fraction of the cost ?
We have store rooms and serving counters in our health clinics used one day a week, and
then spend money extending the clinics to accomodate doctors we have no room for !

Fourthly look at the way Whitely council pay agreements affect the mana ment structure
of the NHS. The recent settlement of the below - third —-in-line engineers ( remember
the work to rule of hopbital engineers last autumn ) has had an incredible result. The
DoHSS suggested a change in the way of agreeing establishment from a crude bed count
( OK with hospitals but difficult with the clinics etc taken over from local authorities)
to a cubic metre count of the buildings maintained, with a pointage system to allow for
sophisticated equipment in operating theatres ete. From this a management structure
is developed. No senior engineer with certain qualifications must look after more than
80 many thousand cubic metres of building or and so on down the line. In Wolverhampton
we now have to provide 3 senior building supervisors to look after New Cross Hospital
instead of one man. There's no more work, and our Works officer has some difficulty
in dividing the work out. One thing is certain; in three months all three will be
overloaded and needing secretarial assistance. The men appointed are senior draftsmen
ndling minor projects up to £ 50,000. But the agreement will not allow them to design
k in future above £ 10,000. So we now have either to recruit further designers, or
put the work out. In cash terms, at constant 1979 pay levels our supervision costs will
increase from £ 66,000 to £ 132,000 in three years. There is no additional funding, so
the £ 72,000 will have to be matched with savings elsewhere. Maybe we will sack a few
nurses so that three highly paid, index linked engineers will do the work one did before.

Fifthly look at the National Building Agency. This was set up under Cleeve Barr to
spearhead the disastrous system building drive of the late 60's. It never had a real
job to do, and has been searching forbne ever since. 1It's a laughing stock in the
industry, and an expensive burden for the tax payer.

Sixthly look at N.E.D.D0. I served on the Building NEDC for five or six years, and am
still on one of its subcommittees. In all that time there's little achievement, and
what has been done has been largely ignored. It's just a talking shop. The comment by
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Patrick Sargeant of the Daily Mail after the famous Chequers meeting of the little
Neddies and the Government was apt. No one present,said he had ever had to produce
a profit. The system is firmly in the hands of the Nedo secretariat — non accountable
to Parliament. Sub committees have no representation on the industry councils,
industry councils have no direct voice on the NEDC. Communication from one level to
another is only through the ' office'. And I suspect the office is mainly concerned
with keeping some fat cats living on the hog. As to the pathetic belief in tripartite
agreement, all this amounts to is the @masculation of any really worthwhile contribution
to the reports they produce .

(PTA
The housing for all committee on which I worked for three years were very angry when
their work was reported on by three ' independent' wise men because the original report
was too controversial. And all this work duplicated the Government committee sitting
at the same time. NEDO has served its purpose and should go.

Apologies for a note longer than I first intended. But I have covered six subjects.

.aurs sincerely,

| Tg ‘1; .\/\f-flxu e

Geoffrey McLean.
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London sSE1 6BY

Telephone 01-407 5522
From the Secretary of State for Social Services

Mike Pattison Eeq
Private Secretary
10 Downing Street
London

SW1 2% August 1979

Tu M

VISIT BY THE PRIME MINISTER: 29 AUGUST 1979

Thank you for the guidance in your letter of 13 August to Bernie Merkel
about the arrangements for 29 August. I enclose

a. The agenda and timetable with names of officials who will
be present during the course of the visit

b. Briefs on the main topies suggested for discussion:

1. DNational Health Service Hospitals
2. Social Security issues

%7, Royal Commission on the National Health Service

Our arrangements for the visit inecluding lunch assume that the Prime Minister
will be accompanied by Mr Gow, Mr Wolfson and yourself plus 1 or 2 detectives.
I would be grateful if you could let me know as scon as possible if there is
any change in these arrangements. I attach three extra copies of the briefing
for use by those accompanying the Prime Minister.
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2.30 = 13.00)

Chief Librarian
Senicr Librarian, Readers Services
Librarian, Enquiry' Desk

Mr W Salisbury Chairman, DHSS Refreshment Club
Mr J B Heron Secretary/Treasurer,

DH3S Reireshment Club
Mrs 1 Staff Supervisor

Workinz lunch WATJ I 'u: rs., two Permanent Secretaries
and Deputy Chief lredical QOificer., U/01, (15.00 - 14,.15)

Egnicz for

A

l« Social

Meeting Sen

ke e s LTS - W o «£F S
etarvy ol ate imior ¥Ministers ary senior staf?f
= :
2

Those attending

Secretary of State

Mr Reg Prentice Minister for Social Security
Dr Gerard Vaughan Minister for Health

Sir Patrick HNairne

Mr G J Otton

Deputy Chlpl Medical Officer

Dr Gillian Ford (Health Services Policy)

P Benner Deputy Secretary (MNHS Personnel)

A J Collier Deputy Secretary (NHS Organisation
and Resources)

T. E Nodder Deputy Secretary (Services Development
Group)

R E Radford Deputy Secretary (Principal Financas
Officer)

J W Stacpoole Deputy Sccrehary (uumplc“cntﬂ“y
Benefits - Chief Adviser to
Supplementary Benefits Commission)

EBolton Chief Works Officer

L Harris Deputy Chief Medical Officer (Scien
Services and liedicines Field)

P Friend Chief Nursing Officer

Utting Thief Social Work Service Officer




Topics for Discussion

1. Hospitals
2. Social Security issues

Special Hospitals

Principal - Mr L A Wood, Head of Section
responsible for management and
staffing of special hospitals.

Senior Mr D F E Hogg, financial management
Executive and planning of special hospitals.
Officer

Nursing Mr VD C Lake, professional advice
Officer on special hospitals and Mental
Health Act.

Family Planning/Abortion/Smoking

Principal - Miss M Chiverton - work on
Mr Corrie's Abortion (Amendment) Bill
and family planning.

Principal Mr D Milner - smoking policy

Senior Investigator - Mrs D Mason

Investigators - Miss R A Stickland) Inspection of
Mrs H Coles Pr'ivate Sector
Mrs B Reid § cf Abortion.




YISIT TO DHSS

PRESS CCMMENT ABOUT THE DHSS OPTIONS

1. The article in Saturday's "Guardian" and a similar one

in the "Standard" the previcus evening (copies attached)

both derive from a meeting the Secretary of State had with a
deputation from the Departmental Staff Side on Tuesday,

18 September. The meeting took place at the request of the
Staff Side because they had been told previously at a

Whitley meeting that it was not the intention to discose the
opticns under consideration for saving Civil Service manpower.

2., The Staff Side based the protest on the fact that many

other Ministers have disclosed all or some of their options,

that they and the staff were being kept in the dark, causing
unnecessary apprehension, \d that there was increasing and
wvorrying speculation in the press about DHSS' optiomns.

3. They were told that it was entirely for Departmental
Ministers to decide whether or not to disclose the options; that

—
the DHSS options at the higher levels were particularly sensitive

because reductions of, say, 15%~20% cculd be made only by a
major change in the policy GQ-EE;-;}ganisatiﬂn and handling of
Social Security benefits, and that all the evidence suggested
that there was a serious risk of disclosure to the press.

Premature disclosure would almost certainly cause unnecessary

u <
anxiety for the old, the disabled, the unemployed and the
disadvantaged - the public served by DHSS - because there was
little to suggest that the options at the highest levels would

commend themselves to Government Ministers collectively.

L. Secretary of State told the Staff Side that he therefore
had no intention of disclosing until Ministers had had the
opportunityto consider all the options thoroughly. He hoped to
be able to consult with the Staff Side at a later stags but he
would give no guarantee to do so before the Government had
arrived at its decisions.




5. The Secretary of State's reference to the unlikelihood,

in his personal view, of the Government wishing to pursue DHSS
options at the higher levels has obviously been taken up by
the representative at the meeting of the Society of Civil and
Public Servants and fed to the press. The way that the latter
has handled the matter reinforces the view that the Union
representatives want this information not, as they claim, to
allay the fears of staff, but in order to spread alarm, aided
by the press, among both the staff and the public, as a means
of promoting support for their campaign against reductions in l
public expenditure.

6. Our impression is that the Unions are put out that very
little about the DHSS options has got to them or the press
despite the fact that the information had to be handled by a
relat@vely large number of staff in the Department's HQ. What
has appeared so far has either been very wide of the mark or
has simply repeated the policy guidance given by the Secretary

of State to officials about the approach to be adopted in
working up the options. This guidance was in fact sent to the
Departmental Staff Side for their information,

7. The references to health service cuts in some of the

press reports of the discussions with Staff Side are entirely
misplaced as the discussion was confined entirely to reductions
in civil service manpower.
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Jenkin ‘said cuts were alarming’

By Melanie Phillips,
Michael White,
and David Hencke

A Ciwil Service union
claimed vesterday that Mr Pat
rick Jenkin, the Secretary
for Social Serfices, has lold
them that cuts bemg con
sidered for his department by
the Cabinet could only be im-
plemented by a government
which had taken leave of its
senses

Mr Jenkin reportedly said
that the public could nol be
told of the possibilities being
considered because people
would be too alarmed by them.

Mr David Hevwood, an
asalsldant  secretary al the
Society of Civil and Public Ser-
for Social Services, has told
vants, said that Mr Jenkin had
made these remarks when the
union had asked him why the
Department of Health and
Social Security was the only
major department to refuse to
tell the unions about oplions
being proposed.

Government depariments are

faced with a choice of making
cuts of 10, 15 or 20 per cent lo
meet Government policy of cut-
ting the Civil Service. Mr Jen-
kin, said the unien, explained
his refusal to provide them
with information about these
options on the grounds that
the DHSS dealt with matters
of greal public concern. Some
of the culs being considered
were options which * no gov-
ernment which had not taken
leave of fits senses would im-
plement in the short term.”

The unions could nol be
told, he said, because the public
would get to know and be
alarmed at what the Govern-
ment was considering. * He in-
sisted that  all  these
unspecified — proposals were
being seriously considered by
the Cabinet, and none could be
ruled out,’” said a union state-
ment.

Mr Heywood said that the
attitude represented a serious
denial of the democratic pro-
cess. “ The unions, represenl-
ing nearly 100,000 workers
whose jobs are threatened, are

denied consultation
because of Patrick Jenkin's
gverriding concern that the
public should not know until it
is too late the alarming and
way-out proposals this Gowvern-
ment is considering.

“ Patrick Jenkin has taken
his cue from earlier Govern-
ment statements that °sensit-
ive cut proposals were not to
he  disclosed. The same
approach is apparent in the
secrecy of his special ¢ommis-

being

Leader comment, page 3

SiONErs now Trunning or
rather, running down—Lambeth
arear health authority.

Cuts of 10, 15 and 20 per
cent in DHS5 staff would
mean, said the wunion, that
more than 8000, 13000 and
17,000 people respectively
would be made unemployed.

The Government's proposed
culs were again lambasted by
Labour and Liberal parly
spokesmen last night. Mrs Shir-
ley Williams spoke of *‘not

just cuts but wounds in the
body politic™ and the Opposi-
tion's social services spokes-
man, Mr Stanley Orme, spoke
of the welfare state being * at
war.”

The Liberal MP Alan Beith,
said that country children
would be hit hardest by cuts in
school transport and meals and
suggested that the Government
seemed to be * moving back to
the i1dea that there should be
one education syvstem for the
peasants and somethihg better
for the elite.”

Speaking in  Warley, Mrs
Willlams said: " What will
happen to the :zchools beggars
belief.” 1f the Government had
wanted o rotect Britain's
future it would have exempted
teachers and textbooks and fos-
tered invention and Innova-
tion—all long-term means of
saving resources. Instead, it
attacked “ the millions of wvul-
aﬂm.w_n people, young and
old.

Mr Orme sald in Chelten-
ham : * The health service is to
be deprived of essential and

crucial financing and the pres-
sure will be towards privale
treatment, private insurance
and the creation of two health
services.

Mr Geoffrey Drain. general
secretary of NALGO, told local |
authdrities at Scarborough yes-
terday, that he expected his
union to take selective indus-
trial dctton against spending |
cuts this winter. But he added |
that most of the unions’ effort
Wis a_c_nm to be spent persuad-
ing tThe Govegnment lo change
its mind.

He urged the 543 local auth. |

orities at the conference 1o
join NALGO in seeking to per- |
suade the Government of the
value of public spending.

Mr Michael Heseltine, the |
Environment Secretarv. had
been “ inaccurate and muslead-
ing " in presenting the cuts as |
a reduction in expectalion in,
his speech on Thursday, said
Mr Drain. " You know, and 1|
know, that the culs are a rea- |
lity because at this momenl
you are having (o implement
them.” _
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e
DHSS Sectibn

124/130 Southwark Street London SE1 OTU  telephone 01-928 9671

20th September,1979 BR,SEC,108/79

TO 1 BRANCH SECRETARIES
SEC m s for information

Dear Colleague,

MEETING WITH SECRETARY OF STATE

The Sectiom Chairman amd I were part of a departmental Staff Side delegatien
which met the Secretary of State amd the jwmior Ministers (Premtice amd
Chalker) on Tuesday 18th September,

We had asked for the mastimg to obtaim imnformationm regardimg the cuts eptions
currently being comsidered by the Cabinet, or slternatively to be givem am
explanation as to why DHSS was the omnly majer Cevermment department met te
have consulted its Staff Sidae.

I am circulating separately a fuller repert of the meeting to the
mambership. The purpose of this circular is te advise you that the attached
preass release has been isswed by the Sectiom with am embargo for Menday a.m,
Branch amd Regienal representatives sheuld therefore get im towch with lecal
press comtacts with a view to gettimg lecal ceverage.

We meed to emphasise that the Cevermmemt promised to fully cemsult the waiems
when proposals were wnder cemsideratien. Patrick Jemkim has opted ouwt of that
promise because the cuts options im DHSS are too semsitive and would camse
wnnecessary amxiety, This means of cowrse that the Covermment will cemsider
DHSS cuts im secret with me opportumity for the public or the wnions te
express views which might {aflwence them,

Cuts optioms im DHSS will create alarm and despondency,

207 cuts camnot be ruled out,

No commitment te comsult wnioms befere decisioms are made,

Yours fratermally,

DAVID HETWOOD

Sectien Secratary

Enc,




. _soclety

cnnl & public servants
executive and directing grades

124/130 Southwark Street London SE10TU
telephone 01-928 9671

DA Heywood
Assistant Secretary

CUTS EKEPT SECHET TO AVOID PUBLIC 'ALAEM AND DESPORLENCY'

Civil Service unions have been told by Secretary of State Patrick Jenkin,
that if the public kmew what cuts in Health and Society Security ars being
ocnsidered by the Govermment it would canse 'alarr and despondency!.

At a meeting with Patrick Jenkin, the unions had sought informatiocn en
the 10%/15%/20% cuts options proposed for the to meet Government
plans to cut the civil service., DHSS is the only major department to deny
this information to the unions, but Patrick Jenkin still refused to give any.
His resson for thias was that DHSS dealt with mattars of great concern to
the public; that at least some of the cute being considered by the Cabinet
wvere options which 'no Govermment which had not taken leave of its senses
would implement - in the short term': the unions could not be told,
becsuse the public would then get to know, and would only be alarmed at
what the Government was considering. He insisted that all these — unapecified
- proposals were being seriously considered by the Cabinet, and none could
be ruled out.

David Heywood, SCPS Assistant Secretary for DESS, who was present
at the meeting said this weekend:

*This attitude by the Government is a seriocus denial of
democratio processes. The unions, representing nearly 100,000




—
o whose jobs are threatensd, are being denied consultation
g m of FPatrick Jenkin's overriding concern that the publioc
should, not know until it is too late the alaming and 'way-out'
proposals this Government is considering, This is not merely
bad industrial relations, it is contrary to the fundamental democratic
right to public debate. Whatever one's politics, it is the public's
right to know what is being considered snd, by expressing its views,
to make dsmned sure that Governments do not '"take leave of their
senses.' It is highly ironio that the same man, only this week, told
ploketing tradeunionists that he favoured reascned argument and debate."

"Patrick Jenkins' has taken his cue from earlier Government statements
that 'sensitive' cuts proposals were not to be disclosed. The same
approach is apparent in the secrecy of his special commissiocners now
running - or rather, rumning down - Lambeth Airea Health Authority.

It is an extreme form of the Whitehall arrogance, shared by mandarins
and ministers of successive govermments, which asserts that decisions
are best made in secret by those who know best.™

NOTE 70 EDITORS

The Department of Health and Social Security employs nearly 100,000
people in all parts of the country. The effect of 10%, 15% and 20% ocuts
in the various regions would increase unsmployment as follows:

Begion
Northern

Bast Mids & Bast Anglia

London

South West

Vales

West Mids

HManchsster

S 1245 1659
Sootland 1025 1367

David Heywood work 01-928 9671
home 0277 823004

!




DHSS Section

124/130 Southwark Street London SE1 OTU. telephone 01-928 9671
19th September, 1979 SEC 301 {12

Ref: W/14, W/2

' .SOCIth

of civil & public servants

To: All SEC Members

Dear Colleagus,

MEETING WITH SECHETARY OF STATE (18TH SEPTEMEER, 1979)

A Staff Side team met the Secretary of State, who was accompanied
by Beg Prentice and Linda Chalker, on the evening of 18th September.

We opened the meeting by asking why DHSS was the only major
Government Department not to have consulted its Staff Side on the optiona
being oonsidered by the Government when at our earlier meeting (2nd July)
he had suggested that he would be in a position to come to Staff Side
"later in July”.

The Secretary of State responded by stating that he could not
enswer for other Departmental Ministers but that DESS was dealing with a
very sensitive area so far as the public is concerned. He invited the
Staff Side to consider the implications of what percentage cuts of
10%, 15% and 20% would be for the Department, The suggestions under
consideration by the Government included some 'way out options! which
"no Government which had not taken leave of its senses would implement", If
the media got hold of some of the proposals the publicity given would
create 'alarm and despondency' amongst the public., He could, he said,
understand that staff would like to know what options were under consideratior
but on balance he felt he could not disclose becanse of the effect of
publicity on the public. We made the point that whilst the public might be
alarmed, our members were equally alarmed and anxious that cuts of between
10% and 20% were being considered. We pointed out that the Secretary of
State had a responsibility to the staff and he should recognise their concemrn
at the lack of information. We pointed out that Ministers for Industry and
Trade had publicly stated that 20% ocuts could not be achieved. In that
event his silence was of even greater concern. The Ministers response
was that he would want to wait until propoeals were "within the bounds of
poseibility". It was not worth risking a public outery. In response to
attempts to pin him down on the gquestion of consultation he refused to be
drawn, We suggested that if there were proposals which no sane Government
would introduce we wodld be eatisfied to be consulted about those propoeals
which were serious contenders. We asked for assurances that there would be
congultation before final decisiocns are made and that we would not be
presented with Cabinet decisions which were final, We also asked him to
confirm that his earlier comments meant that 20% cuts were not feasible
in DHESS.

On none of these points was the Secretary of State prepared to glve any
indication of the likely outcome. He said he would want and he hoped to be
able to consult the Departmentel Staff Side before decisions were finalised
but he could offer no assurance., He could not, he said consult the Staff
Side now on any of the options because the matter was still under conaideration,
For the same reason he wes unable to say that 20% outs would not happen in

Ty —




- -

We then went on to disouse the HQ position and the registered
disagreement on the failure of the Official Side to provide details of
where work was being cut out to meet staffing deficiencies. In particular
we critiocised the delay in Senior Management at HQ being asked to consider
which work functions would be out out.

The Secretary of State advised us that we would be provided with a
liet indicating where work has or will be cut in order to achieve the
4% cut in the current year. The list will be provided in time for the
meeting with HQ 3taff Side scheduled for 5th October. We were advimsed at
the meeting that the current staff in poet figures indicate a reduction of
only 2% below the 1at April figures.

The meeting ended with the Secretary of State undertaking to advise
the Departmental Staff Side when he was in a position to disclose the
options under final consideration.

He then asked the Society and CPSA to etay behind which we did
with the Departmental Staff Side Chairman.

The Minister told us that he wanted to take the opportunity to talk
about the position in some local offices which was causing the department
concern. He went on to argue that the Society and CPSA at national level
were engaged in a political campaign intended to deter the Government from
the course it is following. He did however accept that the same form of
action had been taken against the previous Labour administration.

With regard to Local 0ffices such as FNuneaton and Breckfield the Minister
said that Management would have to take action and he was prepared to anthorise
Management to take disciplinary action in appropriate circumstances. In
particular he said the Govermment is going to have to comsider the kind of
threat made by the Soclety at the Child Benefit Centre which he regarded

as unjustified when CPSA members at Washington had expressed a desire to
work overtime. We then had a discussion on the constitutional poeition

of the unions in implementing policy decisions. He could not accept that
Civil Service Unions have a right to take industrial action directed at
Government policy decisions. He maintained that industrial action was only
Justified in relation to matters relating to Conditions of Service. I tried
to explain that the present action was only designed at this stage to
highlight staffing deficiencies, the threat of action at Washington was

a response to a situation where members of staff were prepared to depart
from Union policy and where Management were intent on going back on an
agreement not to offer overtime, Heg Prentice was unable to contain
himeelf and at this point interjected to say that he was a supporter of
Whitleylsm and that he regarded the action threatened as unconstitutional.
The Government were responsible to Parliament and any attempt to divert

the Government through industrial action was a challenge to the supremacy
of Parliament. The SBoretary of State would not say what action would

be taken against staff but did say that they might have to "send people
home". It was clear however that he wanted us to know that he is prepared
to embark on a get tough policy. We will of course have to walt and see what
the Department does now and be ready to respond if they decide to take

steps to suspendor discipline staff,

Yours fraternally,
DAVID HEYWCOD

Section Secre tary




NHS HOSPITALS

Hospitals take a long time to plan and build. Hospitals now ecoming into
service were planned many years ago; and they reflect policies and
attitudes of the 19608 rather than 1970s. We can - and will - change
attitudes, but it takes time, Meanwhile, the NHS must cope with what it
has - when capital is short, and within cash limits.

2. There is a case for big, and a case for small. The NHS has to make
the best of both cases. ———————8

3. The case for the good small hospital. Social, the focus of a
commmnity: health, a more human environment with ability to keep good
staff; economic, that it maintains an asset for future use, and encourages
local "flag-day" support.

4. The different roles of small hospitals include:-

acute services related to the general provision in the District; -
rnlieircac 1o et
maternity;

short stay of patients admitted by GPs;

provigion for the elderly or senile;

services for the mentally ill or handicapped.

5. The case for the big hospital. Clinical advantages in concentrating
some services together; some psychiatric and geriatric patients recelve
more effective treatment in close proximity to other kinds of medical care;
there are certain minimum requirements for training of doctors and nmurses;
there are advantages in concentrating support services.

6. But there are also disadvantages - big hospitals are difficult to
manage; by no means universally popular with staff or patients and often
too far from where many live; their size and complexity may daunt those
who use them or work in them; sometimes the hospitals ecan be brought into
use only at the expense of local hospitals which could go on providing a
good and valued service if allowed to do so.

7. In time, the NHS will get the balance right, Immediately, Ministers

are faced with decisions - eg about closures. Each one has to be settled
on its merits; see the note attached about three recent cases - Creaton,
Bowthorpe, and Cowley Hoad.




Three closure proposals -

Bowthorpe
Creaton
Cowley Road
Bowthorpe, Wisbech., Maternity. 42 beds.

For closure: hbetter consultant care and anaesthetic cover at
at King's Lynn.

Against closure: convenience of patients; closure a blow to
Fenland as a community.

Decision - keep open.

Creaton, lg_miles from Northampton., General, 34 beds.

For closure: concentrate surgical facilities on expanded
Northampton Hospital; release resources; isolated hospital,
not close to most patients or staff. Better use of junior
medical staff.

Against closure: some local patients; closure will mean
overall reduction in surgieal beds.

= —— o

Decision - close,

Cowley Road, Oxford. Geriatric. 198 beds.

For closure: release resources to commission new John Radeliffe
Hospital, and implement plans for expansion of clinical base to
teaching medical students; fewer geriatric beds overall but more
modern approach to care in big hospital.

Against closure: need for geriatric beds, community pressure

to keep it open; underlying this the fear that Oxford's advanced
medicine and teaching is pre-empting too much of the available
Tesources.

Decision: set up ipaquiry into-Cewley Road, including the
possibility of identifying the need to review the health services
in Oxford as a whole.




FRIME MINISTER'S VISIT - 29 AUGUST 1979

SOCIAL SECURITY

Te Operational Strategy

A major Departmental objective is the improvement of our operational systems
for delivering benefits. This involves a commitment to further computerisation
and the use of new technology to check the ever growing demands of the present
system for manpower. The aim will be greater speed and flexibility in our
operation, providing a more efficient, economical and accurate service.

Other major Departmental objectives are:

2. Simplification

This is a widely recognised need. The history of social security is one of
growing complexity as special benefits have been added to meet particular

needs (eg in the field of disablement) or more sophisticated benefits introduced
to meet demands for better provision (eg new pension scheme).

Problemse inhibiting simplification are:

less fine tuning and rugﬁﬁer justice mean some people lose out and this
is politiecally difficult.

substituting more broadly based benefits for existing range of small
specialised benefits involves higher expenditure,

In these circumstances, scope for improvement is limited, but current action
includes:

simplification of supplementary benefit scheme (nil-cost package in
Au egls 10m).

review of industrial injuries scheme (consultative document later this year).

intensification of search for simpler procedures, forms, leaflets.

examination of payment methods (Rayner project).

S—

e Reduction of fraud and abuse

The Cabinet's decision on 23 July to allow an extra 600 staff on anti-fraud work
will enable us to step up ocur control measures and save wasteful public expendi-
ture as well, We are also discussing with DE measures to tighten up on the
application of the "availability for work" rules.

4. Improve incentives to work

The "why work" syndrome is difficult to combat thrgggﬁ holding benefits down
(they are not overgenerous for most families). Relativity with low wages 18




the main problem. Best tackled through:

§

5-

taxation policy (higher tax thresholds are a great help: taxation of
short-term benefits currently under examination - likely to be a long

term project, but more immediate plans being developed for making employers
responsible for taxable payments during first six weeks of sickness).

removing disparities between income in and out of work Ebett&r child
benefit and introduction of a universal housing benelfit - but expensive).
increased effort to prevent "voluntary unemployment".

Annex A attached gives background information on the growth of social

security operations and expenditure, incentives and the poverty trap, and
the disabled. Annex B sets out the long term strategy for improving the
system by further computerisation.




The growth of social security operations

*
1. During the '70s social security has grown in scale and complexity; -and numbers
drawing supplementary benefit have risen steadily. VL g

2. The consequences of this complexity are that the scheme is -

difficult for public to understand

difficult for staff (predominantly EOs and COs) to explain and operate

open to exploitation and abuse. (No. of fraud investigations has risen
from 31 000 in 1975 to 49 500 in 1979: prosecutions from 15,460 to EE 000
in same period)

%+ ©Scale -of operation -

annual expenditure approaching £20hn. (about % of all public expenditure)
over 26m. claims dealt with a year
22m. payments every week

900,004 staff - the big battalions are 13000 at Newcastle
4000 at North Fylde (Blackpool)
71000 in regional organisation

(12 regional and 531 local offices)

a

4. Staff are highly unionised. The payment system is vulnerable to industrial action
because

{aa with 22m. payments every week, any interruption has a very wide impact
(b) key features of the system are computerised - notably issue of pension
books and child benefit books - and can be interrupted by the withdrawal
of emall mumbers of staff.

If faced with serious disruption limited contingency arrangements are available, but
these cannot last for more than a few weeks and depend on co-operation by post office
Bt&ffﬂ.

9. Reducing staff numbers must entail cutting functions and reducing work. Little
room left for this within present statutory framework of benefits, following earlier
rounds of cuts. Controversial changes in law will be neededs

* 1971 Family Income Supplement (FIS) )
Attendance Allowance introduced
Over 80's pension

1973 Attendance Allowance extended

1975 Non-contributory Invalidity Pension (NCIP)

Mobility Allowance g introduced

NI Contributory system remodelled

Invalid Care Allowance (ICA)
Child Interim Benefit (for single parents)

g introduced

NCIP extended to married women
Child Benefit introduced

New pensions scheme started




Benefit expenditure

6. Following table shows existing expenditure plans, before any changes coming out
of present PESC review:

£m. @ 1979 Survey Prices

1980-81 %  1981/2 1982/3

Retirement pensions 9214 9472 9686
Child benefit 2722 2543 2379

Benefits for sick, 2587 268% 2774
invalide and the disabled

Supplementary benefits 2306 2339 2366
Widows benefits 772 T T84
Unemployment benefit Iﬂé 745 745
Other benefits 417 416 415
Administration costs T17 T22 726

Total 19478 19697 19875

T. Outturn is usually close to forecast; but some variation is inevitable, and a
emall margin of error can invelve large sume of money. The most unpredictable element
is the number of unemployed: this affects both benefit expenditure and eqntribution
ingome, and a change of 100,000 could alter the balance by £145m. at current figures.
(The Government Actuary was badly out in his forecast of this item for 1976/77, when
he had to rely onearlier experience of rising unemployment. He has now revised his
models, basing them on most recent experience, and his latest forecasts have been
mich closer.)

8. Decisions in current FESC review will affect these figures. The main change

already agreed is moving to prigee ogly uprating from 1980 onwards. This is estimated
to save £84m. in 80/81, rising to £505m. in 83/4.

9. Forward prospect is for little change in total expenditure in real terms, provided
upratings are confined to prices only. The number of pensioners will increase
slightly. Child benefit is shown above as declining, because there is no apecific
provieion for its uprating. Ferveas

NI Contributions

10. JO per cent of benefits financed from National Insurance Fund, 30 per cent from
taEEEion. The Fund receives 18 per cent supplement from Treasury, and small income
from invested balances: otherwise it depends entirely on contributions - currently
%éé per cent over a range of earnings {1G per cent employer: Eﬁ per cent employee) -
wer for those contracted out. e —

1l. Present expectation is that contgibution rate will not have to rise much next
year - perhaps # per cent. Moving to prices unly benefits, while maintaining

—




earnings-related contributions should contain need for increase.

12, The earnings limits for contribution purposes are, by law, linked with pension
rate, and so rise annually. Annual increase is necessary to match rising expenditure,
and to prevent a regressive shifting of the balance towards the lower paid. At present

upper limit is £135 - roughly l& times average earnings for male mamual workers. This
is low by comparison with other countries.

Incentives and the poverty trap

13. The main lines of attack on the "why work" problem are -

(i) increased effort against abuse to discourage "voluntary unemployment";
(ii) raising tax thresholds;
(iii) bringing short-term benefits into tax; =2
(iv) reducing disparity between incomes in and out of work by universal benefits -
child benefit most important here (and a Unified Housing Benerit, if possible).

14. The poverty trap is the withdrawal symptom of the benefit system. It tends to be
exaggerated in discussion of hypothetical extreme cases, involving marginal tax rates
of 100 per cent + on every extra £1 earned. In practice it does not work so severely.
Hard to cure - raising of tax thresholds helps most directly.

The Disabled

15. No recent survey: best available estimate is that there are some 2 - 3 million
physically or mentally handicapped pecple in the population, of whom BO per cent are

over age 50 and more than half are over pension age.

16. Within overall expenditure on disabled, preferential schemes for war pensions

cost £340m. and for industrial injuries £300m. Latter scheme is under review as a
result of Pearson Commission (on Civil Liability etec.), and a draft discussion document
about poseibilities for NIl-cost reform is ready for Ministers' consideration.

17. Proliferation of small benefits for small groups of disabled (see paragraph 1
and footnote) has led to pressure for a single disablement benefit. (Manifesto aim -
to work towards a coherent system as the strength of the economy allows). This would
be a very expensive proposition - a non-starter for the present.

e e ——————m————




SO0CIAL SECURITY OPERATIONS STRATEGY STUDY

1. DHSS has been working since 1 on developing a long-term strategy
for improving the payment of benefits to the public. The main objectives
are:-

containing the growth of social security staff
improving service to the public
simplification of the social security system

development of a new system of communications and computers
for the 1990s.

2. A future strategy requires making the best use of the computer
technology that is becoming available. DHSS is one of the biggest computer
users in Europe but its present computer systems are based on the established
technologies available when orders were placed E—1G years ago. The Department
must continue to use techniques of proven reliability to ensure a service

in which the public have confidence but a future computer system must also
take full advantage of tecg%;ggl advances. These include an expected

zeduction in capital costs (and of machine costs relative o wages) which
may make it poss e to use methode which previously were not cost effective.
3. The strategy study is concentrating on the fundamentals of a future
system - where the contact points with the public should be, what {nTormation
the Department ngedg to assess benefit entitlement, where to store the
information and how to obtain when needed and how payments should be made.
For the future the aim must be to bring together gll the information the
Department has about the begefit position of an individual (and, ideally,

of dependgants) at the right point in the system. This should make it
possible to minimise the questions asked of the public and speed up the service
provided by cutting down the manual processing of information., This approach
has been called the “wﬁETE‘EEEEEE‘EEEEEE?“-EEg Involves considerable improve-
ment in cross referencing of information and greater mechanisation of the
handling of that information,

4. A future strategy will need to be flexible enough to adjust to any
foreseeable changes in the benefit structure. The strategy will, for example,
take account of the Government's commitment to improve work incentives by
taxi short-term benefits and to move towards the fulfilment of its original
tax credit objectives as and when resources permit. 1t will be essential
therefore in developing the strategy to keep in close touch with Inland
Reverue (whose new computer systems will be operational by the end of the
1980s) and Department of Employment., The main foreseeable snag at present

is staff reactions. Any reductions in staff rmumbers will be gradual but the
Civil Service Unions are very aEErehensive about technological advances and
have recently demonstrated the nerability of large computer installations.
It will be important to protect future systems as far as possible against

this vulnerability but at the same time to secure staff (and the public)
support for proposed changes,




ROYAL COMMISSION ON THE NATIONAL HEALTH SERVICE
Tagk of Royval Commission

The Royal Commission, under the chairmanship of Sir Alec Merrison, was set
up with the terms of reference:

"To consider in the interests both of the patients and of those who
work in the National Health Service the begt use and ment of the
financial and manpower rescurces of the National Health Service.
The Commission was required to cover all four parts of the United Kingdom.
It started work in May 121§ and published its (unanimous) report on 18 July
this year. A list of the members of the Commission is attached at Appendix 1.

Publication of report

2., The report is about 500 pages long and contains over 100 recommendations.
There is a shortened version - "A Service for Patients" (copy being provided
with separate brief for Sir Alec Merrison's meeting with the Prime Minister

on 29 August). The report has been generally well received by the Press and
NHS interests, though there have been some criticisms - including, for example,
those of the EMA for not calling outright for extra money for the NHS. The
report is positive in its approach and, for the most part, low key - "reform,
not revolution", in the words of Sir Alec Merrison.

Action on report

P The Secretary of State said in his statement to the House:

"On the major issues of structure and management we shall put forward
proposals in a document in the Autumn, and will invite early comments
on that document from the interests affected.”

4, Work on the Consultative Document ie now in hand. It will not deal with
all the Commission's recommendations. The intention is that those which do
not run counter with Govermment poliey, or would require the commitment of
unavailable resources, should be dealt with in the course of the Department's
normal activities.

Major topic for discussion - with political implications

5. A brief summary of the recommendations is at Appendix 2. Major topics
for discussion are;:

8., Streamlining the NHS structure - how do we balance the promotion

of greater local autonomy at District level with an effective strategic
planning role for the 14 Regions? How, within a more streamlined Service,
will the requirements of accountability best be met?

b. Relations with the personal social services — an important element
in the 1973/74 Reorganisation was closer co-operation with the local
authorities: what will be the impact of a revised NHS structure on the
important relationship between the health services and the personal

gocial services?




¢, The private and voluntary sectors - how significant for the NHS
are measures to expand the private sector? What should be the future
role of the voluntary sector, and what contribution can this make to
the finaneial support of health care?

d. Industrial relations within the NHS - what are the prospects for

the Royal Commission recommendation that "the TUC should take the necessary
steps in initiating discussions on the procedure for dealing with national
disputes in the NHS5?"




ROYAL COMMISSION ON THE NATIONAL HEALTH SERVICE

Sir Alec Merrison DL FRS (Chairman)

Vice-Chancellor University of Bristol. Previously held government

research posts at Christchurch and Harwell and academic posts at Liverpool
before moving to Bristol in 1969, 8ir Alec chaired the Committee of Inguiry
into the Regulation of the Medical Profession whose report was published in
April 1975. He was a member and Vice-Chairman of the South Westernm

Regional Health Authority until his appointment to the Royal Commission.

Sir Thomas Brown (Vice-Chairman)
Chairman of the Eastern Health and Social Services Board
Northern Ireland

Professor Ivor Batchelor CEBE
Professor of Psychiatry
Inndee University

Professor Paul Bramley
Professor of Dental Surgery
Sheffield University

C M Clothier Esq

Parliamentary Commissioner for Administration & Health Service
Commissioner (from January, 1979). Formerly QC and Recorder and
Judge of Appeal in the Isle of Man

Ann Clwyd,
Journalist, Broadcaster and member of the Cardiff Community Health Council;
newly elected member of the Buropean Parliament.

Peter Jacques Esg
Secretary of the Social Insurance and Industrial Welfare Department
of the Trades Union Congress.

Professor Jean McFarlane (now Baronese McFarlane of Llandaff)
Professor of Nursing
Manchester University

Miss Audrey Prime OEE
Chairman, BEnfield and Haringey AHA: until 1976,
Staff Side Secretary of the NHS General Whitley Council

Miss Kay Richards

Assistant Director of Social Services Hertfordshire County Council:

until 1.5.77. Senior Lecturer in Social Planning, National Institute for
Social Work.

Lady Sherman
Member of NE Thames RHA

Sir Simpson Stevenson
Chairman of the Greater Glasgow Health Board




Councillor Dr Cyril Taylor
General Medical Practitioner Liverpool

Ir Christopher Wells OBE TD
General Medical Practitioner Sheffield (retired)

Frank Welsh Esq
Director Grindlay's Bank Limited

#* Professor Alan Williams
Professor of Economics
York University

* Resigned 3 January 1979 on appointment as Parliamentary Commissioner

#* Resigned 31 August 1978 because he disagreed with the way the
Commission was going about its work.




APPENDIX 2
SUMMARY OF COMMISSION'S MAIN RECOMMENDATIONS ON DISCUSSION TOPICS

Streamling the NHS Structure

a, Iropping a management tier, leaving one operational and the planning
level in most places (para 20,.46):

b. Transferring formal accountability for "matters within their
competence" to the 14 Regional Health Authorities. This would include most
of the activities of the NHS (para. 19.33):

c. The national pattern to be flexibly applied locally and details to be
wnrke% out by RHAs (Health Departments outside England) (para. 20.48 and
20.51):

d. Abolishing separate Family Practitioner Committees to administer GPs,
etc, contracts and simplifying the professional advisory committee structure.

Relations with Personal Social Services

The Commission considered and rejected radical change in the responsibilities
for either the health or personal social services, including proposals that
the NHS should be run by local government and that the PSS should be run

by the NHS.

The Private and ?olunta;x Sectors

a, "the Health Services Board should be given power to control and a
responsibility to consider, the aggregate of beds in private hospitals and
nursing homes when any new private development is considered in a locality"

(para. 18.39);

b. The NHS should aim to provide for about 75% of all abortions on
residents of the UK (para, 18.37).

Industrial Relations within the NHS

Apart from the recommendation referred to in the main brief, the Commission
proposed:

"the health departments and staff organisations and unions should
give urgent attention to industrial relations training for both
staff representatives and management" (para. 12.11).




From the Private Secretary

10 DOWNING STREET

13 August 1979

Don Brereton wrote to me on 3 Aﬁgust about the
arrangements for the Prime Minister's postponed visit
to your Department, which is now scheduled for
29 August. We have since spoken about this,

I have now had a chance to consult the Prime Minister
again. She is content with a programme on the lines

we discussed:-

1200

approx

approx

approx

approx

Meeting with Secretary of State, Junior Ministers,
and senior staff., This meeting and the later
working lunch should cover:-

- Report of the Royal Commission on the NHS

social security issues including incentives,
simplication

hospitals
the poverty trap

forecasts for national insurance expenditure
and contributions

Walk around parts of the building, including
perhaps canteen, library, Social Security Enquiry
Office, \

Working lunch

Visit a section of the Department at work - perhaps
staff dealing with special hospitals.

Leave for 10 Downing Street - where the
Prime Minister will, at 1600, meet the Chairman
of the Royal Commission on the National Health

Service. Your Secretary of State will also attend
this meeting.

/I hope




I hope that this guidance will now enable you to
confirm the tentative arrangements which you have already
made,

B.C. Merkel Esqg
Department of Health and Social Security




MR. JAMES

MISS PARSONS

CHIEF SUPT. WARWICKER

I attach copies of draft programmes for the Prime Minister's

visits to:-

DHSS - Wednesday 29 August

The North West - Thursday/Friday 30/31 August

Scotland - Wednesday 5 - Monday 10 September

You will see that the Prime Minister has broadly approved
these for planning purposes. In the Scottish case, we still have
to sort out a number of engagements to add to the programme for
Friday 7 September. I am circulating the current draft to allow

contingency planning, and Iwill keep you informed of significant

changes.

13 August 1979




PRIME MINISTER

This might be a convenient moment to remind you of the
programme of tours, and visits to Departments, in your diary
for the rest of the year. I set this out below, and I attach
to this minute the programmes currently envisaged for the first
three of these wvisits. Could vou please take a look at these
JEEET;ﬁicate any queries or doubts. (In the case of the Scottish
tour, there are one or two options where we would like your

decision. )

Beyond these three visits are you still content with the shape
of proposals for the rest of the year, always subject to the

intervention of urgent Government business? I have had it in

mind that you might also spend a couple of hours at the Civil

Service Department, which is your own, later in the recess. I

suggest that we should do this without too much advance warning.
I think it is particularly important that Sir Ian Bancroft's
senior colleagues in the Department should get to understand from
you personally how much importance you attach to improving
——
management, the tightening of efficiency, and a long term effort

—— e
to reduce waste and cut down the functions of Government. I do

not think we need set this in the diary now, but should simply

choose a day when a gap appears at short notice,

The list of visits is as follows:-

Wednesday 29 August, 1200-1600 /

DHSS
Thursday evening, 30 August/Friday 31 August

Tour of North West
5-10 September
Scottish wvisit

Thursday evening, 13 September/l4 September ]

West Country tour (North Devon, Bristol) PPos
Tuesday 25 September

Milton Keynes shopping centre - opening ceremony

/Tuesday 2 October




g

Tuesday 2 October, 1100-1500
Department of Employment
10-12 October

Party Conference

Thursday evening, 18 October/Friday 19 October
Visit to Cardiff/Welsh Office

Monday 29 October, 1130-1500

Department of Industry

Thursday evening, 1 November/Friday 2 November
Visit to the North East

Monday 26 November, 1130-1500

DES

Thursday evening, 13 December/Friday 14 December
Visit to East Anglia.

/1

10 August 1979




10 DOWNING STREET

From the Private Secretary 6 August 1979

Caroline Stephens has previously been in touch with you
about the Prime Minister's programme in Scotland in the period
o-8 September.,

She will be spending 5 September in the Orkney and Shetland
Islands. Thereafter, she hopes to visit Dounreay on the
morning of Thursday 6 September, and would plan to leave for
Aberdeen in the early afternoon.

As we discussed on the telephone today, it would be most
helpful if you could establish that the proposed visit would
be convenient to AEA. 1t would also be helpful if you could
enquire whether AEA can arrange for suitable accommondation to
be reserved nearby for the Prime Minister's party over the night
of 5 September. The party is likely to include the Prime Minister
and Mr. Thatcher, Mr. Ian Gow M.P. (Parliamentary Private
Secretary), a Private Secretary, a Press Secretary, possibly
the Prime Minister's Political Secretary, a Personal Secretary
and two Detectives. We will confirm the exact numbers a little
nearer the time.

W.J. Burroughs, Esq.,
Department of Energy.




PRIME MINISTER

As you know, I approached Dr. Stanley Balfour-Lynn - in a low
key way - to get some material for you to use when you visit DHSS.
You saw the letter in which he provided the response.

He rang me earlier this week expressing his "horror" to discover
that the fact that an approach to him had been made was covered in

some detail in a magazine called "Hospital Doctor" - extracts at Flag A.

Very few people knew of the approach I had made to him. There

was no letter. You mentioned the subject at a meeting including

Sir Ian Eancrﬂft,,Sir Derek RaynerJ Mr., Priestly, David Wolfson and me.

I spoke to Dr. Balfour-Lynn, and also spoke to Patrick Jenkin's Private
Secretary. The latter had not put anything in writing in DHSS, nor

had he mentioned it to anyone other than the Secretary of State.

I have since learned from Mr. Jenkin's office that, when Mr. Jenkin

had a lunch engagement with Dr. Balfour-Lynn a few weeks back, he was
surprised to read in the same periodical the morning before a list of
points that Dr. Balfour-Lynn was going to put to him. It seems that
the good doctor has close links with this particular magazine, and

uses every opportunity for self-publicity. Despite his protestations,
and the fact that he drew the articles tn_hy attention, I am satisfied

that none of the very few people who knew that he had been approached
by No. 10 would have been likely to let this information get to the
P
magazine.
#L, ‘HwﬁJA.

All this suggests that Dr. Balfour-Lynn is not a good candidate
for inclusion amongst the informal advisers with whom you maintain
private contacts. He is not prepared to respect the confidence
whieh you require.

3 ﬂugust 1979
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DEPARTMENT OF HEALTH & SOCIAL SECURITY | V. f% el
|

Alexander Fleming House, Elephant & Castle, London SEI 6B /W
7

Telephone o1-407 5522

From the Secretary of State for Social Services

3 August 1979

Mike Pattison Esq
Private Secretary
10 Downing Street
LONDON

SW1

E)M f'ﬂ:vh-'t

Thank you for your letter of 25 July about the proposed visit
by the Prime Minister on 29 August.

2. The Secretary of State has noted that the Prime Minister
would not expect Ministers or officials to change their holiday
plans; and we have now established who would be available on

the 29th. Regrettably both Ministers of State, Dr Vaughan

and Mr Prentice, and the Parliamentary Under Secretary of State
for Social Security - Mrs Chalker, are away from London on

29 August. Several senior officials will also be on leave.

But the Secretary of State will be here, as will Sir George Young,
the two Permanent Secretaries, and the Chief Medical Officer.

3. If the Prime Minister is content for the arrangements to
go ahead on this basis we suggest the following programme from
midday to about 14.00.

12.00 Short tour of building, including library
and canteen and perhaps also Social Security
enguiry office.

_12.45 VWorking lunch with Secretary of State,

14,00 Sir George Young, Lord Cullen (who deals with
our business in the Lords), the two Permanent
Secretaries and the Chief Medical Officer - at
which the main topics might be the report of
the Royal Commission on the NHS and the social
security issues of incentives and simplification.

4, I would be grateful for an early indication of how the

Prime Minister would wish to spend the rest of the time with

us. The arrangements for the previous visit included an
opportunity for the Prime Minister to meet senior administrative
and professional staff at Deputy Secretary level - this would
amount to 10 - 15 people. We would like to retain this in the
revised programme - the Prime Minister might meet them over a
cup of coffee immediately after lunch. But while the earlier




programme envisaged a discussion with this larger gathering
for about 12 hours before the lunch time discussion, this

may not now fit in so well immediately following the lunchtime
talk of over an hour.

5. Another possible option which we have considered is for
the Prime Minister (after meeting the balance of senior
administrative and professional staff) to continue her tour
of the office by visiting a section of the Department at work.
This would involve meeting staff in their rooms - perhaps

& or 7 offices - to enable the Prime Minister to get the feel
of the work from a cross-section of the staff. One corridor
we have considered has some staff dealing with the special
hospitals and others with family planning matters including
abortion.

&. The Secretary of State's sole concern is to make it a

valuable visit for the Prime Minister. It would be helpful to
know as soon as possible which of the options I have set out

she might prefer and to have any guidance you can offer on whether
she would be interested to meet staff in the subject areas we
have suggested in the second option (paragraph 5). Any further
advice you can give on the detail of these arrangements, including
the Prime Minister's preferences regarding lunch would be welcome.
I am on leave until the week beginning 20 August, but Mr Merkel
will be available to talk on the telephone if that was the best
way of following up these points.

Yours sincerely

’5--*?.

D Brereton
Private Secretary




MANAGEMFENT IN CONFIDENCE

DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY

Telephone o1-407 5522
From the Secretary of State for Social Services

Mike Pattison Esqg
Private Secretary
10 Downing Street

1 dwla A9

3

Ir Stanley Balfour-=Lynn

We spoke about the article which appeared last week in Hospital Doctor, 25 July 1979,
Volume 3 No 2; I enclose a photocopy of the relevant pages. In our experience it is
not at all wmeual for Dr Balfour-Lynn to advertise the fact that he is meeting

the Prime Minister and what he intends to say. For this reason the Secretary of
State regards Dr Balfour-Lynn as someone to be treated with caution whilst
recognising that he has considerable talents in organisation and management in

the private sector of medicine.

]'/.mq s.m;ﬂL

T

x*‘zgzzf>r:’1§q%;Ll;}

D BRERETON

MANAGEMENT IN CONFIDENCE




HoSp fal Lo ch
25 Jub (9 )4

Balfour-Lynn advises

MRS THATCHER has ap-
proached Dr Stanley Balfour-
Lynn, Chief Executive of the
successful private  hospital
enterprise American Medical
{(Europe) for his views on
conservative policy on private
medicine.

The move follows severe
criticism from  several
guarters in private medicine
f the Government's plans to
wind up the Health Services

Board, which oversees
phasing-out of pay beds and
private  hospitals.

Many private hospitals are
worried that the halt on pay
bed closedowns, and the re-
sulting free-for-all with hos-
pital proposals instead being
vetted by local health auth-
orities, would lead 1o a sit-
ation where it was impossible
1o plan private projects.

See “Talkback™, page 6.
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10 DOWNING STREET

From the Private Secretary 25 July 1979

As we discussed on the telephone earlier in the week,
Wednesday 29 August would be a convenient .date for re-scheduling
the Prime Minister's visit to DHSS.

I hope you will make it clear that the Prime Minister
would not expect Ministers or officials to change their holiday
plans, but would simply like to spend time with those who are
available on that date.

Our intention would be for the Prime Minister to arrive
about 12 noon, and to stick to the sort of programme you had
prepared for the cancelled wvisit scheduled for 23 July. The
Prime Minister would probably be able to stay until about
3.30 p.m.

You will not need reminding that these Departmental visits
are the most vulnerable part of the Prime Minister's diary if
other urgent business crops up, and once again there is no
guarantee that we will be able to stick to the date.

Could you please arrange for me to receive briefing for

the Prime Minister on the topics previously agreed by Thursday
23 August.

M. A. PATTISON

Don Brereton, Esq.,
Department of Health and Social Security.




10 DOWNING STREET

PRIME MINISTER

Unfortunately it is
not convenient for you to
visit the DHSS on Monday
13 August as the Secretary
of State will be away.
However, they would be
delighted if vou could go to
them on Wednesday 29 August
which is just prior to your
visit to the North West.

Do you agree please?

=3

o ol

24 July 1979
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Qa 04200

To: MR WHITMORE
From: SIE KENNETH BERRILL

L. [ understand the Prime Minister is due to visit the Department
of Health and Social Security on Monday afternoon to discuss the work of

the Department.

2. I attach a note from the CPRS on the main issues the Prime

Minister might wish to have in mind for the visit.

I am sending a copy of this minute and attachment to Sir John

20 July 1979
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Prime Minister's Visit to the Department of Health
and Social Security - Monday, 23 July 1979

15 This note sets out some of the main issues which the Prime Minister

may like to raise with DHSS on Monday. It is divided into the three main

e
areas for which DHSS is responsible - health (some £7, 000m. England
—

and Wales), personal social services (£1,200m. England and Wales), and

social security (£18, 500m. Great Britain). Social security expenditure
—

now accounts for one-quarter of public expenditure, and health and personal
—

social services together for about 13 per cent. Owverall, the Department

itself is responsible for over one-third of public expenditure.

HEALTH

2 The demand for better health services is virtually limitless. At any
foreseeable level it is bound to be constrainec{ by resources Elva_i}:iblﬁ+ But
there is considerable scope for improvements in productivity within the
existing system. A number of important issues have been waiting on the
Royal Commission Report just published. Some of its recommendations
may well be unacceptable (e.g. those in favour of phasing out prescription
charges, or against any switch to financing through insurance schemes).
But others (e.g. those dealing with structure, prescription of drugs,
management and prevention) are very relevant in considering how limited
resources can be deployed in the most cost effective way. Some important

areas are -

(a) Structure. There is general agreement, now endorsed by the
Royal Commission, that one tier of the present structure (which runs

from DHSS at centre, through regional, area and district authorities)

is superfluous. Two questions are worth raising:

(i) If, as seems likely, the area health authority is the tier
which should be abolished, what is the likely scale and timing of

the manpower and cost savings which would result?

1
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(b)

RESTRICTED

(ii) How far can the benefits of a shorter chain of command be
enhanced by increasing delegation from the centre, in particular

to the regional health authorities? At present DHSS operate a
detailed planning system, based on five year plans submitted by

the regions which are subjected to detailed official comm ent and
discussion. Is this degree of central intervention really necessary
to fulfil the Secretary of State's statutory responsibility for the
provision of health services? Can regions (as recommended by
the Royal Commission) be given a much freer hand, subject
perhaps to special safeguards for a minimum level of certain

services?

Clinical freedom. To what extent is the principle of 'clinical

freedom' standing in the way of desirable changes? Can progress be

made without unacceptable infringement of the principle? Two

examples are -

(i) The drug bill. This now stands at nearly £750m., has been
_—

growing in real terms, and represents an increasing share of NHS
spending (over 10 per cent). There are major questions on how

cost effective all this is. Drugs are often unnecessarily

prescribed, and expensive drugs are prescribed when inexpensive
———
ones would be as satisfactory. The Royal Commission has proposed
an approved drugs list (an approach adopted in some other countries).
This will meet with opposition from the profession, as well as from
the big drugs companies. But there are big savings to be made if
better controls can be established. (One step forward would be to
bring Family Practitioner Services, which are at present demand

determined and through which most drugs are prescribed, within

DHSS cash limits. )

(ii) Lengths of stay in hospital. There are marked variations both

between regions and within regions. Are there means of encouraging

convergence towards greater cost-effectiveness?

2
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(c) Prevention. The Royal Commission recommends more concen-

tration on preventive measures (both within DHSS responsibilities,

e. g. maternal and pre-natal care, and in areas that lie outside DHSS's
own functions, e.g seat belts, smoking, alcohol, fluoridation, and
better eating). The last Government published a paper on prevention
and health, with a series of follow-up booklets on particular aspects
But the initiative seems to have run out of steam. Some preventive
measures are not cost effective, and others have to be balanced with
issues of individual freedom. But there is a case for a thorough
review linked closely to resource costs. Is DHSS satisfied, where
preventive measures lie with other Departments, that arrangements
for a co-ordinated assessment are adequate? Where large social
costs are involved, how much weight should be given to individual

choice (e.g. seat belts)?

(d) Management.
(i) INHS staff relationships. Thegehayg been deteriorating.

Relationships between medical staff and administrators on the

one hand and ancillary staff on the other are strained. The Royal
Commission recommends a thorough review of industrial relations.
Is it accepted that changes are needed, and how does DHSS think
the job can be tackled? To what extent is structural change, and

more local autonomy, likely to improve the position?

(ii) DHSS central administration. The central DHSS bureaucracy

(both administrative and professional) is large and unwieldy and

is sometimes criticised for being out of touch with the grass roots.
Could it be trimmed, e.g. by leaving health authorities to handle
the large amount of casework (complants from the public, etc.)

on services for which they are directly responsible? Do we need

in DHSS parallel hierarchies of administration and professionals

B
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(doctors, nurses, social workers)? Could they be merged (e. g.
by having more professionally qualified administrators)? Or

should the establishment of doctors, nurses, etc. be drastically
reduced and the necessary professional input be obtained through

an expanded network of retained consultant advisers?

These points are also relevant to personal social services.

PERSONAL SOCIAL SERVICES

3. The main preoccupation of these services is the care of the elde rly
in the community. The increasing number of the very elderly (75+, and
85+) is the main challenge facing them in the foreseeable future. (The
previous Administration published a discussion document 'A Happier Old
Age', and this Government has announced its intention of publishing a White

Paper on the Elderly in due course.)

(a) Community versus institutional care. It is now widely accepted

that community care, where possible, is generally better than insti-
tutional care on both cost and social grounds. Is this general policy
(whether in relation to the elderly or the physically and mentally
handicapped) being implemented as fast as is practicable? What
are the main constraints, e. g. administrative inflexibility in the
transfer of resources and co-ordinated planning between the NHS
and local authorities, or inability of families to assume the burden
of care for elderly/handicapped relatives without some increased
support for which resources are not available? Should the peolicy be

given greater impetus and, if so, how?

(b) Voluntary sector. The volunta ry sector already makes a signifi-

cant contribution. But its impact is limited, and there are difficulties
in making it effective in areas of greatest need and deprivation. Can
it be better used and directed? Could more be done to draw on the
large untapped resources of the 'young' retired to help the 'elderly’

retired?

4
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(c) Charging. Has the scope for charging, e.g. for domiciliary

services, been adequately reviewed? There are administrative
problems of collection. But many elderly people, who are not 'needy’
in financial terms, nevertheless need, and would be prepared to pay

for, services for which there is in practice no alternative provision.

(d) Delinquency. The Manifesto proposed to revise the Children

and Young Persons Act 1969 (to give Magistrates the power to make
residential and secure care orders on juveniles). DHSS might be
asked whether they think the borderline between their own and the
Home Office's responsibilities could be better defined, and how

severe the practical problems of the present arrangements are?

SOCIAL SECURITY

4, Major proposals already decided are the revised 'prices only'
uprating formula for pensions and other long term benefits, and the 'nil cost'
reform of the supplementary benefit scheme (including the abolition of the

Supplementary Benefit Commission).

a Incentives for low paid, The interaction between tax and benefits
P

is a crucial area for securing better incentives for the lower paid. A

scheme for bringing unemployment benefit into tax by 1982 is under

urgent interdepartmental study (DHSS is involved with the Treasury,
Inland Revenue, Department of Employment, and the Civil Service
Department), and should come to Ministers for decision in the Autumn.
DHSS is also working (on a similar timetable) on a scheme for
transferring payment of sickness benefit for the first 6 weeks from
DHSS to employers. The advantages would be reduced public
expenditure and manpower, and the application of normal PAYE: but
the proposal is likely to meet CBI as well as TUC opposition (more
work for employers, and less security for employee). DHSS might

be asked about progress and current assessment. Other factors

5
RESTRICTED




REESTRICTED

which are important in mitigating 'poverty trap' effects for those

in low paid work are the level of child benefit (where uprating policy
has not yet been decided by Ministers) and the steepness of the with-
drawal taper for the means tested benefits (Family Income Supplement,

rate and rent rebates, school meals, etc.).

(b) Enforcement and fraud. DHSS - and a wide spectrum of public

opinion - believe that the scope for cost savings on social security

by stronger enforcement measures is large (e. g. the mere invitation
e ———

to a meeting with an unemployment review officer leads to a high
proportion of withdrawn claims). Manpower constraints are at
present preventing DHSS from pursuing these opportunities as
vigorously as they would wish. The issue has come before Cabinet

in their public expenditure discussions. The question is to what
extent manpower considerations should stand in the way of expenditure

savings where more manpower can be shown to be highly cost effective.

(c) Retirement policy. A longer term issue on which DHSS might be

asked for their views is the direction, and timing, of changes in
retirement policy, in the light of (a) the case for greater flexibility

in individual choice of retirement age, and (b) the difficulty in justifying
the longer term differential retirement ages for men and women. A
further point is the timing and phasing of the abolition of the earnings
rule, which is a Manifesto commitment, but which will be very

expensive,

(d) Poverty. Defining 'poverty' by reference to supplementary benefit
OV, E L PP Ly

level creates a presentational problem in that every time supplementary

—
benefit rates are increased, the numbers in 'poverty' also increase.

In the longer term the new pension scheme, and possibly real increases
in child benefit, could reduce the number of elderly and large families

who fall within the conventional 'poverty' definition. Meanwhile, could

b
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DHSS do more to remind the public that the real level of 'poverty’
has been going up, even though the numbers of the 'poor' have not

been going down? The pressure groups never draw attention to this.

(e) Administration/staff. Two aspects -

(i) Worthwhile savings could be made by improvements in the

method of paying benefits. Unemployment benefit will be paid
fortnightly later this year but, in contrast to most other countries,
other benefits are still mostly paid weekly and in cash. Sir Derek

Rayner is looking at this area.

(ii) DHSS staff in social security offices have been noticeably
militant, and staff relations seem to be poor. What accounts for
this (the size of the total organisation, the nature of the work?),
and how do management hope to secure improvements? To what
extent will changes in the supplementary benefit scheme, with

greater emphasis on entitlement rather than discretion, help?

20 July 1979
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Mr. Michael Patterson, i
Private Secretary to the Prime Minlster, 5&rﬁ2' qffﬁﬁl R e
10 Downing Street,

London. S.W.1. /V Az W.{h‘,{

:
/%/%

Dear Mr. Patterson,

Because of the limited time that I was given I have tried
tc put down scme of the more important aspects of my
thoughts without, I hope, being too long winded. 1 do
hope that the Prime Minister will accept my letter in the
spirit in which it was written.

Yours sincerely,

thﬁ_k,\,\gf; lenh@é\x

DR. 5. BALFOUR-LYNN

4.7 Cormwall Terrace, Regents Park, London NW1 40P Telephone: 01-486 1266 Telex 267335 ariLon G
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CHAIRMAMN
American Medical internatianal (Europe)

20th July, 1979,

SBL/BT

The Rt. Hon. Margaret Thatcher,
Prime Minister,

10 Downing Street,

London. S.W.1.

Dear Prime Minister,

In response to your request for my personal views on the
salient features necessary to improve the National Health
Service I am attaching a report highlighting the problems
which are causing me considerable concern.

I shall be as brief as possible; however, I believe these
fundamental issues so important to the future of both the
public and private sectors that I would be happy to
elaborate in discussion.

FUNDAMENTAL STRUCTURE

The following is an over simplified account but the N.H.S.
does require simplification. Let me say at the outset that
it is my firm belief that quality care in the N.H.S. can be
achieved without substantial additional finance.

L o2 A5 et et
The N.H.S. must be approached as any other major business.
Too much nonsense has been talked and is still being talked
by people who have a totally unrealistic attitude towards
the achievement of the end product. In order to provide
quality care it is essential to have quality control.
Therefore, the N.H.S. must be taken out of politics.

This would be best achieved by setting up a National Health
Board under the control of a Chief Executive who has a
proven business record. This person would be directly
responsible to the Secretary of State.

4-7 Cornwall Terrace, Regents Park, London NW1 40P Telephone: 01-486 1266. Telex 267335 amiLoN G




The National Health Board, which he would Chair, would have
representatives from the medical, dental, nursing, legal and
accounting professions, the Trade Unions and representatives
of the community who have an interest in the health of the
nation. Its responsibilities would be to determine the
philosophy, policy and financial distribution within the
Service. It would also be necessary to agree with government
the basis and level of funding of the Service as a whole,

Such a Board would ensure continuity of forward planning

and its back up staff would have top management experience
within the N.H.S.. This would be a preferable option to the
involvement of the D.H.S.S. which, in the main, consists of
career Civil Servants without previous hospital experience.

DECENTRALISATION

In direct line with the National Health Board would be

no more than 30 regions throughout Britain, each under the
control of a Regional Executive Officer. It is absolutely
imperative to eliminate the present 'management by consensus'
approach which has proved so inefficient and frustrating

over the past few years. 'Management by consensus' slows
down decision making and is a vehicle of compromise. An
organisation adopting such an approach can never hope to
succeed.

Therefore this Regional Executive Officer would have, not

a committee, but experts available in every field who

would be called upon by him in a consultative capacity.
Within his region he would be totally responsible and have
control over all hospital facilities and community health
services. He would have a number of assistants depending
upon the number of hospitals within his region. This would
create a vastly improved management structure.

GRASS ROOTS

Directly responsible to each Regional Executive Officer

would be the most senior person in charge of the hospital

and its small satellites, previously called 'The Administrator'
but called by myself the 'Managing Director' for the

following reasons:




He would have complete control of all his various departments
such as nursing, radioclegy, pathology, catering,
housekeeping, business office, and so on, and the heads

of these departments would be directly responsible to

him.

In order for him to make his hospital funection to its
best advantage he would also be responsible for the
various medical ancillary services within the wvicinity
of his hospital such as ante-natal clinics, district
nurses, district midwives, 'meals on wheels',6 etc.
This would be a more efficient and more realistic
contribution to the community health services within
his precinct.

COMMUNICATIONS

There would be a streamlined communication system, programmed
by modern computers, which will create a rapid interchange

of essential information between the Regional Executive Officer
and all his Managing Directors within the region. Emphasis
would be placed on performance and the monitoring of results
and there would be penalities and bonuses awarded accordingly.

QUALITY CONTROL

The emphasis in monitoring would be twofold:; guality of

care and management performance. The activities of the
Naticnal Health Board would be monitored by a Select Committee
of the House of Commons, Chaired by the Secretary of State.
The Board, in turn, would monitor Regional Executive Officers
who, in turn with their team of specialist consultants,
monitor the performance of the Managing Directors of hospitals
in each region. Proper sanctions against poor performance
throughout the Service must be built into the system.

THE MEDICAL PROFESSION

The attitude of my colleagues, which frankly has been
accepted without question since the inception of the N.H.S.,
needs to be re-examined if the medical profession it to reach
its full potential within the health service.

They must develop within the profession their own methods
for monitoring the efficiency and application of their medical
colleagues working within the N.H.S. at all levels.




For example, consultants working in the hospitals must
satisfy the Regional Executive Officer and his team of
medical advisers that they are giving value for money.

It is not difficult for information to be gathered by the
N.H.S. management as to how much time and throughput is
effected by consultants. This would not then be a matter
of opinion, which could arouse resentment, but would be

a matter of faect.

There should be a similar monitoring of the work of general
practitioners but this is more difficult to achieve. However,
it should be compulsory for general practitioners to attend
regular refresher courses and to take regular examinations,

say, every three to five years to assess their current knowledge
of what facilities are available within the N.H.S. and how

best they can use them for the benefit of their patients. Merit
awards should also be supplied to the general practitioner.

Finally, I would recommend that general practitioners should
be required to take a more active role in their local
hospitals with their compensation based on a fee for service
basis. This would benefit both the general practitioner

and help considerably the staffing of the hospitals.

PAY BEDS

This subject must be loocked at from three points of view;
the patient, the consultant and the people responsible for
providing alternative hospital facilities.

1. The Patient

Private patients no longer relish the thought of occupying

a pay bed in the N.H.S5.. Many have experienced embarrassment
sometimes harrassment, neither of which are conducive to

the peace of mind necessary for their recovery.

The Consultant

The consultant will always prefer using his N.H.S.
hospital for his private patients. It is more convenient,
he has no journeying to make, he also has his

own staff of doctors, technicians, nurses, etc. with

whom he works. However, the people who support him in
the N.H.S. hospital work full-time, are paid full-time

by the N.H.S., and should be giving their full time to
the N.H.S.. By taking private patients out of the N.H.S.




hospitals it will remove the one justifiable criticism
that exists at present. It will also avoid an unnecessary
confrontation with the unions.

The Private Sector

Under the last government private medicine started to
develop rapidly because, finally stability and security
had been created and thus considerable investment

could be contemplated with confidence.

The private sector was no longer in the hands of local
government officials, employed by the N.H.S. and often
openly antagonistic to private medicine.

The creation of the Health Services Board ensured a

fair and impartial attitude which local Health
Authorities cannot guarantee because of local political
pressures. Thus the Health Services Board at least
ensured that local government could only reject proposals
on purely town planning considerations and not political
ones.

It takes five years to produce a modern hospital. A 100-bed
hospital, fully equipped at today's prices costs

approximately €5 million and when finished nearer £8 million.

It is totally unrealistic, therefore, to believe that the
private investor is going to consider building private hospitals
in competition with the N.H.S., especially in view of the
comments I made earlier regarding consultants. The

viability of these expensive projects depends entirely

on what other private beds are available in the vicinity.

Private enterprise has to take into account the next ten
to twenty years in any major investment, which is beyond
the expected life of most governments. It goes without
saying, however, that where pay beds or ancillary
departments cannot be replaced economically by the private
sector then these must remain.

INDUSTRIAL RELATIONS

The establishment of a National Health Board would enable

all matters relating to pay and conditions of service to be
taken out of the central government arena. This should help
to minimise the desire of Trade Unions to play politics. A
no-strike agreement should be given priority. The present so-
called "bonus" schemes are not truly performance related and




hence wasteful of resources. A new bonus/incentive award
related to the achievement of cost effectiveness should be
negotiated.

HOW THE PRIVATE SECTOR CAN HELP THE PUBLIC SECTOR

There are numerous ways that this can happen. From a cost
effective point of view there can be considerable savings

of N.H.S. resources by extending contractual arrangements to
the private sector.

Holland and Norway have already found that it is cheaper to
send their patients to this country for major heart surgery.

The private sector can offer a range of services to the N.H.S.,
for example, management consultancy, medical and financial
systems, computerised hospital design and functional layout,
maintenance programmes. Many more of these can be listed.

The private sector should contribute trained personnel by
establishing training colleges for nurses and technicians
and to a lesser extent doctors.

When the private sector offers services this has the advant-
age of cost effectiveness as private enterprise, unlike the
N.H.S., must have regard to the level of investment, protection
of asset values and the need to achieve quality of service
within a price subject to market considerations.

I can hardly believe that recommendations are now being made
that voluntary organisations without any professional

expertise whatsoever may be asked to administer hospitals

on a "do-it-yourself" basis. The results will be catastrophic.

CONCLUSION

If some of the principles that I have advocated are considered
worthy it will be necessary to invest in training programmes
for the expertise that will be required in making the service
a success, This is the only area where evolution and not
revolution should apply.




I understand that you asked for my personal views and that

these views could be expressed frankly in confidence, in
which case I would like to say that so much nonsense has

been talked about the re-organisation of the N.H.S.

and so many schemes are now being mooted, which are not
practical, and I do urge you with the greatest respect to
gather around you advisers with their feet on the ground and
who have a proven track record of success in the organisation
and management of a major industry.

With kindest personal regards,

Yours sincerely,

‘/,,/f 3 _(_,,. fm-—%m’f)/‘74‘—-

Stanley Balfour-Lynn




PRIME MINISTER

I wonder what sort of plans you have
for the diary between returning from Lusaka
on 9 August and your departure for Islay on
15 August. I am trying to keep it as free
as possible immediately on your return as you
will have heavy boxes and be very tired.
However, one or two meetings have had to
creep in. As you will have had a great
deal of publicity in Lusaka I assume that
you will not be seeking any more for the

days immediately on your return. Would

“you therefore consider a visit to the DHSS

4
yJuJ,JGn Monday 13 August as it had to be cancelled

dg:)"( Mhis Monday because of Cabinet?

Should you wish to do anything which

could include a photograph, I will have a

word with Henry James for some suggestions.

19 July 1979




MR. PATTISON

1 L As we are not getting a diary meeting
until after Lusaka, I wonder what you feel
about Departmental visits which we
discussed earlier this week. As the

DHSS has now been cancelled, perhaps

this one could go in in August, but

I would rather not arrange any more

unless she is going to be working flat

out during the Recess.

2. Will you put a note into her about
the format of press conferences during

regional tours?
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MANAGEMENT IN CONFIDENCE

CI¥IL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA IAZ

Telephone 01 273 5400

Sir lan Bameroft G.C.B.
Head of the Home Civil Service

Mike Pattison Esq

10 Dovwning Street
London SW1 19 July 1979
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PRIME MINISTER'S VISITS TO DEPARTMENTS

When Sir Ian Bancroft and Sir Derek Rayner saw

the Prime Minister on 16 July, it was agreed that
we should let you have a short note of any points
relating to staff costs, efficiency and the like
which the Prime mrmt=ter might fruitfully raise on
her visits to departments.

For the visit to DHSS (which I understand has now
been postponed until later in August) I attach a
few questions which might be used on that cccasion.
Perhaps you would let me know if you would like

us to vary the approach in any way in the future.

Voss Sacercly |

DAVID LAUGHRIN ‘35
Private Secretary

MANAGEMENT IN CONFIDENCE




MANAGEMENT-in-CONFIDENCE

SUGGESTED QUESTIONS FOR DHSS

EGDanI

Eliminating waste and inefficiency in such a big and dispersed department
must be quite a task. Are you satisfied that you are doing it
effectively? Can you put a figure on the savings you have obtained in,
say, the last year?

[ Because most DHSS work is demand-led, its staff numbers have increased
by nearly 30,000 in the last 10 years. This reinforces the need for
close monitoring of staff numbers and the streamlining of administrative
processes. ]

Lower grade/senior staff ratios

I believe you have about 65,000 staff in local offices. I imagine the
number of junior staff must be related fairly directly To the number of
claimants they have to deal with, but how do you decide the right numbel
of senior staff?

e
[A "management formula" assigns middle managers in DHSS local offices in
strict proportion to the num f junior staff. There is some evidence
that this results in overstaffing at the middle management level and
the formula is being reviewed., Union opposi%ien to any change would be
very strong. |

Industrial relations

How much influence do the unions have on the running of the department?
and Public
[The unions (mainly the Sociéty of Civil /Servants and the Civil and
Public Services Association) have had a growing influence in DHSS in
recent years. Largely as a result of threatened disruptlon of the
department's work, they secured from Ministers in 1975 the management
formula (see above) and a pay lead for junior local office staff.
Management decisions tend to be taken with a very close eye to possible
adverse union reactions. ]

Fraud

I'm sure that if you had more staff you could reduce social gsecurity
fraud, but can't more be done by better use of existing staff?

[DHSS are constantly seeking to increase their total staff numbers to
deal with fraud. Could they not divert more staff from lower priority
work or encourage theirlocal office staff to greater vigilance in dealing
with claimants? And are they making enough effort to get local

publicity for fraud detection?.]

MANAGEMENT-in-CON F!DENCé




}\“; \esC 19 July 1879

)
£

s [7

Thank you for your leteer of 18 July,
with your note of topics discussed during
the Prime Minister's visit to New S5t. Andrew's
llouse last week.

This covers the ground admirably, and
I have no couments to add.

K.J. MacKenzie, Esq.,
Scottish Office.
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SCOTTISH OFFICE
WHITEHALL, LONDON S5WIA 2AU

M A Pattison Esg

Private Secretary

No 10 Downing Street

LONDON SWl 18 July 1979
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PRIME MINISTER'S VISIT TO THE SCOTTISH OFFICE

I attach, as agreed, a draft note briefly indicating the
subjects touched upon at the lunch with the Prime Minister
on 11 July as the basis of an agreed text for the record.
You will note that I have simply tried to outline what was
said regarding each of the main problems which the Prime
Minister asked to be identified and have not attributed
statements to individuals. I would be glad of any comments
which you wish to suggest.

I have conveyed separately to the Department the gist of the
Prime Minister's discussion with the Lord Provost of Edinburgh
about the structure of local government. I will be writing
tomorrow about the representations which the Prime Minister
received from NUPE and the Aberdour and Dalgety Bay Joint
Action Group.

ot ML

K J MACKENZIE
Private Secretary




DRAFT
PRIME MINISTER'S VISIT TO THE SCOTTISH OFFICE - WEDNESDAY 11 JULY 1979

The Prime Minister and her partv took lunch with the Secretarv of State

and senior officials. The complete list of those present is attached.
The Prime Minister asked what the Scottish Office regarded as the most
difficult problems with which thev had to deal and the discussion

ranged over the following:

k- Industrial Problems

Scotland has always been more successful than other Development Areas
in attracting industrial investment from abroad but has had less
industrial movement from other parts of the United Kingdom. Labour
relations are patchy but not notably worse than elsewhere in the UK and
the promotion of small businesses continues to be successful.

Difficulties in obtaining planning permission are not a critical factor

or a serious disincentive to potential investors except in a very few

extremely complicated cases such as Moss Morran but some relaxation of

controls would certainly help.

The performance of the Scottish economy is more dependent on jobs in the
public sector and therefore more at risk from public expenditure cuts.
The greatest single worry is the future of the shipbuilding industry

and its suppliers. The main problems affecting our competitive position
seem to be:

(a) The practices of craft-based unions which lead to less effective

use cof capital resources;

As elsewhere in the UK delivery times are often way behind those

of our competitors:

The incentives we can offer are less generous than those of eg
Southern Ireland and this is permitted by EEC rules;

Distance from main markets;




Lack of a substantial components industry to support or expand

upon large assembly plants notably in the motor industry; and

The co-existence of high levels of unemployment and lack of

skilled manpower.

il Common Fisheries Policy

Scottish boats now land some 60% by weight of the UK catch or about

53% by value. To be acceptable to the Scottish industry, any settle-
ment of the CFP would, in addition to exclusive rights up to 12 miles
(except possibly for French fishing in the south west), have to include
an element of preference in waters beyond that. The UK have until now
sought such a preference on a flag state basis but this was regarded

as discriminatory and therefore contrary to the Treatvy and not likely
to be negotiable. Even so this was not a reason for jettisoning an
objective which had been central to the UK's and the industry's
negotiating pesition for over three vears, —articularly when there
seemed a real possibility of negotiating it in the form of a preference
for dependent fishing communities. This could, with effort limitation
by means of licensing, rotect local boats from the growing concentra-
tion of stranger boats on their traditional fishing grounds. Although
such a concept inevitably raised complex issues - for example how local
was "local'? - it had to be recognised that the interests of the inshore
fleet in this respect were not invariably in line with those of the

deep water sector.

Under Community law, fish was a common resource and legally common
access would prevail unless further derogations were agreed beyond
1982. This would be politically unacceptable in Scotland as elsewhere.
Further derogations might, however, be less difficult to negotiate

than would the rest of the settlement. !/hile guotas were obiectionable
because thev lent themselves to dishonestv, thev were the only basis
available for dividing up the stocks. Vhat was important was that
there should be effective means of enforcement, “robablv bv effort

control.

3. Torness

While it is certain that there will be further organised protests over




the building of Torness, the station is absoclutely essential to meet
future electricity demand after 1990 as the SSEB already burns virtually
all the power station coal produced in Scotland and coal is currently
being imported in order to safeguard winter output. Consent has been
given for the construction of the power station subject to the nuclear

safety requirements being met.

As regards reactor choice, Magnox has proved a successful design but
existing stations are small. One of the two reactors comprising the
existing AGR at Hunterston B was now performing satisfactorilv - the
accident to the other was unconnected with the choice of reactor and
was not nuclear in nature - and SSEB have full confidence in the
development of this desigqn which is planned for Torness. A major
difficulty is that uncertainty over the future organisation of the
nuclear construction industry which is causing loss of morale and staff
within the Nuclear Power Corporation is delaying the design of the
nuclear island for the AGRs. The turbine generators for which a design
contract is to be placed with GEC will be four flow as at Peterhead;
the CEGB's choice is for six flow turbine, to be built by NEI.

Development of the fast breeder reactor in the UK was still a con-
siderable time in the future. It now seemed certain that the French

Phoenix would be the first successful commercial fast breeder reactor.

L. Urban Deprivation in Glasgow

The worst problems are organisational and social rather than financial.
The GEAR project has been bedevilled bv local authority jealousies and
a new town development corporation tyvpe of sclution, while attractive,
is not politically practicable. The working population does not have
the skills to match the available jobs, and training schemes have to
cope with the fact that migration to other areas has tended to leave
behind the older and less adaptable. A strict laissez-faire policy
towards industry would probably lead to further depopulation of inner
city areas and loss of agricultural land on the outskirts. The sale of
council houses would not have a significant effect on these areas as
take-up is likely to be poor especially in multi-storey blocks.

S Rate Support Grant

Some means should be found of discriminating between individual local

3.




authorities. It is not acceptable that consistent overspenders should

be treated on the same basis as authorities who budget carefully, or

indeed that in the distribution of grant they should benefit from
their profligacy.




Prime Minister Secretary of State

Mr Ian Gow MP Sir William Fraser
Mr Derek Howe Mr J I Smith
Mr M A Pattison Mr T R H Godden
Mr G Roberts M Mitchell
Gillett
Rennie
Reid
W Deans
G L McCrone
Cormack

K J MacKenzie
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MAN AGEMENT IN CONFIDENCE

CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400

Sir fan Bancroft G.C.B.
Head of the Home Civil Service

M Pattison Esg
10 Dowming Street
London SW1

De~ Mk,
PRIME MINISTER'S VISITS TO DEPARTMENTS

We spoke about the possibility of CSD providing brief notes on
points which the Prime Minister might raise when she visited
departments. I hope to let you have something later in the week
before the Prime Minister visits the DHSS on the 23 July.

In future, if this is possible, it would be helpful to have a

copy of the department's brief a little in advance of the deadline
for our brief so that we avoid duplicating points already covered
and pick up any apparent omissions. I quite appreciate that the
Prime Minister does not wish to set up extensive briefing arrange-
ments and the purpose of this would only be to allow one or two
senior managers here to cast their eyes over the material from the
point of view of their own area of work.

ow s icerely

f Am;q

DAVID LAUGHRIN
Private Secretary

MANAGEMENT IN CONFIDENCE




From the Private Secretary : = — 9 July 1979

Thank you for your letter of 6 July, with proposals about
the Prime Minister's visit to DHSS on 23 July.

As I explained to you on the telephone, this falls in a
crowded week in the Prime Minister's diary, and I am afraid
that you must bear in mind the possibility of last minute
cancellation.

Subject to this, the Prime Minister is content with the
programme suggested. She would like to ensure that she meets
a wide cross-section of staff, and you might like to consider
whether the time before lunch could be better used visiting
parts of the Department in preference to continuing the
discussion over sherry.

She has noted the topics which the Secretary of State has
in mind for the working lunch. The Prime Minister would like
the day's discussion to cover, at some point, small hospitals,
the poverty trap, incentives to work, and forecasts on
national insurance expenditure and contributions.

We have discussed briefing. As I told you, detailed
briefing is unnecessary. It is not a question of preparing
the Prime Minister against the possibility of being caught
out without information: this is to be seen as a fact-finding
visit, and the briefing should contain summary factual
background on the items to be discussed, and a note of major
issues facing the Department. All discussion will be off
the record, although you may want to make a short note of
topics covered and any specific conclusions or decisions
arrived at. We can discuss this nearer the time. Could
I please have the briefing by close of play on 19 July.

—— e

Don Brereton, Esqg.,
Department of Health and Social Security.




PRIME MINISTER

After your Scottish visit
next week, the next
Departmental visit on your
prog-amme is to DHSS on
23 July. e T T L

Mr. Jenkin's proposals
are set out in the attached
letter.

Given the state of the
diary, it may well prove
necessary to postpone this
to allow for more pressing
Government business. If it
goes ahead, are you prepared
to stay for
lunch with the Minister and
hi_s___s__e_nj_g_z:_a.ﬂyisers at the
end of the discussion? This
could prove a useful way to
round up after a wider
discussion with his senior
staff earlier.

EaEe oS En

Mr. Jenkin suggests four
policy areas for discussion.
Do you wa to add any?

MJJ Lde. =t
MUL__ e,
5 ot~ pectina . Cam ot

6 July 1979
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY

Telephone o1-407 5522
From the Secretary of State for Social Services

Mike Pattison Esq
Private Secretary
10 Downing Street 6 July 1979

-

Do M

PROPOSED VISIT BY THE PRIME MINISTER TO DHSS - 23 JULY

The Secretary of State and his senior officials have been looking carefully at
a programme that might be suitable for the visit proposed on 23 July. As I
mentioned to you previocusly the Secretary of State would be very pleased to
entertain the Prime Minister to lunch which would allow a further discussion
of our policy objectives and problems.

If this was possible we would suggest a programme on the following lines:

11 = 12.30. A meeting with Ministers, senior administrative and
professional staff - about 25 people in all.

12.30 - 1.00 An informal conversation over a glass of sherry with those
who attended the meeting and a number of other staff from various parts
of the Department.

1.00 = 1.45 A working lunch with the Ministers, the two permanent
Secretaries and the Chief Medical Officer.

The items suggested for discussion at the earlier meeting are

(1)  Social Security operations and strategy including the need for
simplification

(2) Health and Personal Social Services in particular the role of trade
unions and industrial relations policy.

(3) Disablement Policy
(4)  The Role of the Voluntary Sector.

It may not be possible to cover all of these items in the time available;
we have listed them in our order of priority.




At a working lunch the Secretary of State suggests that it would be useful to

- g . - & ’
discuss some specific policy areas: y | -

i
~— {__,..-f ——

TR
(b) Review of Supplementary Benefits = aﬁ"?' i w3 Ade

- Ll
)

- prawad dﬂr M. ‘*W.’:."‘...".f}‘

(a) Royal Commission on the National Health Service

(¢) Personal Social Services
(d) Industrial Relations in the Department
I would be grateful if you would let me know once the visit is confirmed whether
the Prime Minister would be free to join the Secretary of State for a working

lunch and if the proposed programme and agenda meet the Prime Minister's wishes.
In the light of your guidance about agenda items, we shall then let you have

briefing notes as a basis for discussion.
7’%

D BRERETOHN
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Hoskyns Group Limited

91-93 Farringdon Road London EC1M 3LB
Telephone: 01-242 1951

With compliments




NOTES ON UK ELECTRONICS COMPANIES

CPU Computers Limited. Copse Road, St. Johns, Woking, Surrey.
Tel: Woking (048 62) 73883

Incorporates Computer Ancillaries and LS| Computers Limited. Principal business
is UK ogent for Shugart Diskette drives. Manufactures and sells M=ONE business
computer for small businesses with Sales, Purchase, Nominal ledgers and Stock
Control and BOM processing. Sales to date obout 250 machines ot £7,000.

Estimoted annual turnover £2M. Managing Director David Johns. Capital
privately held - no known history of Government grants. Recently lounched new
range of intelligent VDUs.

Goroge Management Services. GMS House, Boundary Road, Woking, Surrey.
Tel: Woking (048 62) 70913

Principal business conversion of petrol pumps to electronic readout. Manufactures
and sells Datopod range of point of sale terminals. Received NCC grant to
uparode POS terminal to B0B5 level. Foctory in Falmouth because of Regional
Development Grants. Sales of POS terminals to date about 100. Estimated
turnover £1M. Manoging Director Colin Howerd.

Zyogal Dynaomics Limited. Bank Chombers, 13 High Street, Chesham, Bucks.
Tel: Chesham (024 05) 75681

Principal business agency for Diablo Printers and conversion of VDUs and
keyboard: to APL character set. Supplier to ICL, Barclays Bank and Equity & Law.
Produces Date Mate and Doto Master store and forword Floppy disk based
terminals. Produces System 90 for small businesses using CAP microCOBOL ond
pockages. High quality word-processing speciality. Managing Director

John Mclean.

Minster Automation. Mill Lane, Wimborne, Minster, Dorset.

Tel: Wimborne (0202) 886151

Erincipal business sale of telephone monitoring equipment for industrial and hotel
w=e. 50+ soles ot £40,000. Equipment based on PDPE. 25% stake held by
Ba-thwick who recently beat NEB to the post as supplier of loan capital . About
-z releose ZBO based equipment for PAB X 7 selling at £9,000. This new
e=sipment is excellent and should sweep the market. Received NCC grant (25%)
‘= softwore development of Z80 system. Manoging Director Jim Prideaux.




PRIME MINISTER

Wednesday 11 July will now not be the date of Parliamentary
discussion on the Wales Act, and we can therefore go ahead with
your Scottish visit.

You approved the outlines of this earlier. I now attach

more detailed proposals from Mr. Younger's office.

You were not happy with the ipitial suggestions for factory

visits. The letter proposes an alternative, Microwave and

Electronic Systems Limited, described at "X'". 1 attach at Flag A
—

a description of Ethicon Limited. Do you have a strong preference

for MESL, which would further complicate the timetable, or will

you settle for Ethicon?

This date will be during the Annual Trades TFortnight,
limiting the number of companies functioning. We have considered
whether this makes it a bad time for your wvisit, but have con-
cluded that this will not undermine the central purpose. It

would be some time before another suitable day became available.

Subject to your preferences about the company, we will now
confirm these arrangements?

Wi will aho fl o &
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(i) Ethicon Ltd
A wholly owned subsidiary of Johnson and Jdohnson, the US pharmacutical group,’
the company's main factory {sg at Sighthill, Edinburgh, employing some 1196 (435 male).

The company manufactures medical accessories and the Sighthill factory produces
surgical sutures, needles and ligatures. More than 50% of production is exported

and the company received the Queen's Award for exports and technology in 1966, and

the export Award in 1970, 1975 and 1977. The comipany applied for an Interest
Relief Grant of £55,800 in 3975 (on which 2 payments of £4,650 are outstanding).
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From the Private Secretary 15 June 1979

L Poadves

As I told you on the telephone today, the Prime Minister
has now started to consider a programme of visits around the
country. In your letter of 11 June, you provided suggestions
for some companies which might be suitable. The list included
H.H. Electronics of Cambridge and the Prime Minister already
has an engagement in Cambridge on Friday 6 July. She may well
decide to make a factory wvisit that day, and I would therefore
be grateful for further background on H.H. Electronics, and for
any other suggestions you might have to make for suitable
companies in the Cambridge area.

Could yvou also take informal soundings of H.H. Electronies
about the possibility of a visit by the Prime Minister in the
course of Friday 6 July. I think a visit of about an hour
in the early afternoon might fit into the programme.

to the Department of Industry. Our very tentative schedule
for such visits includes this late in October. We can come

‘ We also discussed a possible visit by the Prime Minister
back to this nearer the time.

about Cambridge by close of play on Tuesday 19 June.
%}%W

J It would be helpful if I could have this further information

A.A. Duguid, Esq.,
Department of Industry.




From the Private Secretary ' = , 15 June 1979

The Prime Minister has now had a chance to consider a
tentative schedule of visits to regions and departments. You
wrote to me on 11 June with suggestions relevant to the
Department of .the Environment.

We have pencilled in a day in the North West for Friday
31 August.,, This would allow a full day's programme, with the
Prime Minister travelling up to Manchester the previous night.
I would now like to see more detailed proposals for the use
of time based on the Greater Manchester option in your letter,
and including a visit to Skelmersdale New Town. The programme
should include a walk about with media coverage, and some
factory visits in the region. The Prime Minister is particularly
interested in small but expanding businesses employing modern
technology which are export orientated. I have had suggestions
for a number of visits from the Department of Industry, and
in the North West; these include Kitchen Queen of Manchester
and Gullick Dobson Limited of Ince, Wigan. If either you or
Andrew Duguid at Industry have further suggestions, I would
like to see them,

You told me that your Secretary of State suggested that the
Prime Minister would wish to give a Press Conference and
TV interviews at the end of the day. We would certainly want
the programme to include some media exposure, but this might
come best in the middle of the day, in order to allow reporters
covering the trip plenty of time to meet deadlines for evening
bulletins and Saturday morning papers.

The Prime Minister would also want to include at least one
specifically political engagement on the agenda. This might
perhaps be a party for local Conservative workers at the end of
the day's events. Richard Ryder, the Prime Minister's Political
Secretary, will be giving some thought to this.

The programme should also include a visit to your
regional offices. I believe that your office also functions-
for transport, and it might be useful to add some transport
orientation to the trip. After the visit, the Prime Minister might
want to have some discussion both with your Secretary of State and
with the Secretary of State for Transport about her impressions.

/A1l these




All these proposals, including the timing are tentative,
but it would be helpful if I could now have suggestions for
a more detailed timetable. Perhaps you could prepare one,
in consultation with Genie Flanagan (Department of Transport)
and Andrew Duguid (Department of Industry), to whom I am copying

this letter, by say, 6 July.
T

D.A. Edmonds, Esq.,
Department of the Environment.




From the Private Secretary g | 15 June 19789

Thank you for your letter of 8 June, with your Secretary
of State's advice about the programme for a visit by the Prime
Minister to the Scottish Office in Edinburgh.

The Prime Minister has agreed in principle to undertake
the visit on Wednesday 11 July. But this will remain tentative
vntil the Parliamentary timetable is clear: the debate on the
repeal of the Wales Act may take place that day in which case
the visit will have to be postponed.

On the basis of your letter and our subsequent conversatiomns,
the Prime Minister would be content with a programme on the
following lines:

Tuesday 10 July

2200 Arrive Edinburgh by RAF flight. (Unfortunately, it
will not be possible for the Prime Minister to arrive
in time to accept the invitations offered by Mr. Younger
for that evening, as she has other engagements in
London in the early evening.)

The Prime Minister would be delighted to accept
Mr. Younger's invitation to her to stay in his official
residence.

Wednesday 11 July

0815 Visit fisheries cruiser at Leith Docks
0900 Factory visit, possibly Ethicon Ltd.
1030 Visit to Western General Hospital
Followed by visit to Lothians and Border Police HQ

Walkabout followed by arrival at St. Andrew's House,
with press and television coverage at this stage.

Working lunch at St. Andrew's House with Secretary
of State and senior staff.

Visits to departments within St. Andrew's House.

/1515




Informal meeting over tea with cross-section of
staff, to include union representatives.

Leave St. Andrew's House for hotel near airport.

At the hotel, the Prime Minister would attend a
function to be arranged by the Conservative Party
for party workers in the Edinburgh region.

1830 approx Depart Edinburgh for RAF Northolt by RAF flight.

Could you now work out further details of timings. This
order of business is not sacrosanct, and we are open to your
advice, but I hope that the content of the programme can be
preserved.

The Prime Minister's party would probably include
Mr. Denis ThatcHer, Mr. Ian Gow (Parliamentary Private Secretary),
| a Private Secretary, Mr. Derek Howe (Paymaster General's Office),
i a detective and a secretarial assistant. This group will travel
on the RAF flight, and our detectives might also make additional
arrangements direct with the police in Edinburgh. We will need
to discuss further who should be accommodated where.

K.J. MacKenzie, Esq.,
Scottish Office.
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From the Private Secretary u“
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I discussed with Stephen Hickey how the Prime Minister
might take a close look at the work of DHSS, and he wrote to
me on 7 June with some suggestions for regional visits.

The Prime Minister's diary is now getting very crowded,
and we have therefore had to limit proposals for regional
visits for the moment. But I think that the Prime Minister
would like to come across to the Department to talk to
Mr. Jenkin and senior officials, and also to meet a Cross
section of staff. We have tentatively pencilled in to her
diary a two hour period from 1100 on Monday, 23 July.

Could vou please let me know quickly whether this is
convenient and, if so, let me have suggestions for a
programme and topics for discussion by 6 July.

M. A. PATTISON

B.C. Merkel, Esq.,
Department of Health and Social Security.




PRIME MINISTER

cc: Mr. Ryder

VISIT TO THE SCOTTISH OFFICE

You agreed to pay an early visit to Scotland, primarily to help
direct public attention to the amount of Scottish business which is
actually handled by the Scottish Office from Edinburgh.

The earliest available date seems to be Wednesday 11 July. (At
present, the Debate on the Repeal of the Wales Act is tentati&ély
pencilled in for 11 July. You might want to be preéEHE for that, and
you might also regard that as an unfortunate time to be seeking to
turn public attention to Scotland, so planning would have to be subject

to the confirmation of the Parliamentary timetable).

Mr. Younger has been considering what kind of programme might
serve the purpose. His ideas are in the letter at Flag A, with a
suggested itinerary (Flag B) and background notes on some of the
proposed visits (Flag C).

Some alterations will be desirable, both for timetable and
presentational reasons. Based on Mr. Younger's views, a workable

schedule might be roughly as follows:

Tuesday 10 July

2100 Depart Heathrow (Northolt cannot be used this
late).
2200 Arrive Edinburgh.

To ho:él or Secretary of State's official
vf?eﬁidence (which would you prefer?)

Wednesday 11 July

0815 Visit fisheries cruiser at Leith Docks.

0200 Factory visits at Ethicon Ltd and Burton's °
Biscuits. | k‘-&:"‘""".h im ‘k‘“,....d-(.

1030 Visit to Western General Hospital followed by
visit to Lothians and Border Police HQ (these
are close together).

{3

12 noon Walk about, arriving at St. Andrew's House, with
press and television coverage.

1230 Working lunch at St. Andrew's House with
Secretary of State and Senior Staff (probably
unavoidable as you will be unable to accept
Mr. Younger's offers of hospitality on
Tuesday night).

/1415




Visits to Departments within St. Andrew's House.
Informal meeting over tea with cross section of
staff, to include union representatives (a
separate meeting with union representatives is
to be avoided: there is still much bitterness
in the Scottish Office in the aftermath of the
Civil Service industrial action.)

Leave St. Andrew's House for hotel near Airport.

Party for Conservative workers in Edinburgh
region.

Depart for Northolt.

Leave Northolt for Downing Street.

We cannot lengthen the timetable at either end: on the

Tuesday night, you have an Audience followed by a cocktail party for
Members' wives. On Wednesday night you would want to be back in

London in good time to prepare for Thursday's Cabinet. But this

would still allow a worthwhile programme., The morning's activities

would provide the required focus on a range of business which is

the responsibility of the Scottish Office, and this could be brought
out to journalists on arrival at St. Andrew's House. Your further
meetings within the Scottish Office would then be more private, and
you would not be faced with the need to provide some instant public
reaction to them., Most journalists will want to have their stories
by lunch time.

Are you content that your Scottish Office wvisit should follow

these lines? L1L, : . ;’ :

May we arrange such a wvisit for 11 July, subject to the
Parliamentary timetable?

o

14 June 1979
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M A Pattison Esgq
Private Secretary
10 Downing Street
LONDON  SW1 I2 June 1979

Des.s ke

PRIME MINISTERIAL VISIT TO DEPARTMENT OF EMPLOYMENT

You spoke to me last week about arrangements for a possible Prime
Ministerial Visit to discuss the work of the Department of
Employment on the lines of the Prime Minister's recent visit to
the Department of Energy.

We think it would be best to think in the first instance in terms
of a visit to DE Headquarters, the centre piece of which would be
a round=table discussion of the major issues facing the Department,
with Mr Prior and other DE Ministers, the Permanent Secretary and a
few other senior officials.

The Prime Minister might at a later stage wish to visit the Head
Office of one or more of the Departmental agencies such as the
Manpower Services Commission, or to visit local offices of the
Department and its agencies.

As to timing, it may be relevant that the Department is moving
from its present Headquarters to Tothill Street during August and
early September.

YM Qinare ‘\{
o ibass

I A W FAIR
Private Secretary
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You wanted to undertake a series of visits to Departments.
Richard Ryder and I have been considering this alongside possible
factory wvisits and political engagements around the country. I
suggest below some dates which might be used for these purposes,
with initial suggestions for each of them. I attach to this note

some more detailed ideas.

Regional wisits should be planned on a full dagig programme
wherever possible, preferably leaving London the previocus night.
Fridays are most likely to remain free of last minute Government
business. For visits to headquarters of Departments in London,
2-24% hours seems adequate drawing on the precedent of your visit

to Energy.
Tentative dates:

Friday 6 July I v,fFactcry visit in Cambridge
before your CPC Summer School

Wednesday 11 July
(Leaving London Tuesday night) : h’,?isit to Edinburgh, to
include Scottish Office
and its activities, factory
visits, and meeting with
Party workers. (Separate
nocte submitted on this)
Monday 23 July Visit to a Department (?DHSS)
(1100 - 1300) v

Late July = v One-day visit to Polaris base

Friday 31 August 5 v Regional visit: perhaps to

(leaving Thursday night) North West, including work of
the Departments of Environment
and Transport, factory wvisit
and political engagement.

4-8 September 5 Scottish visit - Orkney and
Shetlands, energy matters and
Balmoral - already agreed.

Friday 14 September : Regional visit - perhaps to

West Country covering industria
and political engagements

/22-30 September




. LEZ - 30 September g Kept clear for overseas visil?
Tuesday 2 October : 47 Visit to a Department -~
(1100 - 1330) . 5 perhaps Department of Employmen

i:l-fd- Srviic

A

- ol
Friday 19 October £ KReglunal visit, perhaps
(leaving Thursday night) Cardiff, to cnver Welsh Office,
local 1ndustry and politiecal
engagements,

Monday 29 October & Visit to a Department -
(1100 - 1330) perhaps Industry.

Friday 2 November : Regional visit covering

(leaving Thursday night) industrial and political
engagements - North East
or East Anglia?

Monday 26 November : Visit to a Department -
(1100 - 1330) perhaps DES

Friday 14 December : Regional visit - perhaps
(leaving Thursday night) East Anglia or North East

Arrangements for a visit to Northern Ireland would come into

a separate category and this will no doubt be-ﬁ}upnsed as and when
it seems appropriate. This list of suggestions does not give
special attention to the work of the Department of Trade and the
Ministry of Agriculture, both of which will need to be kept in
‘yd nor the Foreign and Commonwealth Office, Ministry of Defence,
and Treasury, which can perhaps be left for the time being as you
have regular dealings with their business here at No. 10. (Defence
would have been covered in part by the Polaris Base visit.) You
might also want to have meetings with the senior staff at Transport
and Environment after looking at them on the basis of their
regional organisation in the North West.

Flag A provides Mr. Edward$' suggestions for a Cardiff visit,
suggested above for 19 October. Flag B shows how you might look
at the Department of the Environment's activities in the North
West - suggested for 31 August. Flag C suggests a selection of
companies in different regions which might be suitable for visits.
These could all be worked into a programme like the one outlined
above,

/Should we now




Should we now plan visits on this timetable in more detail,

subject to the intervention of urgent Government ness, or

would you like to discuss the options befaré'ﬁe take this further?

12 June 1979
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My ref:

Your ref:

11 June 1979

*
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You asked me to let you have ideas for a visit by the Prime
Minister to one of our Regional Offices. The Secretary of State
has discussed with his Ministers and they agree that the most
appropriate Region +to visit would be the North West. This would
enable visits to both Manchester, where the Regional Office

is located, and to Liverpool.

The attached note lists some of the areas which could be covered
in a single day. My Secretary of State suggests that the visit
should take place preferably after 29 June when he will be
visitng the Region for talks.

If you could het me have a date and some times, together with
any other indications of the Prime Minister's preferences, we
can draw up a more detailed programme. The attached cutline
has, of course, been seen and approved by my Secretary of State.

Yo
(bu“fb

D A EDMONDS
Private Secretary

Mike Pattison Esg
10 Downing St




POSSIBLE VISIT BY THE PRIME MINISTER TO THE NORTH WEST: DRAFT PROGRAMME

GREATER MANCHESTER

Regional Office of DOE/DTp

Manchester/Salford Inner City - tour and sight of particular projects

Housing - Private - Byron S5t Development
Publiec - Smithfield Market Scheme
(currently being assessed for Good Design Housing Award)

Dereliction - Higher Folds Reclamation Scheme (Leigh)
(largest in Region - now complete. Examples of
unreclaimed 1land nearby}.

Possibly & visit to Skelmersdale New Town

MERSEYSIDE

South Docks - Problem of decline and dereliction on a large scale

Seaforth Docks - The modern Port

Inner City - Tour of the partnership area to view the problems and
opportunities and projects

Housing - Private - Stanfield Road - Anfield Estate
(Built for the City, but sold for private occupation)

Public - Everton Heights Development
(multi-storey development - includes "The Piggeries")

In both areas the Prime Minister might like o have arranged meetings
with:
Small businessmen;
local authority offices to meet staff coping with poverty issues;
community groups/local authority tenants;
Conservative local authority Leaders.

A+ +he end of the day, my Secretary of State suggests that the Prime
Minister will wish to give a press conference and TV interviews







CONFIDENTIAL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 550‘1
Psﬁgc.ra:ary of Stare for industry SWITCHBOARD 01-212 T&T6

Mike Pattison Esg

Private Secretary to the

Prime Minister

10 Downing Street

London SW1 [/ June 1979

B
div g ‘
VISITS BY THE FRIME MINISTER

You asked last week for some suggestions from the
Department for suitable companies which the Prime
Minister might include in wvisits to several UK
regions. I attach a list with two or three
suggestions in each of the four regions we discussed
Each of these companies has an excellent group
record, but we can , of course, produce further
suggest ions if required.

We also discussed briefly the possibility of a
visit by the Prime Minister to this Department.
We should of course be delighted to make arrange-
ments for this whenever you suggest.

L;M1‘-) &m”{LLth
o,

ANDREW DUGUID
Private Secretary




(1) North West Region

Kitchen Queen, Manchester
L

Fitted kitchen furniture manufacturer. Established in 1965 as
a part-time business operating from a garage. The company has
expanded rapidly with sales of £15m and has gone public.

Gullick dDobgen Litd, Inge, Higan

Gullick Dobson - is the mining machinery division of Dobson

Park Industries Ltd. It claims to be the world's largest
manufacturer of powered roof support systems and supplies 60%

of the National Coal Board's requirements as well as most of

the requirements of the major overseas users. The company have
been particularly successful in supplying self-advancing hydraulic
support systems for long and short wall mining in both home and
foreign markets.

In 1977 Gullick had some 2,000 employees and a turnover in excess

of £48M. It is a past winner of the Queen's Award for Technological
Innovation.

(2) South West Region

guantel Ltd., Newbury

Quantel, in association with Microconsultants, is involved in the
production of advanced equipment for broadcast TV systems and in
various instrumentation products used in systems control.

The company is ten years old and employs 280 persons: turnover
is £6m.

James Pearsall and Co Ltd Taunton,Devon.

James Pearsall, established in 1975 as a traditional London thrown
silk trader, is a wholly owned subsidiary of Bridport Gundry Limited
(turnover 1977/78 12.4 million exports 5.6 million, employment 800).
The company, now based in Taunton, has moved a long way from its
historic silk trade, and is now primarily engaged in the manufacture
of surgical sutures (for which they are world famous) and industrial
sewing thread.

James Pearsall (employment 250) have three manufacturing units in
Taunton to increase the firm's capacity (to meet the expected demand
for industrial sewing thread), with +turnover in 1977/78 of £3.5 m
of which £900,000 was accounted for by exports. 95% of the firm's
output of surgical sutures is exported and they claim to have 50%
of the European market.

Watts, Blake, Bearne and Co Ltd. Park House, Courtenay Park, Newton
Abbot, Devon.

The company operates as an extractor, processor and seller of ball
and china clay, principally in Devon. Wholly-owned subsidiaries
operate in France and West Germany. 74% of total value of ball
clay sales is exported and in 1977 china clay exports slightly

Jincreased ...
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increased to 42% of sales; total exports were worth £8.6m. Much
of Watts Blake UK sales is taken up by the Staffordshire potteries
where a lot of its finished wares end up for export. Watts Blake
therefore contribute greatly directly and indirectly to UK exports.

In 1977 the group trading profit before taxation increased by 28%
from £2,137m to £2,734m. Employees totalled 770 within and 141
overseas. The company operate a wealth sharing scheme for their
employees and labour relations ‘are considered very satisfactory.

(3) East Anglia

H H Electronics, Cambridge

A successful company manufacturing electronic components for
consumer goods products. 150-200 employees.

The Acoustical Manufacturing Co Ltd., St Peters Road, Huntingdon

The Company was founded in London in the 193%0s and moved to
Huntingdon in 1944 and manufactures the 'QUAD' range of amplifers,
loudspeakers, tuners and associated equipment for domestic use and
public address systems. Turnover is presently over £3m and 70%
output is exported primarily to Holland, Canada, West Germany,
France and Australia. The workforce comprises 200 employees. The
company gained a Queen's Award for Technological Achievement in
1978 for a circuit design relating to Hi-Fi audio amplifi.

Datron Electronics Ltd., Norwich Airport Industrial Estate, Norwich

Datron Electronics is a private company formed in 1971 and was
founded by a Director of a large American electronics company when
their UK operation was run-down. It manufactures a range of Digital
voltmeters and Data Logging products, finding application in a wide
spectrum of industries, aﬁd has recently moved into a purpose built
factory of some 20,000 ft=. Growth has been impressive, turnover
increasing from £37,000 in 1973 to over £1m in 1978 of which exports,
primarily to Europe, account for over 50% total sales. Since 1973
the workforce has increased from 7 to 60 employees. The company

has been assisted by the NRDC under Section & of the Industry Act
(1972) and is an impressive example of a successful small company.

(4) Northern Region

DJB Engineering Ltd, North West Industrial Estate, Peterlee, Cc Durham

The outstanding growth of this private company since their formation
in 1973 has been very much a personal achievement of the founder

Mr Brown. By the year ending March 1977 the number of employees had
risen to 380 and the turnover exceeded £10 million pa. The company
manufacture a range of heavy duty off highway dump trucks of which
some 90% are exported. The use of many Caterpillar components and
access to Caterpillar's world wide marketing network contributes
significantly to the company's performance. From the start the close
contact between the company and the Department's Northern Regional
Offices has resulted in the company obtaining a number of loans,
including one in 19977 for £1 million.

Company plans include a further £7.7 million expansion aided by a
£2 million loan from the European Investment Bank and a £680,000 IRG

J/from ...
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from the Department. By 1981 a turnover in excess of £42 million
pa and 850 employees are forecast.

This is a clear example of Government assistance enabling a new

company to become established and so create employment in a Development
Area. They were awarded the 1977 Sunday Times "Best Newcomer to
Export" Award and won a Queen's Award for Exports in 1978.

Steetley Refractories Ltd, Magnesia Division, Hartlepool,Cleveland

The Magnesia Division forms part of the Steetley Company's Chemical
and Ceramics Group and are principally concerned with the production
of Seawater Magnesia mainly for use in refractory linings of steel
smelting furnaces. The process of extracting magnesia products
from seawater was pioneered at Hartlepool in the late 11920s so that
the UK steel industry could gain independence of foreign sources of
natural magnesite. The Hartlepool plant was the first, and is now
the largest, of its kind in the world with an annual capacity of a
quarter of a million tons. The company are at the forefront of
refractory technology and have commissioned a major new plant at
Hartlepool using a unique Large Grain (LG) process to manufacture
high quality seawater magnesia.
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You asked George Craig here whether we could suggest the kind
of programme which might be put together for a visit by the
Prime Minister to Welsh Office in Cardiff.

We would suggest the components of the visit might be as
follows: -

(a) An industrial visit - either to a small firm
in the Cardiff area or possibly to be shown the

area around the now closed East Moors Steelworks
whose early redevelopment is of concern to the Welsh
Office, the Welsh Development Agency and local
authorities.

(b) This might be followed by a visit to Ely
Hospital. My Secretary of State has the NHS high in
his priorities and, since Welsh Office is both a
central Government Department and a Regional Health
Authority in Wales, a hospital visit would be
particularly appropriate. The Prime Minister could
see at Ely Hospital the improvements made there
since the events of the late 1960s and meet
representatives of local authorities and the Area
Health Authority to hear of plans for supporting the
handicapped in the community in South Glamorgan
after discharge from the hospital.

(¢) In the Welsh Office itself we propose a meeling
with officials lasting say an hour and a half, during
which the Office would aim to describe the main

policy problems presently confronting the Department.
This might be followed by a briefer and more social
meeting with a cross-section of the Department's staff -
including representatives of the Departmental Whitley
Council's Staff Side - possibly over a cup of tea or
coffee. (Handling the Staff Side is something we

would wish to advise on further nearer the time of the

/Prime Minister's

Mike Pattison Esq
10 Downing Street
LONDON SW1




Prime Minister's visit in the light of then current
circumstances and experience on visits to other
Departments).

(d) We would then suggest that the Prime Minister
could go for a short "walk-about" either in the main
Office at Cathays Park or in the Pearl Building which
is a five minute walk away across the Cathays Park
gardens.

(e) It is certain that civic dignitaries and leading
business figures would hope to have an opportunity to
meet the Prime Minister during her visit. We assume
that the Prime Minister would not want a civic lunch
with all that that entails. However, my Secretary of
State could give an informal lunch to which 20 or so
people might be invited, including leading figures in
local govermment and business in South Wales and in
particular those who work closely with the Welsh Office.

(f) We would also assume, although clearly we are

in your hands on this, that a little time will be needed
to meet the Press, BBC Wales and HTV Wales at some
stage. There will certainly be considerable Press
interest in the visit.

Clearly these are only first suggestions endorsed by my Secretary
of State. However, we will be only too glad to provide either
more detail on the ideas above, or to suggest alternatives. We
would be grateful to hear from you of the Prime Minister's

reactions. : éf
] [
ﬂ{f’ff ﬁ/ﬂ-{:f/"‘ép/j

R J T WILLIAMS
Private Secretary







SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 2AU

M Pattison Esq

Private Secretary

No 10 Downing Street

LONDON e June 1979

Deor W,

You asked for a suggested programme for the Prime Minister's visit to the
Scottish Office on 11 July. I attach the outline of a suggested programme
which recognises the Prime Minister's wish to see something of the work

of Departments inside and outside the Office and in particular to meet some
of our clients.

Our direct dealings with the public are limited - the provision of agricultural
advice, the payment of student grants and the payment of teachers' pensions are
three of the more obvious examples. The nature of the Scottish Office is such
that our main clients are the Scottish local authorities. The Prime Minister
could, of course, visit a local authority and seek to establish what they thought
of us; but I think it would be impossible to narrow a meeting with a local
authority in this way and that a full-blown discussion with a local authority
would take up too much of the Prime Minister's time. What we suggest therefore
is that she might meet a few representatives of the Convention of Scottish
Local Authorities as representing our most substantial clients or that she
might also visit the Police Headquarters in Edinburgh since we have a lot of
direct dealings with the police.

The options listed in the attached paper (including the visit to the Police
Headquarters) are designed to give the Prime Minister a choice. Obviously,
even if she does not meet the Convention of Scottish Local Authorities it
would not be possible to make even a single visit under each of the headings
A to E. However, all the visits suggested except for one of the hospitals
are in or very near Edinburgh, so travelling times would be cut to a minimum.

We hope that the Prime Minister, as well as meeting senior staff, would visit

one or two specific places within New St Andrew's House, perhaps a typing pool

or a registry; and she might in addition visit a particular unit - say one of

our Education Divisions or the Police Division - and meet together staff at all
levels. You will see that we have suggested tea with representatives of the

staff unions. This rather curious expression conceals the fact that we have at

the moment no Staff Side (and therefore in effect no Whitley Council) - a
consequence of the very severe strain on our staff relations in the Scottish Office
which resulted from the action we took during the dispute earlier this year.




The Secretary of State would like to speak to the Prime Minister or Mr Ian Gow MP
about the general arrangements for the visit as soon as convenient next week,

In order to emphasise the position of the Scottish Office as representing a
corporate central government presence in Scotland, Mr and Mrs Younger would be
very pleased indeed if the Prime Minister agreed to stay overnight in the
Secretary of State's official residence, No 6 Charlotte Square, with of course

Mr Thatcher (if he is also coming). There would be sufficient accommedation to
enable a Private Secretary and two detectives to stay overnight as well.

Mr Younger also has in mind to suggest that he might hold a reception on the
Tuesday evening to enable the Prime Minister to meet leaders of Scottish life
including leaders of representative and public bodies. Following that he would
like to give a private dinner party at which Mrs Thatcher could meet the other
Scottish Office Ministers, the Scottish Law Officers and their wives.

\lm 0wl
A A W

J 5 WILSON
Private Secretary




. Possible outline of visit to Scottish Office on 11 July

Hﬂrning

A Agriculture Visit fisheries cruiser NORMA
and Fisheries at Leith Docks

Visit seed testing at East Craigs
research station, Corstorphine

Visit to Western General Hospital,
Crew Road South (or another of
suggested hospitals)

Visit to Lothians and Border
Police HQ, Fettes Avenue

HM Prison, Saughton

Education Dunfermline College of Education,
Cramond

Edinburgh College of Art

Vieit to a firm selected from
attached list

Arrive New St Andrew's House
Working Lunch and discussion
Secretary of State and senior staff
Afternoon
.00 Visits to Departments, and staff at various levels
Lk.oo Tea with representatives of staff unions

L.bks Round-up discussions

i b Depart




'!!NFIDENTIAL

HOSPITAL VISITS IN THE EDINBURGH AREA

The first choice might be Gogarburn Hospital, situated on the outskirts of Edinburgh,
which provides some 670 beds for mentally handicapped adults and children. Over
recent years much has been done to upgrade wards and ancillary services but it is a
good example of the difficulties which face staff and the community in caring for
this category of patient. A wisit to a hospital of this kind is always an
encouragement to the staff involved and is evidenceof our declared intention to

give priority to long-stay patients. In addition the future of services for the
mentally handicapped is uncertain and will remain so until the recommendations in
recent reports on these services, particularly the JAY Report, have been considered

and adopted or rejected.

Alternatively if time permits for a journey over the Forth Road Bridge of about

30 minutes duration, Lynebank Hospital with 390 beds, which provides similar services

for mentally handicapped could be visited. It is located in Dunfermline, Fife.

This is a relatively new hospital completed in 1968 and is a good example of current

thinking on hospital provision for mentally handicapped patients. It accommodates
some severely handicapped children and adults and has excellent links with the

education authority.

If the preference is for a visit to an acute hospital then the Western General Hospital

in north Edinburgh might be appropriate rather than Edinburgh Royal Infirmary which
will have been visited by Her Majesty the Queen on 2 July on the occasion of the
250th Anniversary celebrations. This major teaching hospital has some 550 acute
beds and includes highly specialised services such as radio therapy, neurosurgery

and organ transplantation; it is alsc the centre for some medical research projects.
There is a mixture of old unsatisfactory accommodation in buildings which were
provided in 1868 as a Poor Law Institution and very new accommodation in purpose-built
departments for specialties such as radiotherapy and neurcsurgery and for outpatients

and accidents.

Also within Edinburgh a visit could be made to the Royal Edinburgh Hospital which

comprises several different buildings in south Edinburgh. The main complex has
some 500 psychiatric beds partly in old upgraded buildings and partly in a new
building. The site also houses the Professorial unit for Edinburgh University's

Department of Psychiatry and an alcoholism unit.




A visit to the Royal Victoria Hospital, also within the city of Edinburgh, would
cover a different kind of health care from any of the others suggested. This

was originally a hospital for tuberculosis patients using the traditional pavilion
type of accommodation but was converted to long-stay geriatric services as the
needs changed. It has some 150 beds, some in new purpose~-built wards and the
construction of other new ward blocks is under way. It also has an active day
hospital.

INDUSTRIAL VISITS

The Prime Minister may like to select one of the following companies for a visit
while in Edinburgh. Of these, it is likely that both will have received Regional
Development Grants from the Department of Industry on purchases of machinery and,

in the case of Ethicon, on the new buildings which form part of their considerable
expansion in recent years. As indicated below, Ethicon also have received selective
financial assistance under section 7 of the Industry Act 1972 in respect of this

same expansion.

(i) Ethicon Ltd

A wholly owned subsidiary of Johnson and dohnson, the US pharmacutical group,

the company's main factory ig at Sighthill, Edinburgh, employing some 1196 (435 male).
The company manufactures medical accessories and the Sighthill factory produces
surgical sutures, needles and ligatures. More than 50% of production is exported
and the company received the Queen's Award for exports and technology in 1966, and

the export Award in 1970, 1975 and 1977. The company applied for an Interest

Relief Grant of £55,800 in 9975 (on which 2 payments of £4,650 are outstanding).

(ii) Burton's Gold Medal Biscuits Ltd
A wholly owned subsidiary of Associated British Foods, Burtons manufacture biscuits
and cakes for both the home and export market at their factory at Sighthill,

Edinburgh. The company currently employs arcund 1200 (345 male) and has not applied

for selective financial assistance from the Department.




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY

Telephone o1-407 5522
From the Secretary of State for Social Services

M Pattison Esq

Private Secretary

10 Downing Street

London SW1 ] June 1979

9_&1 ;7 b, ,
FRIME MINISTER'S VISITS

You asked us to suggest three contrasting places which the Prime Minister
might visit to see something of the work of the Department on the ground.
The suggested places, where the Prime Minister could in half a day see at
least something of the work of the NHS, local authority personal social
services and social security, are:

Hillingdon
Wigan or Sefton
Gloucestershire

I would be grateful for the earliest possible notice of when the
Prime Minister intends to make her visits. In the meantime I am asking
our officiale to put in hand outline plans.

/4/‘4-1,. P P wﬂ—7
) o

S H F HICKEY
(Private Secretary)







CONFIDENTIAL

Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2ZHH

From the Minister's Private Office

M Pattison Esq

Private Secretary

10 Downing Street

London SWi1 5 June 1979

Doan My,

PRIME MINISTER'S VISIT TO DEPARTMENTS

You asked me last week to give some thought to the arrangements
that we would recommend for the Prime Minister's visit to the
Ministry of Agriculture, Fisheries and Food as part of her pro-
gramme of acquainting herself with Departments, 1 have spoken
about this with the Minister and with my Permanent Secretary
and, as I have already told you, we think it would be best for
the Prime Minister to come and meet the Minister, other Depart-
mental Ministers and senior officials here at Headquarters,

Our Department is reponsible for important interests not only
in agriculture but also in food processing and fishing, and it
would not be easy to arrange a short programme of visits that
would enable the Prime Minister to get the views of our clients
in all these fields. Nor is our regional organisation, which
basically pays ouf grants and provides advice to farmers, one
that offers much in the way of interest to the casual visitor,

For the same reasons, I assume that the Prime Minister would

not be greatly interested in seeing officials of the Ministry

at work in the various buildings that we occupy in London. One
government office, or indeed any office, is much like another,

If you agree, we will map out a programme for the Prime Minister's
visit when you let me know that she is coming.

‘Tﬁlk*j ?W;4L1dhL£%
Cacts Watber, ;

G R WATERS
PRINCIPAL PRIVATE SECRETARY







PERSONAL AND CONFIDENTTAL

10 DOWNING STREET

From the Private Secretary 23 May 1979

Thank you for your letter of 22 May with which you enclosed
a draft note of the principal points which the Prime Minister
made at the meeting last Friday.

I would like to suggest the following changes:

(1) Page 1, line 7: insert the following -

"The decision of the previous Government to burn an
additional 2 million tons of coal at the power
stations this summer would make us more wvulnerable
to coal shortages."

Line 16: add the following sentence -
"She suggested that the CEGB should consider imports
on a significant scale in order to increase stocks,
though she appreciated that the attitude of the NUM
could not be ignored."

(2) Page 2: delete the sentence in line 8 beginning
"She noted that she was born and bred L

Add at the end of that paragraph - "She therefore
guestioned the wisdom of the massive investment
programme which the NCB were currently embarked on.
Moreover, on environmental grounds, she was unhappy

with the proposed Belvoir development."

(3) Page 3: delete the sentence in line 10 beginning
"She remarked " and replace with - "She asked

why the industry had decided to move from 500 mw to

660 mw sets. It seemed that teething problems with

the 500 mw sets had only recently been overcome: would
it not have been better for the CEGB to perseverewith
these sets rather than take risks with still larger
ones?"

(4) Page 3: under the heading "Nuclear", I suggest
the following redraft - "The Prime Minister said that
she believed that we would only come close to solving
our problems in energy supply when we had a substantial
contribution to overall supply from nuclear power. She
was confident that UK engineers would not cut corners
in a way which could expose us to incidents of the kind
which had taken place at Three Mile Island."

/(5) Page 5:
PERSONAL AND CONFIDENTIAL
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(5) Page 5: Perhaps you could add a final paragraph
under the heading:

"International Negotiations

The Prime Minister said that the UK should take a
tough line in international negotiations on energy
issues. It was essential that the national interest
should be protected.”

As you will see, I have somewhat toned down one or two parts
of the draft. Even so, in view of the Prime Minister's remark at
the meeting that she did not want there to be any minutes, I
suggest that the circulation of this note be confined to senior
officials in your Department. I would like to have a copy of the

final version for our own records, and I would like to have a copy
for the Cabinet Office.

T. P. LANKESTER

John Arnott, Esq.,
Department of Energy.

PERSONAL AND CONFIDENTIAL
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T.P. Lankester, Esq.,
Private Secretary to

the Prime Minister,
10 Downing Street,
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PRIME MINISTER'S VISIT TO THE
DEPARTMENT OF ENERGY

I attach a first - very rough - draft of a
note of the principal points made in
discussion on Friday. I'll be happy to
take on board any comments you may have.

The precise style in which it is reported

will plainly depend on the choice of
circulation.

e

John Arnott,
Private Secretary.

Enecl.




PRINCIPAL POINTS MADE BY THE PRIME MINISTER ON HER VISIT TO
THE DEPARTMENT OF ENERGY : 18 MAY 1979.

0il
The Prime Minister expressed the view that 4e cuts in
consumption incurred through or on behalf of international
agencies could not be top priorities for the UH;’I% was much
more important to kaeptindustry going by maintaining adeguate
supplies of fuel. She was very concerned that a speeifieblil,s
figure of 57 was—a—bhankod—reobrretion—whiewr did not take
sufficient account of the circumstances of individual countries.
)Generally on fuel stocks for the coming winter she noted that
if there should be any difficulties in supply we would have
need of maximum reserves of other fuels, &nﬂ felt that as a
contribution towards flexibility we should have more dual-
fired power stations, If there should prove to be difficulties
with supplies it would be absurd not to have taken any possible
steps towards :iecuring alternative suppliéa, and she asked

speclflcally wiat constraints i_pl:.ed to he nrt of coal

in order to su)port coal jtﬂcks,” ;tanqulred ahnut the

o
causes of the :laclme 1n1exp1¢lat1an}a;n as to the righ=

balance of inoentive and compulsion for future pn‘licy.mdsu

felt that there ?uas a real risk that -

ragardless of W&W would

have a dams.gi.ng%ffect on confidence.

=3

s i

& / Cr)al
coudd b
/ Tie Prime Mini: ter asked what wuaeﬁ;#do—wﬁh the

£300 million loss which the NUB expected to make this year
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§loemt recalled that Government's relations with the NCB had
largely consisted of am%f write-offs for so long as
she could remember. She asked how much a pit had to be losing
before it could be closed, and expressed confidence that many
miners would be hapi:-y to accept closure providing that they
were given generous terms of redundancy. The Rhondda wase

cited as an area where extensive pit closures had not -prevented

L=
tre development of ecomomic prosperity. he = t-she

was born and Bred in-the area-of the/Belvdir development,-
L]

felt that .theré_ were ‘.;na- few areas left in Britain_ ard-

She had great
difficulty in seeing the money which the Government had
continuously put into the coul jpdustry as any kind of serious -

I' investment proposition;as there remained no likelihood of a
return on the money which haid been put ir. M&a—l—lﬂd—i&ﬂd—ﬂ
what Over the years of her lknmowledge of the mdustr%}?‘: had
frequently been promised that a few more years of investment
would see the industry round the cormerj If-ol'Jv;-r‘w-ul'u.;ﬂ—

. ‘h;nl:rm -

¢

Electricity

On re-organis;ﬁon, the Prime Minister said that she had never

been able to seé the case for a further re-organisation. She

| . A
s was against it Pecause it tended to absorb energy which could

Jj-,.n -
| otherwise be applied tc the problems which the industry faced.’

b s o,

felt thene mi! I_n.e.ad...tn inject more competition into the field.

She recalled trat the Conservative Party had suggested many

\y\?ars ago a structure of regional power boards, rather than 2




centralised industry and remarked that .she félt it m.nuld-. ‘be

highly beneficial if the consumer could have the option of buying
surplus electricity from any producer-such as a local manufacturer—
who might happen to have excess production, rather than being

tied to a%monopuly. Rather than a re-organisation of

the industry, she would like to see fairly small changes to

open the industry up to competition and wondered whether it

would be possible to add something to this end to the %&-
Wcompetitm:n Bill which is being at the
moment. She) remarlced on 'the difficulties w ich had MM-FM
~s= the daclalon by the industry to use 500. Hw ets and wondered

why the Government did not have the power to discourage :he

Board from such imprudent technelogical adventures. ~She also
expressed surprise that more attention had 'not been given over

the years to the relatively high losses -a#-—t:he electricity

o, " M o "
5 =y [
ot

Nuclear W . =

The Prime Minister said that sh& WAS Very-keen ocrnuclea~ power

and believed that we would only come cluse to solving ou-=

problems in ena}'g:,r supply when we had a 3ubstantial ﬁm
» ovedl

from nuclear power. . She would very much tike to
_see “th;:&ﬁ?ﬂ_;ﬁr%;&mt proceed. She wae not in—the=lpast wmed
_by,the ‘Three Mile Island incident and

woul ' not cut trcrners in a wayathat miglt expose us to s:milar

rgggers Ehé.oted l‘:-lth regret that the French suwctear srogramme
in fast reectors MMM ead

of us. She noted that the Government was committed to a
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major public enquiry on the CDFR but would like to see -&h—z—e-lw’):}d*

move ahead as fast as possible within that constraint. She
noted the desirability of ensuring that all engineering
problems wee fully worked out before relevant construction

work commenced, as had not happened with the first AGR programme.

She felt that all of those conce 11d be making great
efforts to present nuclear mwer‘m g‘ig‘sltlve light and
commendei a lecturezwhlch Sir John Hill hnd—g;uaJ:aﬂéehrremarked
that a critical analysis of the use of coal as a fuelyhad it

been performed before the exploitation of coal became common-—
placegywould certainly have condemned such a dangerous and messy
power source. If we were to have adequate supplies of energy .

for the future this re-assurance by the Government of the needFL;

and fundamental acceptability nfrnuclear power was essenticl.

She remarked on nuclear waste that she had been kemrifzed by the
volume of waste which was produced. ©She hoped that some more

efficient way of dealing with such a large quantity of material

could be foundg, amd—thet—we wonid—noei hesitate to purehmse=
- & s : .

)
Gas
The Prime Minisﬂtr hoped that the price of gas woulE ﬁat be
increased for remsons of energy policy alone. She noted that
the new Governmgnt had inherited a great many inflationary
pressures which Would have to be allowed to work their way
through the éfﬁ%mu. She would not wish to see unnecessary

additiors to thase.
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BNOC

The Prime Minister made clear that she saw no value in having
another commercial oil com Y. ©She nqted that there were

real restraints on a ;% oc - its
existinz contracts and commitments which would have to be
respect:d. She saw no advantage of selling off a public
interest in BNOC, on the lines of BP, and would prefer to -
dismembr it. The eq ity interests could be £old offy subject

to eny m required to retain mm mm‘b in

the UKCS or to retain Government control. She was not convinced

that having o0il in the hands of BNOC put the Govermment in any

stronger position in EEC restrictions than -4 would

-

=
g/ in the absence of BNOC. 1




MR. PATTISON

ce. Mr. Wolfson
Mr. Ryder

The Prime Minister intends to visit Departments, as she did
last week to the Department of Energy. She has agreed, however,
that over and above these visits she will from time to time
undertake visits farther afield into activities and locations for
which a particular Department is responsible. Thus, she might
visit in a particular location a hospital, an old people's home,

a local authority social work unit and a social security local
office, as a basis on which to have a Ministerial meeting with the

Secretary of State for Social Services.

I should be grateful if vou, in consultation with the
others concerned in the office, would take on the responsibility
for preparing a series of Prime Ministerial visits of this
nature. Having discussed this with Mr. Wolfson, I think the bhest
way to proceed might be if you were to work out, say, a dozen one-
day programmes of this kind which we could then show the
Prime Minister and, subject to any views she may have, pick them
off at the rate of, say, one every three or four weeks over the

course of the next vear,

I have already initiated with MOD a one-day visit to a
Polaris base, and I should be grateful if you would work that into

your programme.

KR.S.

21 May 1979
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PRIME MINISTER

VISIT TO THE DEPARTMENT OF ENERGY

You are due to visit the Department of Energy at 1430
tomorrow. We have set aside 2% hours for the visit. I have
e —

arranged for you to have a meeting with the Secretary of State,

Mr. Lamont (Mr. Hamish Gray and Mr. Moore are unable to be
———

present), the Permanent Secretary and six other senior officials.

This meeting could continue as long as you wished, but I h;;é
arranged for you to meet a cross-section of more junior staff
over tea from 4 o'clock onwards. The meeting will be in

Mr. Howell's room, and the tea in the room of the Permanent

Secretary (Sir Jack Rampton).
I attach:

Flag A - a note from Mr. Howell outlining the main

: . #
energy issues facing the Government.

Flag B - a note by Sir Kenneth Berrill which raises a

number of questions,
Flag C - a note from the Cabinet Office.

Flag D - Sir John Hunt's original briefing note.

——

Flag E - a list of the people whom you will meet.
J.._-———-

I think you will find Mr. Howell's note pretty thin, and

it fails to set out a clear timetable - which we had asked for -

for bringing the various issues forward for collective

] " - m
consideration. You will want to ask Mr. Howell to expand on the
issues in his note; and you will then no doubt want to question
him and his officials. Ken Berrill's note provides a very

useful quarry for such questioning; his note and the Cabinet Office

note at Flag C suggest that the Department needs to concentrate

Y & ‘ 3
its mind fast and clearly on a number of key issues. It would

AARIFINERITIAL /be good
L ¥l

b




be good if you could establish a suitable sense of urgency

in the Department, and make it clear that wvou want papers on
all the issues mentioned by Mr. Howell - as well as the

interest relief grant issue mentioned in the Cabinet Office

brief - to be considered by Ministers collectively; and all

this before the summer recess at the very latest.

17 May 1979




Covering CONFIDENTIAL

Qa 04102

To: MR STOWE

From: SIR KENNETH BERRILL

L. I understand that the Prime Minister is due to visit the
Department of Energy tomorrow afternocon to discuss the work of

the Department and the problems inherent in United Kingdom energy
policy. Ihave seen the brief which the Secretary of State for Energy

sent to the Prime Minister in preparation for this visit.

2 I attach a note from the CPRS on the main questions which the

Prime Minister might wish to have in mind, some of which are not

covered in the Secretary of State's brief, e —

I am sending a copy of this to Sir John Hunt and to Mr Hoskyns,

17 May 1979
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THE PRIME MINISTER'S VISIT TO THE DEPARTMENT OF ENERGY
FRIDAY, 18 MAY 1979

Brief from the Central Policy Review Staff

1. In what follows we pinpoint some critical issues which the Prime

Minister may wish to raise in her visit to the Department of Energy.

Owverall Policy

2. The United Kingdom's main aim in the energy field is to achieve

security of energy supply at minimum cost. Viewed in this light the

previous Government's energy policy was (a) over-protective towards

the coal industry; (b) half-hearted in its commitment towards the nuclear
industry; (c) committed to maximum State involvement in the North Sea:
(d) unco-operative in energy matters in the EEC. Redress of the balance

is needed.

0Oil and Gas

3. The Future of BNOC, How can one combine reduced State involve-

ment in the North Sea with continued safeguarding of the national interest?
It is vital that oil companies do not find means of escaping tax on a large
scale. BNQOC is building up expertise on North Sea operations, costs,

and profit. Will this continue? I bk Neaviaa vt nteded ) L
cafequnt Fa  nabaid  wioer wilResd B’
2

4, Future North Sea Exploration and Activity. Doubts are growing

about the level of North Sea production in the late 1980s. Are these
doubts valid? Is a new assessment required on depletion policy for

existing fields and encouragement policy for new fields?

1
CONFIDENTIAL
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5. Petrol Shortages this year. The Iranian revolution and its

aftermath have left the world with lowered stocks and supplies some

5 per cent short. It has also led to increases in oil priceﬁor
'.____._...—n——_

marginal sales greater than was expected only a month or two ago.

There is a 'conventional view' that markets can take a 5 per cent

shortfall but anything much more than that leads to black markets,

panic buying, etc. - as we have seen in California. There is every
likelihood that, following the Budget and the rising world price, the

United Kingdom motorist will be paying over £1 per gallon on his

summer holiday. But will he be able to get petrol? Is the Depart-
ment confident that the United Kingdom market shortfall will not get worse?
What monitoring/assurances do they have from the companies? What

leverage does North Sea oil give them?

T S |
HM Wk Whh'—-{jhf-g FLﬂm.l. Ao Wt bart {-#J r;,,h.yMnj_

it

Coal

6. The National Coal Board. The main problems facing the National

Coal Board are (i) to close non-economic pits much faster than they have

managed to do so far; and (ii) to open up highly productive pits in new
2
areas (e.g. Selby and the Vale of Belvoir) much faster than the present

environmental constraints allow.

i National Coal Board Financing. The Board's disturbing unprofi-

tability is due largely to a small number of very uneconomic pits. The

e
worst 10 per cent of NCB production creates directly a £150m. per annum
i

loss but indirectly more than this because of the effect on NCB's total
price/demand position. The previous Administration was (understandably)

reluctant to press the NCB to accelerate closures. What are the intentions

now?

2
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8. NCB's Long Term Plans. The tripartite approach to planning

has led to wildly optimistic assumptions on the future market for United
Kingdom coal and NCB's ability to meet it. What plans are there for
reappraisal of the plan, the investment programme, and the case, at

the margin, for United Kingdom domestic production rather than imports.

o Coking Coal. British Steel Corporation wants to import more

foreign coking coal (cheaper and better quality than domestic). NCB

—
is building up stocks of expensive coking coal it cannot sell. How fast

should NCB reduce its coking coal output? Meantime, how far should

British Steel be encouraged (required?) to use NCB's stocks?
e

10, Next Winter's Coal Stocks and possible trouble with the miners.

NCB's very expensive productivity bonus scheme has meant relatively

buoyant output and rising stocks. Enough, on the face of it, to allow
————————————

the increased coal burn in power stations needed to meet our IEA 5 per
.

cent cut in cil consumption. Total coal stocks early next winter may

be adequate but will there be enough transport to see that they are at

the right place (power stations) rather than still at the pit head, and
e

what proportion will be usable (i.e. not too old or too wet)?

MNuclear - the Fast Breeder

11, The first commercial sized demonstration fast reactor might cost

£2 bn. It will take a long time to plan, design, build. How soon can
B

one decide on the form of the necessary public enquiry(ies) (they might

take five years)? What steps can one take, meanwhile, on technical

studies (possible international collaboration)?

Power Plant Industry

12, Rationalisation in the industry is long overdue. How can it be brought
about? Can the current ordering programme (the two new AGRs) be used to

achieve this?

3
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Energy Conservation

13. Energy conservation is essential. The United Kingdom moved

some way on publicity, exhortation, and financial incentives. We have

done little so far on mandatory energy saving requirements, largely for
fear of the extra burdens it would place in the short run on United Kingdom
industry. Should we do more? By far the most important energy
conservation measure is the correct use of the market, i. e. correct
pricing. In the United Kingdom the main aberration is gas prices -

with gas being sold at well below its long run cost of supply. The
forthcoming Budget is bound to raise indirect taxes to allow relief on

direct tax. Is there a good case for taxing gas to relieve the tax

increases on other goods and services? W':'

International

14, We need to take a long term view in our fight for a share of the
world's sea bed riches. (We failed to get all we might have done out

of the North Sea where a difference of one yard in the dividing line
between ourselves and our Continental neighbours proved to be worth
millions. ) We are currently in dispute with the Irish, Danes,
Icelanders, Chileans and Argentina over seabed areas in the Atlantic

and Antarctica which might yield oil in significant quantities before 2000.
Is the Department of Energy satisfied that the FCO is pursuing our claims

with adequate robustness and vigour?

17 May 1979

4
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cc: Mr Mountfield
Mr Vile

THE PRIME MINISTER'S VISIT TO THE DEPARTMENT OF ENERGY

You already have Sir Kenneth Berrill's brief for the Prime Minister's
use when she visits Department of Energy tomorrow, which supplements the
Department's own material. You may also find it useful to look out

Sir John Bunt's initial brief on energy issues of 4 May.

2 It may nevertheless be useful if T supplement these with a rather

more atmospheric note. Briefly:-

(a) The Department faces a whole range of difficult and complex

problems with substantial financial and political implications.

(b) For understandable reasons, not much progress was made on some

of these under the last Administration.

(e) Partly because of this delay and partly because of their nature,

some of these problems have now to be tackled urgently.

(d) In terms of money, and political difficulty, the financial mess
of the Coal Board is the most urgent. Mr Howell was invited by
Cabinet this morning to produce a paper quickly. He is not likely
to find his colleagues very receptive to the thought in his own
brief that the coal industry may be making "substantial claims on
the contingency reserve" this year. If the position is to be

salvaged, urgent and intensive action is inevitable.

(e) Mr Howell's brief omits altogether reference to our interest

relief grant disput:rwith the Commission. But legal action is

¥ TN (orwnsiron wad i b choy Gh&ﬁidﬁfh~5
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threatened in six weeks' time. Again a sense of urgency would

seem to be in order.

{f) Mr Howell's brief leaves on me the impression that he (or the
Department) still fights shy of inter-Departmental discussion of
their problems. The historical reasons for this are no longer

with us. And you cannot sensibly deal with nuclear power or coal

or oil without bringing at least the Treasury, the Scots and sometimes
ll_—--"

the Departments of Employment and Industry into the reckoning.

Of course I know, as an ex-member of the Department, how frustrating
it is to find your major preoccupations disappearing into commission.
But it is a fact that other legitimate interests exist and must

be taken into account.
3« In short, if the Prime Minister's visit were to result in the

Department's coming back into the mainstream of Whitehall, and instilling

& proper sense of urgency, it would pay handsome dividends.

P Le CHEMINANT

Cabinet Office
17 May 1979




PRIME MINISTER

I attach notes setting out the main issues, with an
indication of their possible timetable, on which I
expect early collective discussion will be necessary.

"_-—_‘-—-——_-_
You may wish to have a brief discussion on some of

these when you visit the Department on Friday.

I am sending copies of the note to Geoffrey Howe,
Keith  Joseph, Lord Carrington, Michael Heseltine,
John Nott, Jim Prior, George Younger, Nicholas Edwards
and Sir John Hunt.

Secretary of State for Energy
/b vay 1979
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INTERNATIONAL OIL SHORTAGE

As a result of the Iran crisis the world oil situation is
extremely tight. There were little or no oil exporits from Iran
between Christmas 1978 and the beginning of March 1979. Iranian
output has since recovered but is unlikely to exceed about two
thirds of its pre-crisis level - a shortfall of 2 m. barrels per
day or about 6% of internationally traded oil. Some OPEC
countries which had increased output while there were no Iranian
exports are now cutting back to pre-crisis levels. Local
shortages are beginning to appear and more serious ones can be

expected next winter.

2 The member countries of the IEA at the beginning of March
committed themselves to reduce demand for oil on world markets

by 5% by an unspecified date. The Buropean Council at its March
meeting agreed that the Community should reduce oil consumption
by 25 m. tonnes or just under 5% in 1979. Some progress has been
made: but the decisions are slow to take effect and it is not
clear that the full reductions will be achieved. The guestion of
continuing demand restraints into 1980 will arise in the coming
months.

3. The UK has been partly insulated from the pressures by North
Sea oil, but export commitments cammot be redirected into the UK

except in a full emergency, when our obligations under inter-

national oil-sharing arrangements (IEA, EEC) would come into effect.

Supplies this quarter are expected to be about 2% below demand

at present prices. Most companies are now allnEE?ing supplies to
regular and contract customers at or below last year's level and
declining to take on new business. Customers without contracted
supplies are finding it hard to get enough at prices they are at
present prepared to pay. The t the request of the Government
is reducing oil consumption in the six summer months by 1% 4o 2 mill.

—

tonnes and a vigorous oil saving campaipm was launched by our

predecessors throughout the public sector. But further measures
including fiscal ones may well be needed.
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4., The most serious result of the Iran crisis is that it has
enabled OPEC countries to increase prices substantially. After
taking account of the premia which most OPEC countries except
Saudi Arabia are charging, prices at the end of April were nearly
_EEE higher than at the end of 1978, though in real terms only
restored to 1974 levels. Sincé_EEEn Iran has increased prices

by a further 60 cents a barrel or 3.6%. This may produce a
ratchet effect and make it difficult for Saudi Arabia to hold

her prices at levels lower than those of the other OPEC producers.
The OPEC increases have not yet been fully reflected in the UK
partly because of the strength of sterling. But further retail
price increases are inevitable. Petrol prices must be expected
to rise by 4p to 5p over the next few months even with no change
in fuel tax.

5. Policy hitherto in both the IEA and EEC has been to try and
tackle this situation by encouraging a better balance between

supply and demand through demand restraint. But a number of

countries are now urging the introduction of formal allocation
systems or of new measures to influence prices through Government
action. The UK has been cautious about these suggestions. (We
doubt whether they are either practical or in our interests given
our North Sea oil).

6. It has to be remembered that, though in 1980 we may produce
the equivalent in tons of our domestic oil needs, we have to
export a lot of our light sulpher free oil and import other
producers heavy oil to meet our product needs.
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REVIEW OF BNOC

A gquick review of BNOC has been set in hand with the

——

aim of putting recommendations to Ministers in June. The
review will cover all the Corporation's activities: how

far each of them is essential to secure the national interest:
and the compatibility of such activities with a commercial
operation. Urgent consideration is being given to a new
financial ﬂtructurq(separate from the National 0il Account
(which will require legislation), and the removal of BNOC's
speeial position on assignment of licences. The Corporation
should certainly be made subject to PRT (Petroleum Revenue
Tax), a change which the Chancellor could embody in the
Finance Bill together with any changes in PRT that might be

agreed.

2. The review of BNOC will include the future of their
participation agreements with oil companies. It will also

=
cover possible changes in the financial structure to permit

private ownership and mixed finance and/or the outright
B e ¥

disposal of assets to private buyers.

————
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COAL STRATEGY AND NCB FINANCES

We expect to submit in mid-June papers on policy for the
coal industry, and on the financial position of the National
Coal Board, which is likely to require legislation in the late
autumn.

2. The changed outlook and steep price increase for oil in
1973/74 transformed the future prospects for coal and led to the
adoption of a substantial programme of investment - some £500
million a year - designed to reverse the industry's previous
EEEE}HE' Current energy forecasts confirm the longer-term need
for a larger, more efficient coal industry at which the investment
programme is aimed, but suggest the possibility of exportable
surpluses in the medium term. Substantial cost increases,
&EiEEEEEEE“Ef’TEE;es from Eéeping in production old and uneconomic
collieries and'the burden of unfructified investment costs, have
eroded coal's competitive advantage. The NCB's current five year

plan forecasts large losses and heavy reliance - some £375 million

in 79/80 after a second coal price increase in the summer - on
public expenditure throughout the period with substantial claims

on the contingency reserve:!E£E1'

S A review of the industry's present planning objectives

and its financial position is in hand. Decisions will then be
needed on general EEEE strategy on measures to set the industry
on the road of financial viability the future financial regime of
the NCB and statutory powers of grant aid to the industry, and

the handling of a number of specific problems, such as the heavily
loss-making coalfields. These include South Wales, on which there

15 a published report which the previous Secretary of State
prepared in conjunction with the Board and the mining unions,
under the tripartite consultative arrangements set up by the
previous Administration. The future of these arrangements also
needs to be considered.
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ORGANISATION OF THE ELECTRICITY SUPPLY INDUSTRY

The last Government prepared a Bill to set up a new
—

Electricity Corporation in place of the Electricity Council,
the CEGB and the 12 Area Electricity Boards in England and
Wales, and to provide for the internal structure of the

industry below the main board of the Corporation to be

determined in future by secondary legislation. The Bill was
published but not introduced; it was however the subject of
"pre-legislative hearings" by the Select Committee on

Nationalised Industries last year which highlighted a number
of controversial features of the proposals, but endorsed the
general framework and argued the need for early legislation.

2. Decisions are required on whether or not to proceed with

the reorganisation of the industry and, if so, whether on a

centralised or devolved basis. A report on this including the
legislative implications will be submitted as soon as possible.
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PROSPECTS FOR THE TURBO-GENERATOR INDUSTRY

An early report will be submitted on the prospects and
scope for early rationalisation of the two turbine
manufacturers.

2. Related to this question is the allocation by the Central
Electricity Generating Board and the South of Scotland Electricity
Board of the orders for the turbo-generators for the two AGR

power stations at Heysham and Torness which the previous
Government approved. Design contracts, which will in practice
determine the ultimate destination of the manufacturing orders,
are due to be placed soon and the Generating Boards are expected
to consult the Government before notifying the manufacturers of
their intentions. Other Departments will need to be consulted.
Collective discussions by Ministers may be necessary.
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ORGANISATION OF THE NUCLEAR INDUSTRY

The present structure of the nuclear industry, based on
the National Nuclear Corporation (NNC) and its operating
subsidiary the Nuclear Power Company (NPC), was devised in 1973

and intended to operate as a partnership between Government and
General Electric Company (GEC). The arrangement has not worked
satisfactorily, and changes have been under discussion for the
last 15 months. There is a consensus that GEC should cease
their supervisory management of NPC, that the present two-tier
structure (NNC and NPC) should be replaced by one single Company
directly responsible for all its activities and that the NPC's
management should be strengthened. Other more fundamental
proposals about NPC's long-term role, structure and membership
have been raised but left unresolved. There is an urgent need to
end the uncertainties and settle on a sensible structure which
will meet present and future needs. There will be early
discussions with the parties mainly concerned with the aim of
bringing forward proposals for limited interim changes to
resolve the immediate uncertainties before the Summer Recess.
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THE ROLE OF NUCLEAR POWER

Ministers will need to give careful consideration to their
attitude towards nuclear power. The recent incident at
Harrisburg in the United States has prompted widespread concern
about nuclear safety. However, the general safety record is
good and at present there seems little prospect of our being
able to satisfy, without a significant nuclear contribution, our
future energy requirements, particularly as oil and gas supplies
become scarcer and increasingly expensive. It will be important
therefore to maintain and develop our nuclear option. But
public confidence will need to be strengthened in the safety of
nuclear operatlons.

2. Nuclear, in particular safety aspects, and general energy
policy will be reviewed to arrive at a considered and balanced
view. A number of specific issues will arise for decision in
the coming months, though it is not possible at this stage to
say whether or when they may call for collective consideration.

They include policy on the further development of the fast

reactor, possibly under international collaborative arrangements,
and related issues; the choice of licensor for work on a FWR
design for possible introduction in this country; expanded
arrangements for assessing the safety and security of civil
nuclear power, possibly - again - international arrangements

and our position relative to various questions which arise on
Euratom and the competence of the Community.
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NATIONALISED ENERGY INDUSTRIES PRICING AND FINANCIAL TARGETS

Proposals to increase domestic prices for gas and electricity
by 8 - 9%, and to increase service charges in the gas industry,
are being considered by the Price Commission. The proposals
(together with increases in non-domestic prices, which have gone
ahead) were put forward by the industries to enable them to achieve
their financial targets for 1979/80 (63% on turnover, after
interest, for gas; l.g%;_on net assets before interest for
electricity (England and Wales). The Price Commission reports
are due in June.

2. Ministerial decisions to overrule the findings of the Price
Commission and to allow the price increases to go through may be
necessary to allow the industries to achieve their financial
targets, and to operate within their cash limits; there may need
to be a second electricity price increase later this year because
of rising costs (see paragraph 4 below) and lost revenue from the
current delay to price increases.

%3, Industrial coal prices were increased in March by Eﬁﬁ
domestic prices are to go up in the autumn. The NCB's cash

limit set for 1979/80 assumed a further industrial coal price
increase this summer. The Board now estimate that the additional

revenue required is £13%m. requiring an average increase of
about éﬁt The most likely date would be lst July. If Ministers
wish to intervene a decision would be needed by early June.

4, A further coal price increase would need to be passed on

in higher electricity prices. The consequential increase would
be about 2 - 3%, if there were no other factors involved, but may
need to be higher (see paragraph 2 above).

D Decisions will also be needed in the summer in the
nationalised industries' financing and investment review on
measures to eliminate the nationalised energy industries' bids




for additional public expenditure in the years 1980/81 - 1983/84
as a result of their forecasts of higher external financing
requirements. This could involve higher prices for gas and
electricity, colliery closures and reductions in investment

programmes. Decisions on gas and electricity prices will need

to be reflected in the setting of medium-term financial
objectives for the gas and electricity industries, from 1980/81
onwards, which will determine the industries' future price
levels. Energy policy, public expenditure and counter-inflation
will be relevant considerations.
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From the Private Secretary 6 G l.-‘-& 16 May 1979

This is to confirm the arrangements for the Prime Minister's
visit to your Department on Friday at 1430.

The Prime Minister will first have a meeting with your
Secretary of State, Mr. Lamont (I understand that Mr. Gray and
Mr. Moore are unable to be present), Sir Jack Rampton, and the
four'Deputy Secretaries. I expect that the Prime Minister will
want to have a wide-ranging discussion, and I anticipate that the

V/Xpd%e on the main energy issues facing the Government, which
Mr., Howell will be sending the Prime Minister later today, will
provide the basis of an agenda.

The Prime Minister would then like to meet a number of other
staff informally. We agreed that she could de this over tea, which
I understand Sir Jack Rampton intends to lay on in his room at
about 1600 hours. We have set aside 2% hours for the whole visit.

I would be grateful if you could let me have a note by close
of play tomorrow giving the names, and their responsibilities, of
e people whom the Prime Minister will meet.

I am sending copies of this letter to Martin Vile (Cabinet
Office) and Sir Kenneth Berrill (CPRS, Cabinet Office).

W. J. Burroughs, Esq.,
Department of Energy.




. PRIME MINISTER

VISIT TO THE DEPARTMENT OF ENERGY

When commenting on Sir John Hunt's brief on energy issues,
you said that you would like to wvisit the Degaraﬁﬁ;g:ﬁrimg?éy
before the Whitsun Recess. We have fixed this up for Friday
afternoon and have set aside one-and-a-quarter hours for the

visit. I ————

What kind of visit would you like? I would suggest that
you spend the time going through the main issues which are likely
to be coming up with Mr. Howell and his other Ministers and the
Permanent Secretary and his four Deputy Secretaries. There are
four Ministers, of whom Mr. Hamish Gray will - I understand - be
unable to attend because of a prior engagement in Scotland.
So this would make for a meeting of about eight people, plus
yourself. This should be just about manageable in terms of
getting a reasonable discussion. The Department will be sending
us an aide memoim setting out the main issues which will be coming
up in the energy field, together with a timetable. The meeting
could go through this aide memoir4 and I will ask the Cabinet
Office - in consultation with Sir Kenneth Berrill - to provide you
with some further briefing. Shall I tell the Department that

the meeting should proceed on these lines?

If you would like to meet a larger number of people, we
could perhaps spend an hour on the issues in the aide memoin;
and then you could perhaps spend ten minutes meeting the dozen
tr so Under Secretaries. But on the whole, I think you should

maximise your time at the one meeting.

14 May 1979
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From the Private Secretary 8 May 1979

The Prime Minister has given some preliminary consideration
to the various energy issues which the new Administration will
have to tackle. ©She would be grateful if your Secretary of State,
in consultation with interested colleagues, would let her have
an early note setting out the main issues which will have to be
dealt with and also setting out 2 timetable for bringing them
forward for collective consideration. The Prime Minister has
herself picked out two issues on which she would like reviews to
be got underway as soon as possible: firstly, she would like to
have a review from your Department and the Department of Industry
on the prospects, and scope for early rationalisation, of the
two turbine manufacturers; secondly, she has asked for an urgent
review of BNOC and its possible future role. Linked to the question
of BNOC is the future of the existing participation agreements
with the private ©il companies, and the Prime Minister has asked
for advice in due course on what the Government attitude should be
to them - taking into account the point that there appears to be
some doubt about their legal validity.

As I have already mentioned to vou, the Prime Minister would
like to pay a visit to vour Department before Parliament rises for

he recess; we will be in touch with yvou to arrange a suitable
ime and date.

I am sending copies of this letter to Tony Battishill (Treasury),
Andrew Duguid (Department of Industry), Tom Harris (Department of
Trade ), Paul Lever (Foreign and Commonwealth Office), Eric Sorensen
(Department of Environment), Ian Fair (Department of Employieent) Kemneth MacKenzi
(Scottish Office), George Craig (Welsh Office) and Martin Vile (Cabinet Office).

4

Bill Burroughs, Esa.. T. P. LANKESTER {
Department of Energy. '

Tl e
Ly -




CONFIDENTIAL
Ref. A09465

PRIME MINISTER

Energy Issues

The free world uses about 7, 000 million tonnes of coal equivalent of

energy a year. About 50 per cent of this is oil, about 20 per cent coal, about

e

20 per cent natural gas, about 7 per cent hydroelectric power and about

3 per cent nuclear. Most of the non-oil energy is consumed near the point

o

of production. 0il is the balancing fuel. About 45 per cent of the free world's
0il is produced in the Middle East and 90 per cent of this enters international

trade.

2. With the exception of the United Kingdom, Norway and Ca.nada,ll the
oil

industrialised Western countries are all heavily dependent on importe

to maintain their economies. The USA imports 40 per cent of its supplies
and takes nearly 20 per cent of the oil moving in Ee rnational trade - mostly
from the Middle E-.E:L. The EEC countries import something over half of

their combined energy requirements, again mostly oil and mostly irom the

Middle East. Japan imports EE per cent of her energy - once again mostly
as oil and mostly from the Middle East.

< The United Kingdom has an especially favoured position among
Western nations in terms of energy supply. By next year we should be
producing as much energy as we consume - though because our oil is mostly
valuable high-quality crude, and two-thirds of our requirements can be met
adequately by cheaper low=-quality crude, we will remain substantial inter-
national traders in energy.

4. The heavy dependence of the Western industrialised countries on

Middle East has become a point of danger. The price-fixing activities of the

OPEC cartel have imposed very heavy burdens on the Western economics and

have threatened the stability of the world financial system. The vulnerability

of the West to interruptions in oil supply has been underlined by recent events
in Iran. But Iran provided only about 10 per cent of the world's oil

consumption. Saudi Arabia produces nearly twice as much.
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5. Against this background energy issues loom large on any Government's
agenda, Internationally we are joined, through our membership of the

International Energy Agency, in a jointeffort with the industrialised West

to cut oil consumption. Nationally we are seeking to save energy and need

to devote a substantial effort to the production of our own energy supplies.

A e

6. As three (coal, gas and electricity) of our energy industries are in
national ownership and the fourth (oil) has a considerable public stake
(BNOC plus the Government's share in BP and the necessary Government

involvement in the repulation, licensing, taxation and control of the North

R R e e

Sea) a good many energy issues inevitably come to the Government for decision. :
The Department of Energy is of course in the lead in these matters but other |
Departments, notably, but not exclusively, the Treasury, the Foreign and
Commonwealth Office and the Scottish Office have a locus, and a high propor-

tion of the necessary decisions require to be taken by Ministers collectively.

The following paragraphs describe briefly the main issues which you and your
colleagues may face on energy matters over the coming months.
Issues

7. ©Oil consumption: In order to achieve the target 5 per cent reduction

in oil consumption to which we have committed ourselves in the IEA and to
accommodate to a rather similar EEC decision, we have now embarked upon
the policy of increasing the burning of coal in power stations through the
summer months, But our ability to continue the effort next winter is in doubt,

partly because the hard winter has run down our coal stocks and partly because

of uncertainties about coal production - and transport capacity - next winter.

— e e i

You will want to satisfy yourself that continued increased coal burn can be

ﬂw A accommodated at a reasonable cost and without reducing coal stocks to a

Uw"'{#' dangerous level (and thus affecting the Government's bargaining position with
L

the miners). Among other matters this raises the difficult question of coal

_impurts. An early situation report is needed from the Department of Energy.
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8. Coal: Linked with this is the dreadful financial position of the

National Coal Board (NCB), with a prospective loss of around £300 million in

g e PR ARSI
1979-80. To keep within the cash limits will probably require either cutting
By — e
back heavily on investment or closing uneconomic pits, together with a

substantial further increase in coal prices in the autumn (perhaps to levels
ettt

which affect the NCB's ability to keep its market share). In simple economic

terms the choice is clear, but pit closures will not be easy. Imported coal

is substantially cheaper than that of our marginal pits and you will wish to

consider what place imports should have in our economy. A particularly

important case is fuel for the steel industry as further imports of coking coal

have recently been the subject of licensing controls. These fundamental
questions will arise naturally over the next few months when the Government
come to consider the long-term coal policy review on which officials are now
working.

9. Nuclear energy: We are at present committed to building two new

ey

advanced gas-cooled reactors (AGRs) and to proceeding with design and
development work on a pressurised water reactor (PWR). The organisaticn
of the nuclear construction industry is in disarray. There is 2 general wish
to change the structure of the National Nuclear Corporation, owner ship of
which is currently vested partly in the public and partly in the private sectors

and in which GEC have the management contract. GEC were strong

protagonists for the PWR and since the decision was taken to go ahead with
additional AGRs, they have indicated their wish to pull out of the business.
The uncertain future of the industry has led to the loss of key staif and
continuing low morale. You will need therefore to consider quite quickly
what needs to be done to prevent the industry drifting further and to remove
uncertainties about its future. Decisions are also needed fairly soon on our

policy towards Fast Breeder Reactors (FBRs). In particular a decision is

needed on whether we should go ahead with a first commercial FBR and, if

so, whether it should be built on the basis of international collaboration,

This is likely to be a difficult decision not least because of the great
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uncertainties of what will necessarily be a very expensive project. There
are those who would advocate not proceeding with an FBR at all, relying on
thermal reactors (AGRs or PWRs) until such time in the 21st century when
fusion may provide virtually unlimited low=cost energy. But either route

involves a highly risky gamble. Department of Energy are in the lead and
you will want early proposals from them over the whole nuclear field.

10, Interest reliei grants: Interest relief grants under the Industry Act

have been used for some years as a means of stimulating the United Kingdom
off shore supplies industry. They are currently under attack from the EEC

as a distortion of competition and there are growing doubts in Whitehall

whether they still represent value for money, There is a strong possibility

that the EEC Commission will initiate legal proceedings against us over these
grants aud a very early review of their effectiveness will be needed.

11, Taxation of North Sea Qil: Your Party is now committed to making

changes in Petroleum Revenue tax proposed by the previous Government,
world oil prices rise the possibility of extracting vet further Government
revenue from the North Sea will present itseli, This is a matter for the
Chancellor of the Exchequer in the first instance, but you will want to keep
the possibility in the back of your mind.

12. British Gas Corporation profits: The British Gas Corpocration is

highly profitable, partly because it enjoys some very favourable supply

contracts from the earlier North Sea fields and partly because its prices to the

—— e =

industrial consumer are related to the price of oil and rise with it. As a resuls

the Corporation is actively and massively repaying its debts to the Government.

r—

You will want to consider whether there is a case for clawing back some of this
profit in a more direct way. This, too, is primarily a matter for the
Chancellor but again you will want to bear the possibility in mind,

13, North Sea Oil and Gas Depletion policy: So far the exploitation of oil

and gas from the North Sea has been on the basis of maximum exploitation for

maximum short-term benefit to the economy. The time may however be

approaching when we need to assess anew the balance between short-term gains

and the possible longer-term advantages of spinning out our reserves. No




CONFIDENTIAL

immediate decisions are needed because the sixth licensing round has just
been completed and there is a legacy of past promises to those holding earlier
licences. Nevertheless future decisions on licensing and to an extent
production from existing finds require to be based on a view of the most
nationally advantageous profile of future production. The Department of
Energy keep these matters under regular raview and you might care to ask
for a paper to come forward later in the year.

14, Electricity: Decisions in the nergy sector are characterised by long
lead times, none more so in electricity generation where power stations have
to be ordered 7-10 years ahead of forecast need. Past decisions mean that

—

we have a good deal of apparently spare capacity in hand or on order.

Current demand on the power plant industry is therefore low and it is

——————a

desperately short of work. Itis difficult to believe that the two turbine

manufacturers - GEC and NEI(Parsons) - can both stay in the business and

early rationalisation may be inevitable. There are substantial regional . -

P T Mon el ("]

employment implications and you may wish to commission an early review from
N T e —

the Departments of Industry and Energy as a basis for later decisions.

15. The Role of the BNOC: BNOC is at present 2 preducer and trader in

oil,jadviser to the Government on o0il matter{and an important instrument in

carrying cut the previous Government's participation policie s.{ You will want

an early review here so that the future course of the BNOC can be charted in

ways acceptable to you. Linked with this is the future of the existing
"participation' agreements with the private oil companies. Views about thelr
real importance vary and there is some doubt about their legal validity, The
Department of Energy should be asked for advice.

16, BP: The Government is the major shareholder in BP and its
relations with that company are of prime importance. You will want to
consider whether the Government prefers to reduce its shareholding
(remembering that 17 per cent of the Company's shares are held by the Bank of |
England as a result of the Burmah rescue operation and their ownership is

currently a matter of legal dispute).
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17. Disposal of North Sea Oil: The previous Government erected three

non-statutory guidelines for the disposal of oil from the North Sea. These

guidelines covered the proportion of North Sea oil which it was felt desirable

to refine in the United Kipgdam; the maximum length of contracts for the sale
e P e o R

of North Sea oil; and the restriction of North Sea oil imports to member

countries of the EEC and the IEA., The issues are complex and link with

foreign policy, not only through the IEA and the EEC but also through the
M o e, e ]
recurring questions of the possible supply of oil to Israel and South Africa.

You will want an opportunity to confirm, alter or abandon the guidelines.

: : ; =
18. Energy Conservation: The Iranian situation showed clearly how

vulnerable was the world in general and the West in particular to even a
marginal and temporary interruption in oil supplies and it jolted the IEA
countries to make further immediate efforts towards energy savings. By
international standards our present policies are reasonably good, but there

is no doubt that more can be done. A number of proposals are in preparation
by officials. As some involve extra Government spending you will want to
take decisions in time for them to be reilected in the public expenditure review.

19. Energy Prices: Soundly-based energy prices are the key to energy

conservation, to the financial health of the energy industries and to the
Government's tax take or expenditures on energy supply. 0Oil prices are set
externally by the world market and you presumably would not wish to seek to
hold down our domestic oil prices artificially., The price of coal and natural
gas follow cil prices (not always very closely) and there is no national
economic a-;';:tagc to be gained by seeking to interiere in this process.
Electricity prices follow from the costs of the primary fuels used and the

very heavy capital costs incurred in providing new generating capacity. Given
the strength of the OPEC cartel it is likely that energy prices will in any case

tend to rise in the long run faster than prices in general. More immediately

a substantial increase in coal prices seems inevitable in the autumn which will

have a consequential eifect on electricity prices. In the normal course of

business both of these decisions would come to Ministers for endorsement,
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There are however two underlying energy price issues which you may also

g e e o

care to have examined, The first relates to gas prices where those for

St ol
domestic supplies, unlike industrial sales, are currently below the oil-related
Both the

-
Should they be increased in the interests of conservation?

rice.
B e

coal and electricity indystries will ar
I} ‘H'UM ,‘_:,-...,M:L
competition in their domestc sales from gas.

ue that they currently suffer unfair
o~ t{h'w'-y 3
The other issue relates to

R R T T —

current cost accounting. The BGC's accounting practices already come close

to full CCA depreciation. But the depreciation practices of both the NCB
{‘f and the Electricity Supply authorites fail well short of this. The effects of
full CCA depreciation could be particularly dramatic for electricity. You may ;

think that Ministers should be pre sented with the arithmetic so that they can

Vo . S :
/ take a conscious decision on the issue,

qu;clusions

20, The energy scctor will present your Administration with a series of

challenging and complex problems of great national significance. It would

be well worth while asking the new Secretary of State for Energy, in consulta-

tion with interested colleagues, to let you have quickly a full list of the main

issues that need to be tackled together with a con sidered timetable for bringing

them forward for collective consideration. [ h—\"’“ s ”
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