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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London sE1 6BY
Telephone 01-407 5522

From the Secretary of State for Social Services

Michael Scholar Esq
Private Secretary
10 Downing Street 27 July 1983

NHS MANPOWER

You should know that the new manpower targets for the NHS are

now being communicated to Regional Health Authorities, although

on the basis that each Region is only being given its own

figures. We have a}so made public the overall reduction which

we are expecting of “/, - 1 per cent between 1 April 1983 and

31 March 1984. This gmounts to a reduction of some 6,000 - 8,000
staff. Because of the redistribution of resources between
regions which is still taking place, the absolute reductions in
numbers required will be greatest in the Thames Regions while some
regions in other parts of the country will still be able to
increase their staffing to cope with new developments. We do not
propose to comment on individual regional figures which are
indicative at this stage and subject to discussion between the
Department and the Regions.

I attach brief speaking notes both on the overall reductions and
the particular question of the reductions in numbers of nurses.
The latter came up several times at Question Time on Tuesday when
the Minister for Health refused to be drawn although it is
certainly the case/the number of nurses will have to be reduced in
some parts of the country.

Yo
Bree

S A Godber
Private Secretary




NOTES FOR THE PRIME MINISTER

REDUCTIONS IN NHS STAFF

We want to make the NHS more efficient and to get the best value
for money from it. That means also making the best possible use
of staff. To promote this, my rt hon Friend has asked Health

Authorities to revise their plans for this year to achieve an

overall reduction in manpower of between 3/4 and 1 per cent in

1983/84. The saving will be greatest among staff not involved in
direct patient care. In total, we expect the NHS to be employing
6,000 - 8,000 fewer staff by the end of the year. That is by no

means an unreasonable target for Health Authorities to meet.
REDUCTIONS IN NUMBERS OF NURSES

We have to look for greater productivity from all NHS staff.
Health Authorities should be reviewing their use of nursing
manpower along with other groups. Indeed some authorities have
already been planning to reduce the number of nurses they employ.
It is not for me to predict what the right answer will be: that
needs to be worked out locally.




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522 ext 6981
From the Permanent Secretary
Sir Kenneth Stowe KCB CVO

Robin Butler Esqg

10 Downing Street a b 3‘4’6\ \ﬂ%)
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I enclose an article on the Griffiths Inquiry which you
may find interesting. It sets out his approach very
well; first, you must say what it is you need to do to
achieve your aims and only then can you decide both how
many staff you require and how they should be organised.
I think he has a lot to tell us.
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News focus

For the first time since the NHS management inquiry was set up its chairman has spoken
extensively about the team’s progress. In an exclusive interview with Roy Griffiths, Stephen
.alpern reports on the themes of the inquiry — general management, clinical budgeting and the

delivery of care to the patient
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The Griffiths inquiry is not
about instituting a tier of chief
executives throughout the NHS
or general managers or full time
chairmen. It is about tracking
down responsibility. While the
NHS management inquiry set up
earlier this year could end up
recommending any of the num-
erous solutions already
suggested by previous reports, it
is at the moment still at the stage
of asking questions rather than
supplying answers.

Inquiry chairman Roy Grif-
fiths is very careful to steer clear
of the concept that he and his
team are said to have taken on
board. ‘I've not talked specific-
ally about the concept of a chief
executive. But, he adds, his
primary form of inquiry is ‘to
trace executive responsibility
throughout the NHS — not
simply executive responsibility
but general management respon-
sibility, that is who is bringing
together all the factors which
bear on any course of action’.

While Mr Griffiths and his
team will be tracing the whole
length of decision making in the
NHS they appear to be con-
centrating on specific areas,
namely at DHSS level and at
hospital level, where the bulk of
resources are spent.

At hospital level Mr Griffiths
wants to develop a general man-
agement concept to establish
who is exercising the overall
responsibility for matching
resources to the results which are
trying to be achieved.

‘I’m not interested
in reorganisation’

But whatever changes his
inquiry may bring Mr Griffiths
says there will not be another
structural reorganisation. ‘I’m
not interested in reorganisation,’
he points out, adding: ‘I believe
that reorganisations should only
be done rarely and then they
should be done superbly well’.

‘In the first place I'm talking
about the spelling out of
responsibilities and I think there
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Cliff Graham secretary to the management inquiry (left), and its

chairman Roy Griffiths.

are certain questions one has to
ask as to whether responsibilities
need to be reshaped. But I think
it would be unacceptable 1o start
making a lot of new appoint-
ments within the NHS — at least
at hospital level.

However, although he plans
to spell out responsibilities
within the existing structure, it is
likely that his eventual report
will be more than just fine
tuning.

‘Fine tuning implies that the
whole of the music is already
there, whereas in some cases |
don’t believe it is.’

The Griffiths team is also
analysing the whole area of man-
agement budgeting. Mr Griffiths
wants to go ‘beyond clinical
budgeting’ because it tends to be
limited just to those costs which
relate to direct clinical activity.

He says most hospitals tend 1o
have budgets broken down
between functions. One can
speculate that Mr Griffiths
wants budgetary control to be
linked directly to the type of
managerial responsibility he
wants to see at hospital level.
While it would be an injustice to
bandy about terms such as
medical superintendent, it does
appear that the managerial in-
volvement of clinicians in
deciding how to spend resources

will be upgraded in some form.

Of course one could also
speculate that the decision
making will shift in an opposite
direction and that a general
administrator will directly con-
trol and manage a hospital or a
given part of it. However, the
political niceties of the NHS are
a bridge that Mr Griffiths has yet
to cross.

While the focus of the inquiry
team is at the extremities of the
chain of command, the regional
and district roles will not be neg-
lected. He does not feel it is
necessary to take an axe to the
intermediate management tiers.

In view of .the fact that the
NHS has 2,000 hospitals, he
said, ‘14 regions and 190-odd
health authorities may sound a
lot but not in the context of a
business as large as the NHS,
particularly when you reflect
that any one of those 14 regions
would be in the top handful of
British companies, in pure cost
terms, if they were registered as
businesses’.

Of course the one area that
springs to mind when talking
about the looseness of account-
ability is the position of
authority members and chair-
men in relation to officers. The
Griffiths eye has already been
cast in that direction.

‘I don’t think the nature of the
job is sufficiently clarified,’ he
said, with regard to ‘which
decisions are to be retained at
district level as distinct from
what is being delegated’. He also
wanted some clarification of ‘the
full role of the district chairman.

‘Someqgne or some body of
people have to take the general
management responsibility for
what is going on in the district,
he said.

This part of the inquiry has
prompted a rash of district chair-
men to stand up at various con-
ferences and talk about chief
executives. However, this is not
to deny the methodology of the
Griffiths inquiry. They are still
asking questions.

“‘Is that sufficiently
spelt out?’

As Mr Griffiths putsit: ‘How
you structure that is the second
question once you've answered
the first which is ““Is that suf-
ficiently spelt out?’’ In order to
alter things you you’ve got to
understand the present position
and that is by no means clear.

‘I think the position of the dis-
trict chairman in relation to the
management team in executive
terms isn’'t clearly spelt out’.

While the inquiry will run
parallel to 2 number of small
studies Mr Griffiths says his
team has deliberately avoided
setting up large working parties
and bringing in consultants at an
early stage. He says the work
done on the NHS over the past
20 years is ‘formidable’ but,
asked whether enough action has
been taken over them he replied:
‘The question is who was there
to take action on the reports and
that leads to the very first point
of the inquiry which is ‘“Where
does the executive responsibility
ety

Mr Griffiths also believes
management accountability has
become less clear over the years.
He says that when the NHS was
established in 1948 there were
clear lines of responsibility

Health and Social Service Journal, July 14, 1983




through to the medical superin-
tergnt and the board of
G 1ors. He sees the various
superstructures set up since then
as ‘pulling responsibility from
the hospj Despite a lot of
artentio g given to organ-
isation and structure Mr Grif-
fiths feels less has been given to
the management role.

He quite firmly wants to put
decision making back at hospital
level as far as possible and he
concedes that there are many
decisions which need to be taken
outside the hospital but he hints
that there are more than are
probably necessary

Another theme of the Grif-
fiths inquiry is the patient. He
says: ‘I see a major need to look
at health care from the point of
view of the individual patient
and to see how things impact on
him’.

For example, on matters such
as the complexity of the NHS
being delivered through several
statutory bodies, Mr Griffiths
does not believe that the patient
would perceive them as such.

‘Individual patients do not see
the multiplicity of health care
organisations. They believe that
when they go to the doctor that
they are just starting a whole
process of medical care for
themselves. The fact that it is
being provided by a whole
variety of different authorities is
not wholly understood and
perhaps should not be wholly
understood by them’, he says,
adding;: ‘They simply want to be
looked at from the point when
they go to the GP to the point
when they have finished their
treatment’.

The answer lies in
market research

The theme of the patient is
brought up at every opportunity
in the Griffiths inquiry. Mr Grif-
fiths says that on his visits one
constant question is: ‘How well
do you know patients are being
looked after?’

The answer to this question,
Mr Griffiths believes, lies in
market research. He makes it
quite clear that by treatment he
means both clinical treatment
and administrative treatment:
how long people have to wait for
appointments, the state of out-
patient waiting rooms and so on
will all be the subject of study.

He obviously feels the NHS
has a little way to go in man-
agerial terms if it is to match up
to being the largest business in
Europe but he is optimistic be-
cause of the attitudes he has

encountered.

‘There is a tremendous com-
mitment to the NHS. People are
quite clearly interested in the
quality of service . . . and in-
creasingly they are interested in
the way reasonably limited
resources are used to meet these
requirements,’ he says.

Mr Griffiths is independent
minded enough to report what
he feels is right and he has been

While Mr Griffiths is anxious
to avoid comments that will
further fuel the endless
speculation about his team's
activities the very nature of his
inquiries lend themselves to
animated discussion.

While he gives some clues to
what he might eventuzlly want to
see at hospital level, the same
principle of nailing down
responsibility becomes even

‘This feeling that somehow there is a
hard-nosed businessman handling
private industry when what is required
is a much more sensitive individual to
handle the NHS does injustice to both
sides. The same process is required.’

given a wide brief by Secretary of
State Norman Fowler. Never-
theless he is diplomatically polite
about the Government over
matters such as management
cost reductions.

Of course the lack of sophis-
tication in the way that much
decision making in the NHS has
been made is partly the reason
why people like Mr Griffiths
have been brought in. He is not
unaware of the hostility that sur-
rounded his appointment. ‘This
is one of the crosses I have to
bear throughout the inquiry,’ he
says, and he admits that there are
bound to be differences between
running the NHS and a chain of
supermarkets. But, he argues,
there are certain universal
characteristics covering all
organisations. ‘The NHS is like
any other business in that it is
seeking to achieve particular
ends through the use of
particular resources,” he says.

“This feeling that somehow
there is a hard-nosed business-
man handling private industry
when what is required is a much
more sensitive individual to
handle to the NHS does injustice
to both sides. The same process
is required’, he said.

Mr Griffiths is likely to make
some form of recommendation
to Mr Fowler in the Autumn and
as yet the inquiry is a long way
from coming up with detailed
answers. ‘We are still forming
views on it. It would be arrogant
after four or five months to
suggest otherwise,’ he says.

He is also careful to avoid the
answers for the present because
people will discuss issues such as
the chief executive without
looking at the whole problem.

more interesting when applied to
what Mr Griffiths describes as
the centre.

If for example the
Department is seen as being
unable to take executive
responsibility for directing the
NHS then what replaces itifitis
thought there is an executive
vacuum at the centre?

Again at health authority level
the ridiculous ambiguity of ihe
roles of members and officers
has been on the most part
cheerfully accepted over the
years as being one of the many
quaint eccentricities of British
public life.

Like most things in the NHS
the existing solution has been
reached as a compromise
between various competing
power groups such as local
authorities, the professions,
central Government and so on.
While the solution has possibly
left an ineffectual means of
executing authority it has
achieved some sort of
equilibrium between competing
groups.

Plurality of iuterest
groups in public sector

Any alteration of that balance
could be fraught with difficulty.
Perhaps one of the main
differences that Mr Griffiths will
encounter between the
commercial and the public
sectors is the plurality of interest
groups that are attached to the
public sector which could make
the type of single mindedness
associated with the commercial
sector much more difficult to
reproduce.

The other aspect of the
Griffiths inquiry could sound

like music to the ears of some
NHS treasurers. At a conference
on clinical budgeting some time
ago a treasurer described how he
had to be restrained from costing
down to different specialties
details such as the wear and tear
on the lino in the corridors. His
day may now have come.
Perhaps the ultimate in
costing is to do more than
present each patient with a
nominal bill at the end of his or
her treatment. While this would
have the benefit of perhaps
making people realise the cost of
treatment it also has other
inherent dangers such asifsay a
Government in a public expendi-
ture crisis wanted patients to give
a small contribution towards the
cost of their acute treatment.
But perhaps the most
beneficial aspect of the Griffiths
inquiry is the emphasis it appears
to be placing on the consumer.
Possibly the greatest criticism
that can be labelled against the
NHS is that the comfort of the
patient (as opposed to the
treatment of the patient) has
received too little attention.

Something that should
have happened sooner

The market research projects
into how patients see the NHS is
something that should have
happened sooner and should not
have been left to CHCs to
handle. However Mr Griffiths
mighrdo well to look at the CHC
role.

What emerges from talking
to Roy Griffiths is that he is
moving in a fairly definite
direction. The publication cf
‘Patients first’ laid the ground
for health authorities to establish
the organisation and the
structure to devolve decisions
downwards. What it did not do
was to ensure that those
decisions were taken in a sharper
way which reflected the activity
in a hospital. Who takes the
decisions in the hospital is likely
to be the hottest part of the
inquiry’s eventual report.

At the risk of coining yet an-
other management platitude
which does not do full justice to
the inquiry team’s efforts, it
seems that the inquiry wants to
identify an individual within a
hospital who in simple terms is
the boss. This is not easy task at
the moment. Who they identify
as the most appropriate person
to take on that role will emerge
over the next few months and
that is when the fun will really
start. ||
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10 DOWNING STREET

From the Private Secretary

16 June, 1983.

NHS Management Inquiry

The Prime Minister has considered further your Secretary of
State's minute of 16 May, to which was attached Mr. Roy Griffiths'
letter to your Secretary of State of 12 May about the NHS Management
Inquiry. She has also seen Leon Brittan's minute of 7 June.

The Prime Minister believes that Mr. Griffiths has accurately
identified the areas in which action should be taken to improve the
very poor management of the NHS. Mrs. Thatcher has commented
that the present position in the Health Service is so appalling,
and there is such a long way to go, that she would prefer to defer
considering publication, both of Mr. Griffiths' preliminary progress
report and of the eventual final report, until the remedies proposed
have been more fully and more specifically worked out.

I am sending copies of this letter to the Private Secretaries

to the other Health Ministers, and the Chief Secretary, and to
Richard Hatfield (Cabinet Office).

S.A. Godber, Esq.,
Department of Health and Social Security.

CONFIDENTIAL
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. PRIME MINISTER

NHS MANAGEMENT INQUIRY

We have never responded to Mr. Fowler's note of mid-May

about the NHS Management Inquiry. Should I write saying:

"The Prime Minister was grateful for your
minute and Mr. Griffiths' preliminary progress report.

She has also seen Leon Brittan's minute of 7 June.

"The Prime Minister believes that Mr; Griffiths
has accurately identified the areas in which action
should be taken to improve the very poor'management of
the NHS.)rBut she found his report.— necessarily, no

doubt at this stage - sketchy and»would prefer to defer

considering publication until these ideas have been
more fully and more cernemetedy worked out."

Spuadadly | k.

Ferdie Mount agrees with this 1line.

15 June 1983




PRIME MINISTER

ToR Mr Fowlams %U/
(hv Ll,-;))(,(\ hnd S.fK l)yf
NHS MANAGEMENT INQUIRY MO lsjb

Norman Fowler sent me a copy of his minute to you of 16 May

covering Roy Griffiths' preliminary progress report.

2. I think the report is excellent. It describes the major and

difficult issues with clarity and crispness, and carries with it

—— ey

an enthusiasm for progress which augurs well for the more difficult

task of translating the issues into action. Moreover, it recognises,

as we have found with the FMI, that progress is not simply a matter

of changing mechanics. More important and more time consuming 1is

the"Tieed to change ingrained habits and attitudes. I agree with

Norman that Roy Griffiths and his team deserve our Longratulatlons,
-—--"_'_-_-_, o T - —_—— e —_—

f_‘
and every encouragement for the next stages of their work

3. Norman, quite rightly, did not want the Inquiry to become an
Election issue. But I think we should consider publishing the
report, or a summary of it, once the Election is over. It could
encourage constructive debate within the NHS, and dispel specula-
tion about the course of the Inquiry. I would be very much guided
by Roy Griffiths' views on this.

4, I am sending copies of this minute to Norman Fowler, Nicholas

Edwards, Jim Prior and George Younger and to Sir Robert Armstrong.

e

(.J;.é’u'f

Jur LEON BRITTAN
7 JUNE 1983
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10 DOWNING STREET

From the Private Secretary 18 May, 1983

NHS MANAGEMENT INQUIRY

The Prime Minister has read without comment
your Secretary of State's minute of 16 May, with
which he enclosed Mr., Roy Griffiths' preliminary

progress report on the NHS Management Inquiry.

S. Godber, Esq.,

Department of Health and Social Security
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You agreed at the beginning of February that I should launch an 9} h¢»85~

Inquiry, by a team of top businessmen, into the effective use and s ey

management in the National Health Service of manpower and related T hovt
resources. The Team has made even more rapid progress than I asked, -

and I now enclose Roy Griffiths' preliminary progress report to me, At
which I find most constructive and encouraging. /

ML DJs

o Roy Griffiths and his team have identified some key areas of NHS
management in which changes and improvements are needed. They
propose to examine these in more detail over the next few months, and

to let me have specific recommendations for action this Autumn.

e I have discussed the Team's proposals with them and I strongly
support the line they are taking, which underlines our strong___-
commitment to improve management in the NHS. TR o o cleaé_zkat we
need to strengthen management responsibility throughout the health
service, to restore a sense of purpose to all its activities and to
ensure that the patient and the community as a whole get the best

possible service from the resources that we have provided.

4. I have been greatly impressed by the way in which the Inquiry
Team have applied their extensive knowledge and experience of business
to the underlying issues of NHS management which have been causing us

concern. The Team has already won respect and confidence in the

health service and in er quarter;—gﬁch as the Royal Colleges. They
are action orientated and are well exceeding our original expectations
of them, in terms of time and effort, despite their continuing heavy
responsibilities in business. They therefore deserve our

congratulations for their dedication, determination and resolution.




. Q I do not envisage publishing this progress report nor making

e case for the Management Inquiry into an issue in the Election:
Roy Griffiths himself would I think feel embarrassed by that. I
am impressed by the strong and widely-based support which he has
secured from the NHS for his approach and I have asked him to press

on with his studies in order to maintain the momentum.

6 If any of the Opposition parties make the Griffiths Inquiry into
an issue in the Election, I would propose to respond on the lines of

the second and third paragraphs of this minute.

“

\{ May 1983
O




NHS MANAGEMENT INQUIRY Leader of Inquiry:
. Roon1D4Q$ r
,xander Fleming House Roy Griffiths
phant and Castle
London SE1 6BY Team Members:

Telc*nc: 01 407 5522 X7684/ 6604 Michael Bett
Jim Blyth
Sir Brian Bailey

Secretary of State for Social Services Support Staff:
Department of Health and Social Security
Alexander Fleming House Cliff Graham
Elephant and Castle Kay Barton
London SEl1 6BY

12 May 1983

Dear Secretary of State

When the Management Inquiry was launched in February I was asked to

advise by the end of June on the progress made by the Inquiry Team towards
recommendations on the effective use and management in the NHS of

manpower and related resources. Over the past 3 months we have reviewed
the current central initiatives relevant to our task and engaged in a

full round of activities, iavolving visits to many NHS and other locations
and central Departments and other interest groups. In addition, we have
received a full body of mail, particularly from clinicians. We have
gained widespread support for our work from within the NHS and the
Department, and from outside bodies such as the Royal Colleges. Accordingly,
my colleagues and 1 have been able to reach some preliminary conclusions
which are set out below. We aim to submit a further report early in the
Autumn, with more specific proposals for implementation in the NHS, if you
are content with our first thoughts.

You have required us to propose action not write reports. We are impressed
both by the number and by the quality of the many reports and initiatives
over the years designed to tackle management problems within the National
Health Service. But the recurring question in our minds in considering
these reports, and what happened to them, is who at each level within the
NHS can take effective action on the recommendations. It is against this
background that we propose the following main areas for further work, on
which we shall be making - more specific recommendations at a later date.

1. Management responsibility from the centre right through
to the unit should be clarified and strengthened,
especially the general management role of executive
leadership at each level of organisation, which ensures
and directs that action is taken in accérdance with clear
plans and objectives and accepts personal responsibility
for progress or the lack of it. This is absolutely
necessary to provide the appropriate initiative, vitality
and urgency at all levels. It will involve an
examination of:

a) responsibility at the cemtre for management of
the NHS; to clarify much more precisely and
purposefully who exactly is responsible for the _
essentials of management ie planning, implementation -
and control. In particular, executive leadership
needs to be strengthened; &=

S




the role of the clinicians in management
at and within unit level; to ensure that
their management responsibility is matched
appropriately to the power which in fact
they exercise in dictating the use of
resources. This is already the subject

of speedy and purposeful study at local
level, tracing the treatment and
administrative handling of the patient;

the management role of the Chairman,
Members and Chief Officers in the regions
and districts; to distinguish more clearly
their separate requirements. The
appointment of Chairmen and Members will
also be examined. There is much
uncertainty over the role of the
Authorities themselves : as to what
matters should be referred to the
Authority at its regular meetings and

what should be delegated by way of executive
authority to the Chairman and Officers.

The ability -of consensus management to
provide firm, speedy and decisive action
at all levels also needs to be examined.
Local management action is made more
difficult because” the primary reporting
relationships of the professional officers,
forming part of the management team, are

to their functional counterparts at higher
levels. This militates against a local
management identity and we want to
establish whether it has led to over-manning
in the professional functions;

d) the management links to the FPCs and the
community, particularly at Unit level.

2. A system of management budgeting within the units and
particularly in the clinical divisions and teams needs
to be devised and introduced. Delivery of appropriate
standards of care to the individual patient or patients
is the primary unit of cost on the Health Service and
budgets need to be set up to reflect this. This is not
an accounting device, but a process of attributing overhead
costs to the clinical budgets which will sharpen up the
questioning by clinicians about efficiency in the use of
resources. It 1is absolutely essential if levels of
support staff are to be managed efficiently. Work in this
area will take account of existing DHSS work on the
financial management initiative and NHS work on clinical
budgets and specialty costing. It will also comment on
the applicability and relevance of the "K8rner" report on
health services information and the "Salmon" report on
NHS audit.

B




The field of personnel and industrial relations is
important, but the immediate remit of the Inquiry is
not concerned with specific-I.R. problems or detailed
questions of pay determination. Two areas will be
examined:

a) the Whitley system, to see what constraints
it imposes on the operational flexibility
of devolved management in the NHS. The
purpose would be to identify in what ways the
system might at present impede effective
management or prevent changes that might be required;

b) the various central initiatives on manpower
planning and control, in the context of
devolved management in the NHS.

An examination of delegated decision taking within the
NHS, and between the NHS and the Secretary of State acting
through the Department, should be undertaken. DMost of

the units at hospital level are large enough to be self
standing in management terms and enormous frustration

can be caused if there are too many levels of authorisution
involved in decisions. We intend to undertake immediate
studies in each of the main decision areas of management
activity, ie capital authorisation, revenue expenditure,
personnel, etc to see to what extent the process can be
streamlined.

One or two final points. Clearly none of the above implies reorganisation
of the National Health Service. Our proposals will embrace the many
efficiency initiatives already being progressed, including the requirement
on Authorities to make efficiency savings on an annual basis as part of
the allocation of finance. But this work will be geared to ensuring that
the NHS itself can achieve efficiency as part of its routine and on-going
work and that all members of staff are motivated and trained to accept
this. The present level of achievement of the NHS is set out in the
recent publication "Health Care and its Costs". There are big
opportunities for local management to do even more to enhance the quality
of service and ensure greater individual patient satisfaction and improved
service to the community. You are encouraging management within the NHS
to be much more ambitious in its setting of priorities and in reviewing
the need for present levels of resources. Management would need to be
motivated to achieve these ambitious targets, by Dbeing allowed to use
savings so generated,at least in part,to secure improvementsim service. As
things stand at present, we can only venture the comment that the level
of improvement in efficiency which is currently being required in the NHS
would be regarded in the private sector as so modest as to be almost a
denial of the management process. — e+ o

Contrary to our initial concern, that we might meet with difficulty in
securing co-operation, we have been greatly impressed by the ready response
of the many people we have been talking to in the course of our inquiries.
As you know, we are undertaking studies at hospital level in different
parts of the country : in this work we have received the active
collaboration of the clinicians and other NHS officers concerned and the
Royal Colleges and other national professional institutions.

v\ r e : .
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’, are confident that further work on the above lines will enable us to
formulate more precise recommendations for implementation within the NHS.
Th can be no doubt that the overall implementation, particularly the
stréfigthening of line management, will be a long and challenging task
simply because of the size of the NHS. But the whole emphasis of this
letter is on the need for action and an immediate start is essential.

If you are content for us to proceed on these lines, we shall continue to
test our ideas and develop our thinking, through studies and discussion
with the NHS and your Department. The work will almost certainly involve
the use of other resources, including possibly management consultants on
specific studies. We shall also pay close attention to any relevant
examples from the private sector and overseas. .I shall report to you
again early in the Autunmn.

Yours sincerely

ﬁq e

E R GRIFFITHS







DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522 ext 6981
From the Permanent Secretary

Sir Kenneth Stowe KCB CVO
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NHS MANAGEMENT INQUIRY : BACKGROUND NOTE FOR TEAM DISCUSSION WITH
THE SECRETARY OF STATE ON MONDAY 25 APRIL 1983

MAIN TASKS
L The Secretary of State has described the main task as follows:

1.1 to examine the ways in which resources are used and controlled
inside the health service, so as to secure the best value
for money and the best possible services for the patient;

L to identify what further management issues need pursuing
for these important purposes.

GENERAL OBSERVATIONS

e In making their comparisons between business management methods and
those to be found in the NHS, the Team have been faced with three
apparently fundamental differences between management in the NHS and that
of business:

5.1 there is no profit motive in the NHS : this is undeniable
but it reveals a misunderstanding of the great similarity
between the "business" motives of the NHS and companies,
for example both organisations are interested in:

satisfying the customer's real needs;

securing a satisfied, well trained, well motivated
and well rewarded workforce;

meeting the needs of the ultimate owner - shareholders
in the case of the company, Parliament and the public
in the case of the NHS;

achieving the best possible balance between short
and long term objectives, investment, performance
and return;

delivering to the client the highest quality of
services or products;

esearch and development to
apility of the undertaking.
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management

up yet furthe

cases have

the NHS operates on a concept of consensus management which
{s oot found in business. “oOnsensus management is uO D€
found in companies, in the sense that all major issues are
subjected to multi professional discussion and consultation
before a decision is reached. The difference of approach
in the NHS is that the process of consensus is also carried
through to the point of management action jtself. There is
no unalterable reason why this should be the case : RHAs and
DHAs, and to some extent the Department and Parliament,
operate on the basis of consensus in order to satisfy the
democratic, political and representational aspects of health
care considerations; and to explore the major issues of
strategic planning and resource allocation. There exists no
firm requirement that the consensus approach must also
condition the management action itself or that it must apply
to the internal management of hospitals. Business
management also draws a clear distinction between
boardroom policy discussion and decision and management
executive action.

there is as yet no Unit management structure in the NHS
because the 1982 Reorganisation has not nhad time to take
effect in this respect eg unit managers are still being
appointed and management structures have yet to be devised.
This apparent disadvantage, in the sense that in general
it has not been possible for the TPeam to observe an existing
and well established management process at work inside the
Unit, has been turned to advantage by the Team's main proposal
that DHAs and District and Unit Management Teams should be
provided with further guidance on this before the cement
sets on the 1982 Reorganisation. Drawing on their business
experience, the Team suggest that such guidance
lude the following:

the existing competition for resources betwezn
different medical firms within the hospital

<hould be made more explicit through the development
of management budgets at the level of the medical

irm within the hospital;

ital management budget should be

o |
he context of the DHA/DMT guideline
3 4

w

+ ) it

-t

O O®
o 0 5

-

o

H £
B0

N oct

i
ctm @ S5 B
- 09 R
b4 B

ponsibility for r
decisions, secur

e

i
ement action and b
erformance should
erson at Unit level

B

3 B @

H-H B S
& P 010 T 0
b=+ (D E

M
1 4
!

ipilities
the DHA,

clearly spelt

;e DAS51S.

<
p

3 ot

na

=
4]
™~
D
Q
W S
@
0O n

m: -
-
H o od

v
e il |
® X O
143!

o

. N
(@l
s B Hh
s H

) -
[1h)

L K
O
o

<4
(o]

b

)

ol

identify the means
:1f; not to reinvent
write evern more
management

ughout the service

o+
n
M ¢

(€3]

ct (@
Y |

ct M I

e I 4
G R
‘—'I'

o
=

P O

H

O O

hr




camcentrating their attention on the Unit level of management and on
DHSS (with further observation at RHA and DHA levels). This tends

to bring into question the management structure at all levels but the

manifestations of this are different in different places. For example:

3,1 At the hospital level, there is a great deal of functional
management and some mMOVeS towards greater involvement of
the clinician in management but the extent of co-ordination
required suggests the lack of a clear executive role, for
which co-ordination can provide no substitute. Existing
management of the hospital requires 1its most junior level
of administrator ultimately to give effect to the
requirements of the Secretary of State, RHA and DHA, by
influencing and changing the management practices of its
most senior and influential section of staff - the
clinicians, who operate on the shop floor and not in the
Centre. There is a clear need to build on the "Cogwheel"
initiatives of the early 1970s, so that the clinicians
can take the leading role in management at the unit level
as the discipline which dictates and directs the use of
resources throughout the Unit.

At the DHA and RHA similar difficulties can be observed
chief officers head functional departments with, recently
appointed, part-time Chairmen attempting to provide
executive leadership. This functional management approach,
which diffuses responsibility for taking action, is

further accentuated by the reporting relationships from
specialist officers at the local level, eg works and
catering, to their specialist colleagues at District,
Region and, even, the DHSS.

At the centre, the functional patt nds to be repeated;
but over and above that there is ¢t blem of other
disconnected responsibilities. Ministers and the Permanent
Secretary cannot spend all, or even mo of their time on
NHS management; and many of their senior officials carry
responsibility for major specialist functions and not NHS
management as such. There can therefore be even less strong
and continuing executive drive from the centre than can be
secured from the RHA, DHA and Unit level, except where
particular people have decided to take on this role almost
by sheer force of personality.

on a total health
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8 Against this background, and subject ot further discussion with the
N’and DHSS, the Team are inclined to propose further action along the
following 1lines.

GENERAL MANAGEMENT ACTION

8.1 Clarify and strengthen the 1ine of executive authority and
management action from the centre to the Units of Management,
especially to hospitals at the periphery. This is
particularly important given the impending independence
of FPCs, the management consequences of whichthe Team will
be inquiring into.

Distinguish more clearly the different roles of the

RHA/DHA Chairmen, Members and Officers. Strengthen the
role of the RHA, as the main subsidiary company responsible
to the Secretary of State for the delivery of the total
health service within the Region. Identify the Unit, as
the executive arm of the DHA responsible for securing the

necessary management action.

8.% Develop Unit management budgets, to show the full consequences
of the clinical activity, including support services and
administration and overheads, proposed by the clinicians.

SPECIFIC MANAGEMENT ACTION

- The Team have decided to settle for six major management areas for
further inguiry, in the light of their first quick survey of the whole
scene. These main areas are as follows:

9.1 Internal Management of the Unit, with particular reference
fo the role of the clinician in NHS management, includin
management links to the newly independent FFPCs and the
community. The Team propose to inquire further into these
matters by launching purposeful and speedy studies at
hospital level in 6 or 7 different parts of the country,
with the active co-operation of the clinicians and other

officers concerned.

Management budgets within the Unit, including ways of
Involving clinicians in the pudgetary system 60 that they
can take a central role in NHS management. The Team pI

to engage the services of management consultants for this
purpose once they have finalised the detailed brief. This
will take account of existing DHSS work on the financial
management initiative and NHS work on clinical budgets,
specialty costing, KBrner and Salmon.
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The Whitley system. In the light of the current DHSS \
Teview and nmumerous recent reports, the Team intends to examine
the scope tor introducing turther operational flexibility

into the system. The Team's purpose is not to review the
Whitley system as such, but to examine in what ways it

may at present impede effective management or prevent any
management changes that might be required; or otherwise

provide alibis and excuses for ineffective local management.

The Management Role of Chairmen, Members and Chief Officers,
including the process of appointing Chairmen and members

and the career development of Chief Officers and others.

The Team will be considering a comprehensive paper to be

put to them shortly by Ministers.

9.6 The central responsibility for NHS management, including
that of Ministers and the Department.

NEXT STEPS

10. Subject té the views of Ministers, m W d propose to submit
a preliminary progress report at the end further report by
the end of September. Subsequent activity will extend beyond September
and will be undertaken in three main phases : f , further validation
of the issues covered in this note; second, . ing of "these ideas
in practice, with particular reference to the hospi l-based studies;
and third, firm proposals for implementation.




10 DOWNING STREET

THE PRIME MINISTER 13 April 1983

ARE B

Thank you for your letter dated 14 March about the NHS

Management Inquiry and other NHS matters.

I note what you say about the NHS Management Inquiry and
I am glad that you were so greatly impressed with Roy Griffiths.
I have now also seen his reply to you dated 31 March. I understand
you have discussed all your concerns with Norman Fowler and Kenneth
Clarke and they have agreed to continue to keep you in touch with
these events. I think therefore it best to leave these matters to
them at this stage.

I should add that, on your particular point about the DHSS
staff support for the Inquiry, both Norman and myself very much
agree with Roy Griffiths. Your quotation from my letter dated
11 October 1982 refers to the team of businessmen not the
administrative support staff. You will see from the enclosed

press statement that the NHS Management Inquiry Team is made up

entirely of high level businessmen from outside Government and _

the NHS, Roy Griffiths is free to bring in other outsiders,
including management consultants, if he so wishes. It would be

very difficult for a team of outsiders such as this to operate
without assistance from DHSS and I therefore think it is important

to have a DHSS officer in charge of the support staff, Roy Griffiths
has made it quite clear that he supports this arrangement and he
knows that he can both change the leader of his support staff and

bring in outside support if he wishes. Indeed, I understand

/ Jim Blyth




Jim Blyth has already decided to bring in such support from United

Biscuits to assist him with one of his tasks,

I still feel that if you have criticisms of the Comptroller and
Auditor General and his Department it would be best to refer these
to the Public Accounts Committee. But naturally we intend our

Inquiry to determine whether the manpower and other resources of
the NHS are used effectively.

Ralph Howell, Esq., M.P.




Department of Health
and Social Security

AlexanderFlemingHouse =
ElephantandCastle
London SE1 6BY

Telephone 01-407 5522

83/30 3 February 1983

NHS MANAGEMENT INQUIRY

Four leading businessmen are to conduct an independent Management Inquiry
into the effective use and management of manpower and related resources in the
National Health Service. The Inquiry Team, under the leadership of
Mr Roy Griffiths, Deputy Chairman and Managing Director of Sainsburys, have
agreed to advise Norman Fowler, Secretary of State for Social Services, on

progress by the end of June this year.

Mr Fowler announced the management inquiry in reply to a written parliamentary
question from Mre Jill Knight MP for Edgbaston this afternoon (Thursday) which asked
him if he would make a statement on what plans he has to control manpower in the
NHS. Mr Fowler said:

"I have today established an independent NHS Management Inquiry into
these matters. Health authorities in England have a revenue budget
of almost £9 billion; employ about a million people; and spend
almost 75% of their revenue on pay. The Government needs to be
gatisfied that these considerable resources are managed efficiently
and give the nation value for money. The Inquiry will be led by

Mr Roy Griffiths, Deputy Chairman and Managing Director of

J Sainsbury PLC. Mr Griffiths will be assisted by Mr Michael Bett,
Board Member for Personnel at British Telecom, Mr Jim Blyth, Group
Finance Director of United Biscuits, and Sir Brian Bailey, Chairman
of Television South West and of the Health Education Council and
formerly Chairman of South Western Regional Health Authority. As my
expert advisers, they will give me advice, on the effective use and
management of manpower and related resources, as their enquiries
proceed. We aim to make the earliest possible impact on the
management of the NHS for the benefit of patients and the community

as a whole. Mr Griffiths will advise me on progress by the end of
June 1983.,"




The Inquiry Team will be supported by a small group of staff led by
Mr Cliff Graham, an assistant secretary at the Department of Health and Social
Security. The support staff will also include health service experience and

private sector expertise.

Mr Griffiths has not been asked to prepare a report nor will the Team act
in any way like a Royal Commission or Committee of Enquiry. The Team will advise
on what more needs to be done, within existing resources, to secure the most
effective use and management of NHS manpower and related resources. They will
identify major management issues for examination by individual team members and
the support staff and will transmit their findings to the Secretary of State for

early incorporation into NHS and DHSS management practice.
In commenting on the Inquiry, Mr Fowler said:

"Over the last four years this Government has devoted extra resources
to the NHS. Nextyear we will be spending nearly £13 billion on the
NHS in England. That represents a real increase in services of ?%%
and an increase of 17% against the Retail Price Index. But what
matters most is the actual services the patients are getting for this
money and the way in which the delivery of these services is managed

by the NHS.

"In 1979 we therefore embarked on the essential task of strengthening
the management of the NHS and improving its efficiency and effectiveness

in the interests of the patients. First, we slimmed down the structure

of administration to cut out unnecessary bureaucracy. Second, we
developed a new framework of public accountability and review, to clarify
and make more effective the management chain from the District to the
Secretary of State. Third, we launched a whole series of initiatives,
aimed at improving the management efficiency of the NHS; including NHS
manpower targets, the development of NHS performance indicators and

the introduction of financial targets for efficiency savings.

"What we need to be sure of is that in practice this whole management
process is working properly and that it produces, for both patients
and public alike, the best possible service from the very large

resources allocated to the NHS.




"We are therefore now setting the Inquiry Team two main tasks:

- to examine the ways in which resources are used and controlled
ingide the health service, so as to secure the best value for

money and the best possible services for the patient;

- to identify what further management issues need pursuing for

these important purposes.

"We could simply have set up another Royal Commission and then sat back

for several years to await its lengthy report, but on past experience

that would not lead to effective action. Instead, we have gone straight

for management action, with the minimum of fuss and formality. I am grateful

to Mr Griffiths and his colleagues for agreeing to carry out this task."

NOTE FOR EDITORS

Mr Griffiths has been Deputy Chairman and Managing Director of Sainsburys since
1979. He joined the company in 1968 from Monsanto Europe, where he was a
Director. He became a Director of Sainsburys in 1969 and Deputy Chairman in
1975.

Mr Bett has been on the Board of British Telecommunications since 1981. He was

previously Director of Personnel at the BBC.
Mr Jim Blyth, is Group Finance Director of United Biscuits
Sir Brian Bailey is Chairman of the Health Education Council and was, until the

end of last year, Chairman of the South Western Regional Health Authority. He
ig Chairman of Television South West and was an official of NALGO for many years.




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London sg1 68y
Telephone 01-407 5522

From the Secretary of State for Social Services

Willie Rickett Esqg
Private Secretary
10 Downing Street
London SW1
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In your letter of16/March you asked for a draft reply
for the Prime Minister to send to Mr Ralph Howdlfollowing
his letter of 14 March about the NHS Management Inquiry.
As you know, it was agreed that we would provide a draft
after Secretary of State and Mr Clarke had met Mr Howell
and Mr Stainton on 30 March. A draft reply is now
enclosed.

I am copying this letter and enclosures to Judith Simpson
at the Treasury.

V(ow%@)u )
& L

MRS C L SOUTER
Private Secretary
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DRAFT LETTER FROM THE PRIME MINISTER TO RALPH HOWELL MP

Thank you for your letter dated 14 March about the NHS Management Inquiry and other

NHS matters.

I note what you say about the NHS Management Inquiry and I am glad that you were so
greatly impressed with Roy Griffiths. I have now also seen his reply to you dated

31 March. I understand you have discussed all your concerns with Norman Fowler

and Kenneth Clarke and they have agreed to continue to keep you in touch with these

events. I think therefore it best to leave a¥l these matters to them at this stage.

I should add that, on your particular point about the DHSS staff support for the
Inquiry, both Norman and myself very much agree with Roy Griffiths. Your quotation
from my letter dated 11 October 1982 refers to the team of businessmen not the
administrative support staff. You will see from the enclosed press statement that
the NHS Management Inquiry Team is made up entirely of high level businessmen from
outside Government and the NHS. Roy Griffiths is free to bring in other outsiders,
including management consultants, if he so wishes. It would be very difficult for
a team of outsiders such as this to operate without assistance from DHSS and I
therefore think it is important to have a DHSS officer in charge of the support
staff. Roy Griffiths has made it quite clear that he supports this arrangement
and he knows that he can both change /the leader of his support staff and bring in
outside support if he wishes. Indeed, I understand Jim Blyth has already decided

to bring in such support from United Biscuits to assist him with one of his tasks.
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The Managing Director’s office J Sainsbury plc
Stamford House

Stamford Street
London SE19LL

SAI NSBURY,S , 01-921 6000

Telex 264241

31lst March, 1983

Ralph Howell, Esq., M.P.,
House of Commons,

LONDON ,

S.W.1A OAA.

Dear Mr. Howell,

Thank you very much for sending me a
copy of your letter of the 15th March
to the Prime Minister. I believe it
was explained to you that I have been
away from London (albeit not altogether
away from the work of the Inquiry)
until this week.

I enjoyed the meeting with yourself and

Mr. Stainton. You left me in no doubt
as to your concern on manpower in the
NHS and on the question of executive
authority at the centre. I explained
to you the nature of our initial work
and am convinced that we are working
purposefully on the right lines.

It was very good of you to comment
favourably in your letter on our meeting
and on myself. I do, however, again
assure you, in view of your expressed
doubts as to whether a Civil Servant

could be sufficiently open minded and
independent to head up the support team,
that I am quite happy with the position.

I was clearly aware of the possible
disadvantages of such an appointment, but
I concluded that it was vital to have this
type of support to facilitate work with
the DHSS., The individual concerned,

Mr. Cliff Graham, has enormously impressed
me, not only with his ability, but by his
objectivity and commitment to the work




Ralph Howell, Esq., M.P. 31st March, 1983

envisaged. I make the latter comments
as a very considered assessment and not
simply as a gesture of reassurance to
you,

I have not copied this letter to the
Prime Minister, but am quite happy that
either you or Norman Fowler, to whom I
am sending a copy, should use it as
appropriate in discussion with No., 10.

Very best wishes,

Yours sincerely,

E.R. GRIFFITHS

Rt. Hon. Norman Fowler




FROM: C H A JUDD
DATE: 25 March 1983

MR DURRANT - MCU ce Mr Allwood
Mr P M Rayner _ 8 APR 1083

Mr Heaver
MR HOWELL'S LETTER TO THE PRIME MINISTER
OF 14 MARCH

We never saw what the Prime Minister wrote following the draft
provided with Miss Rutter's letter of 22 September but I understand
from Mr Scholar that it omitted para 2 of that draft. Mr Howell's
new letter suggests that para 4 was followed.

%, There is little to add. A draft response to No.10 is attached.

C HA JUDD
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DRAFT LETTER TO NO.10 (copy DHSS)

The Treasury does not think it necessary to rise to Mr Howell's

further remarks about the C & AG, E & AD and PAC. The Prime

Minister's point was that since these bodies carry out external

checks on behalf of Parliament (as the St. John-Stevas Bill

ingsists) it is not for the Government to respond to him.

Departments do not of course expect to rely on Parliamentary
investigations to discover waste. Their internal management and
audit should prevent or discover it first. The Government is
strengthening financial management, including internal audit, across

all departments.




10 DOWNING STREET

From the Private Secretary 16 March 1983

I enclose a copy of a letter the Prime
Minister has received from Mr. Ralph Howell, M.P.

I should be grateful if you would let
me have a suitable draft reply which the Prime
Minister might send to Mr. Howell by Monday,
28 March.
e —

I am copying this to Jill Rutter (HM Treasury)
since you may wish to consult her over the
drafting of the reply because of Mr. Howell's
criticisms of the C&AG and the Exchequer and
Audit Department.

P.ds Elark, Esqg. .
Department of Health and Social Security.
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|4 March 1983

The Rt. Hon. Mrs. Margaret Thatcher, M.P.
Prime Minister

lVUVkL_ VVLO»\;:YLN/[
I was very pleased to learn of the establishment

of the independent National Health Service Management
Inquiry under the Chairmanship of Mr. Roy Griffiths.

Naturally I have been keen to ascertain that the
Inquiry will be as fully independent as I had originally
suggested.

Keith Stainton and I met Mr. Griffiths last week,
together with Mr. Cliff Graham, who has been seconded
by the D.H.S.S. to help Mr. Griffiths and his team in
their work. Whilst we were greatly impressed by
Mr. Griffiths, we were concerned that the Inquiry will
not be all that you planned in your letter to me of
11th October, 1982, when you said "accordingly Norman
Fowler proposes to follow this up shortly with the
establishment of a major manpower inquiry which will
bring in a high level outsider supported by his own
team and management consultants to help him drive these
initiatives forward and to assess what more is needed"

We are not satisfied that a Civil Servant, who
has been so closely involved in the D.H.S.S., can be
totally open-minded or in any way classified as the
independent type of support promised in your letter.

We understand that the team is to present a
report to Norman during June. We would like to suggest
that it would be desirable for a copy of the report to
be submitted simultaneously to the Cabinet Office.




When Keith Stainton and I met Sir Kenneth Stowe
we discussed the issue of N.H.S. reorganisation and
the allegations which had been made to me by Dr. Hewitt,
ex-Medical Officer of Health for Havent, that efforts
had been made to ensure that just as many posts remained
as existed before reorganisation. Mr. Geoffrey Hulme,
Principal Finance Officer at the D.H.S.S., questioned,
in a most provocative way, why this should not be so.

Whilst I naturally support the plans to save up
to £800M in privatising catering, laundry and other
cleaning services, I do not think it makes sense to
say that any savings will go back into more services.
If this happens we can never reduce the burden of
Government expenditure to enable us to reduce taxation.
Everybody knows that waste should be reduced, yet we
still seem so nervous of actually reducing public
expenditure.

Regarding the last paragraphs of your letter of
1llth October, I feel you have missed my point completely
when I complained about the unsatisfactory performance
of the C. & A.G. and Exchequer & Audit Department.

The C. & A.G. has been sending numerous reports on
manpower and other issues to the Public Accounts
Committee, presumably ever since the N.H.S. was set

up. The subsequent explosion of manpower and waste
generally, which the Public Accounts Committee has done
little or nothing to stop, makes me think that it would
be a sheer waste of my time to approach the Public
Accounts Committee.

My letter and submissions of 31st August 1982
contained a number of very serious allegations. I feel
the action taken so far and the measures planned for the
future to be inadequate and also too relaxed to deal
with these very serious matters.

I would be most grateful if you could find time
to see me to discuss these issues.




10 DOWNING STREET

From the Private Secretary 14 March 1983

Thank you for your letter of 11 March
about the general approach of the NHS Management
Inquiry Team as they begin to get on with their
task.

I showed this to the Prime Minister over
the weekend. She noted it without comment,
except to remark, in connection with Sir Brian
Bailey's long experience of the working practices
within NHS hospitals, that the latter had been
a considerable failure in management terms;

and that this failure was the main reason why

the Inquiry had to be set up in the first place.

D.J. Clarke, Esq.,
Department of Health and Social Security.




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522

From the Secretary of State for Social Services

Michael Scholar Esg
Private Secretary
10 Downing Street
London SW1

e Aina

NHS MANAGEMENT INQUIRY

My Secretary of State was most grateful for the Prime Minister's comments on the
approach to be taken by the NHS Management Inquiry, contained in your letter to
me dated gjfébruary. I have delayed my reply so that I can reflect the general
approach of the Inquiry Team as they begin to settle to their task.

You will have seen from the revised title for the Inquiry and our original

Press Statement, (copy attached for ease of reference) and from the report of

Mr Griffiths' recent meetings with the Press, that the Prime Minister's main
point has been acted upon. Mr Griffiths is quite clear, and indeed has insisted
from the outset, that his main task is to take a searching look at the general
management issues underlying our present concerns. The Team will be p5§TEE-'
attention to € issues raised in the Graham Turner articles and to all the
management issues which have substanti@al implications for NHS manpower.

My Secretary of State has given careful consideration to the Prime Minister's
suggestion that we might consider adding a senior NHS consultant to the team.

He decided against this course of action because he did not wish to make the team
too large - it already contains one more member than we and Mr Griffiths regard

as ideal for effective management - and because he did not wish to provoke claims
for similar treatment from the nurses, treasurers, administrators and works
officers, especially as the Inquiry is concerned with non-medical manpower. The
Inquiry Team is not intended to be representative of the NHS: it is designed to
provide us with a sharp, outside business focus on general management issues. This
also meets the real needs of the doctors, who would prefer to advise and influence
the Inquiry Team through the contact points we have established between their
representative bodies and the Inquiry Team. As it happens, Mr Griffiths' first
meetings in the NHS will be with senior NHS clinicians in hospitals with which

he has personal connections. He is also being guided sensitively in these matters
by Sir Brian Bailey, who has long experience of the "actUal working practices

within NHS Rospitalss. ) ) g ";f-”"t lten Nl a_fw
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Department of Health
and Social Security
Alexander Fleming House

Elephant and Castle
London-SE1 6BY

REILE4ASE

Telephone 01-407 5522

83/30 3 February 1983

NHS MANAGEMENT INQUIEY

Four leading businessmen are to conduct an independent Management Inquiry
into the effective use and management of manpower and related resources in the
National Health Service. The Inquiry Team, under the leadership of
Mr Roy Griffiths, Deputy Chairman and Managing Director of Sainsburys, have
agreed to advise Norman Fowler, Secretary of State for Social Services, on
progress by the end of June this year,

Mr Fowler armounced the management inguiry in reply to a written parliamentary
guestion from Mrs Jill Knight MP for Edgbaston this afternoon (Thursday) which asked--
him if he would make a statement on what plans he has to control manpower in the
NHS. Mr Fowler said:

"] have today established an independent NHS Management Inquiry into
these matters. Health authorities in England have a revenue budget
of almost £9 billion; employ about a million people; and spend
almost 75% of their revenue on pay. The Government needs to be
satisfied that these considerable resources are managed efficiently
and give the nation value for money. The. Inquiry will be led by

Mr Roy Griffiths, Deputy Chairman and Managing Director of

J Sainsbury PLC. Mr Griffiths will be assisted by Mr Michael Bett,
Board Member for Persommnel at British Telecom, Mr Jim Blyth, Group
Finance Director of United Biscuits, and Sir Brian Bailey, Chairman
of Television South West and of the Health Education Council and
formerly Chairman of South Western Regional Health Authority. As my
expert advisers, they will give me advice, on the effective use and
management of manpower and related resources, as their enquiries
proceed. We aim to make the earliest possible impact on the
management of the NES for the benefit of patients and the community

as a whole. Mr Griffiths will advise me on progress by the end of

June 1983."




The Inquiry Team will be supported by a small group of staff led by
Mr Cliff Graham, an assistant secretary at the Department of Health and Social
Security. The support staff will also include health service experience and
private sector expertise. |

Mr Griffiths has not been asked to prepare a report nor will the Team act
in any way like a Royal Commission or Committee of Enquiry. The Team will advise
on what moreneeds to be done, within existing resources, to secure the most
effective use and management of NHS manpower and related resources. They will
identify major management issues for examination by individual team members and
the support staff and will transmit their findings to the Secretary of State for
early incorporation into NHS and DHESS management practice.

In commenting on the Inguiry, Mr Fowler said:

"Over the last four years this Government has devoted extra resources
to the NHS. Kextyear we will be spending nearly £13"billion on the
NES in England. That represents a real increase in services of 73%
and an increase of 17% against the Retail Price Index. - But what

~—matters-most is-the actuzl services the patients are getting for this
money and the way in which the delivery of these services is managed
by the KHS.

"In 1979 we therefore embarked on the essential task of strengthening
the management of the NHS and improving its efficiency and effectiveness
in the interests of the patients. First, we glimmed down the structure
of administration to cut out unnecessary bureaucracy. Second, we
developed a new framework of public accountability and review, to clarify
and make more effective the management chain from the District to the
Secretary of State. Third, we launched a whole series of initiatives,
aimed at improving the management efficiency of the NHS; including NHS
manpower targets, the development of NHS performance indicators and

the introduction of financial targets for efficiency savings.

"What we need to be sure of is that in practice this whole management
process is working properly and that it produces, for both patients
and public alike, the best possible service from the very large
resources allocated to the NdS.




"We are therefore now setting the Inquiry Team two main tasks:

- to examine the ways in which resources- are used and controlled
inside the health service, so as to secure the best value for
money and the best possible services for the patient;

- to identify what further management issues need pursuing for
these important purposes.

"We could simply have set up another Royal Commission and then sat back

for several years to await its lengthy report, but on past experience

that would not lead to effective action. Instead, we have gone straight

for management action, with the minimum of fuss and formality. I am grateful
to Mr Griffiths and his colleagues for agreeing to carry out this task.”

NOTE FOR EDITORS

Mr Griffiths has been Deputy Chairman and Managing Director of Sainsburys since
- 1979. - He joined the company in 1968 from Monsanto Europe, where he was a
Director. He became a Director of Sainsburys in 1969 and Deputy Chairman in
1975.

Mr Bett has been on the Board of British Telecommunications since 1981. He was
previocusly Director of Persommel at the BBC.

Mr Jim Hlyth, is Group Finance Director of United Biscuits

Sir Brian Bailey is Chairman of the Health Education Council and was, until the
end of last year, Chairman of the South Western Regional Health Authority. He
is Chairman of Television South West and was an official of NALGO for many years.




DEPARTMENT OF HEALTH & SOCIAL SECURITY -
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522 ext 6981
From the Permanent Secretary
Sir Kenneth Stowe KCB CVO

PERSONAL

John Sparrow Esqg

Central Policy Review Staff
Cabinet Office

70 Whitehall

LONDON
SW1A 2AS g February 1983

I thought you would be interested to see the enclosed paper, in which our
Statistics Division have summarised the most recent data on patient activity
in the NHS.

I have made the point to Michael Scholar, for the Prime Minister, that there
have been enormous increases in activity over the years, in terms of patients
treated, especially day patients, which calls for caution in assuming (as
many do) that NHS productivity has been falling. Because of the way medicine
is developing, the NHS is achieving substantially higher throughput with
reduced numbers of beds in relation to manpower. The point is that medical
practice (eg in relation to post-operational therapy) can be as big a factor
for change as management itself. These latest figures and graphs show both
the progress and the potential, for there are wide Regional and District
variations concealed in the national (ie England) figures.

I am sending a copy of this letter, with the paper, to Michael Scholar at
No 10.

oy

o




. Mr Cashman

Mr Scott-Whyte
Mrs Firth

Mr McGinnis

Dr Sweeney
Miss Fraser
Mrs Banks

Mr Birch

Mr Pole

Mr Rayner

Mr A R Smith
Mr Jewesbury
Mr Brereton

Mr Toulmin
Miss Winterton
Mrs Demmery
Mrs Williamson
Mr Luce

Mr Morris

HOSPITAL ACTIVITY STATISTICS FOR ENGLAND - SH3 1981
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(i)

The attached short paper and tables relate the 191 SH3 Hospital Activity data

which have been observed in recent years. The national and regional
he 1981 SH3 data have now been completed and will be distributed

The main points to emerge from the 1981 data are:=-

the number of available beds continued to decline, numbering
352 thousand in 1981 compared with 383 thousand in 1976 and
420 thousand in 1971. The rate of decline, however, appears
to be slowing down. The number of beds fell by 1.3% in 1981

and 1.6% in 1980 compared to around 1.%% on average in the
The decline in the number of acute
S and the number of geriatric beds

preceding three years.
beds came to a halt in 1931
increased slightly (Table 2

discharges (including deaths) rose by 1.6% from 5.67 million
in 1980 to 5.76 million in 1981. This was somewhat lower than
the average annual growth rate of 1.9% achieved between 1976
and 1980, mainly due to the drop in activity in the maternity
sector following the fall in the birth rate in 1981. Non-
maternity discharges and deaths rose by 2.3% in 1981, compared
with an annual average growth rate of 1.6% between 1976 and
1980, (Table 3).

average length of stay continued to fall but the reduction of
2.7% between 1980 and 1981 was less than that obtained in
recent years (3.7% a year on average between 1976 and 1980),
Once again, following the pattern in 1980, much of the greatest
fall for 1981 was in the geriatric sector wnere the average
length of stay was 4.9% (3% days) less than in 1980 (Table 5).

the number of new out-patients and total out-patient attendances
both rose by about 1% in 1981 to 8.0 million and 35,5 million
respectively. Although the geriatric sector accounts only for

a small proportion of out-patient activity, it again showed the
largest increase with new patients rising by 8.5% to reach

43.2 thousand and total attendances by 6% to 270.1 thousand.
(Tables 6 and 7).

The number of new Accident and Emergency patients rose by 2.6%
to 9.5 million in 1981. The total number of attendances, which
fell slightly both in 1979 and 1980, rose by 2% to 13.3 million
in 1981, still slightly less than the figure of 13.4 million in
1978. (Tables 6 and 7).




The increase of 6.4% in the number of day case attendances

in 1981 to reach 714 thousand was higher than the growth rates
achieved in 1978 and 1979 but lower than the average annual growth
rate of T.5% over the period 1972 (the first year when data on

day cases were collected) to 1980, Day cases now account for 11.0%
of all discharges and deaths plus day cases compared with 8.4% in
1976 and 6.7% in 1972. (Table 8).

(vii) Regular day patient activity continued to expand in 1981 which saw
an increase of 10.0% in the number of new patients (to 121 thousand)
with geriatric patients accounting for most of the increase. The
2 imgy total number of attendances went up by 2.4% to 5416 thousand (Table 9)e

3¢ A separate note giving a fuller analysis of individual specialties within the
acute sector will be circulated shortly. If Divisions would like to see a more
detailed analysis of SH3 data relating to other sectors, please let me know, Further
copies of this paper can be obtained from Mr Hollingdale‘(R.Sq 507 ext 3196).
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HOSPITAL ACTIVITY STATISTICS FOR ENGIAND 1981

ACUTE SECTOR

1. As indicated in a previous paper, in 1979 the computerisation of SH3 and the

consequent need to systematise the submission of "other specialist units" (0SU's),
it was necessary to reallocate some OSU's in order to make the sectors (and
specialties) comparable with previous years. Thé known changes were taken into
account but there may have been an additional effect which could not be precisely
identifieds For 1980 and 1981 the medical and surgical sectors were redefined on
the basis of advice from policy and medical colleagues to include all appropriate
OSU's., Both sets of figures are included for comparative purposes but in the
discussion of trends below the 1979 definitions (see footnotes to Table 2) have been
used for consistencye. \

.

Medical Specialties (Chart I)

2. The gradual decline over the last decade in the number of available beds did not

continue in 1981, The number of beds rose_slightly from 49.4 thousand in 1980 to

49,8 thousand in 1981, The number of in-patient cases (discharges and deaths) rose
e .

by 3.3% to 1.37 million, compared with the annual growth rate of 1.9% between 1976
and 1980 and an annual rate of 2.3% over the decade (1971 to 1981) as a whole.

3« Throughput increased by 2.6% to 27.5 cases per available bed in 1981 while
average duration of stay fell by 1.9% to 10.2 days. Both these changes were lower
than those achieved in earlier years. Between 1976 and 1980, throughput rose by
4.1% a year and length of stay fell by 3.5% a year on average.

4. The number of day case attendances continued to rise sharply by 14.5% to 145

thousangin 1981, accounting for 9¢6% of all discharges and deaths plus day cases.
However, day case acfivity had grown faster than this at 19.5% a year on average
between 1976 and 1980,

5« The number of new out-patients, which increased by 1.9% a year between 1976 and
1980, grew very slightly by 0.7% a year to 2,15 million in 1981, The total number

of out-patient attendances increased by 1.7% to 10.49 million, again lower than the
average rate of 2.,6% in recent yearse.

Surgical specialties (Chart II)

6. The number of surgical beds also picked up slightly from 76.8 thousand in 1980

~




to 77.1 thousand in 1981. (If pre—convalescent beds are included, the number of
beds fell slightly from 79.Tlthousand in 1980 to 79.1 thousand in 1981). The number-
of in-patient cases rose by 1.7% to reach 2,79 million in 1981, in line with the

average annual growth rate since 1976.

7. Throughput increased from 35.7 cases per available bed in 1980 to 36.2 in 1981

( + 1.4% ) and average duration of stay fell by O.1 of a day or by 1.3% to 7.5 dayse
Both these rates were lower than those achieved in earlier years. Between 1976 and

1980 throughput rose by 2.9 a year and length of stay fell by 3.0% a year on average.

8« Day case activity continued to show the largest increases. The number of day
case attendances rose by 4.1% to 521 thousand in 1981 although this rate of growth
was lower than the average annual rate of 7.5% between 1976 and 1980, Day cases
accounted for 15.,7% of all discharges and deaths plus day .cases in 1981 compared
to 12.8% in 1976 and 10.4% in 1972.

9. The number of new out-patients rose by 1.6% (to 4.7 million)and the total number

of attendances increased by 1.1% to 18.57 millione
GERIATRIC (Chart III)

10, After falling for 2 years in 1979 and 1980 the number of available geriatric beds
picked up slightly to reach 55.5 thousand in 1981, still below the 1978 figure of

56.0 thousande. The number of discharges and deaths rose by 6.1% in 1981 to 280 thousand
while average length of stay fell by 4.9% tg_éé;l_ggxgﬁietween 1972 and 1981,
average length of stay had fallen by 38 days or 36% (4.9% a year on average).

11. The number of new geriatric regular day patients rose by 15.3% in 1981 to
63+2 thousand, three times the level in 1972. The total number of regular day

attendances rose by 2.0% to 1.50 million, nearly double the figure of 805.1 thousand
in 1972,

MATERNITY (Chart IV)

12, The gradual decline in the number of maternity beds continued in 1981 with GP
maternity beds accounting for most of the fall. Out of 18.2 thousand available beds
in 1981 85.1% were consultants' beds compared with 78.3% (out of 22.1 thousand) in
1971, 87.6% of all cases were treated in consultants' rather than GP maternity beds
in 1981 compared with 78.5% in 1971.




13, With the fall in the birth rate in 1981, hospital activity in the maternity
sector was generally lower than in 1980. Total births (live and still births) fell .
by 3.4% to 502 thousand in 1981 while NHS hospital births (live and still births

as recorded on the SH3) fell by 3.0% to 590 thousand. NHS hospital births accounted
for 98% of total births in 1981, compared with 96% in 1976 and 87% in 1971. Although
the number of cases (discharges and deaths) fell by 2.7% in 1981, the case per
hospital birth ratio in fact rose from 1.34 in 1980 to 1.35 in 1981, continuing a
steadily rising trend over the past decade from a figure of 1.26 in 1971. Average
duration of stay fell for both obstetric and GP maternity patients..Fatients under the
of obstetricians stayed on average for 5.7 days in 1981 compared to 5.9 days in 1980
and T.3 days in 1971. The average length of stay of GP maternity patients fell

from 5.8 days in 1971 to 4.4 days in 1980 and 4.2 days in 1981. Patient throughput

in the maternity sector, which had been rising steadily since the upturn in the
birthrate in 1978, dropped slightly from 44.5 cases per bed in 1980 to 43.8 in
1981, '

14. Out-patient activity appears to have fallen slightly more than the fall in
birthrate. The number of new out-patients fell by 4.1% to 738 thousand and the

total number of attandances by 3.5% to 3.76 million.

MENTAL HANDICAP (Chart V)

15. The number of available beds continued to decline in 1981 by 3.3% to 47.3
thousand. Over the period 1971 to 1981, the number of available beds fell by 2.1%
a year on average. Occupied beds fell faster than this by 3.8% to 42.4 thousand
in 1981, and by 2.4% a year between 1971 and 1981, In 1981, there were 3 thousand
more discharges and deaths compared to 1980, an increase of 12,5%.

MENTAL ILLNESS (Chart V)

16. The number of available beds fell by 2,2% in 1981 to 8544 thousand. The annual
average rate of reduction over the period 1971 to 1981 was 3e3%e The number of
occupied beds fell by 2.4% in 1981 to 73.4 thousand. Over the decade from 1971 to
1981, the number of occupied beds decreased by 3.3% a year on average.

17« The number of discharges and deaths and the number of out~patient attendances
both rose by about 2% in 1981 to 188 thousand and 1¢73 million respectively. The
number of new regular day patients rose by 5¢2% to 46 thousand while the total number
of attendances increased by 2.0% to 3.1 million.

January 1983°
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CHART III GERIATRIC
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CEART IV MATERNITY( Obstetrics & GP lMaternity )
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TABLE 1: HOSPITAL ACTIVITY: ALL SPECIALTIES, ENGLAND

Numbers in thousands

1979 1980

In:ps.l_jen‘, discharges and desths 5012 ; 172 5 3 5670
% change over 1569 0.9 2 = 0.2 5.8 5 + 147

Day case attendances 2 5 9 ) €70.8
% change over 1972 5 9 . + 76,2

Hew oui-patients ; RIE 7542

€ change over 1969 3 . + £.4

Total out-patient attendances . 2 35 ¢ 35243
¥ change over 1969

Kew A+f patients
% change over 1589

Total A+E attendances 12921
4 changc over 1969 - g =0 dTh

na = pot available Source SH3




TIBLE 2 AVERAGE DAILY NUMBER OF AVAILARLE BEDS BY SECTOR, ENGLAND £ ‘s

Thous
19¢9 1970 ; 1972 - ; 1981

All specialties’ 428,7 5 5 412.7 96, 7.6 351.5
1
% change - g Uy -18.0

¥ of all beds 100 100

8, ‘903

b, (50.5)

_ g 2 1 =15.9
" all b2 1. 3 4 14,2

Acute surgicalj a. 77.1
' b.(79.1)

£.5 i 3 2 : - 1,4

= ‘ ‘ 21,9

Lwei

& ¢

19.7
L %6 £s : : 55, : 55.5
» change ,,—”"—“d , g 2.8 3. - 2.1

% of all beds 15.8

119.5
-5.2

85.4
-32,2

28.5 2n .2 : V29 ; ) e a4 G 24,3

- ——

::‘5 47.3
-20.6

13.5

18.2
=15.3

5.2

kads

% ciarge (lina 2) is over 199 except Geriatric 1972

Source; SH3

Specialtiss 1210 (19 includes 37 - Rebabilitation now in &) (1579 + =7
- as for 1(,;}; b. 1350 + _':. L\-_‘,' E-_f Ly L"E' 6_E,65,67,63.?5,:‘7. g

vorialties 13-25 (1379 + 53, 54, Y0, 74)

- as for 1973; bt. 1960 + 37, £3, 54, 70, T4.
s:rialeic Medicire, There was a change from Geriatrics ani Chronic Sick to Geriatrics + UYD in 1972, So prior data on Geriatrics is not cozparabie.

ciaities 29, 31, 32 (1779/1580 « 61, }2).

25 + 34 for IP, 25, 27, 34 fer OP,

12l asators do net ad he all Specialty total as cpacialties 12, 28, 25-39 and 0SUs (not re-allocu'el) are omitted.
)

=2 Loreowsd Uror another sp<eiulty was not courted 3s gvailable in the specialty torrowing the bed but was still counted as zvailat
specialty from wiich it was borrowed,




TASLE 3¢ D’ CHARSES AND DEATHS BY SEL"ITJR“J tNGLAND

Thousands

1979

All Jpe-::auies(j)

5400
% change

acute medical

+

= :ha:.,;'e(")

Acute surgical

vy (2)

@ Cliaige

Caristric ,. Comparable

5 (:f.uAse(L} Tig.rves not svailakle

Menwal 11 fde

178

33
+3.3




TAELE 43 THROUGHPUT (DISCHARGES AND DEATHS PER AVAILABLE BED) BY S.".C'I‘C'R{” ENGLAND

(3)

All :;.c:l;‘.té'}.,s

&~ hange

Acute medical p 27.5
: (27.7)

P :!..-.:-.,_7.4{‘} 3.4 B, £ + 55,4
scute surmoezal 36.2
(35.6)
+ 19.5

Cocrarskle 5.0
+ 51.5

igures not svallacle

1.4
0

+100.0

L |
+18.3

[ible 2 for Jdafinitions of sectora

hanges asrs G.er 1963 except Geriatric - 1972




TAELE 5 : AYZRAGE DURATION OF STAY FOR IN-PATIZNT DISCHARGES AND DEATHS BY SECTGH(!) LGLAND

All specialrjes
% cn;uget;}

GF Materniss
B cH;nfvfz]

Source: SH3
(1) For definitica or Sector ze: table 2

(2) AL 3 choncz 15621979 ex.:nt Ceriatrics 1972-79




TABLE 6: NEW OUT PATIENTS 3 BY SECTOR, ENGLAND

Thousands

1979 1980 1581

ALl specia}ties‘ 7 : 2 9 7718 + 7942 68025
€ chunge 2 : 1 6.2 4 + 3.4 + 6.4 |+ 95

Acute Medical 2039,2 2131.3 2146.3
(2181,9) | (2177.2)
+ 5.7 + 10.5 * 113

4628,9 4704.8
| (4628.9) | (4704.8)
+ 1.3 = -

Compurstle figures 43,2

+ 48.5

not availalle

Mental Tlgncss 55 86 187.5
i £ 33 0.2

£ chalge i

Mesntzl Ii.'-.?r;‘:.-'-':}-' = ; 2 . 2.5
$ charg.? . : + 28,0 (

Maternity

¢ chernge-

] 5 » By g Q? . . 727u3
6.6 10 <

= 11.7

AR and E Y o 1 ‘- 9170.2
% c!,‘-_:,‘-_"_2 1.8 + 20.1

Notes 1 Excluding A eni E, also see Table 2 - note 7,
2 % change are over 1969 except Geriatrics (1972).

3 In-patient follow-ups are nct counted as new attendances,




TOTAL OUT=PATIELT ATTENDANTES BY SECTOR, ENGLAND

Thousands

1977

1978

1981

% charge?

1
All specialties

33282

4 G4

33950
§ B.YS

35571
+ 13.7

9614

e 9.5

9971

10317
(10531)
+ 17.5

10489

(10677)
+ 19.5

+ 1.2

+ 3.3

183€7
(1823¢€7
T

18566
(18566)
+ 8,8

Dopparstle figures
not available

233,68
+ 41,4

270.1
63.4

fental Illness

Lr
change’

1640
w108

1618
+ 9.3

1727
16.7

+.te]l Handicap
anpel

ige

20.4
+187.3

20.4

3699
2.3

13047
3.6

13308
1.7

Source;

excludirg A & E also, see Tzble2 - note 7,
Ali % charge over 1969 excepl Geristries 1972
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0 - (1)
A TABLE 8: DAY CASE

(2) (e

ANCES DY SECIOR

Thou.ands

All sp:uialt.u:('}
% change

o 1472
)

Acule medical

&% shaynge over 1472
5

Acute surgical

% change
owwe, 1972
pal)

3 4
Geriatric

4 change
ovgr. 1472

4
Mental 1lluess

i change
ovgr.1972

4
Mentul Hundacap
% chage

ovey. 1472

Matern.ty
¥ change
Qv r,f:\ Tb?f

1

oy
562.1

+ 49.3
9‘5
91.0

+154.9

6.6

ﬁ‘o
+2u0,0

Day cases are defined as persuns who come for lnvestigaliuu, treatment or operation under clinical

dupervision in a plunsed non-cesidenl busis and who veeupy 4 bed which way ve 1n a ward, & day unit or

Buy be & recovery or observation ued,

See Table J ror definition of Seclurs,

PA - Day cases us a percenlage of Jdischarges and dealhs plus day cases,

The figu es for Gerinteics, ML und MH for the Jeura 1Y12-% ure known to be unreliunble due Lo
confusion over the delinitions of o uuy case and a vegular day patient, lofucmation on regulac

day pulients i3 included :n Tablelo,

See Tavle 3 -~ Note 7,
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TAFLE 9 : KEGULAR DAY-PATIENT ATTENDANCES, ENGLAND

Tholisands

19¢9

1976

19786

New Patients

. % change over 1969
Total Atiendances
y ] Criange over 19(9

89.1
+137.6
4671.0
+115,5

101.7
+171,2
498€.7
+130,0

MiNTAL ILLNESS AND

MENTAL HANDICAPZ

'+ New Patients
. B charge over 1969
Total attendances

¥ chiarg= over 199

— o+

O
LS
.

+
R AN RN
.
& OO0 O

AD AN DN
.

40.4
+102.0
2966,2
+ 96,3

43.5
+117.5
3097.9
+105,1

44,6
+123.0
3324 .1
+120.0

tlcdances

it e over 1972

Compp tnsié Fieanls

NeT AvarLAB-E

New Fatients
' % charge over 1972
Total atlendances

% chenge over 1972

38.8
+ B87.4
11721

’
+ 45,0

12,2
+100,0
460,1
+ 96,5

11.5
+ B8,5
551.0

+135.3

10,2
+ 67.2

517.7
+121.1

Source; SH3

Day patients amre defined as those who regularly attend for a course of treatment over a period, who are provided with treatment and care as though they were ir-patisnt
btul who return home at night, Each day'!s atiendance counts as a single atiendance,

e
=1

Prior to 1979, this seclor was Psychialric, so some of the mental handicap patients may have been allocated to "other", In 1979/8B0 Psychogeriatric were re-allocated to MI

Tne figures for Geriatrics, Mentel Illness and Mentul Handicap for the years 1972-75 are known to be unreliable due to confusion over the definitions of a day case and a
regular day pe ienl, (Sece Table 9).
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10 DOWNING STREET

2 February 1983

From the Private Secretary

Deon DAVV),

MANAGEMENT INQUIRY INTO NHS MANPOWER

The Prime Minister was grateful for your Secretary of
State's minute of 27 January and was pleased to see that he has
been able to assemble a high-quality team of businessmen'to undertake
the Inquiry. '

Mrs. Thatcher is content for the Inquiry to be announced by
means of a Written Answer, accompanied by a press statement, but
she would like Mr. Fowler to take account of the following points
in doing so.

Mr. Fowler's detailed brief to Mr. Griffiths and his team
concentrates on manpower numbers. The Prime Minister believes
that overmanning is only the symptom of bad management, and that
Mr. Fowler should make it clear that the central task of the Inquiry
is to '"take a searching look at those general management issues
underlying our concerns'.

The Prime Minister also considers that, if the team are to
use their business experience in an appropriate manner, they will
wish to look at general NHS management issues which are not
specifically covered in Mr. Fowler's detailed brief to them but
which have substantial implications for manpower. The chain of
command within hospitals is the most important of these questions;
and perhaps also such related issues as contracting out and
purchasing policy. It may not be necessary to spell these issues
out in the brief, but Mrs. Thatcher thinks Mr. Griffiths and his
team should be made well aware that they are not debarred from
dealing with them. In particular, the Prime Minister believes
that the questions of authority raised in Graham Turner's important
articles last autumn in the Daily Telegraph should be addressed by
the team if hospitals are to become efficient and properly managed.
The Prime Minister considers that Mr. Turner's articles revealed
a total absence of an effective management system in the NHS.

/ The Prime Mihister

CONFIDENTIAL




CONFI1DENTIAL

Hetea

The Prime Minister wonders whether the team might not benefit
from the addition of a senior NHS consultant with long experience,
such as George Bunton, who would have much to contribute on the
changes in atmosphere and working practices within NHS hospitals.

I am copying this letter to John Kerr (HM Treasury), Muir Russell
(Scottish Office), Adam Peat (Welsh Office), John Lyon (Northern
Ireland Office), Richard Hatfield (Cabinet Office) and Clive Priestley
(Management and Personnel Office).

yubvﬁ hhf‘“O“),

IVL'L\OW{ (b

R

Pavid Clark, Esqg.,
Department of Health and Social Security

CONFIDENTIAL




PRIME MINISTER

MANAGEMENT INQUIRY INTO NHS MANPOWER

Ferdie Mount and I had a word with
you on Monday about the setting up of

the Management Inquiry into NHS Manpower.

You have had advice from Clive Priestley
S —T Ly

(Flag A). Ferdie and I have somewhat
modified this. Content that I write on
the lines of the draft at Flag B?

g—

1 February 1983




N - X pdec

s 0 Ulavit

DRAFT LETTER FROM MICHAEL SCHOLAR TO GRAEME McCABE (DHSS)

UJIANAGEMENT INQUIRY INTO NHS MANPOWER
The Prime Minister was grateful for your Secretary of

State's minute of 27 January and was pleased to see that he has
been able to assemble a high-quality team of businessmen to

undertake the Inquiry.

ro S = p Ly
¥ Lt P awd Mabkaly Wi
rd

7 She wonders whether the team might not benefit from the
fﬁddition of a senior NHS consultant with long experience, such
( as George Bunton, who would have much to contribute on the changes

in atmosphere and working practices within NHS hospitals.
r

Mrs. Thatcher is content for the Inquiry to be announced by
means of a Written Answer, accompanied by a press statement, but
she would like Mr. Fowler to take account of the following points

in doing so.

Mr. Fowler's detailed brief to Mr. Griffiths and his team
concentrates on manpower numbers. The Prime Minister believes that
s iy
overmanning is only the symptom of bad management, and that
Mr. Fowler should make it clear that the central task of the

Inquiry is to '"take a searching look at those general management

e

issues underlyving our concerns'.

/f"l"& FM AT Loni Vin York,

/ If the team are to use their business experience in an
appfopriate manner, they will surely wish to look at general
NHS management issues which are not specifically covered in
Mr. Fowler's detailed brief to them but which have substantial

implications for manpower. The chain of command within hospitals

is ome—of the most important of these questions; and perhaps

also such related issues as contracting out and purchasing policy.
It may not be necessary to spell these issues out in the brief,
but Mrs. Thatcher thinks Mr. Griffiths and his team should be
made well aware that they are not debarred from dealing with them.
In particular, the Prime Minister EEQ}EXGS qhay“Eququestlons of

authority raised in Graham Turner' sLartlcleslln the Daily Telegraph

S
Qégﬁ&ba be addressed 1f hospit e to become efficient and 0
hIJ‘ Pﬂ}‘f"\

properly managed.

Q, ,blﬁ;uédc-. h"ﬂdt;Lfﬁ‘ﬂ"—




31 January 1983

MANAGEMENT INQUIRY INTO NHS MANPOWER

The team which you have identified seems to be highly suitable.
But if they are to use their business experience in an appropriate
manner, they will surely wish to look at several aspects of NHS

management which are not specifically covered in your detailed

brief to them but which have substantial implications for manpower.
Purchasing policy, contracting out, and the chain of command within
hospitals are among the most important of these questions., It may
not be necessary to spell these issues out in the brief, but I think
Mr Griffiths and his team should be made well aware that they are

not debarred from dealing with them.

The Inquiry's enthusiasm for tackling such difficult but crucial
guestions 1is unlikely to be encouraged by the instructions to "build
on initiatives already taken" and "avoid duplicating, for example,
the work of the Royal Commission'. This Government was unimpressed
by and is uncommitted to the findings of the Royal Commission, and

we certainly should not be complacent about the effect of initiatives,
whether taken by this Government or its predecessor. Thus, while the
Inquiry team will obviously wish to concentrate on essentials, it
should not be deterred from asking fundamental questions about the
management of the NHS. And I am sure you will emphasise to

Mr Griffiths and his colleagues your expectation that they will

"take a searching look at those general management issues underlying

our present concerns'.




®9

PRIME MINISTER

Management Inquiry Into NHS Manpower

Do you agree that I should write to Mr. Fowler's Private Office

on the lines of the draft attached to Clive Priestley's minute of
28 January (Flag A)?

Ferdie Mount endorses this approach, and would like, too,
that the inquiry should not be debarred from going wider than
manpower, and should address itself to some of the matters raised
in Graham Turner's articles - for example, the chain of command

within hospitals, and management responsibility. Agree?

31 January 1983
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CONFIDENTIAL

MR FLESHER cc Sir Derek Rayner

MANAGEMENT INQUIRY INTO NHS MANPOWER

We spoke. I attach a draft letter. This follows from
the line Sir Derek Rayner has taken on this exercise as indicated
in my minute to Mr Scholar of 17 January. It is self-explanatory.

2 I should add that I understand privately that Mr Griffiths
is restive about the way the exercise is being set up. He is far
from keen to be associated with a hatchet job on the NHS which he
thinks - rightly in my view - is not the point at all. He wants,
and Sir Derek Rayner agrees with this, an exercise which will

illuminate typical management issues in the NHS, with an emphasis

but not a fixation on manpower.

3. I firmly believe that a statesman like and generous line
is what the Prime Minister would want here and the draft letter
is written accordingly.

PRIESTLEY

28 January 1983

ENC: Draft letter
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DRAFT OF 28 JANUARY 1983

The Private Secretary to the
Rt Hon Norman Fowler MP
Secretary of State for Social Services

MANAGEMENT INQUIRY INTO NHS MANPOWER

The Prime Minister was grateful for your Secretary
of State's minute of 27 January and was pleased to see he has
been able to assemble a good quality team of businessmen to

undertake the inquiry. Mrs Thatcher is content for the

inquiry to be announced /iIn the course of this week/ by

means of a Written Answer, accompanied by a press statement,
but she would like Mr Fowler to take account of the following

points in doing so.

2 First, the Prime Minister thinks it important to
avoid suggesting, in setting up the inquiry, that the NHS

is overmanned. To do so would produce a markedly hostile

il

response from the unions and others but, more important,

it would alienate those medical, nursing and other staff who
worked hard to keep the hospital service going during last
year's dispute and whose support for, or at least acquiescence
in, the review is necessary for its success. It would therefore
be desirable to build as much as possible on the referenzes in

the brief to the use of resources generally and on the

—




CONFIDENTIAL

references to manpower planning in the short and longer term,
playing down or omitting altogether references which appear
to assume that Ministers have already made up their minds

that the NHS is overmanned.

3 Secondly, the Prime Minister notes that a progress

report is invited by the end of June, but that no other

reference is made to timing in the papers. Mrs Thatcher

thinks that there would be merit in setting a term on the

ingquiry, to minimise the risk of its being strung out.
Precise questions of timing are a matter for your Secretary
of State, but the Prime Minister suggests that it would be a
pity to allow the inquiry to extend much beyond the end of

the year.

4. Thirdly, the Prime Minister also notes the possibility

that management consultants may be used in addition to staff

working for the inquiry team. Given the controversial nature
of the inquiry; the complexity of the issues; and the
personal substance and devotion of many working in the NHS

at all levels, the Prime Minister hopes that maximum use will

be made of staff in the NHS, whether to work with the team or

on their behalf to carry out on-the-spot examinations of
particular examples of the use of manpower and other resources.
This would tend both to reduce the hostility of the NHS to

the inquiry and to increase its effectiveness.
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~ 5 - am ¢ ing this to Muir Russell (Scottish Office),

fice), Stephen Boys Smith (Northern

Ireland Office), John Gieve (HNM Treasury), Richard Hatfield

Office) and Cliv Priestley (Rayner Unit).
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Earlier minutes set out my proposal for a Management Ingquiry

into the use and control of Manpower in the National Health

Service. I have concluded that the right man to head the
———————
Inquiry is Roy Griffiths, the Managing Director and Deputy

Chairman of Sainsburys: My view of his suitability is
confirmed by Derek Rayner and by Sir John Sainsbury, who is

e T—— A ——— R
ready to release him part-time. I am glad to say he has

agféed to take on this task.
ik

Following discussion with Mr Griffiths I propose and he

agrees that he should be assisted (initially at least) by

three businessmen, working part-time, and that one of these
—————

should be an immediate past Chairman of an NHS Authority. My

proposals for these are:

- Mr Michael Bett - Board Member for Personnel,
s
British Telecom;

- Mr Jim Blyth Group Finance Director,

_— United Biscuits;
—— e e

- Sir Brian Bailey - Formerly Chairman of South

e —— — N
Western Regional Health Authority.

The businessmen will be supported by a small full-time staff
led by a DHSS Assistant Secretary and including both health

service experience and private sector expertise.

I have given Mr Griffiths and his team a detailed brief and I

e
enclose a copy. As you know, they are not to prepare a

formal report nor will they act in any way like a Royal

1
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Commission or Committee of Enquiry; rather they will be my
advisers, probing into what more we need to do, within
# -

existing resources, to secure the most effective use and
management of NHS manpower and keep a tight control on
numbers. As you will see from the attached brief, I have

already set them a number of detailed questions on manpower,

but I will also expect businessmen of this high managerial

competence to take a searching look at those general
Tanagement issues underlying our present concerns. For
example, to see how the manpower requirements are generated
and controlled they may need to probe how the NHS sets its
service plans and objectives and how the tempo of activities
is controlled. They will also examine the possibilities of
substituting other resources for manpower, and look at

related personnel management and industrial relations issues.

I envisage that Mr Griffiths and his team will go about their

task by identifying major management issues which individual

-=
members will enquire into with the support of full time staff
_— et e—

and? where necessary, of management consultants if they so

choose. Mr Griffiths will then feed back advice as their
enquiries proceed, on timetables agreed with me, so that
they can make an early impact on our management of the NHS.
I have asked him, in any event, to advise me on progress by

the end of June.

I aim to announce the setting up of the inquiry team next
week by inspired Written Answer accompanied by a press
statement.

I am copying this minute to the Secretaries of State for

Scotland, Wales and Northern Ireland, the Chief Secretary,

Sir Robert Armstrong and Sir Derek Rayner.

27 January 1983

CONFIDENTIAL
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MANAGEMENT INQUIRY INTO NHS MANP WER

The reason for appointing a team

1 The Government has taken action to streamline NHS organisation, strengthen
local management and eliminate unnecessary bureaucracy. Over the last year the
Secretary of State has taken fFurther initiatives to strengthen the use and

control of manpower - through timely supply of manpower information on a quarterly
basis (from a now fully computerised information system), new arrangementsfor
setting health authority manpower targets within a strengthened system for setting
objectives and securing accountability for their achievement.

2% He has not however been able to allay concern over NHS manpower levels and
he is not yet satisfied himself that enough has been done. He has accordingly
announced his intention to appoint a small team of people from industry to carry
out a management inquiry into the use and control of manpower.

3, The team will help the Secretary of State and the Department in carrying
out their strategic functions for deciding the resources to be allocated to the
NHS, for setting strategic objectives and establishing systems to secure those
objectives.

4. Tt will build on initiatives already taken, will help Ministers to use the
systems already established and advise on what changes are needed.

5. The team will undertake a closely focuss&imanagement inquiry and not a wide
ranging, deliberative inquiry. Nor will it be a further review of the organisation
of the NHS.

6. 1+ is not intended to change the key management role of the new District
Health Authorities. They will remain fully responsible for managing the resources
allocated to them.

7 The inquiry, although not concerned primarily with the role of the region,
may have changes to suggest in- the regional planning, monitoring and account-
ability functions.

8. The inquiry will be separate from but will need to take account of the various
initiatives designed to help NHS management (eg the Rayner scrutinies and pilot
schemes for a management advisory service) and may have views on the future pattern
of central and regional initiatives.

Questions to be answered

9. The detailed questions to be consideredDby the inquiry will be for discussion
with the person appointed to lead the team. But it is expected to give an
independent view on some Or all of the following:

e To what extent the hospital and community health serxrvices are OVer-
manned and where; i

b. that more should be done by the Secretary of State and by the services
to identify and correct over-manning and on what time scale;

(=] How fast will this produce savings which can be redeployed on such
purposes as Ministers decide;

CONFIDENTIAL




In particular

d. What would be realistic targets to set for different staff groups
(i) in the period up to 1984-85; (ii) in the longer term;

More specifically

e. How should the Department deal with the regional manpower targets
for March 1984 due to be submitted by March 1983.

E. What are the main processes by which targets should be set and their -
achievement secured and what action should be taken by the Secretary of
State and the Department to help in those processes;

g. What are the processes by which manpower levels for later years should
be decided and what guidance should be given to the NHS;

R What are the implications for industrial relations and how should these
be handled. 3

Methods of proceeding

10. The Chairman and the team will need to consider the approaches to be adopted
but these may include:- '

a. Reviewing existing management and control systems and the work that
the Department and health authorities have already done in promoting efficiency
including

1 Study of the use of resources in the NHS and reasons for increases

in staff;

33 Experience with setting targets for efficiency savings;
iii. The progress with use of performance indicators;

iv. Experience of annual reviews of performance;

V. The new manpower returns;

vi. any findings emerging from management advisory services studies

and Rayner scrutinies.

b. Discussion with Health authority chairmen of the problems as they see
them and of any help they need.

C More generally,obtaining views from the NHS, health authorities,
professional organisations and trade unions (it will be necessary to keep
this part of the exercise within manageable limits and avoid duplicating,
for example, the work of the Royal Commission) ;

s Considering external criticism from Mernbers of Parliament and others;
e. Carrying out sample enquiries in particular districts to find out how
manpower levels have been arrived at, what the reasons are for growth,

how well justified they are, what the arrangements are for review and what
would be the likely consequences of reducing manpower levels.

CONFIDENTIAL
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of State, Minister for

11. The team will have direct access
. work closely with them

Health and Senior officials. We envisage that i
in reviewing and developing initiatives and it will feed in ideas and advice

as it goes along.

Membership of team

12. Membership will be discussed with the chairman but we envisage it will include

a small number of people ‘from industry at board member or 'second-in-line level
with a mixture of general management, finance and personnel experience.
precise .number may depend in part on how much time the individuals can give).

(The

A staff officer has been selected to organise departmental support for the team.

CONFIDENTIAL




MR. SCHOLAR

I would strongly support the appointment of Roy Griffiths,

Deputy Chairman and Managing Director of Sainsbury's, to

Chair the Management Inquiry into NHS manpower. I have
seen Roy Griffiths on a number of occasions and have talked
to him at length over the past two years. He should be an

excellent appointment, perhaps one of the best we can make.

ALAN WALTERS




APPOINTMENTS IN CONFIDENCE

Ref. A083/0275

MR SCHOLAR

You are expecting a submission from the
Secretary of State for Social Services,
recommending the appointment of

Mr Roy Griffiths, the Deputy Chairman and

Managing Director of J Sainsbury Ltd to chair

the management inquiry into NHS manpower.

2. From all I know of Mr Griffiths he should
be an admirable choice, and I recommend the

Prime Minister to approve his appointment.

,)r

ROBERT ARMSTRONG

25 January 1983

APPOINTMENTS IN CONFIDENCE
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for information

Mrs Brown (PS/LPS)
Mr SCHOLAR Sir Robert Armstrong
k// Mr Cassels
A Mr Peterson

MANAGEMENT INQUIRY INTO NHS MANPOWER

As I mentioned when we met by chance at lunch-time, the
Secretary of State for Social Services has obtained the agreement
of Mr Roy Criffiths, the Deputy Chairman and Managing Director
of J Sainsbury Ltd, to chair the inquiry, subject to the approval
of the Prime Minister. Sainsbury's are keen for Mr Griffiths
to undertake this assignment.

Cie A submission will be coming forward from the Department
to you later this week. ©Please let me know if you need advice
on the coverage and presentation of the inquiry.

3. You may like to know that Mr Fowler's first choice as
chairman, Mr Basil Collins, backed out because he thought that
an inquiry now would cause more disaffection within the NHS

and much political trouble. While making up his mind, he saw
Sir Derek Rayner, who told him that the subject was important;
that DHSS would provide him with the support he needed; that

the issues were not party issues; and that as they must be
tackled some time, theymight as well be tackled now.  Sir Derek's
conclusion was that a failure to secure Mr Collins's services
would not be disastrous to the enterprise.

4. Sir Derek has made enquiries - necessarily oblique -
about Mr Griffiths, who is in effect his oppositenumber at
Sainsbury's and whom he does not know personally. His view
is that Mr Griffiths, being a senior man in a successful and
dynamic company, must have contributed to that success and
dynamism and be a person of substance.

O, On the presentation and substance of the inquiry you
may like to know that Sir Derek Rayner takes the view that:

(1) There is the risk of an adverse reaction if
the inquiry is set up on the explicit assump-
tion that there is over-manning in the NHS.
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NHS MANPOWER ENQUIRY

b
Thank you for your letter of 20 December enquiring about progress on the
management enquiry into the use and control of manpower in the NHS.

On terms of reference, the Secretary of State still envisages that the en ry
will cover the ground set out in the note attached to his minute of 4 ober
and he proposes to settle the precise terms of reference in discussion with the
Chairman when he has been selected T ——

On membership, the Secretary of State noted the Prime Minister's doubts about
whether his lead names would be willing to serve and has been taking extensive
soundings to find more promising candidates. He has been helped by

Sir Derek Rayner and Pro-ned, the private sector organisation which finds non-
executive OIPECTOTE TOr company boards, as well as by the public appointments
unit and other Government Departments. He has a number of very suitable names
with a good range of relevant experience, which he proposes to discuss with the
Chairman designate.

His front runner as Chairman is Basil Collins, who is aged 59 and is in his last
year as Deputy Chairman and GrodpP=enIer’Executive at Cadbury Schweppes and who has
recently been appointed to the Board of British Airways. He has achieved outstanding
success in drastically slimming down the work-force in the profitable Cadbury
Schweppes consortium, with a strike-free industrial relations record. His track
record is first-class in the kind of high technology/manpower intensive field we
are concerned with. He also, incidentally, has useful health service background
as Chairman of the Finance Committee of the Royal College of Nursing. Informal
soundings without commitments suggest that there are good prospects that he would
be willing and available. He hopes to have discussions with his Chairman and with
Sir Derek Rayner and will let us know in early January whether he will be willing
to help.

The second choice, who has not yet been sounded, is Roy Griffiths, the Deputy
Chairman and Managing Director of Sainsbury. ——
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Either Collins or Griffiths would have to operate as part-time leader of the

Team. Derek Rayner suggested, and my Secretary of State agrees, that since this
is likely to be the only way of getting the calibre of man we want, we should
support him with three or four other part-time outsiders each of whom would, under
his direction, look at a particular aspect.

The Secretary of State will want to discuss the method of working with the
Chairman and the team but he envisages that they will review initiatives already
in hand; give advice on where more effort and changes of direction are needed;
identify particular topics and problems on which more detailed work is required;
and agree with Ministers deadlines appropriate to the particular tasks - these
might vary from a week or two to six months or more depending on the topic and
its complexity.

%M LD -e )
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Kdondan A

D J CLARK
Private Secretary
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10 DOWNING STREET

From the Private Secretary 20 December 1982

NHS MANPOWER INQUIRY

The Prime Minister would be grateful to know of the progress
your Secretary of State is making in setting up the membership
and terms of reference of the National Health Service Inquiry.
She has asked what deadline or deadlines members of the Inquiry
would be given for the submission of their reports, and whether
Mr. Fowler is having any success in identifying a Chairman who
would not be too closely associated with any of the medical

institutions.

Could you provide a progress report before this week is out.

HJ;hR

David Clark, Esq.,
Department of Health and Social Security.
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17 December 1982
Policy Unit

PRIME MINISTER

NHS INQUIRY

I am rather anxious about the progress of Norman Fowler's setting-
up of the NHS Inquiry.

Are they looking for the right Chairman? Basil Collins, Deputy

Chairman of Cadbury-Schweppes, the leading candidate, has strong

connections witg_the Royal College of Nursing. But would he meet

your criterion of knowing about the running of hospitals? Would you

like to suggest other names, at least as members of the Committee,

eg George Bunton of University College Hospital; or Hugh Elwell,
a consultant to PPP with wide experience and connections both in

the NHS and in the private sector (he was one of the outsiders on

the DHSS Committee on alternative financing of the NHS)?

Will the terms of reference be sufficiently wide-ranging? The
""Management Inquiry into NHS manpower' described in Norman's Annex

of 5 October would not appear to cover the sort of topics you

mentioned to him and Treasury Ministers last Tuesday in your discussion
on long-term public expenditure - such as privatisation of the general

ophthalmic and dental services.

We understand that the Inquiry is expected to start work in the New
[ E——————— e

Year and that its probable timescale would be about a year, although

the team will be asked to make specific recommendations for action
as they go along, and to supervise the carrying-out of their
suggestions.

This recommend-as-you-go approach does have advantages, but I

believe fﬁéy should have a firm deadline to concentrate their minds.

I think it might speed things up if Michael Scholar wrote to the
DHSS expressing the hope that:

(a) the membership and terms of reference might be settled soon;

M

(b) the Inquiry would be given a deadline for the completion of

its wé?kff




the membership would include people who had experience of

hospital management, both in the NHS and the private sector

(perhaps mentioning Bunton and Elwell);

its terms of reference should be wide-ranging and should
cover not only manpower but management and efficiency in the

widest sense. We attach a potential draft.

FERDINAND MOUNT




. DRAFT TERMS OF REFERENCE

We suggest that the terms of reference might be on the following

lines:

"The management Inquiry into the National Health Service
will consider all questions concerning the management,
manpower, efficiency, operations and costs of the National
Health Service which its members deem advisable, and all
questions submitted for their consideration by the Secretary
of State.

"In particular, the Inquiry will consider the following

matters:

"Methods of improving the management structure of the NHS;
the need for a more formal system of accountable line-
management; the balance between the Departments, the Regions,
the Districts and the general practitioner network in the
light of the recent reorganisation; the division of
responsibilities between health authority members and

permanent officials.

"The finances and costs of the NHS; identification of
savings to be made; identification of the data necessary
for effective financial control and of the methods of
collection and analysis of the data; establishment of such
standard methods of cost-control as unit-costing and cost-
comparisons of medical interventions; budgeting of future
current expenditure to be incurred as a result of present
or planned capital expenditure; the costs incurred outside

the NHS resulting from changes within the NHS.

"The manpower of the NHS; the numbers employed in relation
to the number of patients treated; ways of making
significant reductions in manpower costs; manpower targets
for March 1984 and beyond.

"The balance in the provision of health care between the
public sector and the private sector; the scope for further
privatisation and contracting-out; the possibilities of
attracting private funds into the public sector."




It may be suggested that such comprehensive and detailed objectives

cannot reasonably be met by a small inquiry team working for a
limited period. However, in the private sector it is commonplace
for such reviews to be carried out quickly, with the aid of

management consultants if necessary.

It may also be suggested that so wide-ranging a review would amount
to yet another reorganisation of the NHS when there have been too
many already. We consider that the terms of reference set out
above would not necessarily lead to a wholesale shake-up, but would
reveal many major areas in which, without substantial dislocation,
considerable increases in efficiency and decreases in costs could
be achieved. We hold the initiative now that ' the NHS dispute is

over, and we should strike while the iron is hot.




10 DOWNING STREET

THE PRIME MINISTER 11 October 1982

L

I have discussed with Norman Fowler your proposal for an

inquiry into the affairs of the National Health Service. We have
concluded that a wide-ranging and necessarily time-consuming inquiry
into all aspects of NHS management and organisation would take us
forward neither fast nor far enough. =~ There have already been two

ma jor, independent inquiries over the last decade, one by management
consultants in the early '70s and another by a Royal Commission from
1976 to 1979, and I do not want this Government to add to the stockpile

of analyses, but to drive forward a programme of reform.

Norman Fowler has already taken a number of initiatives to this
end over the last year, directed in particular at the use and control
of manpower. The new District Health Authorities, which have this
year taken over the local management of the Service, will work
within a much tighter system for setting objectives and securing
accountability for their achievement, The planning and control of
manpower has been strengthened through timely supply of manpower
information which will now be on a quarterly basis, and by the
introduction of new arrangements for setting Health Authority
manpower targets and use of performance indicators in reviewing

manpower levels,.

A good deal of use has already been made of mdnagerial and

specialist expertise from outside the Service - for example, by

appointing people from industry and business as chairmen of the new

/ Health




Health Authorities, and in the programme of management scrutinies

being developed under the guidance of Sir Derek Rayner.

The right course now, in my view, is to build incisively
on the action that has already been taken. Accordingly Norman

Fowler proposes to follow this up shortly with the establishment

of a major manpower inquiry, which will bring in a _high level

outsider supported by his own team and management consultants

to help him drive these initiatives forward and to'assess what

more is needed.

The emphasis needs to be on effective action for the future,

but Norman Fowler will also be making available shortly to the

., relevant parliamentary committees an analysis of the use of

resources in the NHS responding to questions which you and other
parliamentary colleagues have rightly been asking. This work
will also be available to and come under scrutiny by the managec-

ment inquiry.

I attach a table of data as a foretaste of this: it shows
what massive increases there have been in our investment in the
NHS over the past 20 years, how the manpower has grown in
consequence and how the nature of the service being given to the
public has also changed, with an especially big growth in day
patient activity. This is the field which the management inquiry
will need to work over very thoroughly, for as you point out
the potential benefits from greater economy in non-medical manpower

are very large.

You also seek an inquiry into the performance of the Exchequer
and Audit Department in regard to National Health Service matters.
The main responsibility for the detailed National Health Service
audit lies not with the Comptroller and Auditor General but
with the statutory auditors appointed by the Department of Health
and Social Security. Norman Fowler has recently set in hand
a review of these arrangements. He also has under review the

accounting conventions.

/ So far as




So far as the performance of the Comptroller and Auditor
General and the qualifications and effectiveness of the Exchequer
and Audit Department are concerned these are matters which have
been extensively reviewed over the last few years. Substantial
changes have been made, and particularly, the Department has

obtained more qualified staff and continues to do so.

The Comptroller and Auditor General reports to Parliament,
who refer his requests to the Public Accounts Committee and you
can of course make your criticisms known to that Committee.

The Government has often enough been accused (and wrongly) of
interfering in the Comptroller and Auditor General's conduct of
his responsibilities. On a matter of this sort it must be for
the Public Accounts Committee, rather than for the Government,
to respond to you. In all these circumstances, I believe it
would be wrong to set up a new inquiry into the past performance

of the audit machinery.

"

Q‘jm

Ralph Howell, Esq., M.P.




Ai'SQiA.

Hospital Services

In-patient cases’ (including day cases)
Increase during period (% change)

Out-patient attendances (including
accldent emergency
Increase during period (% change)

Regular day patient attendances
Increase during period (% change)

Communi ty Health Services

Bealth visiting - cases attended
Increase during period (% change)

Bome nursing - persons nursed
Tncrease during period (% change)

+ 4,035 ST~
.9 136(28%)  564(3%)

40,133 46,260
6,127(15%) -787(-2%)

445 2,839
2,394(538%) 1,832(65%)

/A 4,201
N/A -314(-7%)

1,341 1,670
329(25%) 1,110(66%)

45,473

5,735 w 6,341
606(13%)

: _48,29
2,823(8%%)

4;671 5,289
618(175%)

3,887 5,817
-70(-2%%)

2,780 3 421
641(30%*)

Rospital and Community Health” Services
Activity £ - % change

26% 5 %

12+ s;ail

Vanpower (whole-time equivalent**)

Medical ‘and dental
Increase during period (% change)

Nursing and midwifery
Increase during period (% change)

?
Professional and technical
Increase during period (% change)

Administrative and Clerical
Tncrease during period (% change)

~ Ancillary

Increase during period (% change)
Others :
Increase during period (% change)

b Al

8(42%) 6(22%)

309
70(29%)

51(17%)

39
13(33%)

69
26(38%)

"~ 14(56%)

" 22(47%)
168
26(18%) 6(4%)

21

6(19%) 5(14%)

360 _
28(8%)

52 63
T 11(21%)
105
10(11%),
vy B )
~2(=1%)

42 45
3(T%)

95

Total NHS directly employed staff
Increase during period (% change)

. 648
145(29%) 107(17%)

755
56(7%)

Expenditure (£ million November 1980 prices)

1

!

NHS gross current expenditure
Increase during period (% change)

N/A 7618.8

X/A 1193.1(16%)

v 8811.9

L 9609.5
797.6(9%)

/‘/*/*‘ see notes overleafl
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Notes

+ Statistics on day cases are not available prior to 1972. The same growth rates
have been assumed for day cases and in-patients before this date.

* The growth rates given here relate to the period 1976-81 to enable comparison
with manpower and activity figures. Activity figures for 1981 are not yet
available and the votes have been based on an extrapolation of trends in 1976

to 1980. "

¢ This combined growth rate has been derived by weighting the rates of change
in the various services by their expenditure share in the base year 1980.

** Figures for 1981 (except Medical and Dental) are provisional. All figures
exclude DEB and PPA staff, locum medical/dental staff, agency nursing staff and
nursing cadets. The exclusion has been necessary to comtruct a consistent
series covering the period 1961 to 1981. The figures used here cover over 97
per cent of NHS staff in 1971 and 1981.

Figures prior to 1974 have been adjusted to reflect the changes in 1974 when local
authority staff providing community health services were incorporated into the NHS.
Adjustments have alsc been made to reflect changes in the basic working week
between 1961 to 1981. Mr Howell's analysis of manpower/acitivity figures are
misleading for a number of reasons.

-1 Figures quoted by Mr Howell for the years 1960, 1970 and 1980 are a mixture
of headcounts and whole-time equivalents. The proportion of part-time staff has
increased significantly since 1960. (For example the headcount figure of 1,228,000
for the UK in 1980 is equivalent to 990,000 wte).

ii. Mr Howell has treated the transfer of staff from local authorities in 1974 as
a true increase without adjusting the figures for earlier years and figures through-
out have not been adjusted to take into account changes in working hours.

iii. In comparing these manpower figures to occupied beds over the period, Mr Howell
is concentrating on one area of patient activity only = in-patient, and ignoring
other areas (eg out-patients, day: cases, day patients, community services) which
have expanded over the period. More importantly beds are not a good measure of
activity. As the activity figures show, more patients have been treated through

a reducing number of beds resulting in a more intensive use of resources and lower
average costs per 'case. The aim of the NHS is not to fill beds but to treat more
patients and this is not reflected in the bed figures.




10 DOWNING STREET

From the Private Secretary 5 October, 1982

Management Inquiry into the National Health Service

The Prime Minister was grateful for your Secretary of
State's minute of 4, October about the proposed Management
Inquiry into the National Health Service.

She has commented as follows:

"I doubt whether your lead names will be willing to
serve. Surely we need someone who knows about
running hospitals."

I am copying this letter to John Kerr (Treasury),
Muir Russell (Scottish Office), Adam Peat (Welsh Office),
John Lyon (Northern Ireland Office), John Gieve (Chief Secretary's
Office) and Richard Hatfield (Cabinet Office).

M. C. SCHOLAR

D. J. Clark, Esq.,
Department of Health and Social Security
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When we met on 8 September, we agreeﬁ that it would be right to have

an independent management inquiry into the non-medical staffing of

the National Health Service.

—

I propose the appointment of a top industrialist (who might have to

be part-time) supported by a fuii—time tealh of four drawn from inside

——— iy

and outside the NHS. I would expect him to call upon management

consultants, for which I can find the necessary resources.

The aim of the inquiry will be to help me to secure more efficient
management of manpower in the NHS. It will build upon the initiatives
I have already taken to strengthen the planning and control of manpower
and to call health authorities to account for their performance against
agreed objectives. Annex A to this minute sets out the kind of ground
which I expect it to cover and the way in which I envisage it might
proceed, but I would not want to finalise this until I have secured the
services of the outside leader of this inquiry and can discuss it with
him.

The choice of person to head the inquiry will depend in part on who of

those suitable has the time available. Ideally I am looking for

someone with substantial and successful experience in the management of
large-scale enterprises which combine high technology with large-scale
manpower requirements. I would like him to be able to spend several
days a week over a six to nine month period, but in practice I micght
have to settle for someone of the right calibre who could give less
time but could carry out the task by using a rather larger supporting
team.

I propose to take soundings of the following, who have either recently
retired or are known to be ready to take on additional public

commitments:

Sir David Orr - recently retired Chairman of Unilever

and part-time Chairman of the AFRB;

1
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Mr Robert Haslam - shortly to retire as Deputy Chairman
of ICI;

Mr Leslie Pincott - former Managing Director of Esso and

Chairman of Stone Platt;
Mr John Raisman Chairman of Shell UK.

The names are in order of preference. If it proves necessary to look
for someone still heavily committed in industry but who might, with
support, head the inquiry with a limited amount of time available, I

would sound:
Sir Hector Laing - Chairman of United Biscuits;
Mr F Whiteley - Personnel Director of ICI;

Mr M Betts - Personnel Director of British Telecom,
formerly of BBC and of GEC.

I do not think there is any point in seeking to defer an announcement
of the inquiry until we have resolved the NHS pay dispute and believe
we should seek to find a suitable person to head the inquiry. I would
also like to "trail" the announcement in my Party Conference speech.

If you are content I will proceed with soundings and report progress.

—_— -—

I am sending copies of this pinute to the Chancellor of the Exchequer,
the Secretaries of State fof Sé&iland, Wales and Northern Ireland, the

Chief Secretary and Sir Robert AJm rﬁrg.

\

4 October 1982 NF

2
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MANAGEMENT INQUIRY INTO NHS MANPOWER

Questions to be answered

1.  The detailed questions to be answered by the inquiry will be for discussion
with the person appointed. The following are the kind of questions on which the
inquiry is expected to give an. independent view.

a. To what extent the hospital and community health services
are over-manned and where;

b.  What more should be done by the Secretary of State and by the
Service to identify and correct over-manning and on what time scale;

e How fast will this produce savings which can be redeployed on
such purposes as Ministers decide;

In particular

d. What would be realistic targets to set for different staff groups (i)
in the period up to 1984-85; (ii) in the longer term;

More specifically

e. How can existing standards of patient care be provided by fewer
staff, in order to release resources for needed service improvements.

: What are the main processes by which the regional manpower targets
for March 1984 due to be submitted by March 1983 should be set and their
achievement secured and what action should be taken by the

Secretary of State and the Department to help in those processes;

g. What are the processes by which manpower levels for later years
should be decided and what guidance should be given to the NHS.

h.  What further initiatives should be taken to promote efficiency
in the service.

e What are the industrial relations implications of increasing
efficiency and how can these best be handled.

Reasons for the proposals

Z. The Government has taken action to streamline NHS organisation, strengthen
local management and eliminate unnecessary bureaucracy. Over the last year the
Secretary of State has taken key initiatives to strengthen the use and control
of manpower - through timely supply of manpower information on a quarterly basis
(from a now fully computerised information system), new arrangements for setting
health authority manpower targets within a strengthened system for setting
objectives and securing accountability for their achievement.

1
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3 He has not however been able to allay concern over NHS manpower levels
and he is not yet satisfied himself that enough has been done.

4. The inquiry will help Secretary of State and the Department in carrying
out their strategic functions for deciding the sources to be allocated for the
NHS, setting strategic objectives and establishing systems to secure those
objectives.

s It will build on initiatives already taken, will help Ministers to use the
systems already established and advise on what changes are needed.

6. The inquiry will be a closely focused management inquiry and is intended
to maintain the key management role of the new District Health Authorities.
They will remain fully responsible for managing the resources allocated to
them. Whether changes are needed in the objectives set and advice glven to
them will depend on what the inquiry finds.

il The inquiry while not concerned primarily with the role of the region
may have changes to suggest in the regional planning, monitoring and account-
ability functions. It might, for example, have suggestions for adjusting the
allocations made by the Department to Regions, or by Regions to Districts, by
reference to the scope for differential efficiency savings.

8. The inquiry will be separate from but needs to take account of the various
initiatives designed to help NHS management (eg the Rayner scrutinies and the
pilot schemes for a management advisory service).

9. . The inquiry is not intended to deal with clinical matters as such, but

will be concerned with the consequences of clinical considerations and decisions
in relation to manpower requirements. It will be necessary for the inquiry to
have access to informed professional (including medical) advice on clinical
matters. They will be able to obtain this from the Department's professional
staff and through them, as necessary, from the appropriate professional

bodies.

Methods of proceeding

10. It will be for the person holding the inquiry to decide the approaches to
be adopted but these may include:-

a. Reviewing the work that the Department and health authorities have
already done in promoting efficiency and improving management and control

systems including

1. Study of the use of resources in the NHS and reasons
for increases in staff;

ii. Experience with setting targets for efficiency savings;

iii. The progress with use of performance indicators;

2
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iv. Experience of regional reviews;

V. The new manpower returns;

vi. Any findings emerging from MAS and Rayner scrutinies.

b. Obtaining views from the NHS, health authorities, professional
organisations and trade unions (it will be necessary but difficult
to keep this part of the exercise within manageable limits and avoid
duplicating, for example, work of the Royal Commission);

c Considering external criticism from Members of Parliament and others;

d. Carrying out sample enquiries in
how manpower levels have been arrived
how well justified they are, what the
what would be the likely consequences

Supporting teams

particular districts to find out

at, what the reasons are for growth,
arrangements are for review and

of reducing them.

11. The supporting team will need to be discussed with the person appointed
but we envisage a team of four of youngish high calibre people. One from the
Department and three others on secondment from Treasury/MPO the NHS and the
private sector. They would be able to commission management consultants.
They will also be able to draw on the professional and specialist services of

the Department.

3
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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

M Scholar Esq %F October 1982
10 Downing Street

You wrote to me on 6 Septeémber, enclosing copies of letters which the Prime
Minister had received from Mr Ralph Howell MP, proposing an Inquiry into the
National Health Service.

The Prime Minister and my Secretary of State discussed the question of an
independent Management Inquiry at their meeting on 9 September. They agreed

that what was needed was a Management Inquiry which would build on the initiatives
already taken by my Secretary of State and would formulate and introduce a
progressive programme of action supplementing those initiatives. They agreed

that it would not be profitable to have a wide-ranging analytical inquiry, which
would require extensive consultation and offer no prospect of early action. My
Secretary of State has now submitted a formal proposal to the Prime Minister -

his minute of today.

My Secretary of State originally proposed to announce the Management Inquiry when

the NHS dispute had been settled. Since this is not now immediately in prospect

he is inclined to announce the intention to have an Inquiry as soon as possible.

It will not be practicable to make a full announcement, however, until the leader
has been secured and consulted, so he would not propose to refer to it in more

than general terms. I accordingly attach a suggested draft reply to Mr Howell

which indicates that a further initiative is being considered without being specific:
we assume that it would go soon after any general announcement.

The table referred to in the draft reply is the one that Sir Kenneth handed to you
when he visited No 10 with the Secretary of State and I enclose a further copy

(very slightly amended) .
!/

D J CLARK
Private Secretary
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SUGGESTED QEAFT REPLY TO MR HOWELL

I have discussed with Norman Fowler your proposal for an inquiry
into the affairs cf the National Health Service. We have concluded
that a wide-ranging and necessarily time-ccnsuming incuiry into all
aspects of NHS management and organisation would take us forward
neither fast nor far enough. There have already been two major,
independent inquiries over the last decade, one by management
consultants in the early '70s and another by a Royal Commission
from 1976 to 1979 and I do not want this Goverﬁment fo add to the

stockpile of analyses, but to drive forward a programme of reform.

Norman Fowler has already taken/a number of iﬁitiatives to this

end over the last year, directefl in particular at the use and control
of manpower. The new District [Health Authorities, which have this
year taken over the local management of the Service, will work within
a much tighter system for settfing objectives and sécuring
accountability for their achigvement. The planning and control of
manpower has been strengthened through timely supply of manpower
information which will now bejon a quarterly basis, and by the
introduction of new arrangements for setting Health Authority manpower

targets and use of performande indicators in reviewing manpower levels.

A good deal of use has alrealy been made of managerial and specialist
expertise from outside the Service - for example by appointing

people from industry and busﬂness as chairmen of the new Health
Authorities,?}n th programmé_of management scrutinies being
developed under the ¥uidance pf Sir Derek Rayner@énd in—the
experimental use of c ercial auditors for the audit of the

National Health Service\accoun'ts/

The right course now, i i is to build incisively on the

action that has already been\taken. Accordingly Norman Focwler proposes




to follow this up shortly with the establishment of a major

manpower inquiry, which will bring in a high level outsider
supported by his own team and management consultants to help
him drive these initiatives forward and to assess what

more is needed.

The emphasis needs to be on effective action for the future, but
Norman Fowler will also be making available shortly to the relevant
parliamentary committees an analysis of the use of resources in

the NHS responding to questions which you and other parliamentary
colleagues have rightly been asking. This work will also be

available to and come under scrutiny by the management inquiry.

I attach a table of data asaforetaste of this: it shows what
massive increases there have been in our investment in the

NHS over the past 20 years, how the manpower has grown in
consequenceand how the nature of the service being given to the
public has alsc changed, with an especially big growth in day
patient activity. This is the field which the management enquiry
will need to work over very thoroughly, for as you point out the
potential benefits from greater economy in non-medical manpower

are very large.




CF (4K
Plbv. e PHSS gt
MLs 23[9

l-rtﬁlﬁllr}' Chambers, Parliament Street, SWIP 3AG
Q1-233 3000

M C Scholar Esqg.

Private Secretary

10 Downing Street

London SW1 22 September 18982
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In your letter to David-Clark of & September about Mr Ralph
Howell's letter of 31 August to the Prime Minister you asked
for a contribution from the Treasury touching on Mr Howell's
Exchequer and Audit Department points. I enclose that
contribution.

2. The Exchequer and Audit Department was the subject of a
Management Review in 1978 which has led and is leading to
considerable changes. Training for professional qualifications
is being given special attention and the number of qualified
staff is increasing all the time.

3. The role of the C & AG has also been the subject of much
Parliamentary attention over several years and the Government's
White Paper on the subject (Cmnd 8323) which, inter alia, left
the NHS arrangements as they are, was not well received.
Delicate neogitations are still in progress over this White
Paper and a new review now would be positively embarrassing.

4, Finally, Mr Howell has not sent you all of his correspondence
with Mr Downey about the provision of information. We have seen
other letters which indicate that Mr Downey has done as much as
he properly can to satisfy Mr Howell. The point at issue here
is whether the C & AG may use information derived from his
access to departmental papers for purposes other than his audit
reports to Parliament and the PAC. The Government's forthcoming
reply to the TCSC will specifically reject this. If MP’s want
information about departments’ business they can and should
obtain it from those departments or their Ministers. Mr Howell
says that he has written to Sir Kenneth Stowe, as Mr Downey
advised, and we understand that he has had a full reply from
him.

5. For all these reasons the draft reply,which has been cleared
by the Financial Secretary,declines Mr Howell's proposals, but
sympathetically.

B. I
(CPRS

am copying this letter to David Clark (DHSS), Gerry Spence
) and Richard Hatfield (Cabinet Office).

-‘-J'L/U\ IK:-,,QL{
JILL RUTTER

\r"\__"}‘-u s,




DRAFT REPLY ON E & AD ASPECTS OF
MR HOWELL'S LETTER OF 31 AUGUST

Vi
The main responsibility for the detailed NHS/audit lies not
With the)&—&AC but with the statutory auditors appointed
by the ﬁepartment of Health and SOcial Security. Norman
Fowler has recently set in hand a review of these arrangements.

He also has under review the accounting conventions.

2. As for M:/Egypeyaé response toniig;/qhestimns about lin
losses he_isin fact right to poi you in the directio
th;xﬂggggzﬁent for the answer o your guestions and

that you have approached S&r Kenneth Stowe accordingly.

3. So far as the performance of the Comptroller and Auditor
General and the qualifications and effectiveness of the
Exchequer and Audit Department are concerned these are matters
which have come under full review over the last few years.
Substantial changes have been made, and particularly, the
Department has obtained more qualified staff and continues

to do so.

4., I am sure it would be wrong to set up a new inquiry into the
past performance of the audit machinery, 'though I understand
the feelings which led you to suggest it. The C & AG reports
to Parliament who refer his requests to the Public Accounts
Committee and you can of course make your criticisms known to
that Committee. The Government has often enough been accused
(and wrongly) of interfering in the C & AG's conduct of his
responsibilities. On a matter of this sort it must be for the

PAC to respond to you, rather than the Government.




M. C. SCHOLAR
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I attach copies of 2 letters which the Prime Minister has
received from Mr. Ralph Howell MP, following her meeting with him
early last month. You will see that Mr. Howell proposes that the
Prime Minister set up an immediate Inquiry into the National Health
Service, that the Inquiry should be carried out by independent
outsiders, and that it should also examine the performance of the
Exchequer and Audit Department.

The Prime Minister has commented that she has great sympathy
with Mr. Howell's views; and, as you know, she has deployed on a
number of occasions recently some of the figures which he has
produced. She has also further commented that a management Inquiry
may be a good idea for: the Health Service. The Prime Minister has
it in mind that the Cabinet discussion of longer term public
expenditure options (set for Thursday, 9 September) may well throw
up some suggestions as to how Mr. Howell's proposals might be replied
to; she has also considered the possibility of asking the CPRS to
conduct an Inquiry into efficiency in the public service, not only
in the National Health Service, but also in the other public welfare
services. It seems clear, however, that a CPRS Inquiry on these
lines would not meet Mr. Howell's concern; particularly if, as would
seem desirable, such an Inquiry would need to be confidential within
the Government.

I would be grateful if you could let me have a draft reply
for the Prime Minister's signature as soon as possible after the
discussion on 9 September. I would be grateful, too, if Jill
Rutter (HM Treasury), to whom I am copying this letter and attachments,
would let me have a contribution to the draft reply touching upon
Mr. Howell's Exchequer and Audit Department points. I am also
copying this letter to Gerry Spence (CPRS), and Richard Hatfield
(Cabinet Office).

y(j\;m frncL r{_.L_J )

MU kel Soho Lan—

David Clark, Esq., R A
Department of Health and Social Security.

CONFIDENTIAL
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Here is a copy of Ralph (9.

Howell's letter, and my note
to the Prime Minister. You
will probably want to wait
until after the meeting on

9 September before deciding
how to respond to this, but
there is one point that you
may want to raise with the
Prime Minister; that is,
when to consult the DHSS and
the Treasury (the latter,
given Ralph Howell's remarks

about the E&AD).
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- cc: Mr. Butler

all " a3 | Mr. Gow
PRIME MINISTER CZZ,Y7L~ I Mr. Sparrow, CPRS
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Here is the letter that Ralph Howell promised to send. qf""‘.:
aLe.

I understand that Ian Gow has persuaded him to keep it priv

pat,

He makes three points:

He would like you to set up an immediate inquiry

to look specifically at the National Health

Service. He does not want the inquiry to look

_,,-_...—o-—rl—"-
more widely at the public sector as a whole.
e ———

He wants the inquiry to be carried out by

independent outsiders. He clearly would not be

——a

Happy with an inquiry by the CPRS.
He wants the inquiry to examine the performance
of the Exchequer and Audit Department. He

L SRR

appears to think that the Department is supposed

to ensure the effectivgﬂgss and efficiency of

B

the National Health Service, and he considers

that the Department have failed in this task.

role of C&AG and his Department.

We will let you have a draft reply after the discussion
on 9 September. But it seems 1ikely"that Ralph Howell may
not be satisfied with the promise of an inquiry by the CPRS
A —————

into the growth of public sector manpower generally, and you
may have to have another meeting with him.

oy

3 September 1982




RALPH HOWELL, M.P.

? - -F.iig

HOUSE OF COMMONS
LONDON SWIA OAA

31st August 1982

The Rt. Hon. Mrs. Margaret Thatcher, M.P.
Prime Minister

D

ot MG

Dewv |

Thank you very much for seeing me in early August and
giving me so much of your valuable time.

I was very pleased that you recognised the need for an
urgent and full inquiry into the National Health Service as
a whole and I enclose my formal letter requesting that such
an inquiry be set up.

I do hope that you will, in the first place, set up an
inquiry separately into the National Health Service. If
an inquiry were made into the Public Sector generally, I am
convinced it would be very long drawn out and would also lose
a considerable degree of impact. An examination of the
Public Sector as a whole would achieve much better results
after the findings of the National Health Service inquiry
had been absorbed and understood.

Secondly, I believe that this inquiry should be
conducted by independent individuals in the same way as the
Falklands Inquiry which you have instituted. I believe,
very strongly, that it would be quite wrong to ask any
organisation in any way connected with the Civil Service or
the Government to investigate this matter.

May I respectfully remind you of the action you took
immediately on becoming aware of the aggression against the
Falklands. First you took positive action to prepare the
forces to regain possession and then you promised Parliament
that you would institute a full and independent inquiry.
Therefore, I hope you will not only institute the inquiry
that I have requested but that you will similarly take
necessary and immediate action to ensure that the British
people are able to make full and proper use of the National
Health Service which belongq&o them and to no other separate
faction.




RALPH HOWELL, M.P.

31lst August 1982

In my opinion the chaotic state of the National Health
Service is more serious than the Falklands invasion. The
aggression that Britain and British subjects suffered in the
Falklands is small compared to the aggression, suffering and
intimidation being perpetrated by the militants within the
National Health Service, not only against those who need
treatment but also against those sound people engaged in
the National Health Service who desperately want to get on
with their work.

When you consider that the people of this Country are
being forced to pay for overmanning of over 500,000 staff,
costing at least £10,000 Th 6VerTll costs each - £5,000M
of their hard-earned taxes wasted in each year - and then
that they are denied proper medical services when in need,
I believe you will agree that this matter is one of the
most urgent which confronts the Nation.

During the Falklands campaign your bold, courageous
action brought you ever-increasing suppcrt from a huge
majority of the British people. There is no doubt in my
mind that the time has come when you must stop listening
to the weak-kneed councillors of caution around you, and
repeat the bold decisions you took to restore freedom to
the 1800 Falklanders, and restore freedom and democracy to
the 56 million people of Britain.

A

’ ’:'\ .
@“\hﬁjutih_ﬁ




RALPH HOWELL, M.P.
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HOUSE OF COMMONS
LONDON SWIA OAA

31st August 1982

The Rt. Hon. Mrs. Margaret Thatcher, M.P.
Prime Minister

10 Downing Street

London SW1
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I wish to make a formal request to you to institute
an immediate and full inquiry into :-

| P The affairs of the National Health Service, and

2 The performance of the Exchequer & Audit
Department with regard to National Health
Service matters.

I base my request on the evidence which I have already
submitted to the Treasury and Civil Service Committee, a copy
of which I enclose (Annex "A"). I would point out that my
request to the Treasury and Civil Service Committee is for
an inquiry into overmanning in the Public Sector generally
and I hope that action will be taken when Parliament
reassembles.

1. My request to you i§ for an inquiry specifically into
the National Health Service and mismanagement therein.

The following facts prove that there is no effective
control of the National Health Service :-

(i) There is no Chairman or titular head of the
National Health Service.

(ii) No one person is in overall executive control of
any Health Authority or Hospital within the
National Health Service.

Consequently there can be no effective overall management,
budgetary, manpower, inventory or audit control either generally,

at area or hospital level.




RALPH HOWELL, M.P.

31st August 1982

The figures set out in Annex "B" show the extent of
overmanning in the National Health Service.

Annex "C" draws attention to the losses shown in the
Statement of Accounts which I believe warrant very careful
scrutiny, bearing in mind that losses from theft, fraud, etc.,
of only .0l1% are, in my view, impossible. The explanation
by the Comptroller & Auditor General that only certain losses
appear in Statement 8 is unacceptable - see his letter of
25th June, 1982. (Annex "D")

I also enclose a copy of the Hospital Inventories
Report 1967 (Annex "E") and would draw your attention to
page 4, paragraph 10 (i) and (ii), and to the fact that
the Report of 1982 merely recommends the continuation of the
1967 policies stating that "they remain a sound basis of good
practice".

I believe these documents are ample evidence that there
is no proper inventory control. The fact that the Daily
Telegraph Article has never been refuted, plus reports which
constantly circulate regarding National Health Service losses,
indicate that very considerable losses are being sustained.

R I also formally request that you instigate an inquiry
into the Exchequer & Audit Department on the following grounds

a) The failure of past and present Comptrcllers & Auditors
General to quantify or arrest the overmanning which
has occurred in the National Health Service during
the last twenty years.

The unsatisfactory presentation of National Health
Service Accounts.

The lack of qualifications of the Comptroller &
Auditor General and also his recruitment and that
of his predecessors from the Civil Service itself
when, as I see it, his duty is to sit in judgement
on the activities of the Civil Service and other
public bodies, and to be totally independent.

The fact that only a small proportion of the staff
are chartered accountants and none of those who
are auditing the accounts of the National Health
Service are chartered accountants.




RALPH HOWELL, M.P,.

31lst August 1982

The extraordinary statement by the Comptroller &
Auditor General in his letter of 23rd July, 1982,
paragraph 3, regarding maintaining confidentiality
(Annex "F") Parliament is his client and it is
guite improper for him to maintain confidentiality
for the National Health Service against Parliament
itself. :

I would also like to draw your attention to the
Report of the Comptroller & Auditor General, National Health
Service Accounts 1980-81 :-

i The Act empowers me to examine the accounts of
individual health authorities, etc., and the records relating
to them. I direct this examination mainly to the effectiveness
of their procedures for financial control and for securing
efficiency and economy in the use of resources".

It is my submission that the Comptroller & Auditor
General has failed to carry this out.

For all these reasons I ask you to institute immediate
inquiries into these two related matters.

\u//;j'\LA/S e
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I SUBMIT :

General Public Sector Manpower Facts 1960 - 4980.

NHS MANPOWER and related facts.

NHS ACCOUNTS 1980-81. Statement 8.
Losses (1) and (4)

Daily Telegraph Report - 16.4.82.

Hospital Inventory Report - 2.6.82.

Comptroller & Auditor General Staff employed on
NHS Audit.

Prime Ministers reply - 22nd June (Col.67/68)
18th May (Col.68/69)

Chartered Accountants dealing with NHS - NIL.

NOTE : Although the papers relate to manpower, accounts,
auditing and losses in the NHS, I am merely

using the NHS as an example of what is happening

generally in the Public Sector.




These submissions prove that :
(a) There is inadequate control of manpower.

(b) The Comptroller & Auditor General and his staff
are inadequately qualified and have insufficient
information to audit the accounts.

As far as I have been able to ascertain the
allegations made in the Daily Telegraph Article
have never been refuted and the Internal Report
which I have submitted indicates that there is
inadequate inventorial control.

(c) The special relationship between the C.A.G. and-

P.A.C. has failed to monitor efficiency within

the NHS or produce accurate NHS accounts.

Therefore, I request that the Treasury and Civil
Service Committee should urgently enquire into thewhole
area of both manpower and audit control of the Public
Sector. I repeat, I have used the NHS as an example -

an enquiry is needed into the Public Sector generally.
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Dear Mr. Howell,

Statistics of manpower in the public

switchboard

01-219 3000

12th March 1982

services

| have been asked to re
separately to the points about un

1.

—_—

The Civil Service

Non-industrial staff

ply to your enquiries.
employment.

Miss Tanfield will be replying

Thousands, full-time equivalent
at Ist April

Industrial staff Total

1960
1970
1980

378.7
493.0
587.7

The Post Office
during the period beca
Civil Service.

Sources: Annual Abstracts of

2. National Health Service, L

is excluded throughout,
use of alterations

Statistics,

ocal Authorities,

BNT.5;
700.8
70512

262.8
207.8
157.4

he figures has changed
definition of the

but the coverage of t
in the scope of the

1970, Tables 138 and 139; 1981, Table 6.5

Public Corporations

—_—

NHS
1960
1961
1970
1580

n.a.
515
751

1,228

In these figures, part-timers are co

service given above.

during the period.

Feb. 1976,

Economic Trends,

Sources:

With these figures 21s0,

Thousands at mid-year

Local authorities Public Corporations

1,821
1,870
2,559

3,027

1,865
2,200
2,025
2,036

unlike those of the Civil
in definition

unted as whole units,
there were changes

p.123; Nov. 1979, p.98; Dec. 1981, p.9k.




Teaching and non-teaching staff of education depart

Great Britain

full=-time
part-time
total
total f.t.

Legclurers and teachers:

Other education dept.
staff: full=-tcime

part-time

total

total f.t.e.

staft, full=cime

crude totals

total F.t.e.

and part-time:

Eng)

L ecturers and teacher fFull=time
part-rime
total
total F.C.
jther education dept.
staff: full=-time
p.'lr{-'iin'l:
total
total f.t.e.
all staff, full-time
and part-time: crude totals
total f.r.e
{a) excluding cantesn staff who are included in
la rise of 105,000 in the rotal of part-time

(b) - B! time equivalent.

stery of Labuur/Oepartment of Employment

Igéﬂ(a

336.
76

W12,

90:
170.

43,5

—

subsequent Yyears.
womegn seuurate1y) and mast of this

fazette,

1977, p-1372; and Dec, 1981, p. 511 and §13.

Local Autharitly

ty Financial sratistics, Englant

and Males.

cents, ! ureal
Abh 5 R

1
]

505.2
b
676.

181.1 210.°
370.4 Wby,
551.5 65h,

) 1,105.6 1,331,

WArhar' education

nec. 1960, p.4kB; Nov. 1970,

197€/77, ».8 and 1979/R80,

515:9
1R6. L
702.3

220.0
LAG . L
706.4

1,408.7

p.1028; Dec.

1975

New basis

517.
160,
677.
552.

222.
Lg0,
= i e A

1
L

5
8

h}?;

1,390,
985.

b

rise is probably accounted for by the

1"}_.”". 0,1“-11', Nove.

1hi €
672.
560.

222.6
L95,
718.
L35,

1,390.
995,

staff in Great Aritain rose by 150,700

1976
P ’

incl

Thousanda “-

1980

603.
151.L
755.
£15.1
226.

521,

L7,

1960 and 1961

canteen staff.’

p.1252; Nov. 1977, n.1218
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1,228,000

N OO

565000

,78.000
L. 000 AVERAGE DAILY
REDS OCcUPIED

370,000
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In the Conservative Manifesto of 1979 we said -

"In our National Health Service standards are falling —
there is a crisis of morale - too often patients' needs do
not come first. It is not our intention to reduce spending
on the Health Service - indeed we intend to make better use
of what resources are available. So we will simplify and
decentralise the service and cut back bureaucracy”.

It is generally accepted that in 1260 our National Health
Service was unequalled in the World.

Nobody could make such a claim today.

The facts below show what has been happening in the last
twenty years and how we have failed to alter the general
direction of overmanning, restrictive practices and falling
standards.

1960 1970 ' 1980

Total U.K.
population. 52,559,000 55,522,000 56,010,000

Population
covered by.NES.?* 98.11% - 96.43% 93.61% HANS.1.12.8)

Total Staff. . 565,000 741,000 . 1,228,000 Col. 88.

INCREASE Population between 1970 & 1980 488,000
INCREASE Staff v I - 487,000

* The numbers of people joining BUPA and similar private

schemes has now reached 4,000,000 (1,250,000 in 1960)
and is increasing rapidly.

1960 1970 1980

HOSPITAL WAITING HANS.18.1.873
LISTS (England only) 401,216 493,330 611,748 Col. 49/50.

1960 1970 1980

- — e ———

Average daily no. of
beds occupied (U.K.) 478,000 441,000 370,000

Ratio of staff to
occupied bed. . 1.7 30




BREAKDOWN OF STAFF

Totals of Staff (Great Britain)

(WHOLETIME EQUIVALENTS)

Medical & dental
Nursing & midwifery.

Other

~ 1960

19.,9%9

236,711

n.a.

1970 1980
(Provisional)
27,301
343,682
387,228

46,450
448,870
468,235

1960 & 1970 figs.
Library 21.1.82.
1980 HANS.23.11.81

Col. 270.

Totals of Staff (Great Britain)

(WHOLETIME EQUIVALENTS)

Medical & dental _
Nursing & midwifery.
Professional & tech.
Works

Maintenance.

Admin. &.clerical
Ambulandé—

Ancillary

Totals

1979

45,150
437,405
71,407
6,856
25,655
121,900
20,177
211,114

1980 (Prov) Increase

46,450 1,300
448,870 11,465
77,500 6,093
7,085 . 225
26,100 445
124,890 2,990

©21,035 858

, 231,625 , <t i |

939,664

963,555 23,881

HANS.23.11.81
Col. 270,

INCREASES

May 1979~
Est. 1981/82

INCREASE

939,664
981,200

41,536

HANS.23.11.81
Col. 270.

19.1.82,
152.

HANS.
Col.,

LATEST FIGURE 67,000

QUESTIONS WHICH SHOULD BE ASKED

when we have more than 200,000 nurses over .-and -above the 236,000
employed in 1960, do we still need to increase nurses at the
rate of 11,000 a year?

WHY

increase administrators by nearly 3,000 between 1979 and 19802

d#d we need to increase ambulance personnel by nearly 1,000 between
1979 and 198072




Further facts which demonstrate the lack of control of

National Health Service expenditure :-

1970
£m £m £m
NHS Expenditure 863 1,954 11,444

$ of GDP 3.4 3.8 5.1

Leon Brittan's
reply 8.6.82

‘Number of staff employed by Excheguer
& Audit Dept. on NHS audit.

Chartered Accountants

Qualified members of Chartered
institute of Public Finance
& Accountancy.

‘Passed Departmental Training
examinations.

Undergoing training.

Prime Ministers
reply 18.5.82.
Cols. 68/69.

Computers in NHS
Number of computers installed
since 1960. Not known.

Cost of computers installed
since 1960. Not known.

Register of computers in NHS to be
established in JUNE 1982.

Prime Ministers
reply 16.3.82.

Kenneth Clarke's
reply 7.4.82.

NHS STAFF - Number of Grades
of staff.

Geoffrey Finsberg's
reply 19.5.82.




Is there any overall target for the eventual size of the
National Health Service or is it totally out of control?

Is the overmanning which has occurred in advance of the
proposed reorganisation of the National Health Service,

a repeat performance of what happened in Local Government
reorganisation in 1972? :

The increase of 67,000 in National Health Service personnel
has cancelled out the reduction of 56,000 which the Government
has laboriously achieved in the Civil Service.

After two and a half years the overall reduction in public
sector manpower is less than 1%. ;

The firm monetary policies have succeeded in effectively
reducing overmanning in the private sector.

The effect on the publié'sector has been abysmal.




STATEMENT 8 (England)
STATEMENT OF LOSSES, ETC.

YEAR ENDED 31 MARcH 1981

Number
of cases Amount Recoveries

£
1. Losses of cash due to:

(a) theft, fraud, etc. 669 72,986
(b) overpayments of salaries, wages, fees and allowances 769 210,836
(c) other causes, including unvouched or incompletely

vouched payments, overpayments other than those

included under 1(&); loss by fire (other than arson);

physical cash losses and losses of stamps, or similar

cash equivalents

2. Fruitless payments (including abandoned capital schemes)

3. Bad debts and claims abandoned:
{a) Road Traffic Act claims
(&) other

4. Stores losses (equipment and property) due to:
(a) theft, fraud, arson, etc.
(b) incidents of the service (as a result of fire, flood,
etc., motor vehicle accidents, damage to vehicles) 2,686,242
(c) other causes 724,499

5. Compensation payments (made under legal obligation) 3,440,227

6. Ex gratia payments:
(a) extra-contractual payments to contractors 374,070 S
(b) compensation payments (including payments to
patients and staff for loss of personal effects) 251,259 2,052
(c) private street works charges 2,101 -
(d) other payments 22 487 60

7. Extra-statutory and extra-regulationary payments 204,735 615
82,168 22,784,317 869,282

NoOTES:
(i) Included at item 3(b) is an amount of £13,288,000 in respect of an abandoned claim
and item 6(a) includes a related payment of £98,655 both of which arose through a
contractor going into liquidation. Item 6(a) also contains an amount of £163,740 in
respect of a separate but similar case. Item 4(b) contains six cases each in excess of
£75,000 and amounting to £1,026,133 due to fire damage. Item 5 includes 3 cases
each in excess of £75,000 and totalling £508,263.

(ii) One area health authority included an entry of £1,490,500 (Cr) at item 4(q) in its
Statement of Losses in order to adjust a larger entry recorded in a previous year. To
avoid distorting the national figures this adjustment has been cmitted from the above
statement.

(iif) Sample checks by Family Practitioner Committees of prescription forms on which
patients have claimed exemption from dental, optical and prescription charges
indicate a loss estimated to be of the order of £2,177,000 from non-payment of charges
due. This sum is not however included in the foregoing statement.
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LINEN THEFTS COST
- HEALTH SERVICE
€Im A YEAR

By CON COUGHLIN
National Health Service is losing at
illion a vear in stolen linen

L

d nappies are being stolen by
o ew, if any, checks
are made on them.

Mr Ernest Parki
district security advis
Camberwell Health
ority. said health authonie
expecied to lose at leés:
per cent. of their liren tach
vear through theit.
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Association for Bespital
Securitv. Mr Parkinsen -aic
“11 is impossible 1o estimats
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stolen each vear becauss
re-tio methods of stnct stoc
control.

“The Health Service est-
mates it “lost more than £l
million in linen last wear. bul
this it a conservative heure
With proper security mrasures,
tnese thefts coui€é be avoided”™
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HOSPITAL IKVENTORIES

A Working Party was established in the North Western Region to review the
Ministry of Health roport cn "Hospital Inventories".

The group felt that the principles centained in the 1967 report remained a
sound basis for good practice.

It was therefore considered superflucus to go through the whole process again
when tha advantages and disadvantages of inventorics had been thoroughly

pxeminsd and clearly set out in the 15067 report, ' : -
1t was felt that a2 number of additicnal factors were now of relevance:-—

(a) the use of compute ilitie | nathpratical technicues
in determining stock level : aycuts, end for the
provision or cogtli ;n!ormauxon can all
contribute tou ! ing bastter overall control.

(b) whilst eccepting tha gcneral erguments proffered egainst the
maintensnce of traditional inventories it uas felt that high
value, decirable itenms of stock and equipment should be the
gubject of some form of inventory style logging and checking
procedures.

(c) the uze of computericed inventory eystems can enzble much
of the "routine gv he taken out of the compilation,
update ¢ nu meinten inventorics.

(d) the pericdic, '. sendent review of proceduress for ordering,
receiving, stor A1 sosing of gocds and cguipment ie
on esscntial ment i vieving socund contrels. It is
felt that ter udi : e to play here.

(e) the maintenznca of inveniorips encourai staff to b2 swars of
the nsod for aueGUAlc CO ]

S. Tha Horth L:stv'n nLoup ] haf 1267 report
the attenticn of Hezlth kuthorits to ths

be concernzd with:-

()
(1)
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Comptrolier and Auditor General

Mr. Ralph Howell asked the Prime Minister, pursuant
1o her answer to the hon. Member for Norfolk, North, 19
April, Official Reporr, c. 19, what is the total number of
staff of the Comptroller and Auditor General: how many
of these people are qualified accountants; and if she will
list separately the qualifications of the 36 staff of the
Comptroller and Auditor General who are employed on the
audit of the National Health Service.

The Prime Minister: The present staff of the
Comptroller and Auditor General for England, Scotland
and Wales numbers 766, of whom 621 are audit staff, and
the remainder supporting staff. The Department has 60
staff who are qualified as members of accountancy bodies.
A further 235 are at various stages of training for such
qualifications.

Thirty-four audit staff are currently employed on the
audit of the National Health Service in England, Scotland
and Wales. Of these, 14 have passed the departmental
raining examination; three are qualified members of
CIPFA; and 17 are undergoing training for that
qualification. The Comptroller and Auditor General for
Northern Ireland employs four staff on NHS audit and their
qualifications are: one FCCA; one ACIS and two
ungualified.

Comptroller and Auditor General —

Mr. Ralph Howell asked the Prime Minister (1)
pursuant to her answer to the hon. Member for Norfolk,
North 18 May, Official Report c. 68-69, how many of the
present staff of the Comptroller and Auditor General for
England, Scotland and Wales, are chartered accountants,
split between those who audit within (a) the Civil Service,
(b) local government, (c) the National Health Service and
(d) all other Government bodies;

(2) pursuant to her answer to the hon. Member for
Norfolk, North 18 May, Official Report c. 68-69, if she
will' give details of the qualifications of the 60 staff

employed by the Comptroller and Auditor General who are
qualified as members of accountancy bodies, and also state
how many are chartered accountants.

The Prime Minister: The Comptroller and Auditor
General currently employs 63 staff who are qualified as
members of accountancy bodies, as follows:

Staff

Institute of Chartered Accountants 8
Association of Certified and Corporate Accountants 7
Chartered Institute of Public Finance and Accountancy 40
Institute of Cost and Management Accountants g
The eight members of the Institute of Chartered Accountants are
assigned 1o audits in the following areas:
Civil Service . 6
National Health Service NIL
Other Government Bodies 2

The C&AG does not undertake audits within local
government; these are the responsibility of the District
Audit Service or commercial accountancy firms.




EXCHEQUER AND AUDIT DEPARTMENT
AUDIT HOUSE VICTORIA EMBANKMENT

LONDON EC4Y ODS

Comptroller and
Auditor General

Gordon Downey C.B,

GSD 464 25 June 1982

Ralph Howell Esq MP
House of Commons
London SW1

Penr Tl rell

REPORTING OF LOSSES IN NHS SUMMARISED ACCOUNTS

You asked David Myland on the telephone on 23 June for inform-
ation on a number of points relating to the NHS Summarised
Accounts for 1980-81.

2. On the question of the relationship of the Losses
Statement (Statement 8) to the main expenditure statement in

the Summarised Accounts of Health Authorities in England, any
cash losses, overpayments, compensation payments etc arising

in the financial year will be charged in the main statement

as revenue or capital expenditure, and will be reflected in one
of the other Statements which analyse expenditure to objective
heads eg Statement 2. But these losses, compensation payments
etc are not identified in those Statements. This follows long-
standing practice in the Appropriation Accounts, where losses
and special payments are charged to normal subheads and not
identified therein, but included in overall Losses Statements
appended to the Accounts. The practice of opening special
losses subheads in accounts was dropped in 1961 with the con-
currence of the Public Accounts Committee; this was because
such subheads were misleading as they covered cash losses only
to the extent of sums relating to the year of account, and they
did not include all categories of cash loss. Furthermore stores
losses, and claims abandoned, could not be included in such sub-
heads. On the other hand a Losses Statement can exhibit the
full amount of all losses coming to light in the year, whether
relating to cash lost or disbursed in that year or an earlier
year, fraud in any year, losses of stores etcaquired in an
earlier year, and shortfalls in receipts in the current or
earlier years. Thus the reader can see at one point the entire
picture for a year, and does not need to search through the
accounts for a series of disconnected items. Even if the current
year cash element of losses were shown in the Statements relating
to the various services within the NHS, this would not provide a
complete breakdown of losses. Notes would have to be added to
reflect earlier year, stores, etc items.. And to do so would run
counter to the further simplification of Losses Statements in

/the Appropriation




the Appropriation Accounts which the PAC have recently endorsed
in their Eighteenth Report of the present Session.

3. You expressed doubt whether the 1980-81 figures relating
to cash and stores losses due to theft, fraud etc, were represent-
ative of the actual level of such losses in the NHS. The position
is that Statement 8 is compiled by aggregating similar statements
prepared by each of the individual health authorities. Those
authorities maintain accounting systems under which they are
required to record all such losses which come to light, and their
annual losses statements form part of their accounts which are
subject to independent audit and certification by the DHSS
Statutory Auditors. E&AD carry out test checks to verify the

work of those auditors and are satisfied on that basis that in
general it can be relied on to ensure that Health Authorities
produce sound figures for incorporation in the Summarised Accounts.

4. In the past both the statutory auditors and E&AD have
found evidence of weakness in the stores and inventory control
and stocktaking procedures of individual health authorities. But
the health authorities have made improvements and we have no
current evidence that this has led to a material understatement
in the level of reported losses.

S. You enquired whether it was possible to secure a break-
down under subjective heads of the total cost of the NHS, so that
you could compare the level of losses against the level of relevant
expenditure. I can confirm that DHSS prepare this information for
their own internal use, but do not publish it, and it does not form
part of the accounts audited by E&AD. Accordingly I suggest that
you should approach DHSS directly for any details you require.

g%iu@ 4Mnb@af;flj \
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GORDON DOWNEY




RALPH HOWELL, M.P.

2lst July 1982

Gordon Downey Esd., CB,
Comptroller & Auditor General
Exchequer & Auditor Department
Audit House

Victoria Embankment

London EC4Y ODS

Dear Mr, Downey

I am experiencing some difficulties in understanding
the National Health Service Accounts 1980-8l, and I am
particularly concerned at the very small amount which is
shown for theft, fraud, etc. under items l-4, Statement 8,
These amounts total less than one million, which is roughly
.01t of total expenditure, I understand that in normal
business a 1% lose from such causes is recognised as
extremely good.

When I met you and Mr, Myland in June, Mr. Myland
mentioned a report into linen or laundry losses = 1
cannot remember which. Since our meeting I have tried
unsuccessfully to find such a report, I would be most
grateful for any information you can give me on the subject.

I telephoned you recently and I asked if the report
in the Daily Telegraph on 16th April, 1982, concerning
£lm linen losses, had been refuted by you or your
Department or by the National Health Service. I would
be grateful if you would confirm or deny whether this
statement, reputed to have been made by Mr. Sneath,
Principal Health Department Auditor, has been refuted,

Yours sincerely
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EXCHEQUER AND AUDIT DEPARTMENT

AUDIT HOUSE VICTORIA EMBANKMENT

LONDON EC4Y ODS

Comptroller and
Auditor General
Gordon Downey C.B.

GSD 501 23 July 1982

Ralph Howell Esq MP
House of Commons
London SW1A OAA

T SN A

Thank you for your letter of 21 July about linen losses
in the National Health Service.

2e As T told you by telephone the other day, I am afraid

I am not in a position to provide you with the detailed
information you require. In the first place, as you know,
although E&AD staff have a right of access to the NHS
authorities, the extent of our detailed audit of them is
limited. My specific statutory respon51b1]1ty is to audit
the summarised accounts, leaving the DHSS statutory auditors
to examine the accounts of the individual authorities. It
is therefore the DHSS that has ready access to detailed
information on losses.

3. As I also explained to you the other day, however,
such information as is available to my Department on linen
losses has come to us on the basis of our audit access to
the DHSS and the NHS. I am free to make use of this
information in reporting to Parliament but am not empowered
to divulge it to others. This does, of course, reflect
the normal confidential relationship between auditor and
client. It follows that, although I cannot speak for
“anyone else, my Department has neither confirmed nor denied
the statement attributed to Mr Sneath.

4. To overcome these difficulties I did, as you know,
speak to Sir Kenneth Stowe, Permanent Secretary of the DHSS.
He said that he would be very pleased to give you any
assistance he could over this matter of linen losses and

I suggested that you should pursue your enquiries with

him. TI am not sure whether you have done so, but I do

feel that this is the only way that you will be able to

/get the




get the additional information you require. If you would
like me to pass your letter on to Sir Kenneth Stowe with
a request that he should reply to you, I will willingly
do so. Alternatively, you may wish to get in touch with
him direct.

6Zqu% G%AA&xt}27 \
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GORDON DOWNEY




RALPH HOWELL, M.P,

10th August 1982

Gordon Downey Esg., CB,
Comptroller & Auditor General
Exchequer & Auditor Department
Audit House

Victoria Embankment

London EC4Y ODS

Dear Mr. Downey

. I have received your letter of 23rd July regarding
losses in the NHS, in reply to my letter of 2lst July.

With reference to paragraph (3) I am very surprised
thet you &tate "this does, of course, reflect the normal
confidential relationship between auditor and client® -
I understand you to mean that the DHSS and/or the NHS are
your clients. I do not see it this way. I would have
thought that Parliament itself is your client and that you
are working in the interests of the nation as a whole in
trying to ensure that the Bodies for which you are responsible,
in your capacity of Comptroller & Auditor General, are maintaining
proper accounts. If the DHSS and/or the NHS are your clients
and you have to maintain normal confidentiality between auditor
and client, then I feel you make it impossible for any Member
of Parliament to carry out his job properly in trying to
establish whether or not the accounts of any such body are in
order.

I would also like to point out that you have not
commented on the first paragraph of my letter in which I state
that theft, fraud, etc, under items 1 & 4, Statement 8, amount
to roughly ,01% of total expenditure., Would you now send me
details of the component amounts of each area health authority
and any other authority included in items 1 & 4, which go to
make up those figures, and would you also show the combined
totals of items 1 & 4 as a percentage of overall expenditure
for NHS in England, I would then be grateful if you could
compare this percentage with all other such losses included
in the accounts of other government bodies and authorities
for which the Exchequer & Audit Department is responsible.

I would be grateful for your views on the miniscule
amount shown for theft, fraud, etc, in the accounts and
whether you would agree that 1% is considered to be extremely
good for normal losses in such organisations.




10th August 1982

Regarding your letter of 25th June, I find this very
difficult to follow. Can you list the type of losses which
are contained in Statement 8 of the overall NHS Accounts
(England) and also the type of losses which would be included
in the individual health authorities accounts and which are
not shown in the principal statement of accounts. How is
it possible for anybody, yourself included, to have any idea
of what the overall losses are since it seems to me that
they are never brought together in one statement and why do
you condone the fact that the losses shown in Statement 8
ire gquite meaningless in giving a true picture of actual

osses.

In paragraph (4) of your letter of 25th June you state
"In the past both the statutory auditors and E.& A.D. have
found evidence of weakness in the stores and inventory control
and stocktaking procedures of individual health authorities"
But in the Hospital Inventories Report of 2 June (?July), 1981,
it was stated "A Working Party was established in the North

Western Region toreview the Ministry of Health report on
"Hospital Inventories”., The group felt that the principles
contained in the 1967 report remained a sound basis for good
practice”. This seems to contradict your comments in the
remainder of paragraph (4).

With reference to paragraph (5), I cannot see how you
can check the affairs of the NHS without a breakdown under
subjective heads. Again, I would welcome your comments on
this point.

I am also writing to Sir Kenneth ¥towe as you suggested.

Yours sincerely




REPORT OF THE COMPTROLLER AND AUDITOR GENERAL

. Accounts and audit
. These accounts comprise:

(i) summarised accounts prepared by the Department of Health and
Social Security and the Welsh Office from the accounts of health
authorities and Boards of Governors;

(ii) the accounts of the Dental Estimates Board and the Prescription
Pricing Authority; and

(iii) summarised accounts of trust funds held by special trustees, health
authorities and Boards of Governors.

The accounts of the individual bodies are audited by auditors appointed by the
Secretaries of State (the “‘statutory auditors™). Section 98 of the National
Health Service Act 1977 requires me to examine, certify and report on these
summarised and other accounts. My examination includes a continuing review
of the nature and extent of the statutory audit and scrutiny of the auditors’
reports,

2. The Act empowers me to examine the accounts of individual health
authorities, etc., and the records relating to them. I direct this examination
mainly to the effectiveness of their procedures for financial control and for
securing efficiency and economy in the use of resources. My resulting observa-
tions are contained in paragraphs 2 to 64 of my Report on the Appropriation
Accounts (Volume 8: Classes XI and XII) 1980-81.

3. Similar accounts for Scotland are published separately.

Gordon Downey
Comptroller and Auditor General Exchequer and Audit Department
3 March 1982

Printed in England by Her Majesty's Stationery Office at St. Stephen’s Parliamentary Press
Dd 627670 C8 63162 11 4/82

ISBN 0 10 227982 9




PRICING AUTHORITY

ENDED 31 MARCH 1981

1979-80
£

7,029,537
406,486

12,953
8,997
74,114
36,479
351,612
59,218
61,165
37,724
36,423

8,114,708

460
138,870

PAYMENTS

£

6. (a) Salaries, wages, etc., of all employed staff, including national

insurance contributions (Authority’s share)
(6) Superannuation contributions (Authority’s share)

. Other expenses
(a) Travelling and subsistence expenses of staff
(b) Travelling and subsistence expenses, etc,, of members
(¢) Purchase, construction, adaptation, ete., of premises

8,797,849
506,352

12,700
9,950
18,577

(d) Repair, maintenance, decoration, etc., of existing premises 28,415

{e) Rent, rates, heating, lighting, cleaning, etc.
(f) Furniture and equipment

(g¢) Stationery and printing

(h) Postage and telephones

(i) Incidental expenses

. Agency:
(a) Printing for the Department
(6) Computer project: salaries and administration

8,254,038 TortAL PAYMENTS

52,876

9. Balance, being cash in hand at 31 March 1981

£8,306,914 TotAL

438,357
53,114
84,353
54,107
42,890

10,046,664

227
159,532

10,206,423

26,417

£10,232,840

Kenneth Stowe
Accounting Officer

30 November 1981

I have examined the above Account on the lines recorded in my Report, I have obtained all the
information and explanations that I have required, and I certify, as the result of my audit, that
in my opinion the above Account is correct.

Gordon Downey
Comptroller and Auditor General

For Report of Comptroller and Auditor General see page 36.




NOTE FOR THE FILE

cc: Mr. Butler (on arrival)
Mr. Gow
Mr. Walters

Mr. Sparrow will be meeting the Prime Minister at 12 noon
on 31 August in order to discuss his minute of 5 August about

the CPRS's work programme, reference Qa06020.

As recorded in my letter to Gerry Spence on 10 August,
the Prime Minister will no doubt wish to raise with Mr. Sparrow the
suggestion made by Mr. Ralph Howell, M.P., that there should be an
inquiry into.the reasons for the ever increasing manpower levels
in the public sector, an inquiry which could also make proposals
for dealing with this problem. Mr. Howell made this suggestion
when he called on the Prime Minister at 1130 on 5 August. The
example he chose to illustrate his case was the NHS. He produced
figures to show that staffing levels in the NHS were now double
what they were in 1960. He pointed out that the number of beds
had fallen in the same period, and that the staff per bed ratio
was now 3.2, compared with 1.2 in 1960. He argued that there should

be some form of public inquiry.

The Prime Minister told Mr. Howell that she shared his
concern. She suggested that he should write to her setting out the
facts and figures and calling for an inquiry, and that he should

make this letter public. She promised that she would try to send

him a positive and forthcoming reply, which would also be made

public.

In my note to her of 5 August, I set out the arguments against
a public study, which were largely that it could cause serious
problems with the public sector unions, and could be particularly
difficult in the case of the NHS pay dispute. Mr. Gow has agreed
to put these arguments to Mr. Howell and to persuade him to write

privately to the Prime Minister. Mr. Howell's letter is expected at

/the end




the end of August. As I have said, the Prime Minister will wish

to give Mr. Howell a positive reply, and it would be helpful if

the subject could be discussed with Mr. Sparrow on‘?] August,

N

13 August 1982
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10 DOWNING STREET

From the Priy ate .(.}'-('r{'e'ur)' 5 Jil y 1982

Further to our conversaLion on
the telephone last_week, I am Writing
to confirnp that the Prime Minister is
looking forwarg to Seeing Mp, Howe1]
in hepr Toom at the House at 1630 hours
on Tuesday, 13 July,

The Private Secretary to
Ralph Howell, Esq., M.P,
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10 DOWNING STREET

May 1982

Thank you for your letter of 12 May,
in which you sought clearance for the publica-
tion of a letter by Mr. Finsberg in answer to
points raised by Mr. Keith Jerome of NALGO.

As 1 told you on the telephone this
morning, the Prime Minister has no objection
to Mr. Finsberg writing as proposed.

Mrs. J.R. Walden,
Department of HRalth and Social Security.
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
T
Alexander Fleming House, Elephant & Castle, London SEI 6BY "

Telephone o1-407 5522 -
(g 115
From the Joint Parliamentary Under Secretary of State ML /

Hed.

Dut lérk
10 Downing Street 11 May 1982

Wi

DIRECT LABOUR IN THE HEALTH SERVICE: RESPONSE TO
A LETTER IN THE FINANCIAL TIMES, 6 MAY 1982

I attach a copy of the reply Mr Finsberg wishes to
send to the Financial Times answering the points
raised by Mr Jerome. I would be grateful if you
would arrange for the letter to be cleared.

Joik € ovalduc

MRS J R WALDEN
Private Secretary
D809 AFH




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522

From the Joint Parliamentary Under Secretary of State

Mr Jerrome of NALGO in his letter of 6 May claimsthat contract NHS services
provided by the private sector are likely to cost more than direct labour.
Let me make clear the Government's position on the use of private contractors.

Broadly this Government believes that the costs for hospital support services,
now running at well over £1,000 million pa should be critically assessed with
the object of making savings - savings that can be used to improve patient
care to show that we really mean "patients first".

The market place is the one clear test of cost efficiency. Only by going to
tender for services like domestic, catering and laundry services can health
authorities be sure of the cost position. But, of course, it is essential that
the exercise of comparing direct labour costs against contract costs /done on

a fair and open basis. We recognise that health authorities may not always be
able to act in the absence of advice on the complex issues involved. We will
shortly be issuing guidance that will assist health authorities to test out
their costs objectively and to make the right decisions - in the interests of
their patients. This policy is not a doctrinaire one but is based on the
sensible realisation that we must make best use of resources.

Mr Jerrome did not give details of the two cases he mentioned to "justify" his
view point, but certainly his second allegation that contract domestic services
at Aylesbury are more expensive than direct labour costs was disproved by a
detailed professional survey in 1979. I cannot believe that the re-letting of
the contract last year has changed the position but I would be very pleased

to analyse the cost details on which he bases his claim.

GEOFFREY FINSBERG




Tne Fa]Llands the future for the 1slanders

 The number of people there is

39 an Mr I Steam%'erguaaon

,'a;’,:.':.Slr--In his letter  (May 1)
= attacldng the' Government’s

“'foreigny policy over: the Falk-
1w }ands- Mr Roderick Campbell
"“‘ .regrettably omits to describe in
1y Yany detail the altermatives he

. would- propose in liew of the

" measures to which he is so
. obviously opposed.
~agus Faced, with President’ Gal-
== tieri’s fait accompli and under-
standable intransigence as far
as all but the most minor issues
were concerned, Mr Campbell
#iwould T suppose have conceded.
q-.A:gentmas claim,” certainly
“ without using force against
force, conceivably without even
resorting to diplomatic and/or
economic counter-measures—on
the pretext that the fate of 1,800
islanders thousands of miles
away would merit neither the
risk to the Britons in Argentina
itself, nor the military expendi-
ture mow being incurred on
behalf of the Falklanders (an
attitude which incidentally
would seem to prevail also
among many of the Anglo-
Argentinian community, if the
broadcast interviews are any-
thing to go by).

In pure cost-benefit terms Mr
Campbell is probably correct. If
one disagrees with his peace-at-
all-costg approach, then, on the
basis of moral principles, not to
react as we have dome would
amount to abandoning all the
principles of justice and free-
dom which we claim te stand by.

~In the face of the subiugatlon
of the Falklanders it is not diffi-
cult to imagine the howls of pro-
test -which would be raised by
Mr Campbell and many others
enraged at the Government's

Letters fo-the Editor

sell-out to the Argentinians. ° ;

In the circumstances, and
with “Afghanistan” at the back
of one’s mind. we are probably
also forced into choosing
between military counter-
measures and - a . climb-down,
even if diplomatic/economic
retaliation is indeed permitted
as part of the Government’s
efforts towards re-establishing
the status quo. (Without the
threat of military back-up, the
effectiveness . of such retalia-
tion is epen to question.)

Granted: that' if" and when
the status quo is finally-achieved
the diplomatic problems of
negotiating a longer term settle-
ment wil] have only just begun,
it must surely be both a “sep-
sible” and a “coherent” foreign
policy to strive now both diplo-
matically, economically and
militarily- to establish a strong
negotiating position, if only to
get the best possible deal for
the Falklanders as they become
over time ever more dependent
on their closest neighbour geo-
graphically. Indeed, if the con-
trolled use of our armed forces
is ruled out even in response to
such blatant unprovoked aggres-
sion, we must then seriously
question the justification for
maintaining the armed fev-mes
in the first place.

I. G. Stewart-Fergusson,
9, Hotspur Avenue:
Bedlington, Northumberland.

From Mr L. Palmier

Sir,~The jusuﬁcatmn for the
Falklands operation lies in the
demonstration that. we are
prepared to defend what is ours.

irrelevant; the same argument
would apply if the iskands were
deserted or heavily populated.
So, also, on the other hand, is
the character of the Argentinian
regime; . the case would not be

_ different if, for example, France

invaded the Channel Istands (as
part of the old duchy of Nor-
mandy, some kind of French

claim could no doubt be erected .

for them). Several other coun-
tries, of more moment than the
Argentine, would have been
most interested to observe that
we had lost the will to look
after our owmn.

When the Argentines are
expelled, the future of the
islands must then be settled. It
is clear we no longer have the
capacity to maintain a far- flung
empire; they should therefore
be relinquished. To give a popu-
lation of some 2,000 their
independence is hardly feasible,
if only because they are
unlikely to retain it for long.
Since Argentina is the closest
state, it is expedient that the
islands come under her adminis-
tration (claim or no claim).
“In victory, magnanimity.” The
British population should be
offered the choice of relocating
eisewhere, with full compensa-
tion horne entirely by the
Argentines. At a time whea so
many people in this country are
having to relocate to find work,
it is not unreasonable to ask
those in the Falklands to make
similar sacrifices for the com-
mon good.

Leslie Palmier.
Hazelrise,

St Catherine’s Close, Bath.

Tapioea pudding
from Brussels

From the President,
Grain and Feed Trade
Association.

Sir,—Your leading article of
April 28 prompts me to draw
attention to the European Com-
mission’s.. seemmgly confused
.objectives in negotiating, or
% seeking 1o negotiate, limitations
| . on exports of materials alterna-
1 /tive to cereals in animal feeding,
J stuffs, such as tapioca (manioc)

5 or maize. gluten feed.-
The Commissien argues that
producers have a right to
_expect an income. based on the
target price for cereals;. and
that, to their detriment, very
heavy imports of “cereal sub-
. stitutes” have depressed prices
/ .+ to intervention levels. In British
[ . terms, this would mean that the
i intended level of support prices
! should rise from around £113
| (the current intervention price)
to £141, or by 20 per cent. What
this implies is self-evident,

namely, the prohibition rather
than the limitation, of imports
of raw materials other than
cereals and a swingeing
increase in the price of all
animal feeding stuffs,

The Commission must know
that its problems are caused by
excessively high support prices
for cereals that have increased
production in 10 years from
around 90m to 120m tonnes and
which have made cereals

‘increasingly uneconomic for use

in animal feeding (apart from
the fact that selective breeding-
has so reduced the size of the
rumen in the most productive
cows that they could no longer

; thrive on a diet of cereals!).
:'FThe -Commission - also: knows

full well that,. had those prices
been 20 per cent higher, at the

‘level of the target price, their

problemg would have.-been un-
manageable, and "that, the
effect on the prices of, and the
consumption of, livestock pro-
ducts . would have. been -very
grave indeed.

To sum up. May I plead for

!

“Baltie Exchange Chambers:

a strong counter-dose of realism
in the Council of Ministers

when it comes to decide, as it
must, on the Commission’s pro-
posals. The first task s to
bring the price of cereals down
to a competitive level, not to
increase it. More particularly,
we need a reduction in target
prices, particularly for wheat
and maize. In the interests of
the producers of that 60 per
cent of all Community output,
namely, livestock products,
until and unless cereal prices
are brought down to a realistic
level, no further restrictions
should be put on imports of
competing  raw  materials,
whether tapioca, cereal brans,
corn gluten feed, citrus pellets,
or other residues. It is worth

recording that these have re.

placed imported cereals, mainly
maize, to the extent of 6.2m
tonnes since 1973.

L. J. Wright,

»

24-28 St Mary Aze, EC3,

4

Dire& labour in the
health service

From the Secretary,

Health Services Commitiee,
South-East Regional Council,
Trodes Union Congress

Sir,—You report (April 29)
the publication of a document
“Reservicing health” by Michae]
Forsyth which appears to
reiterate the political platform
already advanced by the
Minister of Health, who wrote
to health authorities on August
20 last year asking them to
consider the introduction of
contracts for various services,
and seeking a detailed reply.

On September 28 1981 Lady
McCarthy, the Oxfordshire area
health authority chairman,
responded indicating that even.
allowing for the difficulty
arising from the different
accounting practices between
the public and private sector
“it had good reason tb doubt
that financial savings would
result from more -extensive
moves towards contract ser-
vices.” On the one cleaning
contract in the area it could be
demonstrated that this cost one
third more to clean than
National Health Service direct
labour. The contract has been
terminated. An exercise on
laundry services shiowed that a
private laundry would charge
four times the NHS cost. An
examination of pharmaceutical
products indicated considerable
savings through producing duids
within the NHS. Consideration
of sterile supply products com-
pared to commercial alternatives
showed no benefit by switching
to the private sector, and
reports from neighbouring
authorities demonstrated that
cost comparisons for complex
sterile surgical packs are even
more favourable to im-house
production.

Both in the maintenance of
medical equipment and trans-
port vehicles technical staff and
mechanics were being increased
in order to save money because
of the rapid escalation of manu-
facturers’ maintenance costs and
charges by local garages.

Trade union experience with
a cleaning contract in a neigh-
bouring authority—Buckingham-
shire—revealed that a saving of
£60,000 per annum would acerue
if a domestic cleaning contract
covering Stoke Mandeville and
St John's hospitals were not
re-let to a private contract ‘but
undertaken in-house, -

The claims made in this
pamphlet and similar political
utterances appear to be based
on rheforic rather than any real
study of comparative costs of
providing services within the
NHS and by private contractors.
Keith Jerrome.

59-65 London Street,
Reading,
Berks.
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Health Servige staffing in England in September 1981;
whether he Will publish them in a table showing how
numbers have increased since 1979; and if he will make
a statement.

"

Mr. Fowler: The table which follows gives provisional
figures in whole-time equivalent terms, for all the main
National Health Service staff groups for September 1981,
compared with the numbers employed in 1979. As
explained in the foetnotes to the table the differences
betWeen the figures are partly accounted for by reductions
in Lq? nurses working week. : : :

The provisional overall increase in staff over the period
was just over 47,000. Nurses and midwives accounted for
SidD about 34,000°0f this increase. This reflects Government

Mr. H‘(')'rﬂrn asked the Se;crelary ol Stafe for Social polic‘y to improve our health Services and in particular to
Services whether he has yet received figures of National increase expenditure on direct services to patients.

National Health Service (Manpower) a

L& NHS Directly Employed Staff: England, 30 September 1981

Whole-time Equivalents 3 -
1979 1981 provisional Provisional change 1979-81
wie wie wie percentage

Niirsing and Midwifery Staff 358,400 392,200 33,800
Medical and Dental Staff 37,100 39,000 1,900
Professional and Technical 60,100 . 63,300 3,200
Warks 5,600 6,100 500
Miintenance 20,100 21,000 900
Administrative and Clerical 103,000 108,600 5,600
Ambulance (including Officers) 17,100 18,200 1,100
Ancillary 171,900 172,400 500
All Staff 773,400 820,700 47,400

O\ SAIEA Lh b 0GR Ch \D
ROy G S R

— o
Notés ; - ’ : P " Wy
I.%w figures for nursing and midwifery staff include agency nurses and midwive§ and health visitor students. In'1980 the working week was reduced
from 40 hours to 37V hours and part of the inCrease of 33,800 (whole time equivalent) will be accounted for by additional Staff recruited as a direct
result'of this change.
2."The figures for medical and dental staff include locums; exclude hospital practitioners, part-time mggdical officers (clinical assistants), general
medi€hl practitioners paﬁ?cipaﬁng‘!n Hospital Saff Funds and occasional Sessional Staff in the Community Health Services. The number of general
medical practitioners also increased by 17400—general préctitionérs’do notiappear in this table wiiich deals only With employed staff:
3, The shght discgepmmicy between the figures shown for individual staff groups and thetotals arises through independent rounding of the figures
-~ In each group. .
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b-4"l r~
ifj §¢L; I am sorry that it has taken a little time to follow up my Y, N D §
iL;:-/i:-undertaking to report on the latest estimates of NHS manpower and ™~
pucw W~ in particular the numbers of nurses and midwives.

Lol ¥ -
oﬁAAb~' I attach a draft PQ and answer which summarises the provisional

B

estimates for September 1981 for all the main staff groups in the

——— e

National Health Service. The figures are provisional because they

CONFIDENTIAL

g p '\-wc.'. L

have been derived from the payroll computer tapes of the fourteen
Regional Health Authorities under new arrangements to secure more
timely statistics. As teething troubles in the new arrangements
are corrected we will be much better placed to answer questions
on changes in the numbers of health service staff.

As you will see between 1979 and 1981 the numbers of staff
increased by about 47,000 overall and nurses and midwives accounted
___%5) for about 34,000 of this increase. It seems to me that it is only
right for ;;-zg-take credit for this as it is our policy that the
real growth provided for the health service should be concentrated

on those directly providing services to patients. On the other
hand it has to be said that the reduction in the working week for
r——EE) nurses and migziyes fro?_fo hours to 37% hours as part of the

1979/80 pay deal will have accounted for a substantial part of this
increase. (The note enclosed details the calculations). Both the
draft PQ and the table explicitly refer to this change but I do

not think it detracts from the overall message that the bulk of

the increased resources have gone to those providing services for

patients.

These provisional figures show quite rapid increases in other
groups of staff including those not directly concerned with

patients (though in some cases such as works staff the numbers
fﬁ;gi;éd are relatively small). I will want to look at these

closely in the reviews I am initiating with health regions to

CONFIDENTIAL




CONFIDENTIAL

establish what these changes actually mean in terms of more
services to patients, better care and treatment and efficient use
of resources. The figures for staff groups not directly concerned
with services to patients deserve even closer scrutiny and I
underlined this in a meeting with the Chairman of Regional Health
Authorities last week which was attended also by Sir Derek Rayner.

If you are content I will arrange for these figures to be tabled
shortly - perhaps through a question from Peter Hordern who is
———— T

taking a close interest. Meantime I have suggested a more general

reply to his letter to you of 4 March.

22 March 1982

CONFIDENTIAL




To ask the Secretary of State for Social Services whether he has yet received

figures of NHS Staffing in England in September 1981; if so, whether he will
R ——

publish them in a table showing how numbers have increased since 1979; and if

he will make a statement.

REPLY

The table below gives the numbers, in whole-time equivalent terms, for all the
main National Health Service staff groups for 1979 and 1980 with provisional
figures for September 1981. As explained in the footnotes to fhe table the
differences between the figures for the three years shown are partly accounted

for by reductions in the working week and increases in annual leave entitlement.

The provisional overall increase in staff over the period was just over 47,000.

Nurses and midwives accounted for about 34,000 of this increase. This reflects

Government policy to improve our health servicesand in particular to increase

expenditure on direct services to patients.




NHS DIRECTLY EMPLOYED STAFF: ENGLAND, 30 SEPTEMBER

Thousand Whole-time Equivalents . .

¢ provisional provisional
change change 1981 change
1979-80 1980-81 provisional 1979-81
wte percentage wte percentage wte wte percentage

1000 % 1000 % 1000 1000 %
Medical and Dental Staff (1) 1.2 Tl 0.7 2.0 39.0 1.9
Professional and Technical 1.8 2.9 1.4 63.3 a2
Works 5.7 0.1 6.1 0.5
Maintenance 263 0.4 21,0 0.9
Administrative and Clerical 2.4 3ol 108,6 5.6
Ambulance (inc Officers) 35T 0.5 R 380 122
Ancillary “ = 0.4 172.4 0.5

Total excluding Nursing and
midwifery staff 1.7 6.7 428.5

Nursing and Midwifery (2)

(1979: 40 hour week
1980 and 1981: 373 hour week) 358.4

(1979 converted to 37% hour week (3)
basis in order to be comparable with
1980 and 1981) (382.3) | (-12.3)

All staff including nursing and
mid'n'ifer}' 713. 4 180 5

All staff including nursing and (4)
midwifery (797.2) { (-5.4)

adjusted to take account of change to 37% hour week




NOTES 'll'

Te Includes locums; excludes hospital practitioners, part-time medical officers (clinical assistants), general medical
practitioners participating in Hospital Staff Funds and occasional Sessional Staff in the Community Health Services.

The number of general medical practitioners also increased by 1,400 - general practitioners do not appear in this table
which deals only with employed staff.

2. Includes agency nurses and midwives and health visitor students.

3e The line above shows that nursing and midwifery staffs (including unqualified as well as qualified staff) rose by
about 33,800 whole-time equivalent on a straight comparison between 1979 figures based on a 40 hour working week and the
estimated whole-time equivalent figures for 1981. In 1980 the working week was reduced to 37% hours and in this line the
figures for 1979 have been adjusted to take account of this change.

4. As explained in 3 the line above which shows the change in all staff, including nurses and midwives, compares 1979
figures when the working week for nurses 40 hours with 1980 and 1981 when their working week was reduced to 374 hours.
This line shows the change when the 1979 figures have been adjusted to take account of the reduction in the nurses working
week., Some other groups of staff also have had reductions in the working week or changes in leave entitlement over the
period.




NURSING AND MIDWIFERY STAFF: THE EFFECT OF THE REDUCTION IN WORKING HOURS

1. The effect of the change in the hours of nursing and midwifery staff from
40 to 373 hours a week, which took place over a period between April 1980 and
—

1981, was to reduce the contribution of each full-time nurse or midwife by
.

2% hours, or 6% per cent.
— —

2 When they introduced the 37% hour week health authorities had to make up

this deficiency, in one of a number of ways:

- by absorbing part of the change through more efficient rostering,

where this was possible (an efficiency saving)

- by temporary use of overtime, until more staff could be recruited

(overtime does not appear in the whole-time equivalent figures)

- by recruiting more staff.

———————— —

The great majority of the deficiency had to be made up in this last way, by extra

recruitment.

Se The hours of the very large number of part-time nursing and midwifery staff
also had to be recalculated on the basis of a 374 hour week, producing a notional
increase in part-time working, in terms of whole-time equivalents. For example a
nurse working 20 hours, who appeared as half-time under the 40 hour week, would

now appear in the statistics, and be paid, as working more than half time.

4. The Department's published nursing figures for 1980 gave two figures of whole-
time equivalent staffing, one on the basis of a 374 hour week, and one (in brackets)
in which the effect of the notional increase in part-time working between 1979 and
1980 was eliminated by basing the 1980 part-time figures on a 40 hour week, but not
the extra recruitment made necessary by the change in the working hours of full-time
staff.

5e It now seems clearer, and more defensible to present the change in broader
terms, offsetting against the change in working hours the whole of the extra

recruitment needed to make up the deficiency it created in contractual hours.




6. Over a two year period the whole-time equivalent of nursing
staff rose from 358,000 in September 1979 (based on the 40 hour
week) to 392,000 in September 1981 (based on the 374 hour week)
an increase of around 94 per cent. These are historically 'correct'
manpower figures, and real in the sense that they represent the

contractual hours the NHS is paying for.

. However, for purposes of comparison, if the September 1979
P - k ] 2

figure is recalculated on the basis of a nominal 374 hour week,

ie increased by a factor of 40/37.5 or 6.7 per cent, it becomes
382,000 instead of 358,000. We then have a service incregse, in
terms of contract hours worked, of 2.6 per cent over the two year
period, leaving about 6.7 per cent of the 9.5 per cent increase
mentioned above as due in one way or another to the change in
contract hours. This increase seems a more appropriate measure

of manpower growth in resource input terms, and would be used, for

example, in a PESC context.

8. Both calculations are shown in the table suggested with

explanatory notes.
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NATIONAL HEALTH SERVICE PAY
\‘8!3 Mr Jim Spicer (C. West Dorsct)
To ask the Secrctary of State for Social Services, what is the latest position

on National Health Service pay in 1982-83.

o ot

MR NORMAN FOWLER _
My right hon and leaixmed Friend, the Chancellor of the Exchequer announced

in his statement on public expenditure on 2 December that expenditure plans
for 1982/3 included a 4 per cent pay factor for the public services. Alloca-
tions for 1982/83% to Health Authorities in Great Britain accordingly include
4 per cent for increases in earnings from dué settlement dates. It remaing
the Government's view that this is in general an appropriate provision.

The Government recognise the need for pay settlements to tzke account of
market factors including their effect on recruitment and the retention of"
certain types of expensively trained staff in the NHS. An additional

£81.9 million will, therefore, now be made available for someé specific
“groups within the NHS responsible for the direct treatment of patients.

This money, which includes the cost of related employers' superannuation

and national insurance contyibutions, will be available to finance appropriate
pay settlements for nurses and midwives and for the professions supplementary
to medicine, to introduce a new contract for ambulancemen and an emergency
duty agreement for hospital pharmacists. Two thirds of the additional monéy
will be provided from the contingency reserve and added to the cash limits,
and the remaining third will be found by Health Authorities. The pay of
doctors and dentists will be considered in the light of the Report of the

Doctors and Dentisls Review Body later in the year.
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You have put to me a number of questions about the increases
in NHS manpower, especially nngigg manpower since 1979, and
I am most anxious with the increasing interest in this issue
among Members, to give you an up-to-date and comprehensive
reply which will stand up to attack.

/3

Broad provisional NHS staffing figures for September 12§J have
Just become available from the NHS Regions. But in order to
compare them fairly and effectively with the figures for
earlier years, I have had to ask our statisticians to undertake
some further work. I hope to be able to present the full
picture, answering your detailed questions about nursing
manpower, early next week. I would envisage that we might
then take the opportunity of an arranged PQ to present these
new figures in the way we want them to be seen, providing a
basis for future discussion.

N —

g

The Department of Employment head count - which is of course

the best index of the number of individuals with full time and
part-time jobs in the NHS - is inevitably far higher than
'whole-time equivalent'. The figure of 1,200,000 in Ralph Howells'
recent letter is a head count figure for the UK in 1980. 1In
September 1981 the total number of NHS staff in England, in

whole time equivalent terms, was some 820, 700.
e —————

I am copying this minute to the Chief Secretary, the Secretary
of State for Scotland and the Secretary of State for Wales.

R
; \ A, -

Ij;fSFebruary 1982 NF

CONFIDENTIAL







PRIME MINISTER

You have now had a
discussion with Mr Jenkin about
NHS staff numbers.

Are you now ready to approve
publication of the "Priorities
and Policies" Hlocument on
February, with an oral statement

that day?

}_~ia:‘

18 February, 1981

(mljr‘wwl o A
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From the Principal Private Secretary

MANAGEMENT IN CONI'IDENCE 17 February 1981

\‘ s—o‘k
L,_n’. Tl -

)
NHS MANPOWER

The Prime Minister and your Secretary of State had a brief
word this morning about his minute of 16 February 1981 about NHS
manpower . s

The Prime Minister said that it had come as a very real surprise
to her and, apparently, to some other members of the Cabinet to
learn that NHS manpower had grown by 25,000 since May 1979. The
increase was particularly disconcerting because it came at a time
when much of the rest of the public service was being reduced. The
Manifesto commitment had been that there would be no reduction in
spending on the health service and that better use would be made
of .what resources were available. The growth which had actually
occurred in the health service since the election seemed to go
beyond this undertaking.

Mr Jenkin said that he could not understand why any of his
colleagues should be surprised at the relatively modest growth in
the health service which, for example, had expanded in England by
about 19,000 to 20,000 between June 1979 and June 1980. It had been
agreed 1n the run up to the election that the levels of expenditure
planned for the NHS by the previous administration should be
maintained. This had meant that the service had continued since
May 1979 to enjoy a limited measure of growth in real terms. Health
expenditure had been discussed by Cabinet on four or five occasions
over the last twenty-one months and it had always been on the basis
of the same policy that there should be a small measure of growth.
In a labour-intensive service a policy of growth meant that there was
bound to be an increase in manpower. Most of this, however, had been
in the professional sector, e.g. doctors, nurses, physiotherapists and
So on, rather than in qdmlnlstrdlee and cle rlcal staff. If the
Government was going to abandon its commitment on the health service,
we should make this clear publicly, but it would be seen as a very
considerable change of direction.

The Prime Minister said that the ratio of one administrator to
four/five professional staff revealed in the breakdown of the total




increase of 19/20,000 seemed unduly high. Moreover, the C & AG's
recent report indicated that there were major disparities in staffing
levels between different regions of the health service, and this
suggested that there might be scope for reducing manning and
increasing efficiency in certain areas.

Your Secretary of State said that the health service was doing
well in bringing down the costs of its own management. The target
for management costs for March 1980 had been 5.25 per cent of the
total cost of the gervice but the proportion actually achieved
nationally had been 5.05 per cent. The target for 1984/85 was
4.5 per cent. Moreover, it was important to distinguish between
the administrative staff who were employed on management functions
and those, like medical secretaries and ward clerks, who were in
direct support of professional staff who were providing services
to patients. The average period which patients now spent in
hospital was dropping. This was due, at least in part, to more
intensive nursing, but this could be achieved only if nurses ceased
to do clerical work and this made it necessary to employ more ward
clerks. Similarly, the recruitment of an additional 2,000 doctors
meant that they had to be given appropriate administrative support.

The comparisons between one region of the health service and
another drawn in the C & AG's report needed to be treated with care.
London, for example, had a very different mix of hospitals from East
Anglia and therefore a different requirement for staff. The fact
was that his Department did not attempt to impose a detailed manpower
scrutiny on the NHS. Rather, they exercised control through the
strict application of cash limits. And they were also looking at
new systems of efficiency monitoring, including manpower.

The Prime Minister said that she remained surprised at the size
of the increase in health service staff. Nonetheless, this growth
had now taken place and the Government should take credit for it.
She would find an opportunity to mention publicly the increase in
the number of doctors, nurses and other professional staff.

I am sending copiesof this letter to the Private Secretaries
to other members of the Cabinet, to Murdo Maclean and to David Wright.

I
Ko, Wi

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




PERSONAL AND CONFIDENTIAL

From the Principal Private Secretary 16 Feb 067
‘ebruary, .

The Prime Minister has asked me to thank your Secretary
of State for his Secret and Personal minute of 13 February,
1981, about manpower in the public services.

Like Mr. Heseltine, the Prime Minister is most disturbed
about the increase in National Health Service manpower, and
your Secretary of State might like to see, as a measure of
her concern, the attached copies of some correspondence
about Mr. Jenkin's proposal to publish a document setting
out national priorities and policies for the Health and
Personal Social Services.

The Prime Minister understands that Mr. Jenkin will
be letting her have very shortly a note on the apparent
increase of 25,000 in the staff of the National Health Service.

David Edmonds, Esq.,
Department of the Environment.

PERSONAL AND CONFIDENTIAL
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I see that Mr. Heseltine
has approached the Prime Minister
on a personal basis about the
NHS staff increase. Do you want
to send him a copy of my letter
below on a personal basis, to
show that the Prime Minister is
taking the matter seriously?
There is no other basis for
copying to _him without copying
to the whole of Cabinet.

16 February 1981




10 DOWNING STREET

From the Private Secretary 16 February 1981

We had a word this morning about your
Secretary of State's letter of 12 February
covering the draft document on priorities
and policies for the health and personal
social services,

As I told you, the Prime Minister
wants to understand the basis on which the
National health Service staff count has
apparently increased by some 25,000 since
the Government came to power. She is not
ready to approve publication of the document
until she has seen the staffing points
satisfactorily clarified.

I am sending copies of this letter to
Peter Jenkins (H.M. Treasury), Stephen Boys-
Smith (Home Office), Jim Buckley (Lord
President's Office), Nick Huxtable (Office
of the Chancellor of the Duchy of Lancaster),
Murdo Maclean (Chief Whip's Office) and
David Wright (Cabinet Office).

Don Brereton, Esq.,
Department of Health and Social Security.
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I think that I should circulate a minute in order to try to get
into clearer focus the question of manpower growth in the NHS.(Qﬁlihf‘?
Several Cabinet colleagues have recently expressed critical
surprise that NHS staff are growing in numbers; they should not /7?57
be surprised and I hope the following explanation will help to {é
L

Ve
Ve %

clear minds.

Government Policy Towards the NHS

Our policy on expenditure on the NHS, based on our Manifesto
Commitment, is that it should continue to enjoy a limited measure
of real growth, broadly in line with the projected development
planned by the previous Administration. This will be of the

order of 2% per year on average over the next 2 years. As Cabinet
has accepted in our PESC discussions, this growth is needed to
cope with the effect of population changes, in particular the
increase in the number of very old people; to tackle certain
serious deficiencies in the Service, eg waiting lists; and to

meet some of the costs of continued medical advance. We agreed
before the Election that for all these reasons planned expenditure
on the NHS should be maintained and we have earned some credit by
sticking to that promise. (The NHS contribution to helping with
the PSBR problem has mainly been in the form of increased charges
and next April's rise in employees' NHS contributions).

Labour-intensive Service

Manpower accounts for 70% of NHS spending and, in such a labour-
intensive business, financial growth must mean more staff. Indeed,
it would be extraordinary to increase facilities and equipment and
refuse to recruit the additional doctors, nurses and supporting
staff required to use them.




A rough count suggests that between June 1979 and June 1980

NHS staff in England grew by about 19/20,000 (though many of
these were part-timers). This is an increase of about 2.2%
per annum. A broad breakdown of the figures points to an
increase of around 2,000 doctors (including doctors in shortage
specialties such as geriatrics and anaesthetics), 10,000 nurses
and 3,000 professional and technical staff (physiotherapists,
radiographers, laboratory technicians etc) - all of them staff
who give services directly to patients. In addition, about
4,000 administrative and clerical staff were recruited. But

in my view this increase in support staff is équall& Jjustifiable.

Proper support for doctors, nurses and others giving services to
patients - for example, medical secretaries and ward clerks -

is essential. The trend over the years has been for a reduced
length of stay in hospital, involving more sophisticated and
intensive patterns of care from increasingly specialised staff.
Without adequate support staff, specialists would be required to
spend their own time on routine clerical activities such as
maintaining medical records.

Reduction of Bureaucracy

The overall control on the use of resources in the NHS is of
course financial and since we came into office the Service has
lived within its cash limits. The cash limit is without doubt

an effective stimulus to efficiency and better management. In
order to reduce "bureaucracy", where criticism of the existing
structure has rightly been focussed, we are not only stream-
lining the structure of the Service, but also operating tight
controls on the proportion of NHS expenditure devoted to manage-
ment. These controls cover staff in the administrative and
clerical grades who are not in direct support of patient services.
Against a set target for management costs for March 1980 of 5.25%,
the proportion actually achieved nationally was 5.05%. I am
seeking a further significant reduction in the proportion (to
about 4.5%) by 1984/85 from the new, slimmed down, structure.




We are concerned also to increase efficiency in the ancillary
grades and the ambulance service where the Clegg Report pointed
to restrictive practices and over-manning. There has been a
continuing real reduction in the numbers of ancillary staff since
1976, but I am following up personally with the Chairmen of
Health Authorities evidence of inefficiency and restrictive
practices. I have accepted already a reduction of £25 million
for 1981/82 in recognition of our determination to squeeze out
such practices and to secure other economies. We are in the
process of mounting several experiments in how efficiency
monitoring at all levels can be made more effective.

Summagz

In brief, NHS staffs have continued to grow in total as a
consequence of our policy of continuing to give the Service

some measure of real growth each year. But the Service has

lived within tight cash limits; it is reducing the cost of the
"management" element of its administrative and clerical staffs

to a very low proportion of total revenue expenditure; and it

is exploring further ways of improving efficiency while

embarking on a reorganisation designed to streamline the
structure of the Service as a whole. This is the policy on which
we fought the election and I want to carry it through.

Copies go to Cabinet colleagues, the Chief Whip and
Sir Robert Armstrong.

/6 February 19871

From: Secretary of State for Social Services
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At the cost of provoking serious personal animosity in local govern-
ment - an animosity which I fear is felt by members of our own Party
too - I have fought for 2 years to bring abour reductions in local
government manpower. As you will recall, within days of the election
I called for a freeze on manpower. I have made a series of speeches
to local government conferences, I have had dozens of meetings with
individual authorities or leaders, and I have taken - with the backing
of Cabinet - an extremely tough stance on local government current
spending, of which 70% goes on wages and salaries. The first real
reductions in local authority manpower have now started to come
through. After 30 years where the graph 1inexorably rose - with the
exception of a small hiccup in the aftermath of the IMF cuts - as a
result of our policy local government manpower is beginning to decline.
Since the election, manpower has dropped by 2% - the fastest ever

rate achieved - producing a reduction of 42,000 staff in local govern-
ment overasll. I am maintaining the pressure. I very much hope that
in the future the rate of decrease will continue.

But T simply do not now know how I can explain to local government
that over a single year the manpower employed in the National Health
Service has increased by 25,000 or 2.1%. The rate of increase is
marginally faster than the rate of decrease achieved in local govern-
ment. It means that for all the anguish I have gone through to
reduce local government numbers the net effect on the public sector
is wiped out to a very large extent.

I cannot accept that it is sufficient to argue that local government
is over-manned and therefore can bear the strain better than the
Health Service. Local government, of course, is over-manned, but
many of the services which it provides - such as personal social
services - have just as great a case for special concern as those
provided by the NHS.

Over recent years a very substantial bureaucratic organisation has

been built up in the NHS. For example, table 3.41 of the CSO

Annual Abstract of Statistics 1981 shows that between 1971 and 1978
administration and clerical staff in the hospital services have

nearly doubled from 54,509 to 106,637. There are grounds for believing
that there is just as much, if not more, inefficiency in the use of
manual and ancillary staff in the NHS as in local government.

This has made me think again about our commitment to savings in

Civil Service manpower. The fact that the NHS can increase by 25,000
in a gingle year contrasts starkly with the efforts being made in

DOE, as well as the policies I seek to bring about in local government.
I feel even more bitter when I look at the efforts which my Ministers
and civil servants have made in my own Department, with unprecedented
controls on recruitment and manning, to secure manpower targets to
which I had committed myself. Since the election DOE manpower has
been reduced from 56,039 to 50,038 - a drop of 11%. There is now
anguished debate as to how we can find the last 50 before April!




SECRET AND PERSONAL

These results were achieved without transfers of staff to any other
agency or government department or privatisation (with the exception
of 4 staff who went to OAL). It was achieved by tight Ministerial
control on recruitment and manning; and through the developméht of

a management information system for Ministers which means that, for
the first time, I have costed manpower data on the activities of
every part of the Department. May I suggest that one of the first
priorities of Mr Littler's group is to satisfy you of the existence
of equivalent machinery in Whitehall at large?

As you will see from the attached note, I am looking for real
manpower reductions of 26% in all, which are greater than those being
sought in any other government department, except perhaps for the
Lord President. 1 believe my targets will be achieved. If some of
the ideas I have for this area are brought about I should be able to
make even greater savings. ©So I am committed between now and 1984 to
a further 16% saving; and this could reach 20% or more. I believe that
it would be invaluable if you had made available to you for your own
personal consideration a schedule showing the staff in post of each
government department at May 1979, showing thé run-down and latest
SIP, but with details of how it has been achieved, including - on

a common format - figures for inter-government trangferu, transfers
to local authorities, transfers to quasi-public suthorities etc.

In addition, I have brought asbout the quarterly publication of man-
power figures for every local authority. I publish on a quarterly
basis the manpower figures for my own Department. All ancillary

bodies related to my Department are now going to produce figures.

Each has been told clearly the reduced staff levels we expect of them.
As you know, this week I sent in teams of accountants to the water
authorities: one of their objectives is to look at staffing levels.

The fundamental point I would make is that none of this can be done
without an unusual degree of Ministerigl commitment to the detail of
the processes, without which such results are not attainable. I am
resolutely behind holding to the 6% cash limit. But before I can
move to the point in my own Department where I have to introduce
compulsory redundancy I believe it is only fair to me to be assured
that the same management controls operating in my own Department are
operating in other Departments. On the evidence of past achievement
and future targets, it is difficult to avoid the conclusion that one
of the most significant reasons for the wide differences is that the
special pleading which I have had to sweep aside from local govern-
ment - and on occasion, from within my own Department - has been
accepted in other areas. As a result, manpower targets hsve not been
hit and we see the results we now see in the Health Service.

I write in these terms because I cannot believe that we should allow
ourselves to fail in so critical an area and on objectives to which
we were sO deeply committed.

TR
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Posts

Lord President 29.9 54873
Environment 2657 14, 604
Industry 2541 2,194
Transport 22.9 32,183
Defence 19.5 47,660
Exchequer 19.2 24,305
Agriculture 4%+ 3 2,406
Education & Science 125 457
Welsh Office 15.9 412
Trade 153 145735
Energy 14.0 177
DHSS 10.9
Scottish Office 104 11,604
Employment 8.7 988
Foreigh Office 8.2 4,652
Northern Ireland Office 7«2 16
Lord Chancellor 3.1 512
Home Office +4.2 +1,410
(Others) 0.5 40

Notes

(a) All percentages show staff savings expressed as a percentage
of the SIP figure for 1.4.79.




Target Staff
Staff in Staffin in post al
post af postat st April 1984
1st April  Ist October (Rounded 1o
Department 1979 1950 nearest 100)
MAFF 13,956 13,406 11,600
Chancellor of the

Exchequer’s :

Departments 126,905 115,938 102,600
Defence 247,660 235,226 200,000
Education and Science 2,647 2,571 2,200
Employment Group 53,625 50,912 49,000
Energy 1,267 1,222 1,100
Environment and % %

Ordnance Survey 56,039 49,360 g 41,400+
FCO/ODA 12,078 11,605 11,100 -
Health and Social

Security 98,369 97,917 87,700
Home Office 33,490 34,924 34,900
Industry 9,514 9,120 7,300
Lord Chancellor’s

Departments 16,518 16,370 16,000
Lord President’s

Departments 12,957 12,289 9,100
Scottish Office v 11,119 10,911 10,000
Trade, Office of Fair *

Trading and Export

Credits Guarantee

Department 9,940 8,400
Transport 13,908 10,700
Welsh Office 2,607 2,200
Other Departments 9,700
Contingency margin 15,000

TotaLs (rounded) 630,000

—_—

* includes Ordnsnce Survey

++ includes 800 staff to
transfer to DTp on 1.4.87

g 1276 staff working for
the US Forces are excluded
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Alexander Fleming House, Elephant & Castle, London SE1 6BY
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From the Secretary of State for Social Services

Petra Laidlaw

Private Secretary

Chancellor of the Duchy of Lancaster
Privy Council Office

70 Whitehall

London SW1 22 July 1980
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MEDICAL MANPOWER - THE NEXT TWENTY YEARS

I attach correspondence between my Secretary of State
and the Secretary of State for Scotland as it proposes
a statement by way of a Written Answer in the last week
of Parliament.

Copies of this letter and attachments go to Nick Sanders
(No 10) and Richard Prescott (PMG's Office).
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Private Secretary
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The Rt Hon George Younger TD MP

Secretary of State for Scotland

Scottish Office

Dover House

Whitehall ,
London SW1 o D July 1980
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Thank you for your letter of 24 June about the Report of the Inter-Departmental
Steering Group on Medical Manpower and the proposed statement on the future intake
to the medical schools.

I fully agree with you that the Report's conclusions allow for a very broad range
of possibilities; and there is certainly a considerable degree of uncertainty
about the factors affecting the calculations of the numbers of doctors we should
be training. I am therefore quite content to accept virtually the whole of the
text of the revised statement which you attached to your letter.

However, as you will see from the enclosed draft, I have suggested one or two
amendments. These stem either from comments received at official level from the
Treasury and the DES or from my own reservations about your pessimism as regards
possible medical unemployment. In spite of the fears of the medical profession
(which are also expressed south of the border), the level of medical unemployment

is at present negligible (about 0.5 per cent of all registered medical practitioners
in Great Britain are registered as unemployed and their numbers have been falling in
the last two quarters). Furthermore, while I accept that there is growing concern
about the level of financial resources likely to be available in the public sector
in the coming years, I feel sure that we must learn from the mistakes of our
predecessors and not be blown off what is a very long-term course by short-term
considerations. As the submission from my officials reported, the view of the
Steering Group was that "although the prospects of medical unemployment could not

be completely excluded, it was possible that there would be a short-fall of doctors
by the end of the century if the intake to medical schools remained at or below
4,080 per year". In my view it would be premature, on the basis of the evidence
available to us at present, to stress the likelihood of either of these alternatives
coming about; and for this reason I would prefer to omit the last sentence of your
third paragraph from the draft statement.




I am planning to make this statement, by way of a written Reply, in the last week
before Parliament rises, and it would therefore be very helpful to know soon
whether you and the others to whom I am copying this letter are content with the
attached draft. This goes, like yours, to Nicholas Edwards and to Mark Carlisle.
My office is copying this exchange of correspondence to the Office of the

Duchy of Lancaster, the Paymaster General's Office and to No 10.




MEDICAL MANPOWER

DRAFT STATEMENT IN RESPONSE TO AN INSPIRED PQ

Question = To ask the Secretary of State for Social Services when he
expects to make a statement on the size of the future medical school
intake following consultations on his Department's discussion paper
"Medical Manpower - the next 20 years".

SUGGESTED ANSWER:

Following the publicetion in the autumn of 1978 of thé discussion peper
"Medical Manpower - the next 20 years", comments from more than 100
organisations have been received and analysed. In addition, an Inter—-
Departmental Steering Group has prepared a reﬁort, based on further work
by officials, on the country's likely long-term needs for medical manpower.
Copies of the Group's report have today been placed in the Library

and further copies will be obtainable from my Department on payment.

Because of the length of time it takes to train doctors, medical school
intakes have to be planned on the basis of calculations which necessarily
meke assumptions about lomg-term trends in a number of factors. These
include the level of financial resources likely to be available for the
health and education progremmes, the contribution made by overseas doctors,
the career patterns of women doctors and changing working practices

in the Health Service. None of these factors can be predicted with

a
eny precision and illustrative projections of the range of options have

been made for the purposes of the Inter-Departmental Steering Group's
studye They do not, however, constitute a Government view of how the
economy or the Heelth Services necessarily will or should progress, and
they will need to be revised from time to time in the light of experience.
Because of the unavoidable uncertainties involved in making these
calculations, my rt hon friends and I share the view expressed by the
Royal Commission on the NHS, representatives of the medical profession
and the Steering Group that it is important for them to be regularly
reviewed and the outcome made publicly known. My officials will

discuss the arrangements for such reviews with the interests most

closely concerned.




The planned ennual target intake to medical schools in Great Britain
stends at 4,080. The Government have concluded that there should at
present be no change in either direction in that target figure, although

we recognise that expenditure constraints may delay its complete
achievement. In addition to ensuring the supply of an appropriate
number of new doctors, it is also important that we make the most
efficient use of those already in the Health Service. The Government
will therefore do what it can to encourage flexibility in postgraduate

medicel training and in medical career structures.
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