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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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496: Social Services

House of Commons HANSARD, 4 May 1984, column 642 to
708: National Health Service (Griffiths Report)
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RECRUITMENT A!JVERTISINu IN THE NHS

Thank you for copying to me your letter of 27 July to Willie Whitelaw about
the results of the negotiations agreed in H Committee.

I share colleagues views that the outcome is very satisfactory and that
John Patten and his team are to be congratulated. I was particularly
pleased to see that the concerns registered by George Younger and by me in
correspondence earlier this year appear to have been substantially met and
I am content for the arrangements you propose to apply in Wales. I agree
with colleagues that the Report should be published.

I am copying this to the Prime Minister, to members of H Committee, to Grey
Gowrie and Sir Robert Armstrong.

s ,}.,.m.,/

b

Approved by the Secretary of State
and signed in his absence

The Rt Hon Norman Fowler MP
Secretary of State for Social Services
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Better Management in Health Authorities in England .

The Inquiry

Many of us—in and outside the NHS — believe that we could make a better job of health care if we had better
management. The NHS Management Inquiry team was asked by the Government to review NHS management and
come up with proposals.

What the Inquiry team found

The Griffiths team found a lack of effective general management at all levels of the Health Authority structure. The
result? Too often, frustrating delays and inaction. The need for better management is widely agreed throughout the
Health Service and the House of Commons Social Services Committee found that the Griffiths Report’s critique
“commands general assent.”

The key recommendation of the Griffiths Report is that management in Health Authorities should be strengthened so
that the NHS can become yet more effective in providing services to patients. And it provided a welcome restatement
of the principle which should guide everybody responsible for Health Services — concern for the individual patient.

Its fundamental message was of the need for a more dynamic management style in Health Authorities: getting things
done, rather than deferring action. In short, bring in general management.

Whatis ‘general management’?

‘General management’ enables an organisation to plan, act on, control and measure its decisions and actions effectively
and efficiently; and in a way which brings results. The General Manager is the person responsible, and accountable, for
ensuring that these decisions are made and actions taken.

The purpose of general management in Health Authorities

By establishing a general management function in Health Authorities, the concern shared by all working in the Health
Service for the quality and efficiency of patient services will be more easily translated into effective action; the available
resources will be better used and those working in the Service will obtain greater satisfaction from their work. The
patient, the community, the taxpayer and the employee will all benefit.

Managing by consensus —that is, managing by agreement — works well some of the time in business and in Health
Authorities. Where consensus is working well, no sensible General Manager will need to lose it.

General management will have most effect where consensus is not working well. It will help people to take'decisions
where and when they are needed —thus improving effectiveness.

Consensus management can fail when difficult, perhaps painful, decisions have to be made. Too often in Health
Authorities, the power to veto has meant that nothing happens.

Some problems, of course, solve themselves or go away. But others remain and may get worse. This does notimprove
patient care and it is depressing for Health Authority staff. Effective management means that such problems are tackled
not shelved.

Tlritics: are they right?

The Griffiths team concluded that the processes of decision-making and consultation in Health Authorities are
elaborate and that the machinery for implementing decisions is weak. These are the direct results of a lack of clear
management.

Many people, inand out of the Health Service, agree. As the BMA's Secretary has put it:

“The criticisms of the Griffiths Report of NHS management will be readily understood by clinicians who have become
increasingly frustrated with the inordinate delays which accompany even relatively unimportant issues in the NHS
before any action is taken.”

And clinicians are not the only people to feel frustrated. Lots of people would like to see improvements.

By clarifying and strengthening the role of management throughout Health Authorities, we are developing the existing
arrangements in a positive way.

The Next Step

The Government is going to implement the Griffiths Report proposals for general management
as the next step in its programme of improving management in Health Authorities.
(See “What'’s Going On?’)

This is what is happening

A Health Services Supervisory Board has been set up in the Department to advise the Secretary of State for Social
Services on the strategic direction of the Health Service. Members of this Board include the Health Ministers; the
Permanent Secretary and Accounting Officer, the Chief Medical Officer, the Chief Nursing Officer; Mr Roy Griffiths
and the Chairman of the new NHS Management Board.

An NHS Management Board is being established within the Department: it will carry out, under the direction of
Ministers, those management functions in respect of Health Authorities which the Department must carry out —for
example, finance, information and performance review. It will report to the Supervisory Board on Health Authorities'
performance; the new Chairman, when appointed, will be a member of that Board.

Health Authority management is to be strengthened at Regional, District and, later, at Unit level.

Each Regional and District Health Authority is to identify a General Manager who will then take responsibility —and be
accountable to his or her Authority — for the overall managerial performance of the management team and the people
under it. When Authorities have done this, District Health Authorities will identify Unit General Managers.

Regional and District Authorities are being given considerable freedom to propose arrangements which best suit their
local requirements, but they and their Units must establish their own general management function and that for their
Units, by the end of 1985.

In line with the intentions of the 1982 reorganisation, decision-making and responsibility is to be devolved wherever
possible down the organisation to the Unit, where patient needs are directly met and where the changes must occur to
achieve the overall aim of improving services to patients.

Supportfor the new and existing management roles is to be provided by the NHS Training Authority through an
enhanced management training programme, particularly geared to doctors and nurses.




Health Authority Management - The Present

This is a simplified representation of the main present management relationships in Health Authorities and the':r&s

with DHSS, the Secretary of State for Social Services and Parliament.

SOLID LINES
indicate
Management Accountability

DOTTED LINES
indicate
Professional Accountability

KEY

RMO

Regional Medical Officer
DMO

District Medical Officer
CON

Consultant

GP
General Practitioner

RA

Regional Administrator
RT

Regional Treasurer
RWO

Regional Works Officer
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District Administrator
DT

District Treasurer
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Regional Nursing Officer
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District Nursing Officer
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Ith Authority Management - The Future

Thisisa simplified representation of the key future management relationships in Health Authorities and DHSS, how

they link to each other, to the Secretary of State for Social Services and to Parliament.

These management developments will all take place within the existing accountability arrangements and statutory
framework.
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DISTRICT
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What’s Going On?

The introduction of general managers in Health Authorities is not being done in isolation. It is part of a national
development programme in NHS management: some parts established already, some happening now, some
yetto come.

Developmentsin 1982

Health Service restructured

Rayner-type scrutinies introduced for the Health Service

System of annual accountability reviews established

Annual review by Ministers of Regional Health Authority performance introduced
Annual review by Regional Health Authorities of District performance introduced

Developmentsin 1983

Annual accountability reviews extended: DHA reviews of Unit performance
Comparative performance indicators applied

Value-for-money audit programme introduced

Manpower planning tightened up

Manpower information now available more quickly and at quarterly intervals
Competitive tendering introduced

NHS Training Authority established

Griffiths Report published

Health Services Supervisory Board set up by Secretary of State

Developmentsin 1984
Cash limits, manpower targets and service development brought together
Cost-improvement programmes established

DHSS Headquarters manpower target—20% reduction since 1979 —achieved

Stock control reviewed

Nucleus of new Health Service Management Board created

and now

Griffiths Report implemented and general management function introduced in Health Authorities

Further action planned or in hand:

Chairman of NHS Management Board to be appointed and Management Board established

Management budgets for DHAs being further developed

Works function being reviewed

Introduction of improved information systems (based on the review of Mrs Kérner's Working Group)

Review of communications between DHSS and NHS (led by a Regional Administrator)

Review of possible further developments in Health Authorities’ financial management (led by a Regional Treasurer)
NHSTA management training programsme being introduced




*stions and Answers
Wdouldn’t it be better for Government simply to put more money into the Health Service?

The Government is putting more money into the Health Service. Spending on the NHS has doubled since 1979 from
£7%4billionto £15Y4 billion, an increase of 18% more than inflation.

But that's not the whole of the argument by any means. No matter how much money is put into the NHS, we will never
be in the position where we will be so rich that we could afford to waste money. There is a duty to be efficient.

A sensible management system aids the effective use of resources which are inevitably limited. NHS management must
have the authority, and take the responsibility, for promoting efficient use of those resources.

Shouldn’t we be allowed to settle down from the 1982 reorganisation before we embark on all this?

This new scheme isnt a reorganisation —itis a development of the 1982 structure. Most peoples' jobs will remain much
as they are. It is the process of managing the [982 structure which is being improved. ‘Settling down'is a luxury which

few organisations canafford,since their clients are constantly becoming more demanding about the services they require.

Not only that, but every time an organisation develops a new system — like the 1982 reorganisation — experience soon
shows how to make the next set of improvements. All organisations have to adapt to changing circumstance and the
NHS can, and must, continue its long history of evolution in order to carry out its tasks in the best possible way.

Will these new general managers have powers to take decisions and promote action?

Yes. They will be responsible for the effective working of their teams and staff. Responsibility without power is the role
of the scapegoat. If you want effective management, then responsibility and authority have to be matched. That is what
these new proposals aim to achieve.

What happens if the doctors or nurses disagree with the General Manager?

If the disagreement is over a management decision, the General Manager must fulfil his responsibility to see that the
decision is taken, if necessary by the Authority itself. This is the job the Authority has given him or her.

If the disagreement is over a professional matter, the doctors and nurses will be able to refer to the Authority, as at
present.

June 1984

rinted by DPL, London.
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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

Sir Robert Armstrong GCB CVO
Cabinet Office

70 Whitehall

London SW1

s e Gotov

When my Secretary of State and I had our long talk with the Prime Minister on
29 June about some of our immediate staffing problems I realised that we had
not served the centre - and her Office - very well in briefing about what
this Department's job is and how we do it. I told Robin Butler afterwards
that I would set in hand a new version of our basic brief.

The enclosed hand-book on "The Functions, Staffing and Management of DHSS"
is an up-dated and expanded version of a standing Departmental brief for
Ministers and senior colleagues. It aims to provide a snapshot (with a
particular emphasis on the Headquarters role) of what this Department does,
how its activity is staffed and managed, and what the major tasks in hand
or ahead are.

I hope the hand-book will be of interest also to Peter Middleton, Robin Ibbs,
and Robin Butler, to all of whom I am copying this letter and the hand-book.
We shall up-date it from time to time. If it appears to you to have any holes
in it or leave obvious questions unanswered, please let me know and we can
correct it.

for e

;F,_.
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THE FUNCTIONS, STAFFING AND MANAGEMENT OF DHSS

Introduction

1. DHSS is one of the largest Government Departments, responsible for pro-
grammes involving over £53 billion* a year - or over 42 per cent of all public
expenditure - and nearly £22 billion in revenue raised from contributions and

charges. It is accountable to Ministers and Parliament for five major businesses:-

social security;

hospital and community health services;

family practitioner services;

centrally financed health services

(eg special hospitals, public health laboratories);

personal social services.

2. Chart I (see page 15) summarises the money and manpower involved in

the 5 businesses. Key features are:-

2.1 Each business has a distinct management relationship with the

Secretary of State:-

social security - direct line management of 529 central, regional

and local offices in Great Britain;

hospital and community health services - 214 statutory

health authorities in England are accountable to the Secretary of
State for the provision of services;

family practitioner services - 53,000 independent businesses

under contract to 90 Family Practitioner Committees
accountable to the Secretary of State;

centrally financed health services - mixture of direct

management and accountable agencies;

personal social services - 110 English local authorities given

guidance.

2.2 None of the functions of these businesses is unique to DHSS.

Other Departments collect revenue, pay benefits, set health care

*All figures relate: to 1984/85 unless otherwise stated; to Great Britain
for social security and to England otherwise.
1




policies, allocate resources and take custody of dangerous people.

What is distinctive about DHSS is the spread and volume of its

responsibilities. (An indication of this is given by the full list

of statutes governing the work of the Department - see Fact sheet 1
on page 19). No other Departmental Minister or Accounting Officer

has the same direct responsibility for so much detail on such a scale.

It is this spread and volume of responsibilities, the variety of functions
they entail, and the way the Department is staffed to perform them which this

brief summarises.

OVERALL MANPOWER

4. The Department had 89,976 staff in post on 1 July 1984 - a reduction of
8,393 (or over 8%) since 1 April 1979. These figures disguise the true extent

of staff savings made over this period:-

demand-led work increased the staff requirement for local social

security offices by 6,500;

and opening the new Special Hospital for detained patients (a centrally

financed service) at Park Lane needed nearly 900 more staff.
So the gross reduction from 1979 to 1984 is about 15,800 (or 16%).
5. Chart II (see page 16) shows how the 90,000 divide between Headquarters
in London, the social security organisation outside Headquarters, and the DHSS

staff running directly managed health services. It also shows how the

numbers in each category have changed since April 1979.

Key features are:-

6.1 Over 80,000 (or 89%) work outside Headquarters, the vast majority
of them on the operational tasks of determining social security claims
and paying benefit. These are statutory requirements which must be
carried out both accurately and promptly. The progress of the
Department in improving productivity and efficiency in social security

operations is detailed in Fact-sheet 2 on page 21. The overall picture




is one of fewer staff dealing with more benefit claims and of a drop
in overall administration costs as a percentage of benefit expenditure
from 5.0% in 1978-79 to 4.7% in 1983-84 even though the proportion of
means-tested benefits, which are substantially more expensive to

administer, has increased greatly.

6.2 A further 4,500 staff (or 5%) work, also outside HQ, directly
on providing services to particular groups : for detained patients
in the 4 special hospitals, for disabled people at the network of
artificial limb centres, and for young offenders at Youth Treatment

Centres and a further 500 are engaged on NHS superannuation work.

6.3 The vast majority of the Deparmtnet's staff are concentrated in
the more junior grades with 93 per cent being of Executive Officer or
lower grade. This is reflected in the fact that the average salary
cost of a DHSS official is about £6,900 compared to about £8,500

which is the comparable figure for the Civil Service as a whole.

s It is on the functions of the staff at Headquarters that the following

paragraphs concentrate.

HEADQUARTERS MANPOWER

8. At 1 July 1984 the staff of DHSS Headquarters totalled 5,305 (or 5.9%

of the total). These include about 1,000 staff working either for independent

statutory authorities such as the Mental Health Review Tribunals and the Chief

Adjudication Officer or for a number of out-stationed service-providing

organisations such as the Regional Medical Service and the Dental Reference
Service. A more accurate figure for the core of professional and administrative
staff directly supporting Ministers at Headquarters is therefore 4,300.

There has been a 24% reduction in HQ manpower since April 1979 and HQ will

participate fully in achieving the Department's target for 1 April 1988.

9. Chart III (see page 17) shows the main organisation of Headquarters divided
into blocks headed by Deputy Secretaries or Heads of Profession. The staff

working within these blocks can broadly be broken down into:




those working specifically on the management of one of the

5 businesses;

= those working on various aspects of overall social policy

(covering not only social security and health and personal social
services but also a number of health functions not carried out directly

through one of the 4 HPSS businesses); and

= those providing corporate services to the Department as a whole:

establishments and personnel management for 90,000 staff; analytical
services provided by economists, statisticians, and operational researchers;
support services such as legal advisers, press office, library, management
services, and office services; research management, etc. Some tightening
of the organisation of support services is likely as a result of the inter-

departmental study of consultancy, inspection and review capabilities.

The distribution of staff between these broad categories is shown in

Chart IV on page 18.

HEADQUARTERS FUNCTIONS

10. Within these broad categorisations is a very wide diversity of tasks

and functions.

11. The 5 Businesses:- For each of the businesses the Secretary of State sets

the policy objectives designed to fulfil his statutory responsibilities and

determines the management action by which to achieve them. The extent and
nature of the management action (and so the number of staff employed on it)
vary according to the business and the management relationship between the
service providers in the field and the Secretary of State and the Department.
The relationship for 4 of the 5 businesses (the centrally financed services

being too small and varied to be summarised) is broadly:

11.1 Social Security: the management effort at the centre is devoted

to the operation and improvement of a directly managed system under

which annually 35 million beneficiaries receive payments totalling
£35.6 billion (this year) through the 80,000 staff of 529 offices and
£19.1 billion in National Insurance contributions is collected (and

recorded on computers holding 53 million contribution records).

4




Illustration: a more detailed picture of the tasks involved here
is given by the extract at Annex A on pages 25-26 from the annual
divisional management account (DMA) of the Regional Directorate

division which manages the Great Britain local office network.

11.2 Hospital and Community Health Services: Ministers' responsibil-

ities here are delivered through the agency of the 14 Regional Health

Authorities, 192 District Health Authorities (and 8 special health
authorities governing the London post-graduate teaching hospitals).

A major management effort is needed to see that these authorities plan
and deliver services in line with Government policy and objectives,
manage their operations efficiently, and are held properly to account

for their performance and use of public funds and of manpower.
(Fact-sheet 3 on pages 22-23 lists the main steps taken by the Government

as part of this management effort).

In addition, the Department performs certain specific central functions,
eg allocating resources (to a total of £9.8 billion in 1984-85) to the
health authorities; and negotiating, through the Whitley and Review
Body machinery, the pay and conditions of over 1 million staff

(in Great Britain) - 135 Whitley Council meetings alone in 1983.

Illustration: a more detailed function of one of the tasks involved here

is given by the extract at Annex B on page 26 from the DMA of NHS

Division P2 (now in the NHS Management Group).

11.3 Family Practitioner Services (FPS): Services are provided on the

Secretary of State's behalf by 53,000 independent family doctors,
dentists, opticians and chemists under contracts negotiated centrally

by the Department and administered locally by 90 Family Practitioner
Committees. To secure the Secretary of State's objectives the Department

can operate on the contracts of the practitioners (through negotiations

with their representatives) and on the supply and distribution of manpower.

Further management effort goes into establishing, monitoring and holding

to account the Family Practitioner Committees.

Illustration: for more detail see the extract at Annex C on page 27

from the DMA from NHS Division P3 (now in the Practitioners Group).




11.4 Personal Social Services: The social services departments

of local authorities are required by statute to act under the general
guidance of the Secretary of State, who, in addition, possesses certain
specific powers (eg of formal inquiry, inspection and action in default)
and responsibilities (eg in relation to social work training). The
Secretary of State does not, however, have the same role of direct
resource allocation and systematic monitoring of performance as for health
authorities. The Department's management effort therefore has to be
devoted to stimulating the social services provision it wishes to see
through written guidance, through its contacts with the local authority
associations and other representative bodies, through centrally financed
initiatives - and through the advisory and inspectorial role of the Depart-
ment's professional Social Work Service (SWS) central and regional staff.
That role will be strengthened with the proposed development of the SWS
into a Social Services Inspectorate (SSI): in particular, the SSI will
have a new emphasis on promoting efficiency in social services departments
and for that purpose will be reinforced by outside people of relevant

management disciplines on secondment.

Illustration: for more illustrative detail see the extract at Annex D

(on page 28) from the DMA of the Social Work Service.

12. In addition to staff working specifically on one of these businesses, a
further group of staff work on various aspects of social policy taken as a whole.
This covers social security policy, overall HPSS policy, and specific wider
health and social functions (many of the latter being dealt with by staff also

working on HPSS or social security policy).

13.1 Social security policy: The staff concerned support Ministers in defining

Government policy, monitoring its implementation, and responding to the
requirements of Parliament and requests from pressure groups and the media for
Government policy initiatives and statements. This entails, for example,
analysing available information on existing provision and needs, identifying
requirements for further information and research, and developing and costing
options for improving the effectiveness and efficiency of provision in the
light of the operational capabilities of the social security system. It

mean close working with other Government departments - eg with the Department
of Employment on Unemployment Benefit or the Department of Trade and Industry

on private sector occupational pension provision.

6




13.2 In addition to these continuing policy functions, the Department has to be
capable of responding to the need for more fundamental review of programmes
when it arises - as in the 4 current reviews (of pensions, supplementary
benefit, housing benefit, and benefits for children and young people), which
have required highly qualified support staff and involved the creation of a

central co-ordinating unit.

14. Overall HPSS policy: The staff here are principally in the HPSS Policy

group (and related professional divisions), working on health and personal
social services issues which cross the administrative boundaries between the
different HPSS businesses: for example, primary care, the care of the elderly,
mentally ill and handicapped, children, and other client groups. The policy
function is broadly the same as for social security (para 13.1 above) but it is
more complex because of the greater variety of agents for delivering services
and the less direct management relationship with them. To be effective, work on
HPSS policy requires contacts with many different organisations and groups
outside the Department : professional bodies, voluntary bodies, the NHS
authorities themselves, local authorities, research units, other government

departments, and so on. The role of the Department's professional staff is

particularly important here : formulating policy has to take account of
developments in professional thinking and knowledge and it will only be
successfully implemented if it is understood by, and has the support of, the
doctors, nurses and other staff in the front-line of caring for patients. The
links of the Chief Medical Officer and Chief Nursing Officer, and their staff,
to the professional bodies and to key professional staff in the field are as
much a part of the management system for achieving the Government's objectives

as the Department's direct relationship with the statutory authorities.

15. Wider health and social functions : Finally, the Secretary of State has,

in addition to his responsibility for the main businesses of DHSS, a wide
variety of separate, though related, responsibilities, deriving some from
specific statutes (see section 2 of Fact Sheet 1), others from his general
statutory duty (under the Act of 1919 setting up the Ministry of Health)

"to take all such steps as may be desirable to secure the effective carrying-

out and co-ordination of measures conducive to the health of the people".




16. These wider responsibilities include : promoting health education and

preventive health measures (including preventing, and controlling outbreaks

of, infectious diseases); other public and environmental health functions

(such as food hygiene); relations with, and control of, the private health

sector (including the licensing and inspection of some private facilities,

eg for abortion); evaluating the safety and efficiency of health care equipment;

licensing medicines; liaison with, and grant-aid to, voluntary bodies;

monitoring the professions' self-regulation (registration, education, disciplinary

procedures, etc); sponsoring research; and international work (negotiation and

operation of reciprocal health agreements; negotiation of relevant EC

directives, advice to travellers on health hazards, etc).

17. Key features of these wider health and social responsibilities are:-

17.1 many of them involve executive functions, usually laid down by

statute : an illustration is given by the extract at Annex E on page 29-30

from the divisional management account (DMA) of the joint administrative

and professional Medicines Division responsible for the licensing of

medicines and related procedures. This Division is a good example of
work in the Department which is largely demand-led (see quantification
attached to DMA extract) and often has a high political profile, usually
in the form of pressure on the Department for tighter controls and

greater investment of resources;

17.2 a necessary role is played, here again, by specialist professional staff

of the Department, who provide technical advice and services not only to
the Secretary of State but also to other government departments : an

illustration is given by the extract at Annex F on pages 30-31 from the DMA

of the medical division responsible for toxicology and environmental

protection. Again, an example of work which is largely demand-led, often
politically sensitive (witness the public concern over the incidence of
leukaemia near the Sellafield Nuclear Fuels site), and, in this case,
requires trained staff (toxicologists) in short supply and often sought

after by industry and international organisations;

17.3 while some of these wider health and social functions are discrete
(eg Medicines Division - 17.1 above), others are performed by staff also

working on related mainstream HPSS functions : eg grant-aiding voluntary




bodies concerned with, say, the elderly, is the responsibility of the
branch with general responsibility for care of the elderly; and the

monitoring of, say, the medical profession's self-regulation is done by

the division responsible generally for doctors' pay and conditions,

medical manpower planning, etc.

18. Accounting to Parliament and the public. A final major function of HQ,

affecting all divisions, consists of the day-in, day-out activity of servicing
Ministers, Parliament and the public. Fact Sheet 4 on page 24 describes and,
where possible, quantifies the burden on Ministers and DHSS HQ which this

represents.

MANAGEMENT CONTROL

19. Managing the work-load described in this brief is in itself a major

task. The overall record on manpower and efficiency is set out in Fact

Sheet 2. So far as HQ is concerned, considerable effort has been devoted

in recent years to ensuring that work is necessary, fits with Ministerial
priorities, and is performed as efficiently and economically as possible.

In 1980 a major review under the direction of Ministers looked critically

at all the functions of the Department to see if any were unnecessary or

could be better carried out outside the Department. This contributed to the

24 per cent reduction in HQ numbers since 1979. As part of this reduction

the number of Senior Open Structure (Under Secretary and above) posts has
decreased from 75 in 1979 to the present allocation of 57. Recent developments
to the same end are the setting-up and implementation of the Griffiths Report
in relation to HCHS management and the externalisation review of the Departmental

Works function.

20. The action taken in response to the Financial Management Initiative has
further strengthened the system of management control. The key to that system

is the Divisional Management Account (DMA) review process. The purpose of this

is to enable Ministers and senior officials : to be informed in detail about
Departmental activity; to clarify objectives and re-deploy resources accordingly;
and to make divisional heads properly accountable for progress towards the

objectives and their use of staff and other resources. Under this system:-




each divisional head submits an account setting out the division's
organisation, resources, and functions, progress towards the previous

year's objectives and proposed objectives for the coming year;

each DMA is reviewed by members of the Departmental Management Board
(see para 22 below) and a proportion (25% in the 1983-84 round) by

Ministers; and

a summary report is put to Ministers, detailing in particular the
achievements of the past year, key objectives and what the

objectives imply for the organisation and manpower of the Department.

21. It is a measure of the achievement of this system that this year it has
enabled the Department to provide by redeployment staff for the major social
security and other programme reviews decided on by Ministers and substantially
to increase the staff available for developing the social security operational
strategy without an increase in overall staffing and while staying on course for

delivering the Department's manpower target for 1 April 1988.

22. The management system of the Department, of which the DMAs are the
key, has recently been further strengthened by developing the role of

the Departmental Management Board (DMB). The DMB, which now meets fortnightly,

is composed of the 3 Permanent Secretaries and Accounting Officers (including

the Chairman of the NHS Management Board when in post), the Chief Medical

Officer (who also has Second Permanent Secretary rank), and the Principal

Finance and Establishments Officers. Through its chairman, the First Permanent
Secretary, the DMB is responsible to Ministers for monitoring progress towards
the key objectives agreed through the DMA system and for taking corrective

action when monitoring shows it to be necessary. For this purpose the Board has
instituted a system of quarterly reports on each key objective by the accountable

official concerned. The DMB will in turn make quarterly reports to Ministers.

THE TASKS AHEAD

23. The management control system described has enabled the Department to set
itself up to carry out for Ministers the major programme of work which lies

ahead.




24. This programme consists of both policy and management tasks, the main

ones being:
24.1 POLICY TASKS: These include the reviews which, taken together,
amount to a comprehensive re-examination of the programmes for which

the Secretary of State is responsible:

24.1.1 Social security:

carry through the 4 fundamental reviews (para 13.2 above)

and formulate policy proposals for action, including

legislation.

complete consultation on occupational pension scheme

reforms and develop legislation proposals

health services:

work up and publish a Green Paper on Primary Care
(including the FPS)

review (with other Departments) current activity on

prevention and consider scope for development

develop firmer objectives on other strategic

service issues (priorities in hospital care, care

of the elderly, medical and nursing manpower)

work up and publish a 1984 Report on the NHS

personal social services:

complete an in-house PSS review and publish

options in a Green Paper




24.2 MANAGEMENT TASKS

24.2.1 general: implement the proposals resulting from the

programme reviews listed at 1. above (social security, primary

care, prevention, personal social services)

24.2.2 social security:

continue to implement the operational strategy

detailed implementation of the 1983 legislation on

adjudication

hospital and community health services:

establish the general management function in health
authorities and units, and follow through other

Griffiths recommendations
thoroughly re-appraise health authorities' short-term
programmes (including use of manpower) and performance

objectives

implement new proposals on information for management;

and develop a longer-term strategy for information and

information technology

improve the management of the NHS estate

extend the use of management budgeting by

health authorities; and take related action to

improve financial management

review and improve NHS personnel arrangements




Family practitioner services:

review the contracts of opticians and retail chemists;

and negotiate revisions with the professions

set-up the 90 Family Practitioner Committee (FPCs)

as independent authorities accountable to the Secretary
of State

improve the management of FPCs

develop computerisation in the FPS

personal social services:

establish the Social Services Inspectorate (para 11.4 above).

internal DHSS management:

establish the full NHS Management Board in DHSS

pursue FMI objectives, including developing budgetary

control and the divisional management account system;

continue to work towards 1988 manpower target

improve monitoring of programme cost-effectiveness

improve service to Ministers on case-work (PQs,

correspondence, etc).

25. Much of this programme of work may, when it is achieved, have implications

for the functions and staffing of the Department. Under the continuing pressure
exerted through the DMA system and the manpower target exercise the Department
will look for proposals for further review. What scope might there be, for

example, for moving towards alternative placements in the NHS for the detained




patients in special hospitals? Is there a valid NHS alternative to the service

currently given by the artificial limb and appliance centres? These questions

are illustrative only; but it is the function of the Department's top management

system, under Ministers, constantly to be asking questions of this sort and
examining the scope for more efficient performance of functions and use of

resources.




THE DEPARTMENTS BUSINESSES

SECRETARY ,OF STATE FOR SOCIAL SERVICES

it Dt A
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SOCIAL SECURITY
£ 37.2 br{GB)

HOSP. AND CHS
£9.8bn (ENGLAND)

FAMILY
PRACTITIONERS
£3.2bn (ENGLAND)

CENTRALLY
FINANCED
HEALTH
SERVICES
£0.6bn

DIRECTLY
MANAGED

DETAILED
LEGISLATION

SERVICES
DELIVERED BY
78,000 DHSS
STAFF

i

|

|
Agents: DE,

IR and LAs

14 DIRECTLY
ACCOUNTABLE

REGIONAL HEALTH

AUTHORITIES
(192 DHAs)

CENTRAL CASH

LIMITS, PAY ETC

GUIDANCE ON
STANDARDS AND
PRIORITIES

ABOUT 800,000
STAFF

90 DIRECTLY

ACCOUNTABLE FPCS

PAY, PRACTICE
EXPENSES ETC
DETERMINED
CENTRALLY

GUIDANCE ON
STANDARDS
AND PRIORITIES

ABOUT 53,000
CONTRACTORS

b

SERVICES DELIVERED BY INDEPENDENT

PROFESSIONS

DIRECTLY
MANAGED
SPECIAL
HOSPITALS

OR
ACCOUNTABLE
EG SHAs
MEDICINES
COMMISSION

SERVICES
DELIVERED PARTLY
BY DEPARTMENT'S
STAFF AND
INDEPENDENT
PROFESSIONS

PERSONAL
SOCIAL
SERVICES
£2.7bn (ENG.)

NOT DIRECTLY
ACCOUNTABLE
OR MANAGED

DEPARTMENT'S
SOCIAL WORK

SERVICE WITH
INSPECTORATE
ROLE

GUIDANCE ON
STANDARDS AND
PRIORITIES

SERVICES
DELIVERED BY
ABOUT 200,000
LOCAL AUTHORITY
STAFF







SECRETARY OF STATE

OTHER MINISTERS —u
| R e
CHIEF MEDICAL OFFICER PEI’.H.ANENT SECRETARY SECOND PERMANENT SE

MEDICAL HEALTH PSS | COMMON SERVICES SOCIAL SECURITY
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Medical Medical Medical NHs * FPS HPSS PFO L““L r—*—J

Aspects aspects aspects Management Practitioners Policy Finance EO
of of of Public| Group and
Planning Hospital Health Analysis Admin Social Social Chief +
and Services, Supplies and Security Security Medical
Client Manpower and Personnel Operation Policy Adviser
Group and Medicines
Services Prevertion

\

\,Chlef Director
\Works of
Officer Social

Work
Service

OTHER PROFESSIONALS

T | T T I | [ ]
Chief Chief Chief Chief Chief Chief Director Solicitor

Nursing Dental Catering Domestic Pharmacist Scientist of
Officer Officer and Services Information
Dietetics Manager

# The NHS Management Group is the nucleus of the NHS Management Board. Like the Board, it is multi-disciplinary, with professional
staff professicnally accountable to their heads of profession.

+ CMA reports jointly to CMO and Second Permanent Secretary







RINCIPAL STATUTES GOVERNING THE WORK OF THE DEPARTMENT

HEALTH

Ministry of Health Act 1919

National Health Service Act 1977

National Health Service Reorganisation Act 1973

Mental Health Act 1983

Employment Medical Advisory Service Act 1973

Health Services Act 1976

Superannuation Act 1972

Employment Protection (Consolidation) Act 1978

Health Services Act 1980

Health and Social Services and Social Security Act 1983

WIDER HEALTH ISSUES

Cancer Act 1939

Food & Drugs Act 1955

Patents Acts 1949 and 1977

Civil Defence Act 1948

Human Tissue Act 1961

Abortion Act 1967

Radio-active Substances Act 1948

Clean Air Acts 1956 and 1968

Medicines Acts 1968 and 1971

Public Health Laboratory Services Act 1979
Public Health Acts 1936 and 1961

Local Government Act 1972

Local Government (Miscellaneous Provisions) Act 1982
Health Services and Public Health Act 1968
Radiological Protection Act 1970

Health & Safety at Work Act 1974

Control of Pollution Act 1974

Biological Standards Act 1975

Vaccine Damage Payments Act 1979

Anatomy Act 1984

Town and Country Planning Act 1984

PERSONAL SOCIAL SERVICES

National Health Service Act 1977

National Assistance Act 1948 (Parts III and IV)
Chronically Sick and Disabled Persons Act 1970
Local Authority Social Services Act 1970

Nurseries and Child Minders Regulation Act 1948
Children's Acts 1948, 1972 and 1975

Children and young Persons Acts 1933-69

Employment of Children Act 1973

Adoption Acts 1958-1976 (1976 Act not yet in force)
Foster Children Act 1980

Child Care Act 1980

Residential Homes Act 1980

Children's Homes Act 1982 (Not yet in force)

Health and Social Services and Social Security Act 1983 (Not yet in force)
Registered Homes Act 1984

/continued




HEALTH PROFESSIONS

Doctors

Medical Act 1983
Dentists

Dentists Act 1984
Nurses

Nurses Agencies Act 1957
Nurses, Midwives and health Visitors Act 1979

Midwives
Nurses, Midwives and Health Visitors Act 1979

Health Visitors

Health Visiting and Social Work (Training) Act 1962
Nurses, Midwives and Health Visitors Act 1979

Others

Opticians Act 1958
Professions Supplementary to Medicine Act 1960

Hearing Aids Council Act 1968

5. SOCIAL SECURITY

Family Income Supplements Act 1970

Social Security Act 1973

Social Security Act 1975

Social Security Pensions Act 1975

Industrial Injuries and Diseases (0ld Cases) Act 1975
Child Benefit Act 1975

Supplementary Benefits Act 1976

Legal Aid Acts 1974 and 1979

Social Security (Miscellaneous Provisions) Act 1977
Social Security Act 1979

Pensioners' Payments and Social Security Act 1979
Social Security Act 1980

Social Security (No 2) Act 1980

Social Security Act 1981

Social Security and Housing Benefits Act 1982
Social Security and Housing Benefits Act 1983

6. WAR PENSIONS

Personal Injuries (Emergency Provisions) Act 1939

Pensions (Navy, Army, Air Force and Mercantile Marine) Act 1939
Pensions Appeal Tribunals Act 1943

Crown Proceedings Act 1947

(Continued)







Fact Sheet 3

IMPROVEMENTS IN NHS MANAGEMENT

Since 1979 the Government has taken the following steps to improve management
in the health service.

In 1982 the structure of health authorities was simplified by the removal
of two levels of management - Area and Sector.

District Health Authorities were established generally serving smaller
local populations.

More responsibility was devolved to hospital and community services at
unit level.

Accountability has been strengthened with the introduction of annual
reviews led by Ministers of performance against agreed objectives.

The review cycle has been established for RHAs and DHAs : it is being
extended to units this year.

Family Practitioner Committees are to be made separately accountable.

A range of statistical indicators of performance (covering clinical
services, manpower and estate management) has been developed : in 1983,
all health authorities were sent data on their own performance and that
of other authorities.

Work is under way to improve and extend the range of performance indicators.

NHS management's need for information has been comprehensively reviewed
and improved information systems will be introduced over the next few years.

More effective monitoring of NHS manpower numbers has been introduced.

The Rayner Scrutiny technique has been extended to the NHS with a programme
of nine studies by NHS officers covering areas such as transport services,
recruitment advertising, and staff accommodation : substantial possible
savings have been identified.

Health authorities have been required to test the cost effectiveness of
laundry, catering and cleaning services by seeking competitive tenders.

Health authorities have reviewed arrangements for the control of items
in stock and in use, following the advice of the Health Service Supply
Council.

A value-for-money audit programme has been introduced.
Health authorities have in 1984 submitted short-term planning programmes
from which we expect higher productivity and manpower held steady overall

and which contain cost improvement programmes worth in all nearly £100
million.

The development of management budgets has bequn with the start of several
demonstration projects.

The NHS Training Authority has been established.

A study of the administration of FPCs has been undertaken by outside
consultants.

L7




A study of the current flow of commnications between the Department and
health authorities is being led by a Regional Administrator.

A study of the responsibilities of the Department in relation to the
financial management of health authorities is being led by a Regional
Treasurer.

The Health Services Supervisory Board has been established to advise the
Secretary of State on the objectives and direction of health services.

The NHS Management Board is to be established within the Department as
soon as its Chairman has been appointed; an NHS Management Group is
already working in preparation for the NHS Management Board.

Manpower in DHSS HQ has been reduced by 20 per cent since 1 April 1979
following a reduction in the central role.




Fact Sheet 4

Workload in DHSS Headquarters: Continuing Activity

At all levels, day in, day out, a great deal of the staff resources, in Headquarters
particularly, have to be devoted to servicing Ministers, Parliament and the public. Thus
in any one year the Department has to provide, on average:-

the answers to 5,000 Parliamentary Questions;

briefing and all other aspects of legislative work on 2/3 DHSS 'lead' bills and
other bills on which there is a DHSS interest;

responses to 30,000 letters from Members of both Houses of Parliament;

responses to 85,000 letters from members of the public or from people or
organisations acting on their behalf;

advice and briefing for Ministers on 200 Cabinet and Cabinet Committee meetings,
often following extensive interdepartmental consultations;

briefs for Ministers on 100 deputations led by a Minister or a Lord;

briefs and speeches for Ministers on 30 Adjournment Debates and 40 other

Parliamentary debates;
briefs for 70 Early Day Motions;

briefs for 2,000 Ministerial meetings with officials and outside individuals

Or groups;

briefing and/or speeches for Ministers on 200 official occasions such as visits,

conferences/annual dinners;

responses to 100 cases being investigated by the Parliamentary Commissioner for
Administration (the average time spent on dealing with a case is 60 hours); the
Department can also be asked to help on cases being investigated by the Health

Service Commissioner; and the Permanent Secretaries are also required to give
evidence to the Select Committee on the PCA on both PCA and HSC cases;

evidence to be submitted for 15 Select Committee enquiries;
briefs for senior officials and Ministers for appearances before 7 Select Committees;

briefs on 11 topics for Public Accounts Committee meetings inveolving 22 appearances

by senior officials;

advice to Ministers on all aspects of the Department's work affecting the media
(press conferences, major announcements and initiatives, 400 press statements);

continual liaisons with the media on all DHS5 matters;

advice and guidance in innumerable cases at Headquarters in response to telephone
requests from other statutory agencies, the public and a wide variety of organisations,
despite the fact that there have been intensive efforts to delegate responsibility

for clearing casework at the lowest possible levels.

Parliamentary business varies a great deal from session to session. 1983/B4 has seen increased
parliamentary interest in DHSS matters. For example almost 7,000 PQs had been answered and

40 adjournment debates taken place by the beginning of July (as against annual averages of
5,000 and 30 respectively).

24




I AMN&Kf4

I REGIONAIL DIRECTORATE (Staffing : 194 administrative staff (HQ))

PART D: RESPONSIBILITIES

Managing the Regional Organisation ¢ BEYi?Wiﬁg operational systems and
1nlt%at1ng improvements, including
- Setting operational goals and the introduction of new
priorities in accordance with technology.
the principles of the FMI Ly ; ;
Advising and briefing Ministers
- Developing and directing an on operational matters and
appropriate manpower strategy providing support at meetings

- Developing and planning the - Dealing with general enquiries,
network and accommodation iomplalnts, PCA cases, MPs
requirements of local offices etters, PQs etc.

- Ensuring the provision of . Consulting and negotiating with

adequate training for staff at the DTUS and handling industrial

all levels. disputes in the Regional
Organisation.

- Developing and maintaining ) )

effective monitoring systems . Providing technical and management
training and specialised direction

- Taking whatever steps are and support in relation to the

necessary to ensure that prevention and detection of fraud

operational goals are met and abuse in the Regional
Organisation.

Liaising with other HQ Divisions
Day-to-day management and

- Assessing the operational administration of HQ Division
consequences of policy decisions

Devising proucedures and instruc-
tions for the implementation

of policies in accordance with
wagreed timetables :




NHS PERSONNEL DIVISION 2
RESPONSIBILITIES

(Staffing

PART D:

1. Advising Ministers on and implementing
pay policies for the NHS.

2. Advising Ministers on and implementing
personnel and industrial relations policies
for the NHS.

3. Advising Ministers on and implementing
policies for the improvement of the NHS
Whitley system.

4, Servicing the Management Sides of the
NHS Whitley Councils (and other negotiating
groups) concerned with the pay and conditions
of service of administrative and clerical,
professional and technical, ambulance and
manual staffs - about half a million staff
with a total pay bill of £3 billion,

together with conditions of service common

to all - about one million NHS staff.

Be Representing the Secretary of State on
the Management Sides of the negotiating
bodies, assisting Management Sides to reach

settlements that fac111t§te and do ngt impede
Ministerial policies, reporting
Ministers on the prospects and progress of

negotiations.

99 administrative staff)

1e Secretary of State's
approval of pay and
variations

e Exercising ti
statutory powers of
conditions of service including
from standard terms.

including the
nealth
PQOs.

Personnel casework,
devolution of this work to
authorities, PO cases and

G Advising on the personnel aspects

of Departmental policies affecting

NHS staff.

e The assessment of grants for students
in a number of paramedical professions and
the payment of grants to occupational
therapy students.

10. Liaison with other Government
Departments, statutory bodies and
professional associations.
staff.

11. Management of FMI/budgetary

control etc.




NHS PERSONNEL DIVISION 3, branches B and C

PART D : RESPONSIBILITIES - P3B/C

1. General responsibility* for the provision and

development of the General Ophthalmic Services.

2. General responsibility® for the provision and

development of the Pharmaceutical Service.

3. Negotiamtions with professional bodies on:=-
a. the remuneration and terma of mervice of:
1. optical practitioners; and
ii. pharmaceutical practitioners.
b. the reimbursement of contractors'
supply costa:
i. optical appliances; and

ii. drugs.

Advice® to Ministers on:
a. optical charges; and

b. prescription charges.

Secretariat of the Rural Dispensing Committee®

6. Administration and budget control of the

Prescription Pricing Authority*

T Dissemination of policy guidance and information.

8. Ministerial briefing

9. Casework, including PQs and PO casea.

10. Staff management

1'4:'\/’!\/5/\/ C:

(Staffing + 38 administrative staff)

*Entries relate to England only, though other Health Departments generally reflect policy in England.




I SOCTAT, WORK SERVICE .r‘?mu;{; x 1)

l PART D: RESPONSIBILITIES

(St?ff%nq : 97 professional_staff : one-third at HQ, two-thirds based in regional offices and
lating to ]o;al aqthorlt}es and vqluntary bodies responsible for providiﬂq residential and
mmunity services for families, children, elderly, etc; + 77 administrative staff)

With other professional and
administrative colleagues

support for Ministers in the
development, furtherance, and
management of effective policies,
including management of SWS and
of directly administered services.

-3
.

Definition and promotion of good
standards of care and practice

by means of inspection, advice,
development work and consultation.

2,

Liaison, advice and service to
local authority, private and
voluntary field organisations,

LAAs and professional associations.

N

Professional advice to other
government departments and
international work.

N




4 MINIEX ﬁ'

MEDICINES DIVISION (Staffing : 249 professional and administrative staff)

PART D : RESPONSIBILITIES

Licensing and related procedures in accordance
with UK and BC legislation taking account of the
needs of industry, OGDs and other interests, the
monitoring of adverse reactions, review licences
and certificates. Servicing statutory advisory
bodies. Advising Ministers concerning appointments
and on specific issues. To consider problems
arising from the assessment of applications for
new products.

To review, instruct solicitors and implement
subordinate legislation in relation to legal status,
advertising, labelling and packaging of medicinal
products.

To act as inspection and enforcement authority im
relation to the NHS and to UK and overseas commercial
manufacturing and wholesaleing sites; to imstruct
solicitors in prosecution cases.

To represent and safeguard UK interests in respect of
drug licensing in the WHO, CPMP, EC Pharmaceutical
Committee and assoclated bodies.

To oversee and promote the preparation of standards of
biological products by the NBSB; to exercise control
over the centrally financed programme to re-develop the
Board's laboratories.

To co-ordinate DHSS interests in the use of animals for
tests and experimental purposes.

To liaise with and support the work of the BPC




SSTIMATED MD WORKLOAD 1982 1983/84

Applications for Product Licences 115 1150°
00

Applications for Reviewed Licences 50C 200C

Apolications for Clinical Trials:
Certificates and Exemptions

Product Licence Variations and Renewals

Manufacturers' Licences:
granted and varied

wholesale dealers' Licences:
sranted and varied

Export Certificates issued

Applications referred to Statutory
Advisory Committees:
New products

Review A000

Adverse Reactions notified 14000

Yay be significantly increased when parallel imports are brought within the
licensing system.

Would be increased by about 400 if contact lenses and surgical implants were
brought within the licensing system.




}LJV > A
MEDICATL TOXIOLOGY AND ENVIRONMENTAIL PROTECTION DIVISION
D RESPONSIBILITIES

(Staffing : 93 doctors, 18 scientific officers)

To advise Ministers, the Chief Medical
ficer, other Departments (especially

DOE & DOT and, selectively HSE) about
the effects on health of chemicals, other
than drugs,and the effectiveness of control
measures.
(a) by undertaking detailed assessments,

5

including for DHSS advisory committees.

(b) by providing medical and scientific,
secretariat services to the committees'
(listed velow):

(c) by casework on PQs and Ministers'
correspondence;

s ) y menbership o f committees in
otner Departments etc

(&) by advising on the commissioning
and conduct of research by Depart-

ments and other organisations (in-
cluding the L

Unit at St Bartholomew's).

(£f) by provision of an information
service (data bank);

o
e

To answer inguiries on effects of chemicals,
selectively, from heelth, local and water
euthorities, and others, and to advise press
ofifice on response to media enquiries.

I 3. To participate in selected international programmes
. in this field. (WHO, EEC, Council of Europe, ECE, OECD,
IS0; with special attention to the WHO/ILO/UNEP Inter-
. national Programie on Chemical Safety.)

4. To work towards the development of more satisfactory
tachniques and criteria for the assessment of hazard and
risk from chemicals and the effectiveness of control
measures,

To operate an inspectorate to ensure that toxicological
st; 1@, for regulatory purposes performed in UK laboratories
is conducted in accordance with the principles of Good Lab-
oratory Practice (GLP) and hence that the data are valid for
safety assessments.




the UX of facilities
cualifications and of
needed but cannot be
r:quir”c (434 indu"+ry; especi y by the establishment and funding
a "*“ol’ J Unit at >artholomew' s.
: ' the division and its
cost effectiveness and
hOf“‘&ud to develop the

scalf, in ccngap tion wi

&tions; on tme part of staf Iormal courses and to
undertake gelf-teaching an iniormal upaating on developments
in toxicology.

To secure effective woriking
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ionel and international organisat
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CONFIDENTIAL

| B

PRivy Councir OFFICE

10 August 1984

RECRUITMENT ADVERTISING IN THE NHS

Thank you for your letter of 27 July reporting on the outcome

of negotiations to secure savings on recruitment advertising.

I have also seen Peter Rees' letter of 1 August and Grey Gowrie's
of 6 August.

The progress made in the negotiations has been most encouraging
and I agree that we should settle for reduction of costs in
advertising through existing journals. However, I also agree
with Peter Rees' suggestion that the jobs register option
should be kept open pending a review at the end of 1985 of
success in achieving the changes which have been agreed in
principle with the publishers. I agree that, as Grey Gowrie
suggests, it would be appropriate to publish the repoet.

I am sending copies of this letter to the Prime Minister,
to members of H Committee, to Grey Gowrie, and to Sir Robert
Armstrong.

The Rt Hon Norman Fowler MP

CONFIDENTIAL
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PRIME MINISTER
4

Social Services Inspectorate

You may like to be aware of the attached draft policy statement

S ——)

on which Norman Fowler is proposing (with Treasury agreement) to

;

R T Ty - o p
consult the Local Authority Associations.

The draft statement proposes turning the existing DHSS
Social Work Services into an Inspectorate for the Local Authority

Personal Social Services,

The Inspectorate's main function will be to help local
authorities give value for money through more efficient and
. “.sa—q : !

economical use of available resources. The inspections

will be of three types:
i) Initiated by Ministers under their formal powers.
A———— -—--..______.‘

(1) Initiated by individual local authorities.
A ———

(iidi) Enquiries into general issues of concern to more

than one authority, in accordance with a programme

to be agreed with the Local Authority Associations.

The Inspectorate will report formally to the Secretary of
State, but its day to day work will be the responsibility of

a Steering Group of both central and local government.

Consultation with the local authorities will proceed over
T . — e e

the summer, with a view to the Secretary of State making a statement
ﬁ
after the recess.

_—

Dt

23 July 1984




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone o1-407 §522

From the Secretary of State for Social Services

The Rt Hon Peter Rees QC MP
Chief Secretary to The Treasury
Treasury Chambers

Parliament Street

DNy o
Q N

SW1l
SOCIAL SERVICES INSPECTORATE

I am grateful for your letter of 26 April and for Patrick Jenkin's letter of

4 April, both in response to mine of 10 March. I have also seen Robin Ibbs's
letter to you of 18 May in which he responded to your invitation to his to

comment on the Inspectorate proposals.

I have, as Patrick and you suggested, sounded out the Associations again on the
revised version of the joint announcement about the Inspectorate. They were not
unreceptive and made a few constructive suggestions which are incorporated in the
version (6th Draft) which I now enclose. This has not been put to the Associations
formally and will not be until I have yours and Patrick's reactions to it; but

I think we should take advantage of the further preparatory work that has been done.

I am sorry if I gave the impression in earlier correspondence that the Inspectorate's
main thrust would be as - to quote Patrick - "a specialist arm of the Audit Commission!
That is certainly not so: the Inspectorate will be an integral part of the chain

of command in My Department and available as an instrument of Government policy to a
much greater extent than an independent statutory body like the Commission could

ever be. The point is that on "specialist" aspects of the personal social services
the Inspectorate will be in a position to make a contribution of greater authority

on economy, efficiency and effectiveness in the use of resources; and they are

better placed to disseminate kfowledge of relevant good practices within social
services departments. They will be particularly helpful to us in getting over the
general message - which I know you regard as important - that we see social services
authorities as, in the first place, enablers rather than direct providers of services.

I intend that the Inspectorate will assist local authorities to obtain value for
money and contain their expenditure within pianned objectives. However, while the
Inspectorate can help to establish trends to value for money, it would be quite
unrealistic to expect it to secure quantified target savings across all local
authorities, since each authority varies in the needs it has to meet; the balance
between personal social services and associated services such as housing, health and
education; its present efficiency; and the reasonable scope for economy. What matters
is that we secure sensible savings where they are to be found, and encourage better
and more effective social service.




Robin Ibbs wondered whether we could pilot the Inspectorate in some way. That
stage is in fact behind us. Social Work Service (SWS) already has extensive
experience of insgections and - as you were kind enough to say in your letter
of 31 January - these have not led to the kind of pressures for higher expendi-
ture which you and Patrick have feared. My propoEETE-33'not seek to break new
ground but™t& extend and improve the present capacity of SWS for analysis,
assessment and the management of change.

In my earlier letter I said that I would be content to confine myself at that
stage to merely announcing that the Inspectorate would be set up at some future
date. I then suggested 1 October. I remain embarrassed by the prolonged delay
over a decision, which has led to questions in the House. I was also pressed
on the matter by my departmental Select Committee when I gave evidence to them
on 20 June: the Select Committee recommended the development of the SWS into
an Inspectorate two sessions ago and welcomed my consultative document.

If the delay continues we shall not only be losing opportunities to get on with
a job that needs doing but we shall be sacrificing goodwill which the Inspectorate
would have ‘enjoyed 1 t up as originally proposed.

In all the circumstances, I feel I must press you for agreement to my putting

the enclosed revised statement formally to the Associations and, if I clear it
with them in time, for an announcement before the Summer Recess that the
Inspectorate will be established later this year. I would not want to argue with
colleagues over the matter of a few weeks, but 1 January 1985 seems to me the
latest date we could propose for inauguration of the Inspectorate without complete
loss of momentum.

I am copying this to Patrick Jenkin, Robin Ibbs and the other recipients of our
earlier correspondence.

O aagd
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(‘I’ SOCIAL SERVICES INSPECTORATE : DRAFT JOINT STATEMENT WITH THE
LOCAL AUTHORITY ASSOCIATIONS

1. In April 1983, the Secretary of State sent to the chairmen of all mocial
services committees a consultative document proposing development of the
Department's Social Work Service - which already exercises inspectorial
functions - explicitly into an inspectorate for the local authority personal
social services, In the light of a wide range of helpful comments on the
consultative document, the Government has now reached agreement in principle
with the local authority associations on the way forward,

2. The Inspectorate, like the Audit Commission for Local Authorities in England
and Ualea’ will assist local authorities to obtain value for money through

the efficient and economic use of available resources;: and the work of the two
organisations will be complementary, not competitive. The aim of the Inspectorate
will be to help authorities to secure the most effective use of existing
professional and other resources, normally by identifying good practice and
epreading knowledge about it.

3, Inspections will be of 3 main types:-

initiated by Ministers and the Department in exercise of the
Secretary of State's formal powers of inspection;

undertaken outside formal powers, related to issues of general concern
and covering a number of local authorities, by agreement with the
authorities concerned and in accordance with a programme agreed by the
local authority associations; and

undertaken outside formal powers, but at the request of, or in agreement
with, an individual local authority and in relation to specific services
or activities of that authority.

Reportes written as a result of formal 1nsEctionn will be made inthe first

instance to the Secretary of State, but all other reports will be made concurrently
to the authorities concerned for their social services committees to see. Reports
will normally be documents of public access.




4, Formally, the existing statutory powers of inspection (which are coneidered

sufficient for the purposes of the new Inspectorate) are vested in the

Secretary of State, and he will be the Minister responsible for the Inspectorate's
management and actions. In practice, however, the programme of work of the
Inspectorate outside formal powers will be a joint concern of central and

local goverrment. This will be reflected in a Steering Group of representatives
of the Department and the local authority associations, with the following

terms of reference:

"To coneider the proposals of the Social Services Inspectorate
for inspections of local authority personal social services
(other than those to be made under statutory powers, or in
relation to specific services or activities of an individual
authority at the request of or in agreement with that authority);
to agree annually a programme of such inspections; and to
review from time to time the scope for future work of the
Inspectorate.”

5. The staff of the Social Services Inspectorate will consist of members

of the existing Social Work Service, supplemented by staff from relevant
disciplines on attachment from local authorities and when appropriate from

other organisations, including experts in appropriate branches of management

and in performance measurement. The Inspectorate will work closely alongside

the Audit Commission and will continue existing collaboration with HM Inspectorate
of Schools, the Probation Inspectoraté and the Health Advisory Service.







SECRET

PRIME MINISTER

Autumn Seminars

When you met Mr. Fowler recently it was agreed that a

Seminar should be arranged in late September /early October

to discuss the Social Security Reviews. By then, most of
the evidence will have been gathered and review teams will
be at the stage of marshalling it and drawing preliminary

conclusions.

The same seminar could also discuss progress on the
implementation of Griffiths and look again at the issues

identified at the January meeting for further study:

) The basis of remuneration for the contractor

professions in the NHS.

The operation of the Pharmaceutical Price

Review Scheme.

Charging policy.

The relationship of private provision
NHS.

A possibility is the afternoon of 4 October at No. 10
there is a Cabinet meeting in the morning that day. The

Wednesday and the Friday of that week have been set aside

for work on the speech for the Party Conference which begins

the following Monday.

SECRET
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(1) suggested date for the seminar;

(11) the suggested agenda.

I assume you will also want to hold a meeting of the
Industry Employment Group. A possible date for this is the
afternoon of 13 September, following a Cabinet meeting in
the morning. The Wednesday and Friday of that week have
been kept free to prepare for your overseas visit.

Possible subjects for discussion are:

(i) Continuation of the discussion on employ-

ment prospects.

The study of costs per job of various forms

of Government support.

Wider ownership (on the agenda last time but

not reached).

(iv) De-regulation.

I felt the discussion at the last seminar was becoming

a bit predictable so we will need to think of ways of
generating an infusion of fresh ideas. Do you, for example,
want to invite colleagues to put in papers on issues which
they believe need to be tackled in the coming twelve months?

Agree:

(i) Seminar on afternoon of 13 September;

/ (iil) preliminary

SECRET
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(ii) preliminary agenda suggested above;

tiki) colleagues to be invited to put in papers?

ANDREW TURNBULL

6 July, 1984

SECRET
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London se1 68y
Telephone o1-407 5522
From the Secretary of State for Social Services
+\?
David quéiay Esq

Private Secretary
10 Downing Street 2 July 1984

;ZLEHBJ“E)GUQ\—J
THE NATIONAL HEALTH SERVICE: FAMILY PRACTITIONERS

Thank you for your letter of June about the No 10 Policy Unit's
work on the FPS. It is helpful to know that the Policy Unit's
ideas to some extent mirror objectives which we are already
pursuing - particularly in relation to drug costs. We will, of
course, keep you in touch as our work in these areas develops and
with the Green Paper itself.

I will let you have a note separately on health maintenance
organisations and the Harrow Health Centre. The Chancellor of the
Exchequer has also written to us recently about HMOs and the
relevance they have shown to cost control in the U S A.

I am copying this letter to David Peretz (Treasury), John Graham
(Scottish Office), Colin Jones (Welsh Office), Graham Sandiford
(Northern Ireland Office) and Richard Hatfield (Cabinet Office).

Do
%ﬁuﬂ_

S A Godber
Private Secretary

CONFIDENTIAL
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10 DOWNING STREET

From the Principal Private Secretary 29 June 1984

DHSS REVIEWS

Your Secretary of State reported to the Prime Minister on
progress with the current social security reviews. He said that
the Government had succeeded in opening a debate on the Welfare
State and creating a climate in which reforms could be considered.
Arrangements were well advanced for collecting evidence and the
aim was to move towards conclusions in the autumn. The No. 10
Policy Unit would be kept in touch with progress. There would be
advantage in reconvening in late September a further seminar on
the lines of the ones held last autumn and in the early part of
this year.

The Prime Minister welcomed this suggestion. Please will
you be in touch with our office about possible dates for a seminar
at a time when such a seminar may be helpful in giving guidance on
the direction in which the reviews should be going. A convenient
period from the Prime Minister's point of view might well be in
the first week of October.

I am copying this letter only to Sir Kenneth Stowe.

Steve Godber, Esq.,
Department of Health and Social Security

PERSONAL AND CONFIDENTIAL
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10 DOWNING STREET

From the Principal Private Secretary

/De;.r Steve

The Prime Minister discussed the implementation of the
Griffiths Report with your Secretary of State today.

The Prime Minister said that she was concerned about
the prospect that it might be necessary to pay a six figure
sum for the Chairman of the NHS Management Board. She was
prepared to pay what was necessary to secure someone of the
necessary calibre to do a worthwhile job. But she would
need to be satisfied that the people put forward matched
this description. She had been concerned by the draft
circular on the management of the Health Service and by the
organisation chart which accompanied it: the circular seemed
to her to contain too much jargon and the organisation chart
had not shown the Management Board in a direct line of
responsibility between the health authorities and the
Secretary of State. She would not wish the Management Board
simply to become an additional layer of administration:
inded she hoped that the role and number of the DHSS
involved in overseeing the National Health Service would be
reduced.

Your Secretary of State said that the Chairman of the
NHS Management Board could not be like the chairman of a
nationalised industry. Authority over the National Health
Service lay with the Secretary of State and the Chairman's
authority would derive from the fact that he would be
coordinating the various functions of DHSS relating to the
Health Service and acting on the Secretary of State's behalf
and with his authority. This was a more subtle function,
but there was no doubt that the Chairman would be in a
position to exercise great influence over the Health
Service. The role of the Director of Personnel would also
be a crucial one because he would need to reform the Whitley
structure which was not well suited in its present form to
the management of modern industrial relations in the Health
Service. He shared the Prime Minister's belief that it
should be possible to reduce further the role and numbers of
DHSS staff involved in overseeing the Health Service. But
the first step was to get the new structure in operation.

PERSONAL AND CONFIDENTIAL
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There was some discussion of possible candidates for
the posts of Chairman of the Management Board and Director
of Personnel. The Prime Minister wondered whether it would
be possible to persuade Mr. Griffiths to take the
chairmanship for two years, perhaps on a part-time basis.
She would be prepared if necessarry to try to persuade
Sir John Sainsbury to agree to such an arrangement, which
would have the advantage that Mr. Griffiths was the person
who would feel most responsible for, and committed to,
achieving the results envisaged in his report. She
suggested that the best way of finding someone of the right
calibre for the post of Personnel Director might be through
informal contacts with reliable people in industry rather
than through the use of management consultants: she would
not rule out the possibility of appointing a civil servant,
or former civil servant, to this post if someone of the
right calibre was available.

Your Secretary of State undertook to take account of
these points in considering the next steps on implementing
the Griffiths organisation, which he would be pressing ahead
with as quickly as possible in the next few weeks.

I am copying this letter only to Sir Robert Armstrong
and Sir Ken Stowe.

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

PERSONAL AND CONFIDENTIAL
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PRIME MINISTER

DHSS: DEPUTY SECRETARY POSTS

A loose end from your talk with Mr. Fowler this morning is
whether you are content, in the light of Mr. Fowler's minute of
26 June, to agree that the three existing Deputy Secretary posts

in DHSS which have become vacant should be filled as proposed?

The key figures are in paragraph 7 on page 3 of Mr. Fowler's
minute. They show that there are to be two new posts - the Chairman
of the NHS Management Board and the Personnel Director - but that
these are to be offset by 1 April next year by the saving of one
Deputy Secretary post and five Under Secretary posts, making a net

reduction of four posts in all.

Are you content on this basis to agree to the appointment of

Mr. Graham Hart, on promotion, to fill the post of Deputy Secretary,

NHS Management Group and Mr. Brian Rayner, also on promotion, to

fill the Deputy Secretary post in charge of Health Practitioners
and Health Industries? You have already agreed to the appointment
of Mr. France to fill the post in charge of Health and Personal

Social Services policy.

29 June 1984

SENIOR STAFF IN CONFIDENCE




F%kqh;_JhﬂinirCLr
CONFIDENTIAL Mw, F;wiu Mmf? [’5
Sﬁivt‘ 0J{bL fku: ﬂﬂfﬂJdZJ
Sﬁc.f’(y e a E& - Pl

PRIME MINISTER il yow Fl’dﬂ wp K- FMM and
oSk fle- O?uv¢5f [ Shmmon Mo

MEETING WITH MR. FOWLER yOV\ T PC‘F-d-y
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Mr. Fowler is coming to see you on Friday to report on 2&? ¢

progress on his social security reviews. You will also want
—

to talk to him about the implementation of the Griffiths

Report. You might like to divide the time more or less
—————— ’ o

—

equally.

Benefit Reviews

The pensions review is more advanced than the other

three - a good deal of work has been done on private
provision leading to the consultation document on personal
pensions. The other three reviews - supplementary benefit,
-—-'"""—:-— < = g —
houfigg_beneflt and benefits for children and young people -
have Tiow been established and will be_ﬁolding public

meetings to take evidence during July. The aim is that they

should be completed by the end of the year. The attached

Policy Unit note (Flag A) sets out some principles and

identifies some options.

In the limited time for discussion you may wish to

raise:

How far does Mr. Fowler subscribe to these

general principles?

How radical is he prepared to be on the future
of SERPS?

What is the scope for savings through ending
abuses in young people's benefit?

CONFIDENTIAL
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Can HB be made simpler and cheaper?

How can the poverty and unemployment traps be

mitigated?

Can sufficient progress be made to identify

options for the public expenditure round?

You could suggest to Mr. Fowler that the reviews could be
discussed at a half-day seminar in September when the
evidence has been collected and the conclusions are being

considered.
On Griffiths, Mr. Fowler has responded to the points we
made to his letters on the circular and on the appointment

of the personnel director. (Flag B)

Griffiths: New appointments

On the open structure posts, his reply seems

satisfactory; the creation of two Griffiths' jobs is being

offset by six savings elsewhere. He seeks your approval to

three Deputy Secretary appointments.

(i) Do you accept his proposals for the open

structure?

Do you accept his recommendations for specific
appointments? (You have already agreed

Mr. Fraser).

The key appointment is the Chairman of the NHS Management
Board. We need a good man in post as soon as possible. Are
we in sight of this? The official shortlist is now down to
three candidates, who may not be up to the mark and want
very large salaries (please see letter at Flag C). Does Mr.

Fowler have any other candidates in mind? If so, whom?

CONFIDENTIAL / The authority
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The authority of the Chairman and the Management Board

This is the key question. The Griffiths reforms aim at
changing 'custom and practice' within the Health Service
without the time-consuming upheaval of legislation. The
General Manager has to have the maximum possible freedom
(using the Secretary of State's authority) to reform the
running of the Health Service. Regional Health Authorities
should see him and his Management Board as the Secretary of
State's agent, and not as a strange peripheral body to which

they are not accountable.

But DHSS argue that this change in 'custom and practice
breaks the law. This is how they defend the extraordinary
diagram of managerial responsibilities in the attached

leaflet (Flag D). And Mr. Fowler says in his note:

"Because of the statutory position of health
authorities, the Management Board cannot have a line

management relationship with them".

There are two replies to this. First, it is bad law. Acts
of Parliament refer to Ministers and not to Departments, but
officials can act with the authority of the Secretary of
State. RHAs should not be encouraged to think they are
legally responsible only to one individual, the Secretary of
State. This is just current practice and it can be changed.
The RHAs are also, under existing law, responsible to those

who act with the authority of the Secretary of State.

The second reply is that if the DHSS really believe
this is the law, why not change the law?

Central DHSS administration

There are 2,200 officials in the DHSS advising on and

administering the Health Service. The new Managers should

CONFIDENTIAL / not just
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not just supplement all these civil servants, but should
displace them. Mr. Fowler (using Mr. Clarke to implement
the policy) should recommend a radical reduction in central
DHSS administration. Could it be one-tenth its present
size? The Ibbs Unit should be associated with this work.

Mr. Fowler may argue that as he remains answerable to
Parliament for the NHS, he inevitably has to 'second guess'
the activities of the NHS and needs staff, not least to
answer PQs and letters. But whilst these enquiries cannot
be rejected out of count, they can often be answered in a
different way after Griffiths, emphasising that line
management responsibility lies elsewhere and referring the

questioner to the managers. The problem at the moment is

that there is no management which the DHSS can point to, -

that and this must be changed.

Conclusions

You might like to seek Mr. Fowler's agreement to the

following conclusions:-

that social benefits should be discussed at a

seminar in September

that the senior staff appointments proposed by
Mr. Fowler should be agreed

that Mr. Fowler should look again at the
relationship between the health authorities and

the NHS management board
that it is important to get a first class
Chairman of the Management Board (and not to pay

him a higher salary than he is worth)

that Mr. Fowler should investigate, with the Ibbs

CONFIDENTIAL
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Unit, whether he can make substantial savings in

DHSS HQ staff.

A

Andrew Turnbull
28 June 1984
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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, Esq.,
No. 10 Downing Street,
London SW1 28 June, 1984

2o, ol

You will now have received from Steve Godber my Secretary of
State's minute responding to the Prime Minister on Griffiths
and our senior posts.

You will have noted that the minute is perhaps more emollient
than the draft we discussed - that reflects the judgement of
the Secretary of State. You should be in no doubt, however,
that my sense of outrage at the content and tone of the
successive messages from No. 10 remains undiminished. More
particularly I must leave no-one with any doubt that if the
Prime Minister's judgement is that this Department can be
managed over the next 2-3 years with less than the 3 existing
Deputy Secretary posts, then I would have to say that I am
not prepared to carry that burden.

I am copying this letter to Robert Armstrong to whom it will
come as no surprise.

PERSONAL - SENIOR STAFF 1IN CONFIDENCE
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Robin Butler Esq.,
No. 10 Downing Street,
London SW1
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CHAIRMAN OF THE NHS MANAGEMENT BOARD

The process of identifying a short-list of acceptable
candidates is now approaching its climax. I expect to have
two or three names for submission, to the Prime Minister
wIthin about ten days from now.

A key issue will be the salary required by the acceptable
candidates. None of those likelv to be leading our short-
list would be willing to expect less than his present level

of remuneration, which in each case is over six figures per
annum plus generous pension provision and cars. I have
discussed this with my Secretary of State and Peter Middleton
has consulted the Chancellor. I think there is agreement that
we can only take each candidate on his merits including among
his merits the price he puts upon his worth. It would be

cquite wrong, however, to proceed further with our interviews
with them with a view to putting names up to the Prime Minister
if at the end of the day thev were to be approached with a view
to seeing whether they would be prepared to come at e.g two-
thirds of their existing salary. Each has made his position
perfectly clear and would, I am sure, regard such an approach
as tantamount to a deception.

I have talked this over with Peter Middleton and we believe
we have no option but to proceed as indicated in my second
paragraph above but Peter suggests, in the light of his
experience over the Wilson appointment, that I should alert
yvou to the way things are going so that you mav offer such
advice as vou think fit.

I am copving this letter to Peter Middleton and Robert Armstrong.




10 DOWNING STREET

From the Private Secretary

27 June, 1984

THE NATIONAL HEALTH SERVICE: FAMILY PRACTITIONERS

As you know the No.1l0 Policy Unit have been giving thought
recently to possible future developments in the Family Practitioner
Service. In the light of this work, the Prime Minister has asked
me to write to you as follows.

The Prime Minister looks forward to seeing in due course a
draft of the Green Paper on the Family Practitioner Service. She
welcomes your Secretary of State's intention to make it a radical
document, taking the debate on the Health Service beyond the facts
about increased spending since 1979 towards a '"patient power'" theme.

The Prime Minister was also pleased to learn that your
Secretary of State is looking at ideas such as improved output
measures. The Policy Unit have suggested that these could cover,
for example, average waiting times in clinics and hours spent by
GPs actually in patient care. Information from FPCs about
standards of service from different GPs would provide a basis for
encouraging competition between GPs and greater patient mobility
between clinics which she believes are important objectives.

The Prime Minister was also interested to learn from the
Policy Unit of the Harrow Health Centre, which appears to be
a good example of how the health maintenance organisation model
can work in primary care. Private centres along these lines can
be encouraged without in any way undermining the Health Service.
The Prime Minister hopes that their relevance to the NHS will be
considered for the Green Paper, and that neither the Department
nor the health authorities will obstruct or hinder the operation of
the Harrow Health Centre or similar Centres. She wonders whether it
would be possible to encourage '"patient associations' based on
individual clinics.

/No doubt

TR




1

No doubt the cost of the drug bill will also be looked
at in the context of your work on the FPS Green Paper. The
Policy Unit believe that this needs to be dealt with at three
points - patient attitudes; doctors' prescribing habits; and
the remuneration of drug companies. The Prime Minister shares
the view that patients should be encouraged not to regard the
prescription of a drug as the natural conclusion of every medical
appointment. Charges may help here by causing patients to think
twice about the need for a drug.

It is often argued that doctors prescribe drugs too
lightly. The Green Paper is an opportunity to set out the case
for them prescribing fewer and cheaper drugs. The Prime Minister
hopes that means of achieving greater use of generics will be
looked at in this context, as well as the possibility of
eliminating some brand-name drugs from NHS prescribing altogether,
with the NHS inviting tenders for "own label" generics instead.

The Prime Minister is inclined to think that the PPRS may
be too generous to drug companies, and she hopes that the current
review will identify significant savings. Parallel imports -
provided they are safe - should be welcomed as a means of driving
down drug prices. But either the NHS itself or the Exchequer must
reap the benefit, and this entails reforms to the arrangements for
reimbursing pharmacists and to the PPRS.

I am sending copies of this letter to David Peretz (HM Treasury),
John Graham (Scottish Office), Colin Jones (Welsh Office), Graham

Sandiford (Northern Ireland Office) and to Richard Hatfield
(Cabinet Office).

(David Barclay)

S. Godber, Esq.,
Department of Health and Social Security.
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THE NATIONAL HEALTH SERVICE: FAMILY PRACTITIONERS
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:? The Prime Minister looks forward to seeing in due course a
draft of the Green Paper on the Family Practitioner Service.
She welcomes your Secretary of State's/intention to make it
a radical document, taking the debate on the Health Service
beyond the facts about increased spending since 1979 towards
a "patient power" theme.
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output meaaures.z_bhese could/cover, for example, average

waiting times in clinics and hours spent by GPs actually in

patient care. Information/from FPCs about standards of

service from different GP& would provide a basis for

encouraging competition between GPs and greater patient

mobility between clinigs which she believes are important

objectives.
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The Prime Minister was also interested to learnZOE the

Harrow Health Centre, which appears to be a good example of
how the health maintenance organisation model can work in
primary care. Private centres along these lines can be
encouraged without in any way undermining the Health

Service, amd the Prime Minister hopes that their relevance
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companies, andLhopes[ﬁhe current review will identify
significant savings. Parallel imports - provided they are
safe - should be welcomed as a means of driving down drug
prices. But the NHS itself must reap the benefit, and this
entails reforms to the arrangements for reimbursing

pharmacists and to the PPRS.

DAVID BARCLAY
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PRIME MINISTER 26 JUNE 1984

BENEFIT REVIEW: BRIEF FOR MEETING WITH NORMAN FOWLER

AT YOUR MEETING WITH NORMAN FOWLER, YOU COULD DISCUSS WITH
HIM THE PRINCIPLES TO BE ADOPTED IN THE BENEFIT REVIEWS, AND

pm——

A FEW OF THE OPTIONS.

——

GENERAL PRINCIPLES

THE CONTRIBUTORY PRINCIPLE. PEOPLE SHOULD FEEL THE COST OF

PROVIDING BENEFITS DIRECTLY IN THEIR PAY PACKETS. WHERE
o = —em—
POSSIBLE, WHEN BENEFITS ARE PAID BY TQE_STATE THEY SHOULD BE

RELATED TO CONTRIBUTIONS. PEOPLE SHOULD BE ENCOURAGED TO

INSURE THEMSELVES FOR INCOME ABOVE THE BASIC STATE

— e ———

PROVISION, THE PRINCIPLE IS EASIEST TO ADOPT FOR PENSIONS,

WHERE MORE OF THE BURDEN ABOVE THE BASIC STATE PENSION COULD

BE SUPPLIED BY OCCUPATIONAL AND PRIVATE FUNDS.

TARGETING BENEFITS. BASIC BENEFITS SHOULD PROVIDE A SAFETY

e —————

NET FOR THOSE IN NEED. NON-CONTRIBUTORY BENEFITS COULD BE

Mgﬁﬁﬁ:]Eﬁ;ED AND TAPERED SO THAT THOSE WHO DO NOT NEED THEM

DO NOT GET THEM. CHILD BENEFIT NOW GOES EVEN TO

MILLIONAIRESs, AND THE AVERAGE HOUSEHOLDER IN THE TOP ONE-

— e ——————
—

FIFTH OF INCOME-EARNERS GETS £540 A YEAR IN CASH BENEFITS. ?>;>

———

THE UNEMPLOYMENT AND POVERTY TRAPS. PEOPLE SHOULD ALWAYS BE

BETTER OFF IN WORK THAN OUT OF WORK. PART OF QUR STRATEGY




FOR JOBS IS TO REMOVE THE CASH BARRIERS TO SEEKING

EMPLOYMENT. RAISING THRESHOLDS FOR TAX IS HALF THE ANSWER.

—

THE OTHER HALF IS TO HAVE A REALISTIC TAPERED REDUCTION IN

BENEFITS AS INCOME RISES. PEOPLE SHOULD BE AT LEAST 30p

—

BETTER OFF FOR EACH EXTRA POUND THEY EARN.
— =

I N

SAVINGS. ANY REFORM SHOULD YIELD PUBLIC EXPENDITURE SAVINGS

SO0 THAT PEOPLE CAN BE TAKEN OUT OF TAX.

—

LosERS. THERE WILL BE SOME LOSERS IN ANY MAJOR REFORM OF
TAXES AND BENEFITS, BUT THE POOREST SHOULD NOT BE MADE
POORER BY THAT REFORM; NOR SHOULD ANY GROUP OF LOSERS FIND

THEMSELVES DRAMATICALLY WORSE OFF.

SIMPLICITY. [HE TAX-BENEFIT SYSTEM SHOULD BE AS SIMPLE AS

POSSIBLE, AND SHOULD BE EASY FOR ADMINISTRATORS AND

BENEFICIARIES TO UNDERSTAND. THERE ARE 77,000 DHSS SocIAL

——— e

SECURITY ADMINISTRATORS, AND ANOTHER 58,000 HANDLING
—_— e a—

PERSONAL TAX IN THE INLAND REVENUE. REDUCING THE NUMBER OF
BENEFITS AND REMOVING PEOPLE FROM TAX COULD LEAD TO MAJOR

ADMINISTRATIVE SAVINGS.

CoO-ORDINATING UNIT

THE CO-ORDINATING UNIT HAS THE TASK OF SEEING THAT
SUFFICIENT OPTIONS ARE EXAMINED AND THAT THE DIFFERENT

REVIEWS DO NOT TRIP OVER EACH OTHER.




IT COULD LOOK AT:

PRIVATE PROVISION. PRIVATE SAVINGS OR INSURANCE WOULD BE

WELL-SUITED FOR TOPPING UP A BASIC STATE PROVISION (THAT IS
wHY SERPS IS UNNECESSARY) OR FOR COVERING SPECIFIC AND
FORESEEABLE COSTS (SUCH AS FUNERAL OR MATERNITY EXPENSES).
FOR THE POOREST, SUPPLEMENTARY BENEFIT WOULD MEET THESE

COSTS; FOR EARNERS, PRIVATE INSURANCE WOULD BE BEST.

OTHER CANDIDATES FOR PRIVATE PROVISION ARE SICKNESS BENEFIT
e ——
AND THE CONTRIBUTORY INDUSTRIAL INJURIES SCHEME.

p—

RAISING INCOME TAX THRESHOLDS. THE OTHER SIDE OF THE

BENEFITS COIN IS TAXATION. THE ADMINISTRATIVE AND BENEFIT
SAVINGS OUTLINED ABOVE COULD HELP TO FINANCE A FURTHER

INCREASE IN TAX THRESHOLDS, WHICH WOULD TAKE MORE PEQPLE 0OUT

-

OF TAX AND FURTHER WEAKEN THE POVERTY TRAP.
s e - ~ ‘_-““

SIMPLER ADMINISTRATION. IT IS POSSIBLE TQ SIMPLIFY THE TAX-

BENEFIT SYSTEM WITHOUT DESTROYING ITS SENSITIVITY TO

INDIVIDUAL NEEDS. THE OPTIONS BELOW ALLOW THE NUMBER AND

e ——

COMPLEXITY OF BENEFITS TO BE REDUCED. AT THIS STAGE, WE

SHOULD ENCOURAGE THINKING ABOUT WAYS OF MAKING A SUBSTANTIAL

REDUCTION IN THE COMPLEXITY AND COSTS OF ADMINISTRATION.

EXISTING BENEFITS COULD BE HANDLED BY A SINGLE OFFICE RATHER
THAN BY A MULTIPLICITY. UNEMPLOYMENT BENEFIT COULD BE

HANDLED IN DHSS OFFICES RATHER THAN SEPARATELY. IN DUE




COURSE, HOUSING BENEFIT COULD ALSO COME BACK TO BENEFIT
OFFICES; AND PERSONAL TAXATION COULD EVENTUALLY BE HANDLED

THROUGH COMPATIBLE TREASURY/DHSS COMPUTER SYSTEMS.

THE WIDER OPTION. THERE ARE MORE FUNDAMENTAL WAYS OF

SIMPLIFYING THE SYSTEM AND REDUCING ITS COSTS, WHILE

FOCUSSING ON POOR PEOPLE IN PARTICULAR. THE CONSOLIDATION

OF CHILD SUPPORT SUGGESTED IN THE ANNEX COULD BE EXTENDED TO

COVER ALL BASIC BENEFITS, INCLUDING SUPPLEMENTARY BENEFIT,

UNEMPLOYMENT BENEFIT, HOUSING BENEFIT AND LESSER BENEFITS.
-I_____.—-a———'__-'_-_-__.-_q e e — .‘-—_‘_'_"-—

IT WOULD BE A FULLY MEANS-TESTED SUPPLEMENTARY BENEFIT

COVERING PEOPLE IN AND OUT OF WORK, TAPERING OFF AT, SAY,

35-50P FOR EACH POUND EARNED. THE ADVANTAGES OF THE SINGLE

COMPUTATION WOULD BE IN SAVING ADMINISTRATION COSTS, IN
MAKING SURE THAT PEOPLE GET THEIR DUE WITHOUT DIFFICULTY,

AND IN GIVING PEOPLE GREATER INCENTIVE TO EARN.

CONCLUSION

AT THIS PRELIMINARY MEETING, IT MAY BE BEST TO CONCENTRATE
ON THE GENERAL PRINCIPLES SET OUT AT THE BEGINNING OF THIS
PAPER (WHICH REFLECT OUR UNDERSTANDING OF YOUR THINKING)
AND TO CONCENTRATE ON ONE OR TWO OF THE OPTIONS WE HAVE
SUGGESTED IN THE LIGHT OF THOSE PRINCIPLES. WE SUGGEST

CONCENTRATING ON:




ENDING SERPS

ENDING ABUSES IN YOUNG PEOPLE'S BENEFIT

MAKING HOUSING BENEFIT MUCH SIMPLER AND CHEAPER.
YOU MAY ALSO WANT TO EXAMINE THE CASE FOR A FUNDAMENTAL
RETHINK, AIMED AT A MORE UNIFORM MEANS-TESTED BENEFIT

FOCUSSING ON THE POOR.

(3o

JOHN REDWOOD

(WITH THE HELP oF CHRISTOPHER MONCKTON AND DAVID WILLETTS)




Options

We have set out some options for each of the four reviews,

s =

S

though it is early to become involved in too much detail.

p———

Pensions Review

The basic state retirement pension is a popular pledged

benefit and will remain a central part of the National

o —

Insurance system. It should continue to be contributory,
a]thgagh the review could ask the question whether it should
continue to be compulsory. People might be allowed to opt

out if they were a member of an approved private pension

plan.

The State Earnings-Related Pension Scheme (SERPS),

introduced by Barbara Castle in 1975, should go. There are

— ———y

now about 9.3 million pensioners. Their numbers stay below

m—

10 million until 2005, and then rise steeply to more than
Amm—
11 million by 2015, and more than 12 million by 2025. This

increase coincides with the maturity of SERPS as the "20

—

best years" rule begins to bite.
’-"--.-q —

Options include:

Calculating the SERPS entitlement not on the basis of

the best 20 years' earnings, but on the average real
g
PRI e L — e e m—




lifetime earnings multiplied by 20. This would make

the scheme cheaper.

—_——

Discontinuing SERPS for everybody from an appointed
date. The arrangements would be similar to the

winding-up of the Graduated Pension: everyone would

S—

receive a written record of his entitlement, which

e

could be uprated annually in line with prices.

Discontinuing SERPS from an appointed date, and give

everyone his entitlement as a capital receipt to be

paid into his own personal pension fund once the

portable pension scheme is running. This would extend

personal wealth-ownership, but would cost the public

..-—-_'-__-__-_-- " .
sector a great deal on the appointed day. However, it
‘-.._.__'____—-—-_'_ e ——

would buy out the expensive entitlements early,

—— .

rather than allowing them to continue building up.

A =

We recommend option 2.

Supplementary Benefit Review

Supplementary Benefit costs well over £2 per benefit payment
el i

———
———

to administer. About 15 per cent of all benefit payments

—
—

are Supplementary Benefit, but almost 40 per cent of staff
work on it, because it is means-tested, and because the

15,000 paragraphs of regulations are complex.




Options include:

Having simpler and fewer categories of need and fewer
special payments. Savings will be in administration

rather than in Benefit cuts.

At present, anyone with savings of more than £3,000 is

not eligible for Supplementary Benefit. Therefore
those who are now in work, but who fear they may one
day find themselves on Social Security, have a
disincentive to save. The reviews should look at the

desirability of raising the savings disregards.

Supplementary Benefit could be combined with other
non-contributory means-tested benefits (Housing, FIS)
so that there is a single calculation of need and a

single cheque.

Housing Benefit Review

Housing Benefit extends too far up the income scale and

helps to force up house prices and rents. It makes people

less worried about the level of council rents and rates, and

encourages private landlords to overcharge in the knowledge
—-__--_-——

that the state will pick up the bill. And, as central

government squeezes the spending of councils, they put up
“_'_‘_\——.

their rents, and the DHSS automatically has to pay out extra
———
Housing Benefit.




Housing Benefit is complex and is a major contributor to the

poverty trap. It is paid to more than one-third of all

households, and therefore goes to many whose need is

questionable. Of the £4 billion total annual cost of
Housing Benefit, £2.5 billion goes to people on basic
Supplementary Benefit, and they will need to go on having
their full rent and rates paid. But savings could be made on
the £1.5 billion paid to families not on Supplementary

Benefit.

Options include:

Simplifying Housing Benefit by meeting the full
housing costs of those without any non-state income,
as now, and by withdrawing the benefit at a single,

uniform rate. This single taper would replace the

four existing tapers and the other complicated

features of the system. And, if the taper were steep

enough, public expenditure would be reduced.
A renewed drive to create a private rented sector
delivering enough flats and houses at realistic

prices.

Amalgamating with Supplementary Benefit as above.




Benefits for Children and Young People Review

Young people. Supplementary and Housing Benefit to young

people living away from home can be so generous as to deter

theiﬁfﬁfﬂ,fiEEEEEHWork. At its extremes, it can allow young

people to live together in seaside hotels at the public
—

expense or allow families to swap their teenagers so that

et

“Fthey can claim full Supplementary and Housing Benefit.
_.-——'—""'-_-——-_-‘_ = e ———

At present, a 16-17 year old on Supplementary Benefit of
£16.45 a week is better off than a younger person who stays
at school (because the parents get only £6.50 a week in
Child Benefit). He is also better off than many young
people on Government training schemes. This is one of the
areas where basic Supplementary Benefit may be too generous.
And it contributes to youth unemployment by holding up the
wage levels which employers offer, so that they are higher

than the value of the labour of large numbers of young

people.

Options include:

Pay young people only the level of Supplementary

——

Benefit which would apply if they were living at home,

unless they have a good reason to be living elsewhere

(eg parents dead or divorced).




275 Extend the age-band for young people's reduced rate of

Supplementary Benefit to 19 years, and cut the rate by

£2 a week.

Child-related benefits. Child Benefit is £6.50 per week per

child; FIS starts at £22 per week for the first child, with
an addition of £2 per week per subsequent child, and is then
tapered at a steep 50p per pound of earnings. The
disadvantages are (a) that the FIS taper is the largest
single cause of the family poverty trap; and (b) that the
combination of FIS, Child benefit and the child elements in

Supplementary Benefit is complex.

Options include:

Replacing Child Benefit, FIS and the child element

Supplementary Benefit with a consolidated, means-
———

tested Child Benefit which preserves the financial

—-_-._.'-_— e

position of the poorest, and is tapered at, say,

20-25p for each pound earned. This would reduce the

—

effects of the poverty trap, and would yield
significant savings by no longer paying Child Benefit
to richer families. The savings could be passed on in

higher tax thresholds.

Child Benefit could be abolished, with the resulting

savings going in part to a beefed-up FIS for poor
"___—_-_—_“—-‘

families and in part as tax relief.

—_ S _H_F‘_.—--__-__—-_-\"-s__../
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Child Benefit could be frozen in cash terms and

allowed to wither like Maternity and Death Grants, the

savings going to tax relief and better benefits for

poor families.
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PRIME MINISTER

NHS: IMPLEMENTATION OF GRIFFITHS

Your Private Secretary's letter of 11 June raised some
guestions about our approach to the implementation of the
Griffiths Report in the NHS and the DHSS. This also relates
to the three senior appointments which Sir Robert Armstrong

recommended to you, and which I support.

2. For the NHS, I have now issued guidance to health
authorities on the implementation of the key recommendation:
the appointment of general managers, first at RHA level

(14 appointments) and the, over the next 18 months, in

the total of about 200 Districts and 1,000 management units
(major hospitals or smaller hospital groups and community
services). In instructing health authorities to get on with

this I have made three things quite clear:

- First, this is not a cosmetic exercise. The

general manager has a real job to do and they must not
just allow one of their existing chief officers to
change his title without changing his role. Where

the management skills do not exist inside authorities
they should not hesitate to recruit outside the

health service;

- Second, this is not a job-creation scheme. There is
a new job to be done - that is the essence of the

Griffiths proposal. But general managers selected

from existing staff will not need to be replaced at

SENIOR STAFF 1IN CONFIDENCE




the same level; and some (e.g a consultant appointed

as general manager in a hospital) will not be full-time.
Every new general manager post (whether an internal or
external appointment) will have to be offset - both in
terms of numbers and costs - elsewhere within the budget
for management in the Region, District or unit

concerned;

- Third, I am not going to loosen my grip on this

exercise. The proposals from each RHA and DHA will

have to be approved by Ministers.

3. In the DHSS, what we are doing is again to implement
Griffiths in full. That means setting up the Health Services
Supervisory Board (which is now meeting monthly under my
Chairmanship and with Roy Griffiths as'a member); and the NHS
Management Board with - as you have agreed - a Chairman and
Personnel Director recruited from outside the Civil Service.

Because of the statutory position of health authorities, the

Management Board cannot have a line management relationship

with them. But the Management Board (and 1its Chailrman])

acting on my behalf and with my authaxritv will exercise all
the Department's functions in relation to the management of

health authorities and give them the leadership they need.

4, That is why I want to get on with the necessary changes.

We need to leave room for discussion with the Chairman how

the Management Board will operate; although the basic
structure was of course settled when we accepted the Griffiths
proposals. The same goes for the Personnel Director, whose

appointment is needed soon.

5. As for the rest of the Department's senior staffing, I am

looking to make further progress (and savings) not only in

SENIOR STAFF 1IN CONFIDENCE




the Griffiths area but elsewhere; remembering that

Griffiths covered only about one-quarter of my
responsibilities - excluding social security, personal social
services and the Family Practitioner Services and the support
required by Ministers in relation to Parliament. We have
already made much progress: our HQ staffing has been reduced
by 20 per cent since 1979 and our Senior Open Structure
(Under Secretaries and above) has been similarly reduced

from 75 at 1 April 1979 to 61 on April 1984.

6. And I expect to do more: despite the two new posts for
the Management Board, I will make a net saving of four more
open structure posts before next April - a gross saving

of six posts . I shall be doing this by reducing the
functions of the DHSS in relation to health, in line with

the Griffiths approach; getting the Department out of the

field of health services research management; and ending

the central involvement in design and construction of
hospitals, concentrating instead on the better management of

the NHS estate (including disposals).

7. In summary this means the following changes in DHSS senior

staffing will have taken place:

SENIOR OPEN STRUCTURE 1979-1985

At 1.4.1979 At 1.4.1984 At 1.4.1985

1

3
(including Chairman
of NHSMB)

14
+1 (Personnel Director)
Grade

Total

Senior Open
Structure
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8. But if I am to maintain the momentum on all this we will
need to get on with the senior staff changes. There are
three key Deputy Secretary appointments to be made - as
detailed in the Annex to this minute - and recommended by

Robert Armstrong with my support:

- the Chairman of the NHS Management Board will need

first-class support at Deputy Secretary level from

someone who knows the NHS and the Department. John

Evans was to have filled this role but he has had to
retire because of illness. I think G%ham Hart is

the right man for this job. We need him appointed now

to take control of the interim Management Group, from
which the Management Board will take over, and monitor the

implementation of Griffiths in the NHS.

- as part of our effort to get better control of
expenditure on the family practitioner service I am
bringing together responsibility for the main elements
of the FPS: the costs and pay of the independent
practitioner services and the control of the drugs bill
through the PPRS. This post has been filled temporarily
by Pat Benner's deferring his retirement. We need a

new man - and Brian Rayner is well equipped - to carry
this through.

- the third post, where you have agreed that Chris France
should take over, will be of great importance in the

next few years. We will need fresh thinking in such
areas as personal social services and the involvement

of the private sector in care of the elderly.

9. Finally, we have already seen how long the process of
appointing the Chairman of the NHS Management Board has taken.
We cannot afford to delay the process for the Personnel

Director. Once the Chairman has been identified we will,

SENIOR STAFF 1IN CONFIDENCE




of course, be able to take account of his views on some of
the details of the Personnel Director's job and on the
candidates. But the main part of the job description and

the procedures are agreed and I believe we should start
the recruitment process now.

10. I am copying this to Robert Armstrong.

[
o

\

s

’1“(3 June 1984
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1) NHS MANAGEMENT GROUP

This group will be the major component of the NHS Management Board and embrace
responsibility for a multi-disciplinary Departmental team working under the
Chairman of the Board. The post holder will be de facto, and perhaps formally,
deputy chairman. This is the post currently occupied by John Evans and it is
heavily loaded and very active. Given a Chairman of. the Board appointed from
outside the Civil Service, this Deputy Secretary will have a key role to play
in making the board an effective instrument within the department as well as
within the NHS. The special requirements for this post are a depth of
knowledge of the NHS, of the Department and of the politics of health care plus
an ability to support a new Chairman in a positive way - particularly in
relation to Ministers and Parliament.

2) HEALTH PRACTITIONERS AND INDUSTRIES

This post comprises the bulk of the existing Deputy Secretary command covering
the Family Practitioner Services and Medicines Commission, (the personnel function
for health authority staff having been re-allocated to the NHS Management Board -
one Under Secretary command) plus responsibility for the department's functions
in respect of health care supplies and pharmaceutical industries - a wide range
of responsibilities, 1e desiderata for this post are those of a first-class
administrative manager, adviser and negotiator, with broad experience of NHS and
health issues and of professional machinery.

3) HEALTH AND PERSONAL SOCIAIL SERVICES POLICY

This will be built round the existing post held by Nodder and cover responsibility
for the overall policy for social services (other than social security) in the
central government, private and voluntary sectors. It ties in closely with the
public health responsibilities of the Chief Medical Officer and entails the
leadership of many clinical and scientific disciplines in the development of
policy. Ministers attach great importance to fresh thinking here. The desiderata
for this post (apart from first-class administrative competence) are a penetrating
mind, with the ability to bring fresh thinking to complex issues of social policy,
a cost-conscious but innovative approach, and an ability to lead a multi-disciplin

o
i

professional team.
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26 JUNE 1984

IMPLEMENTATION OF GRIFFITHS

THERE ARE FOUR MAIN THINGS THE PRIME MINISTER COULD MENTION

T0 MR FOWLER.

THE APPOINTMENT OF THE CHIEF GENERAL MANAGER. WE NEED A

GOOD MAN IN POST AS SOON AS POSSIBLE. ARE WE IN SIGHT OF

THIS? ELABORATE PROCEDURES SHOULD NOW BE AVOIDED.

THE AUTHORITY OF THE GENERAL MANAGER: THE GENERAL MANAGER

HAS TO HAVE THE MAXIMUM POSSIBLE FREEDOM (USING THE
SECRETARY OF STATE'S AUTHORITY) TO REFORM THE RUNNING OF THE
HEALTH SERVICE. REGIONAL HEALTH AUTHORITIES SHOULD SEE HIM
AND HIS MANAGEMENT BOARD AS THE SECRETARY OF STATE'S AGENT,
AND NOT AS A STRANGE PERIPHERAL BODY TO WHICH THEY ARE NOT

ACCOUNTABLE.

THE CENTRAL ADMINISTRATION OF THE HEALTH SERVICE. THERE ARE

2,200 OFFICIALS IN THE DHSS ADVISING ON AND ADMINISTERING
THE HEALTH SERVICE. THE NEW MANAGERS SHOULD NOT JUST
SUPPLEMENT ALL THESE CIVIL SERVANTS, BUT SHOULD DISPLACE
THEM. MR FowLER (USING MR CLARKE TO IMPLEMENT THE POLICY)
SHOULD RECOMMEND A RADICAL REDUCTION IN CENTRAL DHSS

ADMINISTRATION. COULD IT BE ONE-TENTH ITS PRESENT SIZE?

THE IBBS UNIT SHOULD BE ASSOCIATED WITH THIS WORK. THE

PROPOSAL TO APPOINT A NEW PERSONNEL DIRECTOR WITHOUT ANY




OFFSETTING REDUCTIONS IS AN EXAMPLE OF WHAT MUST NOT

HAPPEN.

ACTION PLAN. IT wWOULD BE HELPFUL FOR MEASURING PROGRESS IN

FUTURE IF MR FOWLER COULD PROVIDE AN ACTION PLAN SETTING OUT

WHAT WAS SUPPOSED TO BE DONE, WHEN AND BY WHOM,

Vo DI

DAVID WILLETTS




SECRET

RECORD OF MEETING BETWEEN PRIME MINISTER AND MR. ROY
GRIFFITHS ON WEDNESDAY 20 JUNE AT 1500 HOURS

NHS REORGANISATION

Mr. Roy Griffiths came to see the Prime Minister to
discuss the reorganisation of the NHS. The Prime Minister

said she was very concerned at the way this was progressing.
She had seen a chart produced by DHSS which showed the
Management Board, not in a direct line between the Secretary
of State and the Regional Health Authorities, but out of
line, creating the appearance of a new specialism of
management acting inan advisory role. She was worried that
new posts were being created but not enough was being done
to cut down the 2,200 DHSS staff supervising the NHS. She
was concerned about the quality of applications for the post
of Chief General Manager. Finally, she wondered whether the

post of Personnel Director was necessary. This would be the

first reorganisation of the NHS and it was essential to get
it right this time. She wondered if Mr. Griffiths shared

these concerns.

Mr. Griffiths said he shared some of these concerns but

he was "not too depressed"; substantial progress had been
made. He had foreseen three stages - preparation of the
report, consultations, and implementation. The report had
been completed rapidly in seven months; consultations had
been successfully completed though they had taken six months
which was rather longer than he had hoped; the exercise had

now reached the most important stage of implementation.

Mr. Griffiths said his group had considered
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establishing the NHS as a corporation but had rejected this
approach. It could have alarmed people unnecessarily and it
would have required a long period for legislation and
reorganisation. His aim had been to secure a reorganisation
which could be put into effect much more quickly and which
achieved, in terms of management structure, many of the

features of a corporation without incurring those penalties.

He said the way the Management Board was represented on
a chart was less important than the way it was implemented
in practice. The key to success was that the Secretary of
State should invest the General Manager with authority and
that the Secretary of State and the Minister of Health
between them should devote adequate time to the pursuit of

greater efficiency in the NHS. It was vital that the

Management Board should not be surrounded and enmeshed by
the Department. For the venture to be successful he

recommended the following steps:

i) The best Chief General Manager obtainable should
be appointed. The Prime Minister should be
prepared to reject the first candidates put up

if she was not totally satisfied.

The Director of Personnel should be appointed and
the equivalent post in the Department should

lapse.

The Secretary of State should clarify the role and

functions of the Management Board.

The Secretary of State should examine urgently
the role and structure of the DHSS in relation to
the Management Board. This could not be done
internally but should be done using outside
consultants reporting to the Supervisory Board.

(The Prime Minister suggested a role here for

/v)
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v) Adequate Ministerial time should be devoted to the
management of the NHS.
He was confident that if these steps were followed cost
savings of £1 billion out of £15 billion could be secured in

the space of three years.

The Prime Minister queried whether a separate Director

of Personnel was required as much of his work would also be
the responsibility of the General Manager. She felt the
title also had an unhelpful welfare connotation.

Mr. Griffiths felt that the General Manager needed support

in the vital area of manpower. Given the structure of pay
bargaining and the dominant role of Review Bodies, the
Managers of the NHS had only a limited role in determining
pay. It was all the more important, therefore, to secure
greater productivity by the pursuit of better working
practices. There were many restrictive practices enshrined

in Whitley agreements which should be removed.

He shared the Prime Minister's doubts about the quality
of the shortlist for the post of Chief General Manager,
though he had not yet interviewed them personally. They

were -

Gregory - the Director of UK and External Affairs at
BP;

Wilkinson - Joint Managing Director of Lucas;

Travers-Clarke - Chairman of Express Dairies

He would not have adopted the same selection process.

This meant that no candidates were presented to those making

decisions until the very end of the process. It might have

been better to have pursued a policy of more active search
for good candidates and to have brought names up for

/ consideration
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consideration earlier so that a bench mark for the search
for other candidates could be established. I1f, under the
present procedure, none of the shortlist was acceptable, it

would be necessary to go back to square one.

The Prime Minister thanked Mr. Griffiths for giving her

his views which she would find very useful in carrying

through the reorganisation successfully.

The meeting ended at 1600 hours.

A8

20 June 1984

SECRET







19 June 1984

MR BARCLAY

MEETING WITH ROY GRIFFITHS

Roy Griffiths is worried about how the DHSS will implement
his report. The meeting is a good opportunity to find out
what is going wrong and how to deal with it. I had a useful
informal meeting with him on Monday, 18 June, which the
Policy Unit had arranged before your meeting.

G = K =

Roy Griffiths serves on the Secretary of State's NHS
Supervisory Board, and on the senior DHSS Committee Vettin
applicants for the Chief General Manager post. He will not
be”sitting on the new General Management Board. He is X
therefore in a tricky position talking to_the Prime Minister
without DHSS knowledge.

R

The choice of the new Chief General Manager

This is essential to the implementation of the Griffiths
reforms. The appointment has taken far too long. The DHSS
have now reduced the field from around 36 names to 3. They
are due to be considered by Norman FowlI@r and Roy Griffiths
very soon, and a recommendation will then come to the Prime
Minister. It is not fair to judge the candidates at this
stage, and Mr Griffiths has not yet interviewed them. But
there is a risk that they will not prove up to the mark. If
the worst fears are contirmed, then another head-hunt will
be necessary; but instead of funnelling candidates up
through several layers, any further recruitment process
should be short-circuited, and potential candidates put
before Norman Fowler promptly. The Prime Minister could ask
Mr Griffiths:

What are the qualities that he is looking for in a new
Chief General Manager?
—

How soon does he think we might be in a position to
appoint one?

If the current 3 names are not satisfactory, how can
we speed up the process?

= Can Mr Griffiths suggest any other candidates?

The new management function and central DHSS administration

Roy Griffiths shares our worry that the DHSS will add a new
management function at the centre without shedding any
existing administrators. It is important, therefore, that

E the creation of any new management posts go hand-in-hand

with the abolition of administrative posts. And the new

- Chief Manager must have the power, through the confidence of




Norman Fowler to achieve independence from DHSS
administrators. The Prime Minister could ask Mr Griffiths:

What future role does he see for the central
administration in the DHSS?

- —

What is the best way of ensuring that radical changes
in DHSS administration come about? =

g—

———— ey

In answer to the second question, Mr Griffiths might argue
that the DHSS is not going to be able to restructure itself
if the Mifiisters are all too busy and some of the officials
are not keen. He may also suggest that the new Chief
Manager will be too preoccupied with the NHS to look at the
DHSS as well. e o

The DHSS circular implementing the Griffiths reforms

The Prime Minister may wish to ask Mr Griffiths:

- Is he happy with the DHSS circular, and will it limit
é the room for manoeuvre of the new Chief General
Manager?
He may be relaxed about the thrust of the circular, but
there remains the key question of timing and the adequacy of
the circular alone.
——————————————

The new Personnel Director

The Prime Minister could ask:

What is the role of the Personnel Director?
—'_—E——-s—' T e .
When should he be appointed?

Does Mr Griffiths have any names in mind?

Roy Griffiths may agree that no significant steps should be
taken either to define the role of the Personnel Director,
or to choose an individual until the Chief General Manager
was appolnted.

—_—

Wider points

Mr Fowler has a tricky task: he is both trying to soothe the
fears of the professional interest groups by assuring them
that nobody will be riding roughshod over them; and yet, at
the same time, he needs to make sure that the report is
implemented fully.

e e
- Are we still on track for achieving a major
improvement in “NHS management, or are the report and

LAVAAL




recommendation already being eroded (eg appointing a
nurse to the Supervisory Board)?

Why is it taking so long?

How can the new Chairman assemble an action plan and
get a grip on the health authorities?

How should the PR be handled between Mr Fowler and the
new Chairman?

What is the potential for cost-improvement in the NHS
if the report is implemented?

Are targets going to be set for output and efficiency;
and if not, why not?

Has his experience of the past 6 months led

Mr Griffiths to change any of the analysis in his

report?

Are wt trying t‘ N s s
: ' { Ledne
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SENIOR STAFF IN CONFIDENCE

10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

Grade 2 Appointments,

Department of Health and Social Security

Thank you for your minute of 8 June (A0O84/1687) which

the Prime Minister has considered.

When you sent this minute, you will not have seen the
Prime Minister's reaction to the minute of the same date
from the Secretary of State for Social Services about the
appointment of a Personnel Director of the NHS Management
Board. David Barclay's letter of 11 June recorded the Prime
Minister's view that the implementation of the Griffiths
Report and the creation of any extra posts should be
accompanied by savings in the existing DHSS administration:
the Prime Minister asked for a report on the Secretary of
State's thinking on the implications of Griffiths for the
DHSS administrative structure.

The Prime Minister has commented on your minute that
she is content to agree to the transfer of Mr Christopher France
to DHSS but she is not prepared at present to agree to the
other appointments since she would not wish to pre-empt any
reductions which the Secretary of State may need to make in
the top structure of the DHSS in order to offset the new
Griffiths posts.

=S .

13 June 1984

SENIOR STAFF IN CONFIDENCE
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Appointments aTe needed, for different reasons, to three

Grade 2 (Deputy Secretary) posts in the Department of Health and

Social Security.

7 As you will recall, as part of the Secretary of State's plans
for the management of the National Health Service (NHS) in the
light of the Griffiths report, a candidate from outside the Civil

Service is currently being sought for the new post of Second

Permanent Secretary to act as Chairman of the NHS Management Board,

S — —

and the Secretary of State minuted the Prime Minister recently
about the creation of a post, proposed at Deputy Secretary level,

of Director of Personnel_qu the NHS. This submission is not

concerned with either of these new posts; but in considering

- e T - - - - -
recommendations for the three posts with which this submission
is concerned we have taken into account the organisation and
requirements of the work following Griffiths, and the experience

and qualities that will be needed.

e O

3 The first of the three posts is to be in charge of the NHS
Management Group, the major component of the NHS Management Board
and embracing responsibility for a multi-disciplinary departmental
team working under the Chairman of the Board. The post-holder
will be de facto, and perhaps formally, Deputy Chairman. The post
(with minor modifications) has been held J;?EIgZEiS month by

Dr John Evans, a doctor aged 50 who had taken with great success
to administration and who might well have been a candidate in due
course for the post of Chief Medical Officer. He is, sadly,
extremely ill, and steps are in train for his early retirement on
the grounds of i1l health. This is a personal tragedy for him,

and a great loss to the Service.

i Mr Graham Hart is recommended for the succession to this

post. Mr Hart, aged 44, is one of the outstanding Under

Secretaries in the Service. He has had varied experience of the

—,—————— e e

1
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Health side of the Department, was Private Secretary to the
Secretary of State 1972-74 and was on loan to the Cabinet Office
and the Central Policy Review Staff 1982-83 If appointed, he

would become the youngcst Dcput) 5eLretdry in the Service. This

post, supporting the new Chairman likely to be from outside the

Service, calls for the very best we can put forwdrd I believe

S B s 5 e 4

V"

that Mr Hart has the rlght qualltles for it.
._—\._--'/"‘_/_____,_,_ oyl

5 The second post, in charge of Health dnd Personal Social

Services Policy, covers responsibility for the overall policy
.‘—__-;_‘fvj. - - -

for social services (other than social security) in the Central

Government, local government, private and voluntary sectors. The

post ties in closely with the public health responsibilities of

the Chief Medical Officer and entails the leadership of many

clinical and scientific disciplines in the development of policy.

6. It is currently held by Mr T E hodder, aged 54 and a Deputy
Secretary since 1978. I am sorry to sg; that Mr Nodder has
lost self-confidence and the confidence of the Secretary of State

and the other DHSS Ministers. He has, to put it bluntly, run

out of steam. He is willing to take early retirement, and I am

satisfied that this is the right course in the circumstances.

e

To replace him I recommend Mr Christopher France, aged 50, a

Deputy Secretary from the Treasury but currently on loan to the
Ministry of Defence. Mr France was Principal Private Secretary
to the Chancellor of the Exchequer 1973-76, and was the Treasury's
Principal Establishment Officer 1977-80 before a short secondment

to the Electricity Council. The Prime Minister approved my

recommendation last July that Mr France should be moved to a

Deputy Secretary post in the Department of Health and Social

—————

Security, to gain experience of that Department and be a

candidate for the eventual succession to Sir Kenneth Stowe. It
was not, however, possible to implement that move at The time
because of the Griffiths report and the fresh thinking that then

had to be done about the Department's top structure. Mr Nodder's

post will be an ideal post for Mr France to gain experience of
the Department. Mr France will also be available as a long-stop
Civil Service candidate for the new Second Permanent Secretary

post if the search for an outside candidate is unsuccessful.

‘\_/\//h\\/ et N D R?\‘W
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The third post, in charge of Health Practitioners and
Industries, carries responsibility for health care supplies and

the pharmaceutical industries. The holder needs to be a

first-class administrative manager, adviser and negotiator, with
broad experience of NHS and health issues and of professional
machinery. It is at present held by Mr P Benner, who has served

on slightly past normal retiring age to help the Department while
the Griffiths report's implications were assessed. Mr Brian Rayner,

aged 52 and an Under Secretary since 1975, is recommended for

—

— Sy

this post. He joined the Service as a Clerical Officer in 1948,

and has had wide experience of the health side of the Department.
From 1978-83 he was in charge of the Department's regional liaison

division responsible for implementing Ministerial decisions

on Health Service reorganisation. In his current post, dealing

with pharmaceutical, optical and dental services, his energy and
imagination have shown to advantage and have much impressed

the Secretary of State and the Minister for Health.

8. These recommendations all have the approval of the

Secretary of State.

G I should be grateful to know if the Prime Minister would
be ready to approve the promotions of Mr Hart and Mr Rayner,
and the transfer of Mr France from the Treasury. Announcement

would be for the Department of Health and Social Security.

ROBERT ARMSTRONG

8 June 1984

3
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10 DOWNING STREET

From the Private Secretary

11 June 1984

THE NHS - IMPLEMENTATION OF GRIFFITHS

The Prime Minister has seen your Secretary of State's
minute to her of 19 May, the Chancellor's minute of 5 June,
and your Secretary of State's further m inute of 8 June,
about the appointment of a Personnel Director of the NHS
Management Board.

The Prime Minister welcomes your Secretary of State's
determination to carry forward the implementation of the
Griffiths recommendations. She has noted his agreement with
the Chancellor that the post need not carry any specific
civil service grading, and that the initial appointment
should be for a period of two or three years. She agrees
with your Secretary of State that the possibility of
extending this period should be kept open; that there may
need to be flexibility as to salary; and that for the
reasons set out by your Secretary of State the post should
be described as "director" rather than "advisor".

The Prime Minister takes the view, however, that the
first priority must be to appoint the Chairman. He can then
recommend terms, conditions and candidates for the personnel
post. She also believes that the implementation of the
Griffiths Report and the creation of any extra posts must be
accompanied by savings in the existing burden of DHSS
administration. It would look odd if the first steps to
reduce overheads involved the creation of new top jobs
without the compensating loss of other posts. The Prime
Minister would therefore be grateful for a report on your
Secretary of State's thinking on the implications of
Griffiths for the existing DHSS administrative structure.

The Prime Minister would also be grateful if the note
commissioned by Andrew Turnbull in his letter of 4 June
could cover wider questions of the implementation of
Griffiths, including a timetable for the crucial
appointments and decisions which remain to be taken. It
would be helpful if your note could also cover the form of

/ the new




the new Griffiths management structure, its inter-relation
with existing DHSS administration, and how the new Griffiths
team will set about improving the efficiency of the Health

Service.

I am copying this letter to David Peretz (HM Treasury),
John Graham (Scottish Office), and Colin Jones (Welsh

Office).

+ Riv) woil

David Barclay

S.A. Godber, Esqg.
Department of Health and Social Security.
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From the Private Secretary

June 1984

THE NHS - IMPLEMENTATION OF GRIFFITHS

The Prime Minister has seen your Secretary of State's
minute to her of 19 May, the Chancellor's minute of 5 June,
and your Secretary of State's further m inute of 8 June,
about the appointment of a Personnel Director of the NHS
Management Board.

The Prime Minister welcomes your Secretary of State's
determination to carry forward the implementation of the
Griffiths recommendations. She has noted his agreement with
the Chancellor that the post need not carry any specific
civil service grading, and that the initial appointment
should be for a period of two or three years. She agrees

with your Secretary of State that the possibility of
extending this period should be kept open; that there may
need to be flexibility as to salary; and that for the
reasons set out by your Secretary of State the post should
be described as "director" rather than "advisor".

The Prime Minister takes the view, however, that the
first priority must be to appoint the Chairman. He can then
recommend terms, conditions and candidates for the personnel
post. She also believes that the implementation of the
Griffiths Report and the creation of any extra posts must be
accompanied by savings in the existing burden of DHSS
administration. It would look odd if the first steps to
reduce overheads involved the creation of new top jobs
without the compensating loss of other posts. The Prime
Minister would therefore be grateful for a report on your
Secretary of State's thinking on the implications of
Griffiths for the existing DHSS administrative structure.

The Prime Minister would also be grateful if the note
commissioned by Andrew Turnbull in his letter of 4 June
could cover wider questions of the implementation of
Griffiths, including a timetable for the crucial
appointments and decisions which remain to be taken. It
would be helpful if your note could also cover the form of

/ the new




the new Griffiths management structure, its inter-relation
with existing DHSS administration, and how the new Griffiths
team will set about improving the efficiency of the Health
Service. "

I am copying this letter to David Peretz (HM Treasury).

David Barclay

S.A. Godber, Esqg.
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THE NHS - THE IMPLEMENTATION OF GRIFFITHS gvé

Attached are minutes from the Social Services Secretary
and the Chancellor about the appointment of a personnel director

of the NHS Management Board.
Mr. Fowler and the Chancellor now agree that:

(i) the appointment should be for two to three years
initially; "
it should not be linked to any specific civil

service grade.
We suggest you support Mr. Fowler on three further points:

(i) that the possibility of extending this term should
be kept open; : _
(ii) that there may be a need for flexibility on salary;
(iii) that the post should be termed ”director” ratﬁer
than "adviser" and regarded as an_integral part of

the new NHS management board.

But these are really details. There are some much more

important general points which need to be underlined.

First, the new Chief Exeuctive, due to be appointed soon,
will have views about the best job specification for his

Personnel Director. The announcement should be delayed so that

the Chief Executive can influence the post and the appointment.

Secondly, the Griffiths Report must lead to the reduction

of bureaucracy. Creating new Civil Service posts without any
offsetting savings is hardly a good start. The DHSS is not

doing very well in achieving its Wardale targets, and there

/is a risk




is a risk that the existing DHSS administrative structure

will remain unchanged with the Griffiths managerial
structure added to it. Griffiths was at one stage going to

lead to a reduction in Civil Service numbers. Is this still

true? Can the DHSS spell out a programme for staff savings

which, at the very least, match the new recruitment? And
more fundamentally, does the existing central DHSS
administration still have a role as the Griffiths management

structure is set in place?

Implementing Griffiths

Mr Fowler's letter alsoc provides an opportunity for the

Prime Minister to ask about the form of

—

the new management
structure and the timetable for the implementation of the
Griffiths recommendations. The DHSS could cover these
guestions in the note which Andrew Turnbull commissioned on

the recent circular to Health Authorities.

There is a worrying tendency for the DHSS to see the NHS
Management Board as an advisory adjunct to the Secretary of
State. The management chérts in the attached leaflet
published on Monday show this all too clearly. If Griffiths
is to have teeth - and it needs them - the new managers on
the Board need clear lines of communication and influence
direct to the RHAs and DHAs. They need the whole-hearted
support and delegated authority that can come from a close

working relationship with the Secretary of State. RHAs must
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not be led to think that they only need deal direct with the
Secretary of State, and that his Management Board is some

distinct entity to which they are not responsible.

There has also been unreasonable delay in appointing a

time to time. It would be useful to have a timetable for
crucial appointments and decisions from now on. This will
encourage urgency, make sure that decisions are taken in the
right order, and give us a benchmark against which to

measure DHSS progress in future.

A draft letter is attached.

Do WINHR

DAVID WILLETTS
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Hgth Authority Management - The Future

This is a simplified representation of the key future management relationships in Health Authorities and DHSS, how
they link to each other, to the Secretary of State for Social Services and to Parliament.

These management developments will all take place within the existing accountability arrangements and statutory
framework.
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PRIME MINISTER A\ 8 June 1984

THE NATIONAL HEALTH SERVICE: FAMILY PRACTITIONERS

The NHS is popular. There is no question of mounting a
head-on assault against it. Yet the Health Service is
still widely believed to be suffering the death of a
thousand cuts. This is untrue, and Ministers rebut the
charge by showing the increase in the real volume of
spending on the Health Service since 1979. But this is
funny sort of defence in a world of cash planning and
cost-effectiveness. It concedes too much ground to the
Government's critics - that the sole test of care and

concern is the real volume of resources made available to a

Department.

A more imaginative approach is needed. This would focus not
on real volumes of expenditure, but on improving the
eﬁficiency and quality of patient care. The right pattern
of econcmic incentiveg to strengthen the hand of the

consumer of health services could alsc reduce costs.

The implementation of Griffiths is the best way forward for

the hospital service. But there has been much less progress

on the Family Practitioner Service. The forthcoming Green

Paper provids an opportunity to float some radical options.
It should not just be another boring account of how more

w ]




real resources are required to meet greater demands on them,

and how the Treasury should stump up the money.

Family Practitioner Service

There is a growing body of evidence that the Family

Practitioner Service is expensive and inefficient:

Last year's Binder Hamlyn Report showed that the size
of the Family Practitioner Service was not determined
by consumer demand or need, but by the supply of

doctors coming off the medical school production line.

Recent research in Manchester suggests that 47 per

cent of all GPs in the area spend less than 20 hours a
week actually in patient care. It also suggests that
different patient list sizes in the 1,500-2,500 range

do not appear to correlate with the quality of patient

care.

Family practitioners prescribe tqo many drugs, and
prescribe expensive ones when cheaper, generic
substitutes will do. Of the total drug bill of almost
£1.5 billion, about £1.2 billion is attributable to

the FPS.

There is widespread public concern about the excessive
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use of deputising services.

The Private Sector Example: the Harrow Health Centre

The private sector provides a model of how to improve

services and control costs. The Harrow Health Care Centre

was set up 18 months ago as Britain's first - and so far

only - independent GP service financed directly by private
subscription. It is not a Harley Street practice for the
elite. For an annual subscription fee of £70, the patient
may have as many appointments with a GP in the Centre as he
wishes, though home visits are charged at £10 each. An
extré £25 annual fee will cover the cost of all drugs

prescribed during the year.

The patient list now stands at about 4,000, and the target

is to get to 9,000. The Centre does not turn anybody away.
A wheezing‘?é;year—old will be accepted for the normal fee.
So unlike some private insurance schemes, this clinic is
genuinely universal. Patients are attracted by the better
degree of care and attention at the Health Centre.
Appointments are punctual, and each patient is always
allocated 15 minutes. Elementary tests - such as X-rays -
are available on site, so there are no frustrating delays as
appointments which are booked at hospital out-patient units.
So for anything but hospitalisation cases, it comes close to
"one-stop shopping".

The fee structure creates a very effective set of economic

_3_




incentives for the Health Centre. They obviously must keep
their costs down, unlike the arrangements whereby insurance
compahies refuﬁd costs to private hospitals. And the Centre
has to provide a good service to keep its subscribers. It
also has an incentive to spot trouble at the earliest stage,
and devotes more effort to preventive medicine than does the
NHS. Patients are encouraéed to stay in touch with the

Centre. Fitness and health education classes are provided.

The patient knows that he can call on the Centre as often as

he wishes, with no extra cost. This model is catching on in
the United States in the form of "health maintenance

organisations".

The project has had a total start-up cost of about £750,000.
It had planned to break even after approximately 2 years o%
operation, but it now seems likely that this will oély
happen after 2% years. A major mistake was to set their
fees too low, as potential customers are suspicious that
there are hidden costs; and their existing patients would be
prepared to pay significantly more. The Centre must become
financially viable, and then the plan is to expand to open a
variety of such Centres elsewhere. They plan not only to
cover prospero;s suburbs, but also places like Hackngy,

tailoring the exact balance of services to meet local

needs.

We should be encouraging the development of Centres like

this. They are difficult for even the most blinkered critic




to attack. They follow the fundamental NHS principle of
universality and, indeed, in one respect - the GPs are
sélaried - are closer to Bevan's original scheme than the
NHS itself. They take the burden off existing NHS practices
in the area. And because patients at the Health Centre are
healthier than the average, they impose less of a burden on

the hospital service.

But the Health Centre has a variety of complaints about

niggling DHSS and establishment unhelpfulness:

They are not allowed access to NHS files, even with

their patients' consent.

The Centre carries out free child vaccinations

normally carried out by the NHS. But the NHS will not
provide them with free vaccine and, indeed, is trying

to block supplies altogether.

NHS obstetricians are making it difficult to integrate
their ante-natal care service with maternity

arrangements in NHS hospitals.

The BMA has very strict rules about GPs advertising,
which means that the dynamic Chief Executive - a
qualified doctor, who runs the Centre and publicises

it - cannot actually practise there.




Patient Power in the National Health Service

Our approach to the Family Practitioner Service shouldn't
just involve encouraging private sector Centres on the
Harrow lines. Wherever possible, lessons from the private
sector should be applied in the public sector. The ultimate
objective would be for NHS clinics to become cost-centres
dependent on satisfying their Eonsumers, just as in the
private sector. The Green Paper on the FPS should look at

the following possible changes:

Encourage the establishment of patient-user

associations for individual clinics, just like parent

associations in schools. They will bring the

community into closer touch with their local GPs, with
no extra bureaucracy or expenditure. They can provide
a vehicle for preventive medicine. They could
ultimately become a source of funding, just as schools
associations now buy educational equipment. And they
by-pass the Community Health Councils, which are so

often taken over by Left-wing activists.

Family Practitioner Committees should give much more
ipformation about the General Practitioner sg;vices
available in their areas - a first step towards
advertising. They should not just provide names and

addresses, but details of opening times, and refer to
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any specialities of the individual GPs. A spirit of
competition should develop, and patients be encouraged

to change GPs if they are dissatisfied.

The quality of service provided by the NHS should be
properly measured. Average waiting times for seeing a
GP, and the average time given by the GP given to
individual patients, should be recorded. This
information should then be put onto the FPC circular
so that potential patients can see which Family
Practitioners are providing a more efficient service.
The Government could even set targets for such
measures, though obviously we need to be sure that
they could be met without excessive public

expenditure.

Simple design features can be copied from the Harrow
example. The receptionist areas are open and
friendly. There is a play area for children near to
the main waiting room, but separate from it. Doctors
come out of their rooms to collect their patients.

All these little things can increase patient

satisfaction at little or no cost.

All these steps can be taken by a Government which cares

about the quality of health care, without encouraging the

delusion that the only measure of care and effectiveness is

e




spending more money.

Drugs

The mushrooming drugs bill is the clearest example of the
failure to establish a sensible set of economic incentives

within the FPS.

The patient expects a prescription every time he

visits the doctor.

The doctor, under a barrage of advertising and

pressure from drug companies, prescribes brand-name

S

drugs when cheaper generics with the same active

ingredients will do.

The drug companies get cosy contracts fixing high
prices for their drugs under the Pharmaceutical Price
Regulation Scheme.

We need to act on each of these three stages in the cycle.

First, patient attitudes. It is increasingly recognised

that putting chemicals into your body is not something to be

done lightly. New trends in medicine support this. Health
education campaigns should focus much more on the dangers of
taking a drug for every minor ailment, and aim at dampening

down expectations of a prescription every time you visit the

doctor's. Prescription charges, of course, also help here.

e




And straight placebos could be prescribed rather than

expensive but ineffective drugs.

Second, change doctors' prescribing habits. They should be

educated and encouraged to prescribe generic drugs - an
improved Which guide to drugs might help here. Refuse to
prescribe on the NHS some basic types of medicine such as
Dispirin, which can be bought privately for self-medication.
Carry on removing from the NHS list of drugs those which

have been proved to be largely ineffective.

The Pharmaceutical Price Regulation Scheme is being

reviewed. There is scope for large savings here.

Currently, all sorts of costs are allowed for in calculating

companies' rate of return on drugs, such as the promotional
expenditure to encourage doctors to prescribe the drug
unnecessarily in the first place! These costs should be cut
out of the calculations. More radically, instead of buying
drugs at prices fixed under the Price Regulation Scheme, the
NHS could tender for drugs in the same way Marks and Spencer
or Sainsbury deal with their suppliers. The NHS would
specify the active ingredients that were needed for a drug,
and then accept the cheapest bulk tender. The patient would

then be prescribed an NHS "own brand" antiobiotic.

Parallel imports can help push down drug companies' prices.

Parallel imports obviously need to be safe, and regulations

issued last month will ensure this. But there should be no
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question of keeping out imports just because their cheapness
makes life awkward for British drug companies. The
important think is that the DHSS gets the benefit of these
cheap drugs rather than it being pocketed by pharmacists,
who are reimbursed by the DHSS on the basis that they had

paid the full UK price.

Conclusions

Write to Kenneth Clarke pressing him to produce a
radical Green Paper on the FPS. Positive themes would

include:

shifting the debate from real resources to output;
encouraging the mesurement of output and service
guality;

strengthening patient power through patient
association and information encouraging

competition between clinics.

Encourage Harrow-type Health Centres and remove

obstacles to them.

Ensure DHSS tackle the high FPS drug bill at all three

points - patient, doctor and drug companies.

Dossud, W Wetda

DAVID WILLETTS/JOHN REDWOOD
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CONFIDENTIAL

PRIME MINISTER

PERSONNEL DIRECTOR OF NHS MANAGEMENT BOARD

I have seen the Chancellor's minute to you of 5 June. There is,

I think, no difference between us about what the essence of the
personnel task is and about the formal arrangemeﬁts for instituting
the post. I, certainly, am not greatly concerned about the Civil
Service grading which might be attached to the post. Indeed, like
Nigeiz_l shall be quite content for no specific grading to apply.
What matters is that we are able to pay the salary needed to get the
right man for the job. I am also quite content for the initial
appointment to be for a limited period - indeed this was in the job
description I sent you. But the task which we want the Personnel

Director to perform is not only to devise the right solution to the

personnel problems of the NHS but also to carry through the new

arrangements, both in negotiations and with health authorities.
While I would like to think that this will prove possible in a period
of two to three years, I think it unlikely. It is therefore
essential that we should hold open the possibility of extending the
appointment; that is why we intend to recruit by open competition.

So we are in agreement on the substance. But I think Nigel's
suggestion that the post should be a "Personnel Adviser to the
Chairman of the Management Board" and to me, quite misses the point.
I regard the task of the Personnel Director - to break the mould of
present NHS personnel management arrangements and recast them
according to the Griffiths' prescription - as being central to the
management task of the Department and of the NHS Management Board.
To appoint a "Personnel Adviser" would be to give quite the wrong
message to the health service. What we must do is to give a clear
lead to the NHS and leave the Service in no doubt of the importance
we attach to the personnel function and to improving personnel
management. The fact that 70 per cent of NHS revenue spending is

1
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devoted to staff demonstrates how far the Personnel Director's job
is at the heart of the new management structure and management

arrangements which we are trying to bring about in the NHS.

I hope, therefore, that you will agree that we should go ahead with
the appointment of a Personnel Director initially for two or three

years (but extendable) and with no particular Civil Service grading
attached to it (but with necessary flexibility on salary). I also
hope you will agree with me that it is essential to our approach on

Griffiths that the personnel appointment should be a Director not an

Adviser and an integral part (possibly a Deputy Chairman) of the NHS

Management Board and the new management arrangements within the

Department.

I am copying this minute to Nigel Lawson and (with a copy of his) to

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

8 June 1984

2
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PRIME MINISTER

PERSONNEL DIRECTOR OF THE NHS MANAGEMENT BOARD

I have seen Norman Fowler's minute of 19 May seeking your agreement to

Deputy Secretary grading for this post.

2. The job description attached to the minute does not seem to me fully to
reflect what the Griffiths Team had in mind. It envisages the post as integrated
into the day-to-day management of the NHS, and dealing with routine
management matters as well as the essential mould-breaking role. But I fear
this would be at the expense of what Griffiths saw as the essential task -
reviewing NHS personnel management practices, devising solutions and
negotiating the changes required. I myself see the post as more that of a
personnel adviser to the Chairman of the Management Boa;'d and to Norman,
than as an institutionalised part of the management structure. On this view, I
think there is much less of a case for deputy secretary grading and I would
therefore argue strongly against that. Indeed, I do not think we need to specify
any civil service grading for this post. Would it not be better to treat it as a

specific but limited assignment for two or three years?

I am copying this minute to Norman Fowler.

i

) O . e R g (N.L.)
A RO Y 5 June 1984
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10 DOWNING STREET

From the Principal Private Secretary 7 June 1984

Thank you for your letter of 4 June and for
sending me the impressive documents about the
implementation of the Griffiths Report in the
NHS. I particularly liked the brochure and will

keep it handy to show to the Prime Minister at a
suitable opportunity.

While I am writing can I thank you also
for sending me the two articles from '"Pulse'",
These are useful background.

Sir Kenneth Stowe KCB CVO
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¥y to the Prime Minister
ment of a Personnel

Thank you for copying to me your minute of 19 Ma
in which you sought her agreement to the appoint
Director for your Management Board,

I am very happy that you should do so; indeed as you say the creation
of this post is essential to our efforts to provide the right conditions
for the effective carrying out of the general management function

throughout the NHS.

Most of the work of your Personnel Director would of course have UK
wide implications and that is not least true of the specific tasks for
early review proposed by Roy Griffiths and his team. For this reason
[ shall expect the Director of the NHS in Wales (my parallel appointment,
following the recommendations ef the Inquiry team, to your Chairman of the
NHS Management Board) to keep in close touch with your Personnel Director
so as to contribute a Welsh perspective and to carry out his parallel
personnel functions in Wales. In turn I would of course expect that your
Personnel Director should ensure that the Director for Wales is kept
i nformed about his work and is able to make a contribution to it wherever
appropriate. In the same spirit, I should of course be glad if you could
keep me informed of any material developments in the Personnel Director's

ointment and field of operations where political issues affecting

at stake.

am copying this letter to those who received your minute.

gfn/\

Rt Hon Norman Fowler MP
Secretary of State for Social Services




PRIME MINISTER

Health Service Spending

You may have noticed the attached article in today's Times

which reports a book by Professor Brian Abel-Smith who was Special

Adviser to Barbara Castle and David Ennals. The essential
hypothesisg of this book seems to be that, contrary to media

impressions, spending on the Health Service has increased and

that the Government has protected the Health Service rather

begier than its continental counterparts. While I do not know

if there is anything new in this book it is certainly worth

Q-

having these assertions from a source such as Professor Abel-

——————————————
Smith. Accordingly David Willetts and I are getting hold of
—

the book to see if we can quarry some useful questions and,

more likely, speech material from it.

—

6 June 1984




Health service cuts
compared favourably
with Europe

By Nicholas Timmins Social Services Correspodent

The Conservatives have been
much less tough in imposing
health service cuts than other
European governments, accord-
ing to Professor Brian Abel-
Smith, Professor of Social
Administration at the London
School of Economics.

Professor Abel-Smith, special
adviser to Mrs Barbara Castle
and Dr David Ennals when they
were Labour Secretaries of State
for Social Services, said that the
media picture of the health
service in the past five years
was “one of successive cuts,
increased charges, and long
queues for vital services.”

“In practice, however, the
cuts have largely been 1n
previously planned levels of
growth. Overall spending on the
NHS has increased consider-
ably™.

Charges, particularly: for
drugs, had risecn more than
inflation, but no new charges
had been introduced.

Professor Abel-Smith said
other  European  countries’
| growth in health spending had
| run well ahead of Britain’s but

they have had to take really
Vigorous action to contain costs
in the past two or three years.

Belgium, France, Germany
and the Netherlands have
introduced or increased charges
for lrw__ﬁal_lc_n%( for example,
while enmark is reducin
hospital spending to the 1%1!]%
level. In Italy, budgets were cut
in real terms in 1982 and 1983.

Professor Abel-Smith says
that Bnitain starts from a much
lower base than European
counterparts, and spends appre-
ciably less of its GNP on health.

Between 1966 and 1975,
spending as a share of national
resources rose by about 2.8 per
cent a year. In the rest of
Europe. it rose by between 3.5
and 7.4 per cent,

Between 1977 and 1982,

however. the British figure rose
to 3.1 per cent, while it declined
markedly in most of the rest of
Europe.
Cost Containment in Health
Care: (Bedford Square Press
£5.95; or £6.70 by post from
Macdonald Evans. Estover
Road, Plymouth PL6 7PZ)
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

PRIME MINISTER

PERSONNEL DIRECTOR OF THE NHS MANAGEMENT BOARD

I have seen Norman Fowler's minute of 19 May seeking your agreement to

Deputy Secretary grading for this post.

2. The job description attached to the minute does not seem to me fully to
reflect what the Griffiths Team had in mind. It envisages the post as integrated
into the day-to-day management of the NHS, and dealing with routine
management matters as well as the essential mould-breaking role. But I fear
this would be at the expense of what Griffiths saw as the essential task -
reviewing NHS personnel management practices, devising solutions and
negotiating the changes required. I myself see the post as more that of a
personnel adviser to the Chairman of the Management Board and to Norman,
than as an institutionalised part of the management structure. On this view, I
think there is much less of a case for deputy secretary grading and I would
therefore argue strongly against that. Indeed, I do not think we need to specify
any civil service grading for this post. Would it not be better to treat it as a

specific but limited assignment for two or three years?

3. I am copying this minute to Norman Fowler.

o

v

i

(N.L.)
5 June 1984







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

F E R Butler Esq
10 Downing Street
LONDON

SW1 4 June 1984

Dia, £,

You may be interested to see the attached documents which show
how we are implementing the Griffiths Report in the NHS. In

themselves they represent a change in management style - a sharp
emphasis on getting things égEéTgE”ETEEEIﬁ-EtﬁﬁEITEH“aetermination
to monitor performance actively and an attempt to communicate
management's stance to all members of staff. The latter is best

shown by the brochure (a "first" in our parish) - which is backed
up by a presentational video.
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DEPARTMENT OF HEALTH AND SOCIAL SECURITY

Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone 01-407 5522

From the Secretary of State for Social Services

To all Regional,District and
Special Health Authority Chairman

gty b
3\\@.. \-‘?8 '—;_
qem dﬁﬂn'xm %

Last October I asked your Authority and the other key management and professional
interests concerned for their comments on my proposals for taking action on

the Griffiths Report. We have delayed reaching final decisions so that we could
take account of the views of the House of Commons Social Services Committee and
of Parliament itself. I enclose a circular which announces the Government's
decisions.

Authorities are required to start work straightaway to establish the general
management function and to identify individual general managers at Authority

and unit levels. The circular provides considerable flexibility to take account
of local circumstances. It requires regional authorities to make their proposals
by the end of September but allows district authorities until the end of 1985

to complete action at unit level. There will be a good deal of careful work for
each Authority in thinking through what to do. I am looking to you to take the
same personal responsibility for ensuring that the necessary action is taken by
your Authority as I shall be doing at the Department.

As part of the new management style we need to establish, I attach particular
importance to ensuring that authority members and staff at all levels have an
early opportunity to learn what is proposed and the likely effects at local level.
The Department and the NHS Training Authority have prepared material to help you
in this, which I hope you will find useful.

- & s-.....\..m\} Q
( NORMAN FOWLER\) X




HEALTH CIRCULAR HC(84)13

DEPARTMENT OF HEALTH AND SOCIAL SECURITY

Regional Health Authorities )

District Health Authorities ) ¢ 5

Special Health Authorities for London ) ¥or action
)

Postgraduate Teaching Hospitals

Family Practitioner Committees )

Community Health Councils ) tor inf g

Special Health Authorities other than for j ORI
)

London Postgraduate Teaching Hospitals June 1984
HEALTH SERVICES MANAGEMENT
IMPLEMENTATION OF THE NHS MANAGEMENT INQUIRY REPORT
SUMMARY

This circular amplifies the Government’s response to the NHS Management Inquiry Report,
published in October 1983, and sets out action now required of health authorities.

THE NHS MANAGEMENT INQUIRY REPORT - THE GOVERNMENT'S VIEW

j i The Government’s overriding concern is to see that the National Health Service provides the best possible
service to patients within the available resources. We are seeking to ensure that the expenditure devoted to the
Service - currently £13 billion a year in England - does reach its target: improvement in the physical and mental
health of the people and in the prevention, diagnosis and treatment of illness. We have, with health authorities,
already established a programme to improve the effectiveness and efficiency of the NHS which is summarised in
Annex A. The most important features are the establishment of systems for planning, for annual review of
performance against agreed objectives, and for Regional Health Authorities to draw together their plans for
services, manpower and the estate within their resource allocations; the pilot projects for management budgets;
and improved audit procedures. These initiatives are designed to promote the more efficient use of what must
always be limited resources; they are also steps towards the Government's broader aim to ensure that the
management of the health service is geared primarily to the interests of patients.

2. The Management Inquiry Report endorsed our view of the management task and stated: “It cannot be
said too often that the National Health Service is about delivering services to people. It is not about organising
systems for their own sake ... the driving force behind our advice is the concern to secure the best motivation for
staff. As a caring, quality service, the NHS has to balance the interests of the patient, the community, the
taxpayer and the employees.”

3; The report recommended, for this purpose, a further programme of management action which is
summarised in Annex B. Many of the Report’s recommendations call for continued action on the initiatives
already underway, such as the further development of management budgets. We agree with the Report's call for
urgent action to begin implementing all its recommendations, while recognising that there must be different
timescales for the results of this action. In the short term, further improvements in the management arrange-
ments of the NHS can be achieved through the establishment of the general management function. In the longer
term, steps ‘taken now to develop management tools and to strengthen management training, especially for
clinicians - doctors and nurses, will enhance the management potential already existing in the health service. This
will enable the clinical professions to play a more active role in management, particularly at unit level,

THE GENERAL MANAGEMENT FUNCTION

4, The Management Inquiry Report identified the importance of a clearly defined general management
function - which draws together responsibility for planning, implementation and control of performance - as the
key to achieving the management drive necessary to ensure that the standards and range of care provided in the
health service are the best possible within available resources. After consultation with health authorities, and
taking account of the Report of the Social Services Committee of the House of Commons and the Parliamentary




debates, we accept that the lack of a clearly defined general management function is a weakness in present
management arrangements at all levels. We have, therefore, decided that health authorities should now begin
to make the necessary arrangements to establish the general management function. The simple aim in establishing
the general management function is to ensure that the concern shared by all in the health service for the quality
and efficiency of services delivered to patients is translated into action. This means developing present arrange-
ments carefully to secure effective management which has the requirement and capability to plan, guide and
implement strategies for improvement and development.

b. The Management Inquiry Team recommended that the general management function should be clearly
vested in one person (at each level) who would take personal responsibility for securing action. We accept this
view; and believe that the establishment of a personal and visible responsibility for the general management
function is essential to obtain a guaranteed commitment throughout the health service for improvement in
services and concern for the well-being of every individual patient. In reaching this conclusion, we do not
undervalue the importance of consensus in a multi-professional organisation like the NHS. But we share the
Report's view that consensus, as a management style, will not alone secure effective and timely management
action, nor does it necessarily initiate the kind of dynamic approach needed in the health service to ensure the
best quality of care and value for money for patients. We have decided that in order to begin to bring about the
improvements in the NHS through the various initiatives already established or recommended in the Management
Inquiry Report a general manager will be identified for each RHA, DHA, hospital SHA and unit to take
responsibility for the general management function, as detailed in Annex C.

ESTABLISHING THE GENERAL MANAGEMENT FUNCTION

The Unit

6. The initiatives already taken following the publication of “Patients First” and the Report’s recommen-
dations are fundamentally about providing better health services for patients. This means looking for
improvements at the point where the patient receives a service - in hospital and in the community. The primary
objective for health authorities in implementing the Report’s recommendations must therefore be to achieve
changes at unit level and below. If there were no observable improvement in services at that level, in the eyes of
patients and the community, within three to five years, then there would have been no point in making changes
at DHA level or above.

7. There can be no sustainable improvement at unit level if it does not rest upon the fullest involvement
and commitment of all the professions concerned with the delivery of health care, particularly the doctors and

nurses,

8. It is most important that the implementation of the Management Inquiry Report’s recommendations at
unit level should develop from the 1982 reorganisation. Developments already in train or planned in this way,

are:

the preparation of regional outline strategies, and regional and district strategic plans and
short-term programmes (drawing together money, manpower, service development, and the estate
and containing substantial proposals for cost-improvement) in accordance with HC(84)2;

the development and implementation of management budgets, taking account of the expressed
requirements of professional staff;

the overall strengthening and development of the professional advisory machinery to ensure that
there are effective arrangements for the advice of doctors and nurses to inform managerial
decisions at unit as well as district and regional levels,

9. The key to further progress at the unit is to establish a responsibility for the general management function.,
will require careful preparation and consultation. We envisage that a period of up to 18 months - to the end of
10985 - will be needed to develop and introduce proposals for the establishment of the general management
function at unit level.

Clinicians in management

10. We strongly endorse the Report’s view that clinicians should be both encouraged and enabled to play a
more active role in management and especially unit management. In practice, it is clinicians who determine the
way many of the health service’s resources are used by the decisions they take about the clinical care of individual
patients, At the same time, resources available for health care are not unlimited, and the way resources are
allocated will affect the range of decisions open to clinicians in the individual treatments they prescribe. To
ensure that available resources are deployed where they are most needed, it is important that decisions about the
management of resources take full account of the priorities of patient care and the advice of clinicians. In order
that clinicians can play an enhanced role in management, they need access to relevant and timely information;
adequate administrative support; and a reduction in time spent on unnecessary bureaucracy and committee work.
Health authorities should seek to stimulate action to meet these needs. Further management training for
clinicians is also needed and from the earliest possible stage of training, The results of these changes will not be
fully realised for some time; but, with the active support of clinicians, a significant start can be made now,
concurrently with the establishment of the general management function in units,




Health Authorities and DHSS

1115 While authorities are developing their proposals for the units, to secure the establishment of the general
management function and the closer involvement of clinicians in management, they and the Department will
continue to make the changes in their organisations necessary to support and sustain improvements in health
services at unit level:

we will continue to develop, within DHSS and the existing statutory framework, the Health
Services Supervisory Board to help us to establish policies and priorities, and will set up the
National Health Service Management Board, as soon as a Chairman has been appointed -
meanwhile a multi-disciplinary Management Group has been set up with responsibility for the NHS
management programme;

RHAs and DHAs will begin the process of establishing the general management function and
identifying a general manager at regional and district level,

PROCEDURE

12. The Inquiry Team emphasised that, once clear directions had been given by the centre, authorities should
be allowed the maximum flexibility in making their own management arrangements. In keeping with this, we
accept that:

there should be some latitude in the timescale in which authorities should be required to establish
the general management function and identify general managers;

authorities should have adequate scope to take due account of local management needs and
potential;

authorities will, therefore, proceed at different speeds but the general management function
should first be established at RHA, then at DHA within each region and at unit level only
thereafter - the pace will consequently vary as between DHAs/units within a region.

13. We now require health authorities to establish a general management function, drawing on the
recommendations in the NHS Management Inquiry Report - paragraphs 14-16 in particular - and following the
procedural guidance set out in Annex C. RHAs and DHAs must identify a general manager - at region, district
and unit level - to take personal and visible responsibility for carrying out the general management function, in
accordance with DHSS guidance as supplemented by RHA and DHA requirements. Hospital SHAs must similarly
identify a general manager,

ENQUIRIES
14, Enquiries about this Circular should be addressed to:

Miss A M Williams

Room D918

Alexander Fleming House
Elephant and Castle
LONDON SE16BY

Tel. 01-407-55622 Ext 6866

ACTION

18. Health authorities are required:

15.1 to establish the general management function and identify general managers in accordance with
the procedural requirements in Annex C;

15.2 to carry forward the further programme of management action identified in Annex B, within the
context of the action already in hand and planned in Annex A.

From:

Regional Liaison Division
Alexander Fleming House
Elephant and Castle
LONDON

SE16BY

Tel. 01-407-5522 Ext 6866 MNE 22

Further copies of this Circular may be obtained from DHSS Store, Health Publications Unit, No 2 Site, Manchester Road,
Heywood, Lancs OL10 2PZ quoting code and serial number appearing at top right-hand corner.




ANNEX A
(HC(84)13)

IMPROVEMENTS IN NHS MANAGEMENT

Since 1979 the Government has taken the following steps to improve management
in the health service.

In 1982 the structure of health authorities was simplified by the removal of

two levels of management - Area and Sector. ﬁJC)% T

District Health Authorities were established generally serving smaller local
populations.

More responsibility was devolved to hospital and community services at unit
level.

Accountability has been strengthened with the introduction of annual reviews
led by Ministers of performance against agreed objectives.

The review cycle has been established for RHAs and DHAs: it is being
extended to units this year.

Family Practitioner Committees are to be made separately accountable.

A range of statistical indicators of performance (covering clinical services,
manpower and estate management) has been developed: in 1983, all health
authorities were sent data on their own performance and that of other

authorities.

Work is under way to improve and extend the range of performance indicators.

NHS management's need for information has been comprehensively reviewed
and improved information systems will be introduced over the next few years.

More effective monitoring of NHS manpower numbers has been introduced:
manpower limits have been settled, complementing authorities' cash limits.

The Rayner Scrutiny technique has been extended to the NHS with a programme
of nine studies by NHS officers covering areas such as transport services
and recruitment advertising.

Health authorities have been required to test the cost effectiveness of
laundry, catering and cleaning services by seeking competitive tenders.

Health authorities have reviewed arrangements for the control of items in
stock and in use, following the advice of the Health Service Supply
Council.

A value-for-money audit programme has been introduced.

HC(84)2 required all health authorities to initiate cost improvement
programmes.

Health authorities will have to show how their cost improvement programmes
have released resources for the development of services to patients.




The development of management budgets has begun with the start of several
demonstration projects.

The NHS Training Authority has been established.

A study of the administration of FPCs has been undertaken by outside
consultants.

A study of the current flow of communications between the Department and
health authorities is being led by a Regional Administrator.

A study of the responsibilities of the Department in relation to the
financial management of health authorities is being led by a Regional
Treasurer.

The Health Services Supervisory Board has been established to advise the
Secretary of State on the objectives and direction of health services.

The NHS Management Board is to be established within the Department as
soon as its Chairman has been appointed; an NHS Management Group is
already working in preparation for the NHS Management Board.

Manpower in DHSS HQ has been reduced by 20 per cent since 1 April 1979
following a reduction in the central role.




ANNEX B
(HC(84)13)

FURTHER PROGRAMME OF MANAGEMENT ACTION

The NHS Management Inquiry set out its recommendations in the form of a programme

of management action to be taken both at the centre and by health authorities.
The recommended programme is:

1l Policy of accountability for performance (para 6)
against agreed objectives should be maintained and
developed.

2. Accountability reviews should be extended (para 6)
to units.

3. The management function should be developed

(a) inside the Department (paras 1-5)

(b) in the NHS. (para 6)
4. Pilot projects in management budget (para
techniques should be continued with the aim that
they be extended to all health authorities in
about 2/3 years.

5 11 specific topics should be studied or reviewed

= the need for functional management (para
structures at RHA/DHA

the role of clinicians in management, in (para 8.2)
six hospitals

the arrangements for remuneration etc (para 9.2)
the assessment of management training (para 9.4)
the procedures for appointments etc (para 9.5)
nurse manpower levels (para 9.6)
other manpower levels (para 9.7)
the procedures on capital schemes (para 10.2)
the works function (para 10.3)
levels of decision-taking (para 11.0)
consultation arrangements (para 12.0)

6. The roles of members and officers in relation (paras 6.4
to their authorities should be clarified. and 17)




(e The agenda and the procedures for health
authority meetings should be clarified and the
nature of the reports required by the authority
in managing its services should be made explicit.

8. Major cost-improvement programmes should be
initiated in each health authority

9. Each unit should have a total budget and have
management accountant support

(para 6.5)

(para 6.7)

(paras 8.4
and 8.5)




ANNEX C
(HC(84)13)

REQUIREMENTS FOR ESTABLISHING THE GENERAL MANAGEMENT FUNCTION AND IDENTIFYING
MANAGERS

PROGRAMME

1. The general management function should be established by each health
authority as soon as possible, and in any event by the end of 1985, under the
following procedure, which is intended to give authorities the maximum freedom
to develop proposals which best suit local requirements whilst enabling
Ministers to monitor their arrangements.

1.1 Not later than the end of September 1984, each Regional Health Authority
and Special Health Authority for London Postgraduate Teaching Hospitals
must inform the Secretary of State how it proposes to establish the general
management function. It should submit a job description for its general
manager, and its proposals for identifying a suitable person to carry
responsibility for the function and the name of the individual proposed

if already identified. This will allow the Secretary of State to perform
his role of monitoring health authorities: he will not be attempting to
take over the role of the authority itself or to standardise job
descriptions to a national pattern. In examining these proposals, the
Secretary of State will wish to satisfy himself that the authority has
formulated a job description for the manager, which accords with the
Secretary of State's management changes within the DHSS; that any
additional costs have been suitably offset within the existing provision
for management (see paragraph 17) without damaging present and planned
provision for direct patient care; and that the general manager as and
when identified has the capacity to undertake the general management
function. The Secretary of State will arrange a meeting with the RHA
Chairman to discuss the proposals and to confirm that he is content for
the RHA to proceed to formal decision. Once satisfied, the Secretary of
State will approve an interim rate of remuneration for the general manager.

1.2 When the RHA has completed consultation with the Secretary of State,
the RHA will ask each District Health Authority similarly to inform the
RHA about its proposals for establishing the general management function
at District level. Each DHA should submit to its RHA a job description for
the District general manager, its proposals for identifying a suitable
person to carry personal responsibility for the function and the name of
the individual proposedif already idenfified. The RHA should forward to
the Secretary of State its recommendations for action. In making their
recommendations, RHAs should demonstrate that they have checked their DHAs'
proposals in an equivalent manner to the Secretary of State's scrutiny
of RHA proposals ie bearing in mind similar factors, but transposed as
appropriate to the regional situation. In addition, RHAs will need to check
that their DHAs' proposals fit in with the management changes finalised for
the RHA, add up to an acceptable management pattern taking the region as
a whole and that the suitability of individual general managers, as and when
identified, takes into account an assessment of their ability to command
the confidence of the representative members of the Management Team. The
RHA Chairman will arrange a meeting with each DHA Chairman to discuss the
proposals and to confirm that he is content for the DHA to proceed to formal
decision, taking account of any views expressed by the Secretary of State.
1f the RHA Chairman and the DHA Chairman are unable to agree how to proceed,
the RHA Chairman should consult the Secretary of State before the DHA
proceeds to formal decision. The Secretary of State's approval will be
required for the interim remuneration proposed for all general managers.

= 4




1.3 After the RHA has assembled the DHA proposals and completed
consultation with the Secretary of State, each DHA should be asked to
inform the RHA how it proposes to establish the general management
function at unit level, of the job descriptions for its unit general
managers and its proposals for identifying suitable people to carry
personal responsibility for the general management function, including

the names of the individuals proposed, where already identified. DHAs
will need to demonstrate that job descriptions fit in with the changes
already agreed for the DHA itself; that any additional costs have been
suitably offset within the provision for management without damaging
present and planned provision for direct patient care; that the individual
general managers as and when identified are suitable, taking into account
an assessment of their ability to command the confidence of the represent-
ative members of the Management Team; and, that the individual unit
proposals add up to an acceptable management pattern taking the district
as a whole. The RHA Chairman should arrange a meeting with each DHA
Chairman to discuss their unit proposals and confirm that he is content
for the DHA to proceed to formal decision. Action should be completed

at unit level by the end of 1985.

2. Where an authority wishes a general manager to be drawn from outside
the range of those listed below as normally eligible, the authority should
clearly indicate the arrangements proposed to fulfil the requirements of

paragraphs 1.1-1.3 above.

THE FUNCTION

3= The essence of the general management function is the bringing together
at each level of organisation, responsibility for the planning, implementation
and control of the authority's or unit's performance. The general manager
will carry personal responsibility for this, and be personally accountable to
the authority for its discharge. The authority in its turn must be seen
clearly at all times to give full support and backing to the general manager.

4. The general manager's broad areas of responsibility must include as a
minimum:
4.1 direct accountability to the authority, or in the case of units to

the district general manager, for the general management function within
the undertaking;

4.2 direct responsibility and accountability for the managerial
performance within the authority or unit;

4.3 leadership of the authority's management team, or unit equivalent,
and accountability for the performance of the team as a whole in developing
policies and possible courses of action and ensuring the provision of

proper advice;

4.4 ensuring that management and administrative practices enable the
care of patients to be constantly to the fore;

and to these ends he should -

4.5 ensure that the authority or unit is provided with the range of
advice and information it needs to formulate policies, decide priorities,

set objectives, and monitor progress;

ii




4.6 ensure that full weight is given to clinical priorities in the light
of advice from nurses and doctors;

4.7 ensure that timely decisions are reached;
4.8 ensure that objectives are achieved;
4.9 provide the necessary leadership to stimulate initiative, urgency

and vitality in management eg in ensuring a constant search for
constructive change and cost-improvement;

4.10 co-ordinate activities, functions and personnel as necessary;

4.11 ensure that responsibility, including the management budgeting
responsibility, is delegated to the point where action can be taken
effectively;

4.12 secure effective motivation of staff.
MANAGERIAL RELATIONSHIPS

Sl The general manager at RHA and DHA will in each case be accountable
only to his authority ie not to a general manager at a higher level. The
unit general manager will be accountable to the district general manager.

6. Existing guidance on managerial relationships at district and unit level
in HC(80)8 is amended by this circular which provides the general framework
within which authorities will develop their proposals for revised management
arrangements.

i Professional chief officers are appointed by the authority and will
continue to be directly accountable, and have a right of access, to the
authority on the provision and quality of professional advice. On matters
relating to the fulfilment of the general manager's responsibility, they
will be accountable to the general manager for the day-to-day performance of
their management functions. The representative members of the District
Management Team will also continue to have direct access to the authority.

THE JOB DESCRIPTION

8. A job description should be drawn up for each general manager

which should include, as a minimum, details of his function, his relationship

to the other chief officers and of the proposed terms of tenure and remuneration.

The broad areas of responsibility which should be covered in job descriptions are

set out in paras 3-4 above. Although authorities may need to adapt and expand

these to suit local needs and constraints, as well as the different requirements

at RHA, DHA, hospital SHA or unit, they will be expected to keep within this framework

ELIGIBILITY

9. It is for the authority to identify the general manager, having satisfied

itself that the individual has the management capacity to undertake the

general management function, including the ability to command the confidence

of the representative members of the Management Team. It is expected that

regional and district general managers will be identified in the first place

from members of the Regional Team of Officers and District Management Team

respectively. Authorities may, however, propose instead to seek a general

manager either from elsewhere in the NHS or from outside (see also paragraph 15).
L




10. At regional and district levels, general managers will take full
responsibility for the general management task. This does not preclude the
discharge of other responsibilities in exceptional cases, but it is essential
that the general management function should be performed effectively and
therefore it must be given top priority. Where an existing member of the
RTO or DMT is identified as general manager, authorities will need to ensure
that appropriate steps are taken to secure the proper discharge of his
existing responsibilities. Where it is proposed to identify a clinician,
authorities will need to be satisfied that such clinical responsibilities as
he may retain are consistent with his effective performance as general
manager.

11. At unit level, it is expected that the general management function may be
combined with other responsibilities but, as at regional and district levels, the
general management function must be given top priority. In the first place,
those eligible to undertake the function at unit level will be any DHA employee,
consultant or general medical practitioner who works within the district. DHAs
wishing to make other proposals for identifying a unit general manager should
follow the guidance in paragraph 15.

TERMS OF SERVICE

Remuneration

12. In the interim period before long-term arrangments for remunerating
general managers have been established, they should be awarded a fixed rate
annual payment not exceeding £3,000 in recognition of their extra
responsibilities. The detailed method of paying such an allowance to
consultants or general practitioners is under consideration and authorities
wishing to make such an appointment should therefore consult the Department.

13. 1In exercising their judgement on what is the appropriate additional
payment, authorities should bear in mind that the effect of the flexibility of
job description envisaged in this circular will be to place greater
responsibilities on some general managers than on others. Differences may
arise not only in comparing the different tiers of management (region,
district and unit) but also in comparing general managers in the same tier of
management. The time judged necessary to perform this role may also vary
between posts and be relevant to the level of remuneration that is
appropriate. It is to be expected therefore that these differences will be
reflected in the amount of additional allowance paid.

14. In order to achieve some consistency in this respect, all DHAs, when
submitting a job description to the RHA, should link with it their proposals
for the size of the additional allowance. RHAs and hospital SHAs should do the
same in their submission to the Secretary of State in respect of their own
arrangements. All such additional allowances require the Secretary of State's
specific approval under the NHS remuneration statutes.

Outside appointments

15. An authority may propose to seek a general manager from outside those
people normally eligible (see paragraphs 9-11). For procedural reasons at

this early stage, authorities must first submit such proposals to the Department
for prior approval. DHA proposals should be submitted via the RHA. As soon as
possible, arrangements will be made to allow authorities to proceed without
direct reference to the Department.




Tenure

16. Authorities should identify general managers on a period basis, with an
initial fixed-term contract for 3-5 years. After that, the general manager's
employment may be extended on the basis of yearly fixed-term contracts. All
contracts should contain an agreement to exclude any claims under Section 54
of the Employment Protection (Consolidation) Act 1978. At no stage should
the contract be allowed to run beyond the due date, since this may be held to
have created a new contract without limit of time.

Costs

17. The full costs of the general management function must not be met at the
expense of services to patients. The total cost of the general management
function should be therefore specified in the authority's proposals, with details
of how it is intended to contain the cost within existing provision for manage-
ment.
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Better Management in Health Authorities in England

The Inquiry

Many of us—in and outside the NHS — believe that we could make a better job of health care if we had better .
management. The NHS Management Inquiry team was asked by the Government to review NHS management and
come up with proposals.

What the Inquiry team found

The Griffiths team found a lack of effective general management at all levels of the Health Authority structure. The
result! Too often, frustrating delays and inaction. The need for better management is widely agreed throughout the
Health Service and the House of Commons Social Services Committee found that the Griffiths Report’s critique
“commands general assent.”

The key recommendation of the Griffiths Report is that management in Health Authorities should be strengthened so
that the NHS can become yet more effective in providing services to patients. And it provided a welcome restatement
of the principle which should guide everybody responsible for Health Services —concern for the individual patient.

Its fundamental message was of the need for a more dynamic management style in Health Authorities: getting things
done, rather than deferring action. In short, bring in general management.

What is ‘general management’?

‘General management' enables an organisation to plan, act on, control and measure its decisions and actions effectively
and efficiently; and in a way which brings results. The General Manager is the person responsible, and accountable, for
ensuring that these decisions are made and actions taken.

The purpose of general management in Health Authorities

By establishing a general management function in Health Authorities, the concern shared by all working in the Health
Service for the quality and efficiency of patient services will be more easily translated into effective action; the available
resources will be better used and those working in the Service will obtain greater satisfaction from their work. The
patient, the community, the taxpayer and the employee will all benefit.

Managing by consensus — that is, managing by agreement — works well some of the time in business and in Health
Authorities. Where consensus is working well, no sensible General Manager will need to lose it.

General management will have most effect where consensus is not working well. It will help people to take decisions
where and when they are needed — thus improving effectiveness.

Consensus management can fall when difficult, perhaps painful, decisions have to be made. Too often in Health
Authorities, the power to veto has meant that nothing happens.

Some problems, of course, solve themselves or go away. But others remain and may get worse. This does not improve
patient care and it is depressing for Health Authority staff. Effective management means that such problems are tackled

not shelved.

he critics: are they right?

he Griffiths team concluded that the processes of decision-making and consultation in Health Authorities are
elaborate and that the machinery for implementing decisions is weak. These are the direct results of a lack of clear
management.

Many people, in and out of the Health Service, agree. As the BMA's Secretary has put it:

“The criticisms of the Griffiths Report of NHS management will be readily understood by clinicians who have become
increasingly frustrated with the inordinate delays which accompany even relatively unimportant issues in the NHS
before any action is taken.”

And clinicians are not the only people to feel frustrated. Lots of people would like to see improvements.

By clarifying and strengthening the role of management throughout Health Authorities, we are developing the existing
arrangements in a positive way.

The Next Step

The Government is going to implement the Griffiths Report proposals for general management
as the next step in its programme of improving management in Health Authorities.
(See ‘What’s Going On?’)

This is what is happening

® AHealth Services Supervisory Board has been set up in the Department to advise the Secretary of State for Social
Services on the strategic direction of the Health Service. Members of this Board include the Health Ministers; the
Permanent Secretary and Accounting Officer, the Chief Medical Officer, the Chief Nursing Officer; Mr Roy Griffiths
and the Chairman of the new NHS Management Board.

@ AnNHS Management Board is being established within the Department: it will carry out, under the direction of
Ministers, those management functions in respect of Health Authorities which the Department must carry out —for
example, finance, information and performance review. It will report to the Supervisory Board on Health Authorities'
performance; the new Chairman, when appointed, will be a member of that Board.

@ Health Authority management is to be strengthened at Regional, District and, later, at Unit level.

@ Each Regional and District Health Authority is to identify a General Manager who will then take responsibility —and be
accountable to his or her Authority — for the overall managerial performance of the management team and the people
under it. When Authorities have done this, District Health Authorities will identify Unit General Managers.

@ Regional and District Authorities are being given considerable freedom to propose arrangements which best suit their
local requirements, but they and their Units must establish their own general management function and that for their
Units, by the end of 1985.

@ Inline with the intentions of the 1982 reorganisation, decision-making and responsibility is to be devolved wherever
possible down the organisation to the Unit, where patient needs are directly met and where the changes must occur to
achieve the overall aim of improving services to patients.

@ Support for the new and existing management roles is to be provided by the NHS Training Authority through an
enhanced management training programme, particularly geared to doctors and nurses.




Health Authority Management - The Present ‘ - Health Authority Management - The Future

Thisis a simplified representation of the main present management relationships in Health Authorities and their lin|% is is a simplified representation of the key future management relationships in Health Authorities and DHSS, how
with DHSS, the Secretary of State for Social Services and Parliament. Pey link to each other, to the Secretary of State for Social Services and to Parliament.

These management developments will all take place within the existing accountability arrangements and statutory
framework.
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What'’s Going On?

The introduction of general managers in Health Authorities is not being done in isolation. It is part of a national
development programme in NHS management: some parts established already, some happening now, some .
yet to come.

Developmentsin 1982

Health Service restructured

Rayner-type scrutinies introduced for the Health Service

System of annual accountability reviews established

Annual review by Ministers of Regional Health Authority performance introduced

Annual review by Regional Health Authorities of District performance introduced

Developmentsin 1983

Annual accountability reviews extended: DHA reviews of Unit performance
Comparative performance indicators applied

Value-for-money audit programme introduced

Manpower planning tightened up

Manpower information now available more quickly and at quarterly intervals
Competitive tendering introduced

NHS Training Authority established

Griffiths Report published

Health Services Supervisory Board set up by Secretary of State

Developmentsin 1984

Cash limits, manpower targets and service development brought together

Cost-improvement programmes established

DHSS Headquarters manpower target — 20% reduction since 1979 —achieved

Stock control reviewed

Nucleus of new Health Service Management Board created

and now

Griffiths Report implemented and general management function introduced in Health Authorities

Further action planned or in hand:
Chairman of NHS Management Board to be appointed and Management Board established

Management budgets for DHAs being further developed

Works function being reviewed

Introduction of improved information systems (based on the review of Mrs Kérner's Working Group)

Review of communications between DHSS and NHS (led by a Regional Administrator)

Review of possible further developments in Health Authorities’ financial management (led by a Regional Treasurer)

NHSTA management training programme being introduced




Questions and Answers

‘ouldn’t it be better for Government simply to put more money into the Health Service?

The Government is putting more money into the Health Service. Spending on the NHS has doubled since 1979 from
£7%4billion to £15'/ billion,an increase of 189% more than inflation.

But that's not the whole of the argument by any means. No matter how much money is put into the NHS, we will never
be in the position where we will be so rich that we could afford to waste money. There is a duty to be efficient.

A sensible management system aids the effective use of resources which are inevitably limited. NHS management must
have the authority, and take the responsibility, for promoting efficient use of those resources.

Shouldn’t we be allowed to settle down from the 1982 reorganisation before we embark on all this?

This new scheme isnt a reorganisation — it is a development of the |982 structure. Most peoples’ jobs will remain much
asthey are. It is the process of managing the |982 structure which is being improved. ‘Settling down'is a luxury which

few organisations can afford,since their clients are constantly becoming more demandingabout the services they require.

Not only that, but every time an organisation develops a new system — like the 1982 reorganisation —experience soon
shows how to make the next set of improvements. All organisations have to adapt to changing circumstance and the
NHS can,and must, continue its long history of evolution in order to carry out its tasks in the best possible way.

Will these new general managers have powers to take decisions and promote action?

Yes. They will be responsible for the effective working of their teams and staff. Responsibility without power is the role
of the scapegoat. If you want effective management, then responsibility and authority have to be matched. That is what
these new proposals aim to achieve.

What happens if the doctors or nurses disagree with the General Manager?

If the disagreement is over a management decision, the General Manager must fulfil his responsibility to see that the
decision is taken, if necessary by the Authority itself. This is the job the Authority has given him or her.

If the disagreement is over a professional matter, the doctors and nurses will be able to refer to the Authority, as at
present.

June 1984
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10 DOWNING STREET

From the Private Secretary
4 June 1984

Doy EMA

The Prime Minister has noted the draft statement which
your Secretary of State will be making on the implementation
in the Health Service of the Griffiths Report on NHS
management which was attached to your letter of 1 June. She
has also seen the circular to health authorities.

The Prime Minister queried whether it was right to
issue the circular a few weeks before the Chairman of the
NHS Supervisory Board is appointed. She wondered whether
the circular would constrain his freedom of action in
bringing about the desired management changes. You agreed
to provide a note on this.

\7Glhv7 iy

R‘A;—ru—fu\w

Andrew Turnbull

Miss Ellen Roberts
Department of Health and Social Security




PRIME MINISTER

IMPLEMENTATION OF THE NHS MANAGEMENT INQUIRY IN WALES

As I believe, Norman Fowler has been keeping you in close touch with his
proposals for implementing the NHS Management Inquiry in England. I have
consulted with him (and with George Younger) and you will wish to know that
L propose similar arrangements for Wales, taking into account the somewhat
different Welsh context.

I understand that the English arrangements are to be announced on Monday 4
June and I therefore intend to issue my own circular for Wales on Wednesday
6 June.

I shall be appointing as soon as possible a Director of the NHS in Wales
who will be a member of my new Health Policy Board and Chairman of that
Board's Executive Comnittee. The appointment will be at Under-Secretary
level. The appointee will carry the lead responsibility at official level
for discharging my responsibilities in respect of the management of the NHS
in Wales and will be appointed as an Accounting Officer for that purpose.
The Treasury has agreed to these arrangements.

A copy of the All-Wales Director's job description - which also describes
the framework within which the apointment is to be made - is attached for
your information. I am copying this letter (without the job description)
to Nigel Lawson, Norman Fowler, George Younger and Sir Robert Armstrong.

4 June 1984
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ANNEX 2
JOB SPECIFICATION FOR THE DIRECTOR OF THE NHS IN WALES
Ls THE CONTEXT

1.1 The appointment will be to a new post in the Health and Social Work
Department of the Welsh Office which is the department of state of the
Secretary of State for Wales. The Secretary of State for Wales is
responsible for a wide range of Government functions in Wales, including
health and social policy and the National Health Service. The new post of
all-Wales Director of the NHS will be concerned primarily with the
management of the NHS in Wales.

1.2 The establishment of this post forms one part of the implementation
in Wales of the principles of the NHS Management Inquiry which, under the
chairmanship of Mr Roy Griffiths, the Managing Director of Sainsburys,
reported on the management of the NHS in England in October 1983. The
Secretary of State for Wales considers the principles of the Inquiry's
report to hold equally for the NHS in Wales.

1.3 As its name implies, the NHS is a national service and there are
cammon elements to its policy and management running across England and
Wales, although the determination of policy and management within Wales is
the responsibility of the Secretary of State for Wales. There has to be
close co-operation and regular exchange of information between England and
Wales, particularly in relation to personnel matters, such as pay and
conditions of service for NHS staff (on which matters in particular the
DHSS takes the lead), and in the development of management systems.

1.4 The Secretary of State for Wales discharges his statutory
responsibilities for the provision of health services mainly through 9
district health authorities which run hospital and community health
services, and also through 8 family practitioner cammittees which
administer the family practitioner services provided by independent
contractor general practitioners, dentists, opticians and pharmacists. The
Secretary of State exercises certain functions in relation to major capital
works, camputers and prescription pricing through a special health
authority known as the Welsh Health Technical Services Organisation

(WHTSO) .

WHTSO also acts as the agent of district health authorities for major
capital projects. These statutory health authorities employ the equivalent
of over 54,000 full time staff and there are nearly 3500 independent
contractors. Total expenditure on the NHS in Wales in 1983/84 was over
£800 million, most of which was funded by the Welsh Office.

1.5 The Secretary of State for Wales appoints the Chairmen and members of
district health authorities and of WHTSO, and subject to legislation now
before Parliament will appoint the Chairmen and members of FPCs. He has
statutory powers to direct district health authorities and WHTSO and,
subject again to legislation, will have such powers in respect of FPCs.

NHS staff are accountable to the authority which employs them rather than
to the Secretary of State.




1.6 Management of the NHS at the all-Wales level aims to secure that NHS
authorities manage services effectively and efficiently in line with the
Secretary of State's policies and priorities. Important management
functions also have to be carried out, including those in respect of
regional services. These are services where the location and capacity is
determined by the Secretary of State for Wales and which serve more than
one district health authority area. They include renal dialysis, cardio-
thoracic and bone marrow transplant services. Other regional functions
include the allocation of resources to NHS authorities and regional
personnel and management functions.

2. ROLE AND FUNCTIONS OF THE DIRECTOR

2.1 The Director will carry the lead responsibility at official level for
the discharge of the Secretary of State for Wales' responsibilities in
respect of the management of the NHS and will be appointed as an Accounting
Officer for that purpose. His/her principal functions can be grouped into
five main categories, as follows:-

(1) Functions flowing from the Director's membership of the Health
Policy Board and chairmanship of the Board's Executive
Comnittee (see section 4 below):-

to advise the Secretary of State so that he can take
management considerations affecting the NHS into account in
the development of his wider policies and priorities for
health and social affairs.

To operate in close liaison with the DHSS, which in such
matters as pay, conditions of service and certain other
personnel matters, negotiates on a national footing:-

to carry out all-Wales personnel functions in respect of pay

and conditions of NHS staff, industrial relations, training,
career development and manpower planning and control. In the
case of the major health care professions there are existing
statutory and other national professional bodies responsible
for setting standards and prescribing educational and training
requirements. The Director will need to work in co-operation
with these bodies.

To manage on behalf of the Secretary of State his direct all-
Wales 'regional' responsibilities, camprising:—

the management of regional NHS services in Wales (as defined
in paragraph 1.6 above).

works management: control of large and regional capital
schemes. This will involve a special relationship with WHTSO:;
and an early task for the all-Wales Director will be to
examine the present functions of WHTSO and its relationship
with the Welsh Office and the DHAs and to make recammendations
for the future to the Secretary of State.




To operate on behalf of the Secretary of State his controlling
and monitoring functions in relation to the management of the
NHS in Wales, consisting of:-

the general management of the NHS - including the review of
performance of district health authorities mainly through the
conduct of the annual reviews; continuous development of
organisation and systems effectiveness; securing effective
consultation, camunication and information systems within the
NHS and between the NHS and the Welsh Office.

finance — including advice on the allocation to NHS
authorities of such total resources as the Secretary of State
may make available for the NHS; financial control; ensuring
effective budgeting and financial management systems;

NHS service planning — ensuring that the Secretary of State's
policies and priorities are translated effectively into plans
by NHS authorities and monitoring their implementation. The
Director will therefore take the lead, in close collaboration
with the policy staff of the Welsh Office , for advising the
Secretary of State on the appraisal of district health
authorities' 10 year strategic plans and the scrutiny of their
annual operational planning statements. Monitoring will be a
continuing process but will also be formalised in annual
performance reviews of District Health Authorities.

To encourage good management practice by the DHAs in the
exercise of their management responsibilities and to lead, co-
ordinate and develop the wide range of administrative,
financial and other functions relating to the administration
of the NHS in Wales, including in particular the following:-

ensuring effective management of the NHS estate, including
disposal of surplus land and property.

procurement - development of cost-effective NHS procurement
policies and practices for goods and equipment.

scientific and high technology management, including the
application of camputers and information technology in the
NHS .

2.2 legislation providing for the family practitioner cammittees to
became independent of the health authorities is currently before
Parliament. Subject to that legislation, responsibility for introducing
the new arrangements will remain initially with the policy side of the
Health and Social Work Department of the Welsh Office. However, it is
intended that from 1 April 1986 the Director will assume management
responsibilities in relation to the FPCs similar to those relating to the
district health authorities.

3 PRIORITY TASKS FOR THE DIRECTOR
3.1 The general priority of the Director will be to develop and improve

the management of the NHS in Wales. With this aim in mind early action
will be needed in particular to:-




4.5. The Director will, in addition to his contact through the Health
Policy Board, need to keep in day-to-day contact with the health policy
branches of the Health and Social Work Department of the Welsh Office in
carrying out his functions generally, but in particular relation to the
conduct of the annual performance reviews of district health authorities,
the approval of strategic and operational plans of authorities and the
general monitoring of their performance in relation to the Secretary of
State's policies and priorities.

be RELATIONSHIPS WITH THE NHS

5.1 The Director will be expected to provide strong leadership at the
all-Wales level for the management of the NHS, using to the full the
responsibilities vested in him by the Secretary of State. The Director and
the Executive Committee will be expected to develop close working
relationships with Chairmen and district health authorities Oon management
issues. The Director and the Camnittee will also need to develop close
personal working relationships with the district general managers and other
senior staff accountable to the authorities. Equally, Welsh Office
Ministers will expect, as now, to meet Chairmen as representatives of

district health authorities from time to time to discuss important policy
issues.

6. RELATIONSHIPS WITH THE DHSS MANAGEMENT BOARD AND ITS CHATRMAN

6.1 As noted above (see paras 1.3, 2 and 3.2) the Director and the
Executive Committee will be expected to have close links with the DHSS
Management Board and its Chairman. This will be of particular importance
in relation to matters of cammon concern o England and Wales, including
the reviews of personnel management, levels and decision taking and

consultation arrangements and in matters affecting the terms and conditions
of NHS staff.

7 REQUIREMENTS FOR THE POST

7.1 The NHS is the largest single employer in Wales. The Secretary of
State for Wales' direct accountability to Parliament for the performance of
the NHS in Wales, the statutory framework within which he must work, and
the camplex nature of the issues involved in organising the effective
delivery of health care, cambine to provide unique and challenging
management tasks.

7.2  Qualities and experience required for the post of Director are likely
to include considerable experience and success in managing change in large
organisations, preferably with a service orientation, and experience in
dealing at a senior level with Government. Knowledge or experience of the
NHS would also be desirable.

8. TERMS OF FMPLOYMENT

8.1  The post will be graded Under Secretary. The post-holder will be a
civil servant for the period of his/her appointment. He/she will not be
able to retain any outside appointments.

8.2 The appointment will be a fixed term contract and not longer than 5
years in the first instance. There will be an option open to either party,
subject to 3 months notice, to end the contract at the end of the first or
second year. A further term or terms of employment may be made in due
course by agreement.




lead a drive for cost improvement programmes and the more
effective use of resources by NHS authorities and in the
management of regional service;

continuing to develop the annual performance reviews of

district health authorities and ensuring that these are
extended to unit level by district health authorities;

implementation with NHS authorities of management budgets,
including the campletion of the introduction of unit budgets
and the greater involvement of clinicians and clinical
resources in the management of the NHS;

developing a much stronger cammercial orientation for the
management of the NHS estate.

3.2 The Director will be expected to co-operate with the Chairman of the
NHS Management Board of the Department of Health and Social Security, for
exanmple in reviews of:-

i. levels of decision taking in NHS management;

ii. consultation arrangements within the NHS;

procedures for handling major building schemes; and

personnel management.

4. RETATTONSHIPS

4.1 The current responsibility of the Permanent Secretary of the Welsh
Office for the organisation, staffing and management of the Department as
a whole will not be changed. The Director will be responsible to the
Permanent Secretary in line management terms.

4.2 The Chief Medical Officer and the Chief Nursing Officer are
responsible to the Secretary of State in their respective professional
fields. Against this background and that described in paragraph 4.1 above,
the Director will have direct access to the Secretary of State as the
senior adviser specifically on the management of the NHS. He will be a
member of the Department's Management Committee which covers all the
Department's management responsibilities.

4.3 The Director will be a member of the Health Policy Board for Wales.
This Board will meet under the chairmanship of the Secretary of State for
Wales to advise him on policies and priorities for health and social policy
in Wales. Its membership and remit will reflect the need to take into
account in the formulation of health policy all Welsh Office health and
social policy responsibilities. The Director will chair the Executive
Camittee of the Board which will be responsible for carrying into effect
in the NHS the policies and priorities of the Secretary of State.

4.4 Members of the Executive Committee will be accountable to the
Director for the discharge of the managerial functions for which they are
responsible eg personnel and finance. The professional members of the
Executive Committee, namely the Chief Medical Officer and the Chief Nursing
Officer of the Welsh Office, will continue to have direct access to the
Secretary of State to advise him on matters relevant to théir. own
professional responsibilities. They will also continue to be responsible
for seeking and passing on professional advice from their respective

professions.
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Alexander Fleming House, Elephant & Castle, London SE1 6BY
Telephone o01-407 5522
From the Secretary of State for Social Services

David Barclay Esqg
Private Secretary
10 Downing Street
London
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As promised, I attach the written statement which my Secretary of State proposes
to make on Monday on the implementation in the health service of the Griffiths
Report on NHS Management. i

j -

Also attached are a copy of the circular which will be issued to health
authorities, and the covering letter to authority Chairmen.

No doubt you will let me know on Monday morning if you have any comments on the
written statement.
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A
I am today announcing the Government's decisions on carrying

forward the recommendations of the NHS Management Inquiry
(Griffiths) Report as they effect England and am writing to

chairmen of health authorities to set in hand the necessary

action.

when I announced the publication of the Report to the House of
25 October last year, I said that the Government welcomed its
main thrust. After wide consultation with health authorities 5
and with professional and other representative organisations, and
taking account of the views expressed in the Social Services
Committee Report and in the debates in both Houses, the Government
has decided to establish the general management function in health
authorities in EEEE;;ETﬂ-We rega;a/%ﬁggzggj%%%:igﬁfigzggsuring that
the structure we introduced in 1982 can work effectively to produce
the improvement in the delivery of services at local level that the

Government regards as its over-riding objective.

The guidance I am giving health authorities today requires them to
start work straightaway to establish the general management function
and to identify individual genéral managers at authority and unit
levels. The circular provides considerable flexibility to take
account of local circumstances. It requires regional authorities to
make their proposals to me by the end of September, but allows
district authorities until the end of 1985 to complete action at unit
level. I will be overseeing authorities implementation of the
Griffiths arrangements in accordance with the specific requirements
of the guidance circular. In addition, the whole process will be

monitored through the accountability review process.

I have arranged for copies of the guidance Circular to be placed

in the Library of the House. I have also sent coples to the Social
Services Committee, and shall in addition be writing shortly to the

Chairman to reply to the specific recommendations made in thelr

Iy
Report.




DRAFT LETTER FROM SECRETARY OF STATE TO CHAIRMEN

Last October I asked your Authority and the other key management
and professional interests concerned for their comments on my
proposals for taking action on the Griffiths Report. We have
delayed reaching final decisions so that we could take account of
the views of the House of Commons Social Social Services Committee
and of Parliament itself. I enclose a circular which announces

the Government's decisions.

Authorities are required to start work straightaway to establish
the general management function and to identify individual general
é;;;EE?Q‘QE’EEZRE?E?;HEHEEZ;it levels. The circula; provides
considerable flexibility to take account of local circumstances.

It requires regional authorities to make their proposals by the end
of September but allows district authorities until the end of 1985
to complete action at unit level, There will be a good deal of
cageful WQEk for each Authority in thinking through what to do.

ém l;;king t;x;;SNZEFZ;ke the same personal responsibility for

ensuring that the necessary action is taken by your Authority as I

shall be doing at the Department.

As part of the new management style we need to establish, I attach

particular importance to ensuring that adthority members and staff

at all levels have an early opportunity to learn what is proposed and
the likely effects at local level. "The Department and the NHS
Training Authority have prepared material to help you in this, which

I hope you will find useful.

NORMAN FOWLER
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HEALTH SERVICES MANAGEMENT
IMPLEMENTATION OF THE NHS MANAGEMENT INQUIRY REPORT
SUMMARY

This circular amplifies the Government’s response to the NHS Management Inquiry Report,
published in October 1983, and sets out action now required of health authorities.

THE NHS MANAGEMENT INQUIRY REPORT - THE GOVERNMENT'S VIEW

1 The Government’s overriding concern is to see that the National Health Service provides the best possible
service to patients within the available resources. We are seeking to ensure that the expenditure devoted to the
Service - currently £13 billion a year in England - does reach its target: improvement in the physical and mental
health of the people and in the prevention, diagnosis and treatment of iliness. We have, with health authorities,
already established a programme to improve the effectiveness and efficiency of the NHS which is summarised in
Annex A, The most important features are the establishment of systems for planning, for annual review of
performance against agreed objectives, and for Regional Health Authorities to draw together their plans for
services, manpower and the estate within their resource allocations; the pilot projects for management budgets;
and improved audit procedures. These initiatives are designed to promote the more efficient use of what must
always be limited resources; they are also steps towards the Government’s broader aim to ensure that the
management of the health service is geared primarily to the interests of patients.

2. The Management Inquiry Report endorsed our view of the management task and stated: “It cannot be
said too often that the National Health Service is about delivering services to people. It is not about organising
systems for their own sake ... the driving force behind our advice is the concern to secure the best motivation for
staff. As a caring, quality service, the NHS has to balance the interests of the patient, the community, the
taxpayer and the employees.”

3. The report recommended, for this purpose, a further programme of management action which is
summarised in Annex B. Many of the Report’s recommendations call for contifiied action on the initiatives
already underway, such as the further development of management budgets. We agree with the Report’s call for
urgent action to begin implementing all its recommendations, while recognising that there must be different
timescales for the results of this action. In the short term, further improvements in the management arrange-
ments of the NHS can be achieved through the establishment of the general management function. In the longer
term, steps taken now to develop management tools and to strengthen management training, especially for
clinicians - doctors and nurses, will enhance the management potential already existing in the health service. This
will enable the clinical professiens to play a more active role in management, particularly at unit level.

THE GENERAL MANAGEMENT FUNCTION

4, The Management Inquiry Report identified the importance of a clearly defined general management
function - which draws together responsibility for planning, implementation and control of performance - as the
key to achieving the management drive necessary to ensure that the standards and range of care provided in the
health service are the best possible within available resources. After consultation with health authorities, and
taking account of the Report of the Social Services Committee of the House of Commons and the Parliamentary

1
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aebates, we accept that the lack of a clearly defined general management function is a weakness in present
management arrangements at all levels. We have, therefore, decided that health authorities should now begin
to make the necessary arrangements to establish the general management function. The simple aim in establishing
the general management function is to ensure that the concern shared by all in the health service for the quality
and efficiency of services delivered to patients is translated into action. This means developing present arrange-
ments carefully to secure effective management which has the requirement and capability to plan, guide and
implement strategies for improvement and development.

b. The Management Inquiry Team recommended that the general management function should be clearly
vested in one person (at each level) who would take personal responsibility for securing action, We accept this
view; and believe that the establishment of a personal and visible responsibility for the general management
function is essential to obtain a guaranteed commitment throughout the health service for improvement in
services and concern for the well-being of every individual patient. In reaching this conclusion, we do not
undervalue the importance of consensus in a multi-professional organisation like the NHS, But we share the
Report’s view that consensus, as a management style, will not alone secure effective and timely management
action, nor does it necessarily initiate the kind of dynamic approach needed in the health service to ensure the
best quality of care and value for money for patients, We have decided that in order to begin to bring about the
improvements in the NHS through the various initiatives already established or recommended in the Management
Inquiry Report a general manager will be identified for each RHA, DHA, hospital SHA and unit to take
responsibility for the general management function, as detailed in Annex C.

ESTABLISHING THE GENERAL MANAGEMENT FUNCTION
The Unit

6. The initiatives already taken following the publication of *Patients First’” and the Report’s recommen-
dations are fundamentally about providing better health services for patients., This means looking for
improvements at the point where the patient receives a service - in hospital and in the community. The primary
objective for health authorities in implementing the Report's recommendations must therefore be to achieve
changes at unit level and below. If there were no observable improvement in services at that level, in the eyes of

patients and the community, within three to five years, then there would have been no point in making changes
at DHA level or above,

- There can be no sustainable improvement at unit level if it does not rest upon the fullest involvement
and commitment of all the professions concerned with the delivery of health care, particularly the doctors and
nurses,

8. It is most important that the implementation of the Management Inquiry Report’s recommendations at
unit level should develop from the 1982 reorganisation, Developments already in train or planned in this way,
are:

the preparation of regional outline strategies, and regional and district strategic plans and
short-term programmes (drawing together money, manpower, service development, and the estate
and containing substantial proposals for cost-improvement) in accordance with HC(84)2;

the development and implementation of management budgets, taking account of the expressed
requirements of professional staff;

the overall strengthening and development of the professional advisory machinery to ensure that
there are effective arrangements for the advice of doctors and nurses to inform managerial
decisions at unit as well as district and regional levels,

9. The key to further progress at the unit is to establish a responsibility for the general management function.
will require careful preparation and consultation, We envisage that a period of up to 18 months - to the end of
1985 - will be needed to develop and introduce proposals for the establishment of the general management
function at unit level. = " T P

Clinicians in management

10.  We strongly endorse the Report’s view that clinicians should be both encouraged and enabled to play a
more active role in management and especially unit management. In practice, it is clinicians who determine the
way many of the health service’s resources are used by the decisions they take about the clinical care of individual
patients, At the same time, resources available for health care are not unlimited, and the way resources are
allocated will affect the range of decisions open to clinicians in the individual treatments they prescribe. To
ensure that available resources are deployed where they are most needed, it is important that decisions about the
management of resources take full account of the priorities of patient care and the advice of clinicians. In order
that clinicians can play an enhanced role in management, they need access to relevant and timely information;
adequate administrative support; and a reduction in time spent on unnecessary bureaucracy and committee work,
Health authorities should seek to stimulate action to meet these needs. Further management training for
clinicians is also needed and from the earliest possible stage of training. The results of these changes will not be
fully realised for some time; but, with the active support of clinicians, a significant start can be made now,
concurrently with the establishment of the general management function in units.




Health Authorities and DHSS

i While authorities are developing their proposals for the units, to secure the establishment of the general
management function and the closer involvement of clinicians in management, they and the Department will
continue to make the changes in their organisations necessary to support and sustain improvements in health
services at unit level:

we will continue to develop, within DHSS and the existing statutory framework, the Health
Services Supervisory Board to help us to establish policies and priorities, and will set up the
National Health Service Management Board, as soon as a Chairman has been appointed -
meanwhile a multi-disciplinary Management Group has been set up with responsibility for the NHS
management programme;

RHAs and DHAs will begin the process of establishing the general management function and
identifying a general manager at regional and district level,

PROCEDURE

2 The Inquiry Team emphasised that, once clear directions had been given by the centre, authorities should
be allowed the maximum flexibility in making their own management arrangements. In keeping with this, we
accept that:

there should be some latitude in the timescale in which authorities should be required to establish
the general management function and identify general managers;

authorities should have adequate scope to take due account of local management needs and
potential;

authorities will, therefore, proceed at different speeds but the general management function
should first be established at RHA, then at DHA within each region and at unit level only
thereafter - the pace will consequently vary as between DHAs/units within a region.

13. We now require health authorities to establish a general management function, drawing on the
recommendations in the NHS Management Inquiry Report - paragraphs 14-16 in particular - and following the
procedural guidance set out in Annex C, RHAs and DHAs must identify a general manager - at region, district
and unit level - to take personal and visible responsibility for carrying out the general management function, in
accordance with DHSS guidance as supplemented by RHA and DHA requirements. Hospital SHAs must similarly
identify a general manager.

ENQUIRIES

14. Enquiries about this Circular should be addressed to:

Miss A M Williams

Room D918

Alexander Fleming House
Elephant and Castle
LONDON SE16BY

Tel. 01-407-5522 Ext 6866

ACTION
15. Health authorities are required:

15.1 to establish the general management function and identify general managers in accordance with
the procedural requirements in Annex C;

15.2 to carry forward the further programme of management action identified in Annex B, within the
context of the action already in hand and planned in Annex A,

From:

Regional Liaison Division
Alexander Fleming House
Elephant and Castle
LONDON

SE16BY

Tel. 01-407-5522 Ext 6866 MNE 22

Further copies of this Circular may be obtained from DHSS Store, Health Publications Unit, No 2 Site, Manchester Road,
Heywood, Lancs OL10 2PZ quoting code and serial number appearing at top right-hand corner.




‘l. ANNEX A

(HC(84)13)
IMPROVEMENTS IN NHS MANAGEMENT

Since 1979 the Government has taken the following steps to improve management
in the health service.

In 1982 the structure of health authorities was simplified by the removal of
two levels of management - Area and Sector.

District Health Authorities were established generally serving smaller local
populations.

More responsibility was devolved to hospital and community services at unit
level.

Accountability has been strengthened with the introduction of annual reviews
led by Ministers of performance against agreed objectives.

The review cycle has been established for RHAs and DHAs: it is being
extended to units this year.

Family Practitioner Committees are to be made separately accountable.

A range of statistical indicators of performance (covering clinical services,
manpower and estate management) has been developed: in 1983, all health
authorities were sent data on their own performance and that of other
authorities.

Work is under way to improve and extend the range of performance indicators.

NHS management's need for information has been comprehensively reviewed
and improved information systems will be introduced over the next few years.

More effective monitoring of NHS manpower numbers has been introduced:
manpower limits have been settled, complementing authorities' cash limits.

The Rayner Scrutiny technique has been extended to the NHS with a programme
of nine studies by NHS officers covering areas such as transport services
and recruitment advertising.

Health authorities have been required to test the cost effectiveness of
laundry, catering and cleaning services by seeking competitive tenders.

Health authorities have reviewed arrangements for the control of items in
stock and in use, following the advice of the Health Service Supply
Council.

A value-for-money audit programme has been introduced.

HC(84)2 required all health authorities to initiate cost improvement
programmes.

Health authorities will have to show how their cost improvement programmes
have released resources for the development of services to patients.




The development of management budgets has begun with the start of several
demonstration projects.

The NHS Training Authority has been established.

A study of the administration of FPCs has been undertaken by outside
consultants.

A study of the current flow of communications between the Department and
health authorities is being led by a Regional Administrator.

A study of the responsibilities of the Department in relation to the
financial management of health authorities is being led by a Regional
Treasurer.

The Health Services Supervisory Board has been established to advise the
Secretary of State on the objectives and direction of health services.

The NHS Management Board is to be established within the Department as
soon as its Chairman has been appointed; an NHS Management Group is
already working in preparation for the NHS Management Board.

Manpower in DHSS HQ has been reduced by 20 per cent since 1 April 1979
following a reduction in the central role.




ANNEX B
(HC(84)13)

FURTHER