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CROMBIE CODE

The Crombie Code provides a financial bonanza for employees
displaced in local government or similar statutory
reorganisations. The Code itself is not law but has been
embodied in regulations; moreover Ministers are obliged
under present law to provide some regulations on

compensation.

H has already taken the decision to withdraw Crombie terms.
So far this has been done by embedying individual repeal
within main Acts (such as for the abolition of the GLC).

The proposal is now to repeal the general requirement for
Ministers to provide compensatory regulations. Without this
Crombie terms will have to continue in a few trivial cases
that would not warrant individual legislation. The cost of
continuation is under £100,000 but comparability will be a

problem,

As a side issue the DoE wishes to plug a legal loophole
whereby local authorities exceed the compensation benefits
laid down by statute; in particular some Metropolitan County
Councils have given very generous contractual redundancy
terms to their staff in advance of their abolition. It is
too late to stop this and future deviations will now

hopefully be small.




There is no convenient Bill to which these proposals could
be attached and,although worthy,we do not believe they merit

their own Bill. No action should therefore be initiated.

o

PETER WARRY




MR REDWOOD

Crombie Code

I mentioned to you that a paper had been circulated
to H Committee on the Crombie Code of compensation. The

reference number is H(84)34.

We agreed that this was a matter on which Mr. Owen

might well be eager to offer a view. I should be grateful

for his advice by the weekend.

24 September 1984
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H Committee

H Committee will be considering three papers at their

meeting next week.

Private Rented Sector

The first is Mr. Jenkin's paper, which you have already
seen, on the private rented sectbr. He is seeking approval to
the de-regulation of rent for all new lettings. The Cabinet
agreed that legislation on this subject might be introduced in

1985/86, if policy approval is obtained.

Crombie Code

The Government is committed to ending use of the Crombie
Code of compensation for employees in the public sector.
Legislation is required to make this change effective, but there
is a dispute between the Department of the Environment and the

Treasury over who should promote it.

Commercial Activities in Further Education Establishments

The Education Secretary has circulated proposals for
extending the powers of local authority-maintained further education
establishments to act commercially. They are at pfi?ﬁﬂg;f?hibitEd
from undertaking work for industry and from fully e"%éydéé their
research ideas. The change proposed by Sir Keith Joseph is
attractive, but there may be criticism from those who fear an

extension of entrepreneurial competition from the public sector.

I will report the Committee's conclusions to you next week.

DL

20 March 1984
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Graham Turner's article shows very graphically
what the lack of real authority in the NHS

means to the people who work in it.

We shall never manage NHS hospitals properly
until we establish clear, simple chains of
command which can be understood by every

single person in the hospital.
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Who runs the hospitals?

HO runs our N HS hospi-

‘¥ tale? 4 What warrise mg "

said Tom  Richardsén,
secretary of the Oxfordshire
Community Health Coiinéil, s
| that nobody does. You might
|think the administrator was the
‘gaffer, "but in fact Me's got no
control at all over the medical
side, no control over nursing, no
control over catering—that’s all
supposed to be done at district
level.

“If his hospital is in Banbury
and he sees the kitchen staff doing
something he doesn’t like, it might
take him a week even to get dn
appointment with the district
catering manager here in Oxford.

“ Often, all an administrator has
at the moment are the admin.
staff, the porters and the cleaners
— and, in some hospitals, even
the cleaning is done by outside
contractors. If you talk to a lot
of administrators, they don't know
(what their hospital éosts to run,
control as little as 10 or 15 per
cent. of the staff and can only
laffect the organisation  of the
place in small ways.

“So this poor devil who's sup-
posed to be running a hospital has
been cut off at the knees. In any
managerial sense, it's an under-
paid non-job. Manager, in fact. is
a misnomer — and it’s only if
you're really pushed that you'd
call them administrators. They've
got an awful lot of responsibility
and damn-all power.” .

These sentiments 'would. come
as. no surprise if Mr Richardson
were one of the hammers of the
Health Service. But he is not, He
is the popular and much-respected
chairman of the Oxford Labour
party, and an ardent supporter of
the NH S principle. Like many of
the rest of us, he believes that
the Health Service often provides
the most dedicated care and skill.

Nor, in his view, is it only our
hospitals which are un-managed,
There is, he declares, no real man-
agement anywhere in the NHS.

*

THE district administrator. the
next tier up i the hierarchy,
also had very little power over
how money was spent, said
Richardson, partly because each
consultant worked as an indepen-
dent unit, “ with whatever care he
takes over money, damn all or
superb, usually damn all.” In any
case, the district administrator's
job wasn't to manage but to “ con-
[cense ™ with just about evervhody
in sight. He didn't even chair the
district management team regu-
larly. That job rotated, on an
alphabetical basis, if you please.
Then, if you took the next tier
{up, the region, they were sup-
\posed to monitor the public money
{they allocated to the district each
|year, but they didn't do any such
\thing — “in fact, if you asked
|me, I'd have a job to tell you what
they do do, apart from shuffle
‘paper around. Every time | go up
(there, I think ‘ what a lovely, staid
pace of life!'” (And this is the
body which has suggested they
may not be able to afford to feed
| long-term patients in future.)
After all his years of involve-

ment with' the NS, -he stil]
hadn’t been able to'discover where
power and ultimate responsibility
did lie. “The truth is,” said
Richardson, who was.once a B1L,
manager, “I don't think' anybody
controls the spending of m_o_rleg
in-the Health Service, They ad

. up what's been, spent and, if it

comes' to what's heen allocated to
them, it’s 'all right. If not, they
go back cap~in-hand'fqr more.”

The NHS had 4 long history
of “inefliciency. He thought the
Health Service workers should get
more, but the whole thing had to
be managed and publicly account-
able:'“ They've got to be efficient.”

Nor is the view from the grass-
roots very much different. I talkéd
next fo.a .porter.in a Midlands
hospital. As a Labour party acti-
vist, he said, he had spent a good
many evenings ‘making sure that
the 'right’ people ‘(i'e. Labour
trusties) 'got- on to the health
authority. b '

So far as. he ‘could see, who ran
the hospitals?.“1In point 'of fact,”
the porter replied, “ obody does.
I'm certainly not able, o aecess
who the supremo is. It's not the

GRAHAM TURNER

relatés in four ariicles

his efforts to discover
where responsibility and
power lie in the NHS

administrater, for 'sure; There's
so many tea-dninking, 'biscuit-
munching wafflérs passing things
from committee: to  committee
that, from where 1 sit, you can’t
tell who it is.” ‘

His" ‘own ' administration * wis
*“‘everyday simple simons;” tended
to look on the:head-porter-and
the union'as the bo¢s. At least,
they came’along and 'sad things
in an authoritdtive way. As for
the so-called” administrators, they
weren't  bosses «unto: themselves,
It's a puppet-style. thing, Theé only
thing is that, in the Health Ser-
vice, the ‘puppets ‘are. controlled
by other. puppets.”

His ,own house governor -was
such a gentleman that you could
“disrespect " him. If some of the
porters: happened to be taking a
rest on one of the settees in'the
hospital foyer' when he came in,
they certainly wouldnt get up —
“he just hasn’t got the command.”
Which made. it all .the fmore in-
teresting when, later on, the very
same gentleman assured me that
his porters did regard him 4s “a
person of authority.”, . {

How, then, does the situation
look from the hospital administra-
tors’ point of view? They miake
the best of it, of course, and some
claim to. have all_the authority
they need, but their anecdotes
often reveal massive frustrations.

“This,” - one - administrator in
the south of England assured me,
*“is an extremely well-run, district,
but the way the thing is organised
defies belief. Take works. Suppose
I want the smallest job done. I'm

but he's

nol even allpwed o talk to the
building officer. I've got_on sitg
.« When'I'do get thratgh to Nm,
there's always- a - big argument
about Where'the money's coming,
from. Even after, that, it's up to
them: when they do it, It's taken
me as much as thiree ‘days to get
a light bulb changed! For the
last six months, 've been pushing
him for painting proposals for my |
hospital this year ——, not .a pro-|
grammie, just prdposals! : |

' “It's not that he ‘hasn't'tried, |
got to ask everybody for|
their opinion' and, like me, he’s
gol no: authority to demand any-
thing, Meetings go on month after
month' and get nowhere, It's
ridiculeus.” )

_iThen take catering. He'd been
trying for a long time to improve

the patients’ food, but it was

darned difficult when it was pro-

vided by a man, the distriot cater-

ing officer, whom he saw twice a

year "(if he' was lucky). He, as|
the administrator, might want to |
spend £30,000 on ‘dishwashers, but {
the - catering manager, might |
decide that a servery tmit was |
more essential.

Yes, it: was perfectly true that
the Department of Health had
recommended. that more power |
should be pushed down to unit
level but, incredibly, they'd left
the ‘decision up to districts and
his ‘district had decided to hang
on to the power they'd got.

Another administrator, who
reckoned that he had a good deal
more clout than colleagues in
other parts of the country, admit-
ted that he didn’t know what his
hospital cost — “1 suspect it's
just under £8 million” — and
couldn’t say what proportion  of
the staff he was responsible for
“because T don't know how many
nurses we've got.”

“His 'district authdrify were talk-
ing about giving individual
hospitals more power over catet-
ing and works'but, so far as he
could see, “it-won't be the great.
change it's cracked up to be.”

*

(ONE of his colleagues in another.
hospital - admitted that ' he
fnungi it hard to follow the com-

plmﬁ_&?e NHS organisa-
tion, He spent.sq much of his day
N meetings . thiat there wasn't
always time for a proper, follow-
uF of - the: meetings they'd had
already, Nor did he think anyquy
ever even asked the questionof
what any given hospital should
cost.: Things were always decided
on the basis of what they Hhad
cost in the past. d
““What's right about the Health
Service is tHe spirit of the people
indt, despite all the terrihle things
that = happen,” said Mrs Jean
Rabinson, who has been on both
the  Oxfordshire  Gommunity
Health- Council dnd Regional Hos-
pital Board and descnibes herself
as “ mid-Labour,” " but the way
it'’s organised does strike me as
terribly . amorphous. Whenever
you try to put your finger on any-
thing, nobody damn well knows1 ™"
“

Tomorro wE consultants’ -and
nurses’ attitndes to expenditu;e.
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Reform in the National Health Service

The Prime Minister commented on your note about reform

in the National Health Service:

"Some of these questions are rather muddled. I think
we should sort them out before having a session with

Norman Fowler."

For myself, I think that the first two questions are for
Treasury Ministers and not for DHSS Ministers; and that, on the
third question, we can easily secure a copy of the inter-departmental
working party's report: all I need to do is to telephone Norman
Fowler's Private Office. Would you like me to do this? On the
fourth question, the Prime Minister has already had lengthy discussions
with Norman Fowler about NHS manpower. These have led the DHSS to
agree to a proposal for an independent inquiry into NHS manpower.
The Secretary of State will within a few days be letting us have a
draft reply to the representations made by Mr. Ralph Howell MP on this

subject. In this we will see the exact form of the DHSS proposal.

MLS

30 September 1982
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During the course of the NHS dispute, we have begun to alert public

opinion to the huge and unmonitored costs of running the service. The

NHS is said to be the largest employer in Western Europe. It is one of

the least accountable for the day-to-day management of its staff and its

cash. This is surely the moment to insist on urgent and practical
——
reforms which permit what Keith Joseph calls the "interpenetration' of

public and private effort.

Public opinion is ripe for sensible changes so long as they do not close

off universal access to the highest quality of medical treatment; that

——

is the humanitarian principle which has to be preserved - and not

abolition of prescription charges and similar false shibboleths. People

are ready for compromise and partnership.

The DHSS's own comparative study of contracting-out hospital domestic

services has just reported that savings of up to 20% are possible.

Norman Fowler (letter to the Home Secretary of 25 July 1982) after
rejecting wholesale adoption of social insurance or private insurance,
has initiated departmental studies on extending charges, privatisation

and fiscal concessions to private health insurance, and on curbing demand

for unnecessary health treatment. -\\

—

We believe that these studies must be pressed ahead and carried into

action. But they are only part of a thoroughgoing overhaul of the NHS.

We asked George Bunton and his colleagues in the CPS Health Study Group
iy ———— et

to prepare a list of questions which they would like to ask the Minister
e e e g T o M B et i g

and the Department. The attached twenty questions are based on theirs,

.y E—————
although we have added a few of our own. If you don't ask these kinds

of questions, who will?
— T

We suggest:

1. an early meeting with Mr Fowler and Mr Clarke to discuss these

questions; and

that the DHSS should give detailed answers, so far as possible, to
pmmE——— _“
these questions.

A O A cdben handolleed |} Ut Lt
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TWENTY HEALTH QUESTIONS

Health Insurance

Do we have any plans prepared for extending tax relief on private

(11}uquq +v*uﬂfh/‘r£¢3 )

health insurance?

Do we have any estimates of likely take-up and cost for extending tax
relief on premiums to (a) everyone; (b) individuals earning below
£8,500 a year (which would minimise dead weight); (c¢) retirement
pensioners? L
(lrwmj b anyrry MLs )

To reach sensible conclusions, can we see the report of the inter-
departmental working party on alternative financing of the NHS? This
was first pressed for by the CPS Health Group which was represented

on the working party, but even they do not have access to it now.

g 1Y ambimt M (S

4.

Costs and Staffing

In the lifetime of this Government, an extra 67,000 staff have been

M?d\mu recruited into the NHS, making a total of 1,250,000 employees. Why ?

MM'") (s
e WA

oo

5.HW,

Have we now got an effective manpower watch? Are we satisfied that

staffing establishments represent a realistic up-to-date estimate of

" what is needed?

Doctors are overspending on the installation and sometimes superfluous
duplication of new technology. What steps are being taken to monitor
and deter this trend?

Have we established adequate cost controls on the purchase of drugs
and other hospital goods 6 and on prescribing? Are we using the NHS's

monopoly buying power with sufficient ruthlessness?

PN i ——

Are superfluous hospitals being closed fast enough?

Reorganisation and Planning

Are the objectives of the 'reorganisation of the reorganisation" being
achieved? What is the identifiable saving on the total costs of the
NHS?




Have we really shortened the chain of command? Have we cut out enough
of the top tier of bureaucracy? Are we still duplicating too many
of the district functions - planning, nursing, engineering etc - at

regional level?

Has the NHS made adequate provision to replace the treatment and
support for patients which may have been lost as a consequence of the

reductions in expenditure on universities?

What research is being done into comparative costings of hospital
administration and treatment as between different types of NHS, private
hospitals and abroad? Ought we not to make detailed unit costings

and publish them? How much does it cost to take out an appendix in

St Thomas's, in the Fitzroy-Nuffield, in Newcastle, in Hamburg, in

Bordeaux?

Could not the NHS dispel some of the present atmosphére of distrust
(eg over the closure of long-stay beds as part of its "community

homes' policy) by publishing its long-term plans and explaining them

to the public in detail?

Privatisation and Contracting-Out

Can we extend the study of contracting-out domestic services to cover
all other ancillary services? Where we have agreed on those services
for which contracting-out has been found to make savings, should we

issue instructions to hospital authorities to put them out to tender?

Would it be desirable or possible to go further and contract-out the
management of entire hospitals or groups of hospitals, as is already

done in the case of some psychiatric hospitals?

Could some hospitals be sold outright to the private sector? For

example, the new general hospital at Milton Keynes is standing empty

because the health authority, having built it, cannot afford to
staff it or run it. Or could the staffing and running be contracted-

out?




Should we try to take an overall long-term view about the growth of
(a) pay-beds within the NHS; (b) private hospitals outside the NHS,
bearing in mind that in some parts of the country the recent intro-
duction of new NHS pay-beds has made existing private hospitals no
longer commercially viable? Should we beware of the danger of
private sector over-provision and hence the risk of sudden closure
of hospitals giving private medicine a bad name? Should charges for
pay-beds to re-set to encourage or discourage their growth?

~—
Should we consider full privatisation for the General Ophthalmic and
General Dental services? Or should we just allow the existing de facto
trend to privatisation continue by not upgrading the fees for NHS

work?

Charges

Should we reconsider the introduction of charges for hospital in-
patients and, even more so, for out-patients and visits to GPs? Has
the DHSS any estimates (a) of how much money might be raised by
different levels of charges; and (b) of how many frivolous or
vexatious visits to hospital out-patient/casualty departments and

to GPs are made?

Should pensioners be exempt from prescription charges when they have
to pay dental and optical charges unless they are on supplementary
benefit? If pensioners were treated the same way for prescription
charges as they are for dental and optical charges, what additional

revenue would be raised by the NHS each year?

From October, foreign patients are to be charged for NHS treatment.
Clearly, therefore, it would not be impossible, as used to be alleged,
to administer a universal charging system. How do the costs of
administration compare with the revenue likely to be raised at various

levels, taking account of agreed exemptions from charges?
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From the Private Secretary 9 September 1982

Doan Dinedi,

Health Service pay dispute

The Prime Minister had a discussion yesterday evening
with your Secretary of State about the latest position in
the National Health Service pay dispute. Sir Kenneth Stowe
was also present.

Your Secretary of State said that his aim was to try to
bring the dispute to an end without offering any further money
this year, and without prejudicing the Government's objectives
as regards the next pay round. To that end he had been' exploring
a re-arrangement of the money currently on offer. He gave an
account of the present position in the dispute on the lines of
paragraphs 2-3 of the paper attached to your letter to me of
8 September.

The Prime Minister said that she was concerned that the
Government's case was not getting over with sufficient force.
While she was in Scotland she had restricted herself to a small
number of key statisties - the rapid growth in manpower in the
Scottish Health Service between 1961 and 1981, and the reduction
in the number of beds over the same period, the growth in the
nurses' wages bill since 1979 from £13 billion to £2.6 billion,
and the cost of health treatment of over £1,100 a year for
every family of four in the country. Your Secretary of State
indicated the extent of the press and broadcasting coverage which
he and Mr. Clark had given to the Government's case. The unions
were interested in concluding long-term arrangements for deter-
mining nurses' pay, but they were in no hurry to do so, and it
was now inconceivable that the new arrangements would be in
place before April 1984. This fitted in well with the interests
of the Chancellor of the Exchequer in regard to the Megaw Report.
.The aim was to achieve a settlement by building a bridge between
the present situation and the long-term arrangements, and this
implied a two-year settlement. It was this approach which underlay
the proposals he was putting forward in paragraph 7 of his paper.

The Prime Minister said she was concerned that this approach
might provide a higher base line for future increases. It would
be essential, too, to avoid a settlement which would give the

/ wrong
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rong signal for the next pay round. What was tithe prospect for
‘Tinging aboul manpower reduclions in the National Healih Service?
Mr. Fowler said that until now there had been no proper monitoring
of manpower numbers, sl1ill less control. He was iniroducing
manpower targets for each region. The Prime Minister said that
ihe very large increase in NHS manpower merited an independent
inquiry of some kind, as had been proposed to her by Mr. Ralph
Howell, M.P. Your Secretary of State said that he would welcome
such an inquiry. What was needed was a Derek Rayner figure witih
a small team of, say, four people, who could carry out a continuing
inguiry into the NHS's use of manpower. This team should be
enabled to call upon management consultants, and to make comparisons
between regions and with other countries. There was a feeling
about that NHS manpower was out of control, and that the Government
should take a grip of the situation. The Prime Minister said
that she agreed with this approach, and looked forward to seeing
Mr. Fowler's proposals in detail.

There followed some discussion in detail of the options set
out in the annex to your Secretary of State's paper. The Prime
Minister said that she was clear that no more money could be made
available this year. She would wish to consider further with
colleagues whether one ¢f these options should be pursued.

I am sending a copy of this letter to John Kerr (H.M. Treasury).
I should be grateful if you and he would give it a limited circulation.

' !
}/ouw Mau r(r-b-i
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David Clark, Esq.,
Department of Health and Social Security.
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DEVELOPMENT OF THE PRIVATE HEALTH SECTOR
Thank you 1 ing to me your minute of 26.July to

the Prime Ministen I strongly support the €stablishment
of this stu t would ask that I and my department
should be kept in the closest possible touch with it.
Considerations affecting the private sector differ sharply
between London and the South East and other parts of

the Country, I think that any study must take full account
of this and that this point should be covered in its terms
of reference.

I am copying this letter to the recipients of your minute.

4

~

The Rt Hon Norman rowler MP
Secretary of State for Health and
Social Services
Department of Health and Social Security
Alexander Fleming House
Elephant and Castle
LONDON SE1 6BY
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Norman Fowler MP
of State for Social Services
Department of Health and Social Security -~
Alexander Fleming House f{ia §ﬁ/
Elephant and Castle =
LLONDON

SE1 6BY ZR July 1982

DEVELOPMENT OF THE PRIVATE HEALTH SECTOR

You sent to me a copy of your minute to the Prime Minister of 26 July
about a proposal that Arnold Elton should chair a small working“party,

and I have now seen her response. =
I am not clear how this fits in with the conclusions of the Health
Ministers collectively about the follow-up to the report on alternative
finance for the National Health Service. These conclusions were set
out in your letter of 25 July to Willie Whitelaw. In that letter we
suggested that there should be further studies of a specified kind.

Is the study proposed in your minute to the Prime Minsiter one of

these? Your minute does not in fact specify exactly thgarealhe would
cover. Nor am I clear whether this is a Party Committee or one serviced
by Civil Servants. o

I think there should be further consideration with Health Ministers
before Arthur Elton's commission is further defined; and I am bound
to say that I would strongly have preferred consultation to have taken
place before you sent your minute to the Prime Minister.

I am coying this letter to the Prime Minister, the Secretaries of State
for Wales and Northern Ireland and the Paymaster General.

ROE Ol INiC S
EEORGE yq UNGER







DEPARTMENT OF EDUCATION AND SCIENCE
ELIZABETH HOUSE, YORK ROAD, LONDON SE1 7PH

TELEPHONE 01-928 9222

FROM THE SECRETARY OF STATE

2% July 1982

The Rt Hon William Whitelaw CH MC MP
Secretary of State for the Home Department
Home Office

50 Queen Anne's Gate

Iondon  SW1H 9AT

o

Norman Fowler sent me a copy of his letter dated 25,July to you on health
care financ ing. . e i |

[ “—

I am writing to say that I very much hope that we shall keep the door open
as Norman suggests for future dq;s%ggasgﬁ;_gﬁ_ﬁhg_sort he describes and
indeed that we shall allow ourselves freedom for such further moves as can
be practicable,

I am, for instance, disappointed that no prospect is evidently seen of
contractual cooperation between the NHS and the private sector to provide
treatment for which there are long NHS waiting lists. Such an initiative
could be both beneficial and popular.

For the longer term I am glad to see from Norman's paragraph 5 that we should
explore financing through private insurance and very much hope that, as
Norman suggests, we should keep our options open. It would seem, moreover,
right to study this possibility vigorously.

I am copying this letter to all who received Norman's.

C*“k@ .
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From the Private Secretary ) July 1982

Dé@w Davfb,
DEVELOPMENT OF THE PRIVATE HEALTH SECTOR

Your Secretary of State minuted the Prime Minister on
26 July, proposing that he should ask the Chairman of the
Conservative Medical Society to chair a small working party on

the development of the private health system.

The Prime Minister agrees to this proposal.

I am sending copies of this letter to Adam Peat (Welsh
Office), Muir Russell (Scottish Office), Stephen Boys-Smith
(Northern Ireland Office), Keith Long (Paymaster General's
Office) and to David Wright (Cabinet Office).

)éu;a ;{fswrtbj :

M'{W{ Sibea ban

—

David Clark., Esq..,
Department of Health and Social Security.
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I have been approached by Arnold Elton, the Chairman of the

—

Conservative Medical Society, who is very anxious to carry out

PRIME MINISTER

DEVELOPMENT OF THE PRIVATE HEALTH SECTOR

some work on the development of the private health system. In

particular, he would like to explore ways in which there can be
better co-operation between the private sector and the National
Health Service. One example of this would be that a Regional
Health Chairman might decide to contract for a certain number of
beds in a private hospital rather than investing inla new public

hospital.

I think that this is all very useful work for us to do and I would

propose to ask Arnold Elton to chair a small working party on this.

It would simply be a working group reporting direct to me and I
would discuss with him the names of a few people who could help.
Arnold Elton is extremely anxious to do this work and is important
to us as the Chairman of the Conservative Medical Sociify. I also
think it would be of great value for the develoPmentlgolicy that
such a study should take place.

I am copyving this to Secretaries of State for Wales, Scotland and

Northern Ireland and the Paymaster General.

26 July 1982

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

Telephone o1-40 22 :
P 407 55 Dd 1%« wash Vi
From the Secretary of State for Social Services

The Rt Hon William Whitelaw CH MC MP anatwarnk &t
Secretary of State for the Home Department

Home Office >, Lo mAAe ?
50 Queen Anne's Gate 4l i‘ i

LONDON

SW1 V\/ }f 25 July 1982 Py /,}
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HEALTH CARE FINANCING

Last Summer the Home Affairs Committee agreed a proposal by Patrick Jenkin
to announce the setting up of a working group to make a preliminary study
of alternatives to the present method of funding health care mainly from
taxation. (His letter OfL;2 July 1981 refers).

2 This study - by health department and other officials, with two private
sector consultants- was received earlier this year. In brief it surveyed
two broad alternative ways of financing health care, drawing on experience
abroad:

- social insurance, ie funding from a state-managed insurance fund,
e re—— A —,
as in some continental European countries; or

- private insurance, ie funding as for much health care in the
United States through the private sector subject to some Government
regulation.

The study has also identified a number of possibilities for increasing the
role of private supply and finance within the present tax-based funding
arrangements.

3 The study was intended to identify possibilities for fuller ex@ination
rather than to provide a basis for final decisions. I have discussed it with
Nick Edwards, Leon Brittan, John MacKay (representing George Younger), and
John Patten (representing Jim Prior). The issues for discussion now are what
further studies we set in train, and what public statement we make at this
stage.
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4. We are all agreed that the social insurance possibilities are not worth
pursuing further. Expenditure from a social insurance fund would probably have
to be classified as public expenditure and the contributions to it as taxation.
It would be administratively complex and expensive.

5. We are also agreed that financing through private insurance might be a longer
term aim to explore, but we are equally agreed that this is not the time to move in
that direction - but our options should remain open.

6. We all have serious anxieties about the future financing of the NHS, which is
facing severe pressure from an ageing population and the need to keep abreast of
medical advances. We therefore see a need to study.carefully various.of the
possibilities identified in the report which might increase private financing and
supply within the present framework and in particular to investigate 'more fully the
scope for:

(i) raising more income from charges;

(ii) privatising some parts of the NHS, particularly the
General Opthalmic and General Dental Services;

(iii) reducing demand for treatment by charging patients
the full cost of services received and reimbursing
them subsequently;

(iv) giving further encouragement to the private health
sector through fiscal concessions.

Studies of this kind might yield useful changes within the present system and
should help to pave the way for more privatisation in the longer term if in due
course we decide to go in that direction. We see most of any new measures that
might result from the studies as being for implementation in the next Parliament -
for the present one we are, for example, constrained by an electoral pledge not to
introduce new charges.

7. It would be unnecessary and undesirable to announce the details of these
studies. We have in mind a low-key written Parliamentary answer drawing attention

| to our creditable record on NHS growth, affirming our commitment to maintaining an
efficient largely tax-financed NHS and saying that we would continue to review the
scope for introducing more cost-consciousness, consumer choice and private provision.

8. I am copying this letter to all Members of H Committee, the Prime Minister,
Sir Robert Armstrong and Head of the CPRS. I would be grateful for agreement to
my propesals by 28 July if possible since I would like to make the statement before

the House rises for the Summer.

NORMAN FOWLER




Treasury Chambers, Parhament Sireet SWIP 3AG

Rt Hon Norman Fowler MP

Secretary of State

Alexander Fleming House

Elephant & Castle

London SEl1 8BY 17 November 1981

FAMILY PRACTITIONER COMMITTEE:¢

I have seen your Private Secretary's letter of 13 Noyfmber about
your announcemeuat by means of an Inspired PQ on 16 November of
a proposed change in the status of Family Practitioner Committees.

I think it is a pity that the timing of this letter made it very
difficult indeed for recipients to give the matter proper consider-
ation. There is some risk that the proposed change may make it more
difficult in practice to bring the Family Practitioner Service within
cash limits, should we wish to do so. I shall be writing to you
about this shortly. But I note and endorse the understanding reached
between our officials that your announcement of the proposed change
in the status of FPCs will not be regarded as a reason for opposing
the cash-limiting of the FPS, whatever else might be the consider-
ations for and against such a move.

I am sending copies of this letter to the Prime Minister, the Chief
Whip, the Secretaries of State for Scotland, Wales and Northern
Ireland and Sir Robert Armstrong.







With the Compliments of
the Secretary of State for Social Services

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




DEPARTMENT OF HEALTH AND SOCIAL SECURITY
ALEXANDER FLEMING HOUSE
ELEPHANT AND CASTLE
LONDON S.E.1
TELEPHONE: 01-407 5522

David Heyhoe Esg
Private Secretary to the
Lord President of the Council
Civil Service Department
0l1ld Admiralty Building
Whitehall
LONDON SW1A 2AZ 13 November 1981

R R

FAMILY PRACTITIONER COMMITTEES

We propose to announce a decision on the future status of Family Practitioner
Committees on Monday by means of an Inspired PQ (copy attached).

This will mean a small change in primary legislation at a date to suit us
but as you will see from the reply nothing is promised for this session, and
the profession are happy to accept interim arrangements if necessary for
several years.

We are under considerable pressure to make an early announcement following the
consultative paper, particularly from the profession. Subject to any comments
you have on the answer proposed it will be made on londay and anncunced in

a Press Release the same afternoon.

I am copying this to Private Secr ies to the Prime Minister, the Chief
Whip, the Chief Secretary, e i taries of State for Scotland, Wales and
Noxrthern Ireland and to Sir Ro Armst

D BRERETON
Private Secretary




FAMILY PRACTITIONER COMMITTEES

v

We have studied carefully the responses to the Consultative Paper issued in
March, and have concluded that establishing Family Practitioner Committees as
Health Authorities in their own right, with powers to engage their own staff,

is likely both to facilitate the development of primary care services and lead

to increased efficiency in the administration of the Family Practitioner Services.
We shall when time permits seek the legislation necessary to introduce these new
arrangements but this cannot be fitted into the Government's programme for the
present session. For the time being the present statutory relationship between
health authorities and family practitioner committees will, therefore, continue.

My decision will in no way affect the Government's intention to reduce the proportiq
of total NHS resources spent on management by 10 per cent by the end of the
financial year 1984/5.







DEPARTMENT OF HEALTH AND SOCIAL SECURITY
ALEXANDER FLEMING HOUSE
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FAMILY PRACTITIONER COIMMITTEES

We propose to announce a decision on the future status of Family Practitioner
Committees on Monday by means of an Inspired PQ (copy attached).

This will mean a small change in primary legislation at a date to suit us
but as you will see from the reply nothing is promised for this session, and
the profession are happy to accept interim arrangements if necessary for

geveral years.

We are under considerable pressure to make an early announcement following the
consultative paper, particularly from the profession. Subject to any comments
you have on the answer proposed it will be made on Monday and anncunced in

a Press Release the same afternoon.

I am copying this to Private Secretaries to the Prime Minister, the Chief

Whip, the Chief Secretary, the Secretaries of State for Scotland, Wales and
Northern Ireland and to Sir Robert Armstrong.

\/,.».M
s

D BRERETON
Private Secretary




FAMILY PRACTITIONER COMMITTEES

L

We have studied carefully the responses to the Consultative Paper issued in
March, and have concluded that establishing Family Practitioner Committees as
Health Authorities in their own right, with powers to engage their own staff,

is likely both to faciliﬁate the development of primary care services and lead

to increased efficiency in the administration of the Family Practitioner Services.
We shall when time permits seek the legislation necessary to introduce these new
arrangements but this cannot be fitted into the Government's programme for the
present session. For the time being the present statutory relationship between

health authorities and family practitioner committees will, therefore, continue.

My decision will in no way affect the Government's intention to reduce the proporti

of total NHS resources spent on management by 10 per cent by the end of the
financial year 1984/5.







With the Compliments
of the
Private Secretary

Scottish Office,
Dover House,
Whitehall,
London SWT1A 2AU.
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GODFREY
Private




CABINET OFFICE
Central Policy Review Staff

70 Whitehall, London swia 2as Telephone o1-233 7765
From: J. R. Ibbs

Qa 05646
CONFIDENTTAL

31 July 1981
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I have seen a copy of your letter of 22 July to the
Home Secretary proposing an interdepartmental review of the

financing of health care,

I welcome this review and I should be glad to offer CPRS
asgsistance with the initial review which you suggest that officials

should carry out,

I am sending a copy of this letter to the recipients of

yours,

\lPwvrd _j"’/_y’//,(/xk

J R Ibbs

The Rt Hon Patrick Jenkin MP

Department of Health and Social Security
Alexander Fleming House

SE1
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SvwYDDEA GYMREIG Gt WELSH OFFICE
GWYDYR HOUSE & s ' GWYDYR HOUSE
WHITEHALL LONDCN SWIA ZER DL WHITEHALL LONDON SWIA 2ER

Switchboar¢

Tel. 01-233 3000 (Switsfwrdd) vl Tel. 01-2 _
E o (Linell Union) 01-233 67106 (Direct Line)

01-233 6170¢

Cugl sty ¥sgniannyed Gwisdal Cyrmdl From The Secretary of State for Wales

CONFIDENTTAT

ATTERNATIVE FINANCE FOR THE HEAITH SERVICE

I am broadly content with the
the study proposed in your lett

~

I also agree the terms of

I am copying this to Members of H Committ
Sir Keith Jos and Siz ybert Armstrong.

The Rt Hon Patrick
Secretary of State

Health and Socia
Department of Heal
Alexander Fleming
Elephant and Castl
IONDON SE1







DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE o01-212 3301
SWITCHBOARD 01-212 7676

CONFIDENTIAL

Seacretary of State for Industry

2+July 1981

The Rt Hon William Whitelaw CH MC MP
Secretary of State for the
Home Department
Home Office
50 Queen Anne's Gate
London SW1H 9AT

€ A

bolhes

Patrick Jenkin sent me a copy of his letter to you of 22 July
suggesting a review of the financing of health care. I welcome
his proposal and write to support it enthusiastically.

I am copying this letter to the recipients of his.

[

CONFIDENTIAL







10 DOWNING STREET

From the Private Secretary 27 July 1981

The Prime Minister has seen a copy of
your Secretary of State's letter of 22 July
to the Home Secretary, in which he proposed
to set up a group of officials to study
alternative methods of financing the NHS.

The Prime Minister is content with
your Secretary of State's proposals, and
agrees that he should make a low kKev announce-
ment before the Recess of the setting up of
the interdepartmental group.

I am copying this letter to the Private
Secretaries to Members of H Committee, to

Ian Ellison (Department of Industry) and
David Wright (Cabinet Office).

W.F. S RrIcKETT

Mrs. Mary McVerry,
Department of Health and Social Security.

CCNFIDENTIAL




10 DOWNING STREET
PRIME MINISTER Y

In the attached, Mr. Jenkin

S —
proposes to set up a group of

officials to study alternative
methods of finadETHE_?HEENHS.
DHSS, Treasury, Scottish Office,
Welsh Office and NIO will be

represented on this group, which

will draw on the advice of Hugh
Elwell and Michael Lee of the
Health Services Group of the

Centre for Policy Studies.

Mr. Elwell and Mr. Lee were
closely involved in the report

on the NHS produced by the Centre
in April.

Content for Mr. Jenkin to
proceed in this way, and to make
a low-key announcement of the sett-
ing up of the interdepartmental

group before the Recess?
-~
ke ')cww"(‘c,( AL
23 July 1981 W ,}’f’) v,
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522
From the Secretary of State for Social Services

The Rt Hon William Whitelaw CH MC MP

Secretary of State for the

Home Department

Home Office

50 Queen Anne's Gate

London SW1 272 July 1981

(D-Qﬁv L\)Jife 7

Colleagues will know that for some time my officials have been looking at
the strengths and weaknesses of our present system of financing health
care compared with other countries, Preliminary work is aimost complete
and following discussion with the Secretaries of State for Scotland, Wales
and N Ireland and with the Chief Secretary to the Treasury, I now propose
that our respective officials carry out a review of the financing of health
care. Their findings would be presented in a form which might be the basis
of a Green Paper by the end of 1982,

NEED FOR REVIEW

Since its inception, the NHS has been financed mainly through general
taxation, about ten per cent of costs being met through charges. These
services are supplemented by privately-financed health care at present
accounting for some three per cent of spending on acute services. There
are, however, weaknesses in this system. In particular there is increasing
conflict between the need to increase health spending to meet the needs of
the very old and to improve standards of health care (including reduction
in waiting times), and the need to reduce total public expenditure and
taxation., We should also consider whether the system could be made more
responsive to costs and give more weight to the wishes of the individual
in deciding what level of health care he is prepared to pay for. Our aim
should be to keep the best in the present system but to look for new ways
of tackling its weaknesses.

OBJECTIVES
More specifically our aims should be:
(2) to sustain a National Eealth Service providing acceptable standards

of care but perhaps with some restrictions in coverage;
(b) to permit improvements in health care as national prosperity
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increases but to reduce the extent to which health services are
financed by Government whilst enabling market forces to increase
the share of GDP devoted to health care further if the public
want and are willing to pay for it;

(¢) to secure that the benefits of good health care are distributed
equitably between people of different income levels and living
in different parts of the UK;

(d) to maintain and build on the strengths of the present system in
the field of primary care, care of the elderly and other
vulnerable groups and in the relative ease of relationships
with other socizal services:

e) to explore the potential for increased consumer choice;
fg to increase the efficiency of health service delivery;
g) to improve professional morale and performance.
OPTIONS FOR CHANGE

It may be possible to achieve these objectives by changing the balance
between the public znd private provision of services, or by changes within
the public sector, or by some combination of these. Changes within the
public sector could include new methods of financing, for instance by greater
reliance on health insurance in one form or another, or by substantial
increases in the size and range of charges. We should however make it

clear from the outset that we will not set out to drive people into the
private sector by deliberately depressing standards in the public sector, and
that no one should be denied necessary treatment for want of means to pay.
The review will also need to tazke account of regional disparities in the dis-
tribution of private health care and of the special position of services for

groups less likely to benefit from insurance based systems eg. the elderly,
mentally ill and mentally handicapped needing long-term care.

There are a large number of ways in which we could change the present arrange-
ments; their effects may be complex and difticult to assess, and in many

cases there is relevant experience in other countries which we should take

into account. We must ensure that any major changes will achieve our aims
without creating new problems, and that they will command a long-term concensus.,

METHOD OF REVIEW

An initial review would be carried out internally by DHSS, Treasury, Scottish,
Welsh and Northern Ireland officials, keeping closely in touch with Ministers
and drawing on the advice of outside experts, some of whom have already been
identified. This would identify and short-list broad strategies for detailed
assessment. Ministers would then decide which options should receive more
detailed study and at that stage (end 1981) the membership of the group would
be reviewed to see whether more outside expertise was needed. The terms of
reference are shown at Annex A.

ANNOUNCEMENT
That the subject is under study is widely known. We could now announce, in

a low-key way, the setting up of an interdepartmental group. However, we
would make it clear that the study would be an internal one exploring options;

2
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there would be no commitment to a Green Paper but we would need to make
clear that there would be ample time for discussion of any options we might

think worthy of further study. Annex B indicates the kind of thing I have
in mind. )

I ask colleagues to agree that we proceed in this way. As I should like
to make an announcement before the recess I should be grateful for replies
by close of play on Monday 27 July.

“""“-——————ﬂ-_

I am copying this letter to all members of 'H! Committee, the Prime Minister,
Sir Keith Joseph and Sir Robert Armstrong.

CONFIDENTIAL
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TERMS OF REFERENCE

1. To identify:

(a) alternative sources of finance for the NHS, including different
forms of social and private insurance, new and higher charges,
and any other forms of payments or contributions by individuals
or groups;

(b) alternative ways of promoting more private sector provision of
gervices, including tax concessions (on investment or private
insurance), contracting out of state insurance, reimbursement
of treatment costs and discontinuing parts of the NHS.

2. To consider how these options might be grouped to form alternative brozd
strategies (eg. a much higher level of charges might require insurance cover,
whilst private insurance financing might require payment by work done).

3¢ To carry out a quick initial assessment of these strategies having regard
to the objectives listed in paragraph 3 of the letter of 22 July to

H Committee members from the Secretary of State for Social Services, drawing on
relevant information in other countries, znd to consider their implications for
the overall level of health services and their organisation, delivery, utili-
sation and control (by Government and by the consumer) as a basis for decision
by Ministers late in 1981 as to which strategies should be studied in greater
depth.

4. To carry out in the first half of 1982 such further studies as are then
comnissioned, possibly with enhanced membership, and to present the results
in a form which might form the basis of a Green Paper later that year.

CONFIDENTIAL
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PROPOSED ANNOUNCEMENT

QUESTION: To ask the Secretary of State for Social Services, what progress
he is making with his review of alternative means of financing health care.

SUGGESTED REPLY:

My Department is in the process of completing its studies of health care
financing in other Western countries, which form the groundwork for con-
sideration of what options there may be to improve health care financing and
delivery in this country. In view of the advanced state of this work, I am
now able to announce the formation of an interdepartmental working party who
will consider, on the basis of its findings, a range of possible proposals to
improve the financing and delivery of health care in this country. When this
second stage of the review is completed, which I expect to be by the beginning
of 1982, I and my collezgues will be in a better position to establish which
if any of many possible approaches is likely to be of value here, and to
select options for more detailed examination. I shall make a further state~
ment about the progress of the review at that stage.

Officials will be assisted in their work by two specialist consultant advisers
with experience of the private health sector in this country. The review will
be based on the premise that an adequate standard of health care will continue
to be provided for all, regardless of means, and will seek to keep the best

in the present system while looking for new ways of tackling its weaknesses.
Its key objective will be to identify means of improving health standards and
giving greater weight to the wishes of the individual consumer but at the sane
time recognising the need to contain public expenditure and reduce taxation
overall,

The issues involved are complex and of considerable public interest. There
will be full consideration and discussion of any proposals which emerge but
I believe that the aim of providing better health care for all the people of
this country is one with which everyone will agree.




DEPARTMENT OF HEALTH & SOCIAL SECURITY

Alexander Fleming House, Elephant & Castle, London SE1 6BY

Telephone 01-407 5522

From the Secretary of State for Social Services

o .
2 May 1981
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Mike Pat

Private
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I am gefry not to have responded more promptly to your letter of
6 April about the report of the Health Services Group of the
Ceritre for Policy Studies.

As you may be aware the report f We S j~h f meetings over
the past 18 months - usually attended the Secretary of State
and Dr Vaughan - and the group hawv >d 1 conf1dmnhe,
copies of working papers produced b} fTfici ;Lre on the options
and problems to be overcome., Both Mini a meeting on
the report last month - I attach a : officials
which summarises some of the issue ;

4=

The Secretary of State now intends to circulate a paper to

colleagues on progress achieved so far and the work which remains

to be done, and will propose an official study group led by officials
here to take the work forward. The Health ?ervzceL Group have
nominated two of their members to the study group - Mr Hugh Elwell
and Mr Michael Lee. I will keep you informed of progress.

D Brereton
Private Secretary
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NOTES ON HEALTH SERVICES STUDY GROUP REPORT AND SUBMISSION -
.SPRING 1981

‘%)ints: that micht be clarified

Paracraph 2.4 -

appears to be suggesting an item of service basis payment. Is
this really regarded as essential and if so why? If the approach
is a pluralist one why should this not be left to providers to
negotiate with the insurance carriers?

Do they intend payment to be made direct to the doctor/hospital?
Is it really the case, as the last sentence of 2.7 suggests, that
individual payment is necessary for a proper service?

What does the reference to providers of treatment having "control
over their revenues'" mean? Deciding what should be paid without
control or being free to negotiate with individuals or "communities"?
How would "communities" get involved?

Paragraph %.1.5

The option of compulsory health insurance of some specified kind

is favoured, but who would be compelled to make insurance payments
to whom? Do they envisage a basic national scheme from which people
would be able to opt out if they have equivalent cover? Would
contributions be proportionate to income or flat rate? TFor whom
would "credits" be paid - the old, the unemployed, people below a
given income level? How would the patient have "responsibility for
payment" if the insurance is paying?

More understandably the paper does not come to grips with the UK
Government financial convention that compulsory contributions are
regarded as taxation and the expenditure met from them is public
expenditure. Controlling public expenditure is not merely a matter
of limiting the subsidy from general taxation, but would also be

a matter of controlling expenditure met from compulsory contributions.

Paragraphs 5.5 and 4.2

These suggest that new arrangements should be allowed to emerge in

a free market. There is a case for this if one adopts the opting

out and contracting out approaches. But the Group's favoured
approach of compulsory social insurance could not just emerge.

Though it is not necessary to have fully worked out details, possible
models will have to be set out even to encourage a debate.

Paragraph 4.5

The relevance of this quotation to the preferred social insurance
model is not clear. The European social insurance systems have
in fact financed rising costs from higher rates of compulsory levy.




he notion that the onus of contrary proof must lie with those who
ant to maintain the present system is all right as a piece of
polemic, but does not make much sense as advice to Ministers. The
costs of change will certainly be substantial and Ministers will
have to present a positive case to show that the benefits are likely
to justify the cost.

Appendix 1

The growth in the private sector is common ground. The
extrapolation of recent growth rates to 1934 is of course more
dubious. In so far as the growth takes place, criticisms of the
NHS 'monopoly' become less convincing.

The comparisons of administration costs between the private sector
do not compare like with like. On the private sector side they
take the insurer's costs in collecting money and paying out benefits
and compare these with the health service costs of planning and
managing services. A true comparison would need to take into
account both types of cost in both sectors. The point is touched
on in footnote 2 on page 2, but commenting only on the information
missing on the NHS side of the equation and not on the information
missing on the private sector side. The marginal cost of raising
additional revenue for health purposes through the general tax
system or social security contributions is in fact very small.

Appendix 2 =

fits oddly with the rest of the Report, which is arguing for
greater spending on health through a social insurance scheme.
European social insurance schemes appear to have larger per capita
expenditure than the NHS (though we are looking into this in more
detail at present). The Appendix purports to show that health
cover can be provided for a good deal less.
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has seen the Centre
scussion document,

Services Group.

know how your Ministers
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he 1issued raised 1n

Don Brereton, Esq.,
Department of Health and Social Security.
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10 DOWNING STREET

PRIME MINISTER

The Centre for Policy
Studies have sent this discussion
document to DHSS.

Do you want us to enquire
about Mr. Jenkin's proposed

response?

e

2 April 1981




Centre for Policy Studies

8 Wilfred Street - London SW1E 6PL - Telephone 01-828 1176 Cables: Centrepol London

27 March 1981

e e A o

I enclose a courtesy copy of a document which our Health
Services Group produced for discussion by our Health
Ministry at Sir Keith Joseph's request.

Yours sincerely

e 8V 24

Alfred Sherman

The Rt Hon Margaret Thatcher MP
Prime Minister
10 Downing Street

A company limited by guarantee. Registered No. 1174651

To secure fuller understanding of the methods available to improve the standard of living, the quality of life
and the freedom of choice of the British people, with particular attention to social market policies.

Directors: Hugh Thomas (Chairman) - Nigel Vinson, MVO (Hon Treasurer) - Sir Nicholas Cayzer, Bt
Gerald Frost (Secretary) - Alfred Sherman (Director of Studies) - Sir Frank Taylor,DSc(Hon) FIOB - David Young

Founders: Rt Hon Mrs Margaret Thatcher MP - Rt Hon Sir Keith Joseph Bt MP
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In the introduction to our first report in 1979 we said
that no document about the NHS, written at the present
time, could be composed without a sense of sadness at
having witnessed over a 30 year span, the inevitable
decline of a service born into a post-war era of hope and
expectation. Since then it has become clear that there
is some growing willingness to consider reform but there
are still some entrenched attitudes and ways of thinking
which we had expected might prove difficult to alter -
not least in the DHSS.

The NHS, having been cast into its mould in 1948, has
solidified into a pattern which successive governments

and hence the public, have found impossible to change,

except by minor alterations in organisation, which have

done little to modify it's basic financing and structure.

It is not therefore unwillingness, but sheer inability

to give serious thought to the implications of fundamental

change in the financing and therefore the organisation and

administration of health services. Reform is not only long
overdue but would clearly be of benefit to both the people

and the state. As Christian Morganstern put it:

And thus, in his considered view,

What did not suit - could not be true.

The ideal enshrined in the NHS is that we, as a community,
ensure that the sick are adequately treated irrespective

of their means. This ideal remains but we contend that the
NHS has failed to fulfil'it, and those who still champion
the Service and who would oppose any thought of change must

be prepared to prove to us:

That the NHS has_in fact done what it was set up to

do in the interests of the poor, the needy, the under-
priveleged, the stupid and the feckless - all those in
real need of care.




That is really is egalitarian, when there is evidence
of gross discrepancy in available standards of care.

That central financing is not more wasteful and expensive
than peripheral financing.

That political motivation and expediency are not involved
in policy decisions at both central and local government
level, nor involved in the distribution of resources.

That the terms and conditions of service for doctors,
nurses and other staff are not divisive, morale-sapping
and the cause of industrial conflict, frustration and
the practice of bad medicine.

see Working Groﬁp on Inequalities in Health
("The Black Report") DHSS April 1980

In official comparisons of costs between the NHS, on the
one hand, and private or institutional provision on the
other, the real costs of NHS financing - that is cost to
Government, taxpayer and the economy of raising the
revenue - is ignored. Whereas the cost to private and
institutional health schemes of raising revenue is always
fully measured.




As a service free at the time of use, the NHS is centrally
financed. The administration is therefore inward looking
and does not respond effectively to the patient's needs or
demands at personal level, in total spending or in allocation
of resources. The challenge is to explore ways in which
treatment of the sick may be improved and made more
responsive to individual need. The objective must be to

ensure that the sick are treated compassionately and promptly

by a service which is shaped more closely around their needs

whether rich or poor.

We are particularly concerned about this last point. It
was in the name of the poor that the NHS was conceived and
yet it is the poor who are now suffering most from its

defects and inadequacies.

There is no reason to confine medical care to the resources

that the State can finance from taxation. Whatever can

be done to use resources more efficiently there is no need

to shut off other sources of money or to finance health services

only by taxing when they could be paid for in other ways.

A variety of methods such as direct payment, insurance or
other collective financing arrangements, are flexible and
could raise more money than a centralised state system

because they are tailored to the needs, circumstances and
preferences of the individual. No impersonal service can
satisfactorily replace the direct link between individual

payment and service.

We propose a system in which each item is costed and paid
for, and under which the providers of treatment, either
individual or institutional, have control over their
revenues, They would then be responsible in a direct manner
to the individuals or communities which they serve, who
would in turn know the cost and be prepared to pay for the

services they want.




It is essential that resources are so organised and managed

that they are used efficiently and directed effectively.

However much more money and improved resources are provided,

there will never be enough to satisfy every demand for

treatment that may arise.

We are of the opinion that the present National Health
Service should be eventually replaced by a comprehensive
range of health services, both public and private, which
will give choice to the patient and adequate financial
resources to meet his expectation of good medical care and

at the same time enhance professional status and responsibility.




3.1 There appear to be three courses open to us.

1 The maintenance of a system of opting out which presumes

the persistence of the present structure of the NHS and
'private medical treatment. The private sector is

currently growing at a substantial rate. If maintained
it will mean that a significant proportion of the
population will have made financial provision of their
own for treatment by the mid 1980's (app;oximately
12 million). They have made provision to opt 6ut of the
NHS as medical episodes arise, but still maintain the
right to be treated as NHS patients at will. The major
drawback to this course is that apart from a competitive

challenge, it does little or nothing to reform the NHS.

This may be described as contracting out, under which
various sectors of the community, eg employment groups

etc - can contract out of the NHS in return for tax relief;
to provide a comprehensive private insurance system such

as exists in a number of other countries.

The third course is to replace the centrally financed

monopolist NHS by a system of financing from the periphery.
This would allow a variety of providers, both public and
private to compete in meeting the needs of the patient.
They would be paid by a variety of insurance agencies -

again both public and private.

Health insurance of some specified kind would be compulsory,
inadequacy of income being met by a system of credits of
varying sorts. This fundamentally changes the nature of
financing health services so that at the point of use the
patient, advised by the doctor, has choice and the
responsibility for payment for the type of medical care
provided. Treatment should be available within institutions
now provided by the NHS or within the growing sector of

independent hospitals. The minimum level of cover must




be fixed to ensure that people can obtain no less than
they do at present:; health services must be costed and
described, and this assumes that services currently

available in the NHS will be included.

We believe this last option to be the best and what we
describe provides the same universality as the NHS and

will not descriminate against lower socio-economic groups.
The objective being to provide choice between kinds of

health services and methods of paying for them. It will

then allow the State to concentrate its efforts to help those

who cannot make adequate provision for themselves.

We believe that insurance as the method of financing health
services carries with it inherent advantages in costs and
their control, auditing and review, particularly as competing
services and financing systems seek to minimise costs in

order to widen their markets.

In measuring efficiency the insurer, the provider and the
insured have common interest. The insurer wishes to be
involved in the least payment and therefore it is in his
interest to see that treatment is prompt, efficient and leads
to the least possible disability. Therefore he is interested
in making sure that medical skills available are of the
highest order. The provider has the onus of providing as

good a service as possible otherwise he will not succeed.

The insured is interested in getting the best return for the

least premium. This is in direct contrast to a state

monopoly which interposes political decisions and a self-
interested bureaucracy between doctor and patient. Politicans
and civil servants have perfectly understandable but hone-
theless independent interests that do not necessarily coincide
with the patients' or doctors' interests and may even conflict

with them.




While it might be apparently simple to propose an "Insurance"
scheme in detail, this approach is too elementary. A study
of systems in other countries shows that a number of

financial and administrative arrangements exist which can

provide treatment better than the NHS. But a prepared

solution in detail takes no account of how a free market

might develop. Different arrangements will appeal to

different people and all we can predict is that the more
advantageous systems will displace the less advantageous.
Indeed there may emerge better alternatives not yet considered,
since technical development, higher incomes, more sophisticated
information and social policy techniques have developed since

1948.

What is clear, as shown in the Appendices, is firstly that

the search for better health care outside the NHS is gathering
momentum and now includes Trades Union members. Secondly

that the administrative costs of insurance-based systems are
not necessarily greater than in a centralised service and
thirdly that insurance premiums can be as comprehensive as

the NHS.
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After thirty years experience - and experiment - we do

not believe there has ever been a decisive case for a permanent
all embracing monopolistic Health Service. It has rested on
two hypotheses that are not plausible. That individuals

put public spirit before personal interest sufficiently to
husband allegedly '"free" services, and that resources would

be plentiful enough to permit the best medical services to

be universal. These expectations have been encouraged by all
political parties and have caused increasing dissatisfaction,
not only with the NHS but with the democratic processes that

had promised them.

Government must turn from running a National Health Service
to creating an environment favourable to the development

of health services based on alternative theories of financing
and organisation. It must allow as much space as possible
for a combination of government and independent organisations
financed by taxes and rates, social insurance and private
insurance, compulsory and voluntary insurance, fees and
charges that would emerge from the efficiency of competing

suppliers and the preference of patients.

Government policy is easier to apply in a closed than in

an open society, but if it tries to achieve its purpose of
efficiency and equality by exclusion or coercion it demands too
high a price and.is unacceptable. The NHS confronts
intensifying coercion or eventual collapse. If the centralised

NHS is not replaced by a multiple choice system it will

solidify still further until it is incapable of reform except

by convulsion, in which both patients and providers will
suffer even more than in the gradual changes that are

still possible.
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The lesson of all health systems - from the NHS and the
state-controlled systems in Eastern Europe to the decentralised
systems of Western Europe, is that finance ultimately determines
the power, structure, organisation and administration, the
political influence on policy and the capacity of occupational
vested interests to resist reform, and the ability of the
patient t® exert his sovereignty. No system that could

be devised is perfect - but it is much more difficult to

remove the faults of a National Health Service than those of
market orientated health services. We maintain that experience

round the world supports our view.

In conclusion, we cannot improve on what was written 10

years ago by Ivor Jones:-

" So long as the present financial structure of the
National Health Service is maintained the Government

must either impose further considerable increases in
taxation or face a deterioration in the standard of
medical care which it provides for the British people.

The alternative is to accept that it has become impossible
to finance the rising cost of universal provision of all
the health services from compulsory levies and taxation

if the rising standards which the legitimate expectations

of our people demand are to be achieved.

The restraints on personal consumption necessary to

combat inflation as a basic aim of political policy are
easier to achieve if they are buttressed by an outlet

for voluntary spending on the health services. There is a

limit to the level of taxation which is either accéptable

to the people or compatible with ,a sound economy."




10

We believe that acceptance of these facts must inevitably

lead to acceptance of the principles upon which the system of

financing health services outlined here is based - and

that the onus of contrary proof must lie with those who
would obstruct any thinking that change might be either

desirable or necessary.

If this acceptance is forthcoming then Blue Prints and

transition arrangements will need to be prepared.




Appendix 1

During 1980 the number covered by private health schemes
rose by 812,000. This increase was by far the highest ever
recorded. On average over 15,600 people were recruited
each week to the major Provident Associations, making

provision to opt out of the NHS.

At the end of December 1980, the three major schemes had
1,647,000 subscribers, covering a total insured "provident
population" of 3,577,000. This represents some 6.4% of the

total national population, or about one person in fifteen.

The most notable feature is the increasing rate of growth.
During 1980, subscriber numbers increased by 27.5%. This

compares to 15.6% growth in 1979 and 5.8% growth for 1978.

The Provident Associations saw no growth in 1977, and slight

declines during the two previous years.

If the 1980 annual growth rate persists till 1985, the
provident population will exceed 12 million persons or

over 20% of the national population.




Table 1

Provident Associations Administration Costs. 1976 to 1979

Administration costs (BUPA, PPP & WPA)

! Provident Population
Per cent £ .
subscriptions Numbers £ costs per

earned million head

8.270
9.781
12,335
17.286

Notes

Data are derived form Annual Reports and Accounts for
BUPA, PPP and WPA - Consolidated Revenue or Consolidated

Income and Expenditure Accounts.

The figures cover items described as Administration
and development, plus Special Contribution to staff
pension funds (BUPA); Administration, Development
Special contribution to pension fund (PPP):;
Administrative expenses, Development (WPA).

Data for subscriptions earned are derived from Table 3
Lee Donaldson Associates, Provident Scheme Statistics
1979. The total Provident Population is a mid year
estimate for 1976 to 1978 from Table 2 (LDA Report)
with actual figures for June 1979.




The NHS now costs 12,000 million or £220 per annum for
each person in this country. Thus a family of four is

paying out £880 per annum; almost £17 a week.

Data have been gathered on costs of the administrative
systems in the existing private sector and the NHS. These
are confined to costs of those controlling bodies who

adminjister rather than directly provide patient care.

In the private sector these are the Provident Associations

(BUPA, PPP, WPA).

In- the NHS they can be defined as the Regional, Area and
District administrations plus Boards of Governors and

Community Health Councils.

The Department of Health's central administrative costs
are excluded, though DHSS statistics give a figure of
£43 million for central administration for 1977/78 (Royal

Commission, Table E9).

Table 1 sets out the costs of administration of the three

main provident associations for the years 1976-79. The
costs are expressed as a percentage of subscriptions earned

and as costs per head of the population insured.




Table 2
NHS Administration costs 1977/78 England

NHS Adminjistration

_Health Authority Costs Em

Regional & Area : 135.8
District 79.1
B*d Governors T 2.4
Community H.C. o 05 £

Total : 220.4

Percent NHS Revenue exp. _ 2.49
Per head population : £4_.75

Notes

Data are derived from NHS Summary Accounts for 1977/78

for Regional and Area Administration and for Community
Health Council. DHSS abstract for District and Boards
of Governors administration.

The total £220.4 million is expressed as a percentage of
£5,041 million Net Revenue Expenditure NHS England 1977/78
(NHS Accounts) and estimated mid year Fome population
46.352 million (OPCS).

Data for DHSS on central administration are difficult

to interprete in terms of NHS costs. The Health
Department's Statistics give a figure of £43 million for
Central Administration for 1977/78 (Royal Commission
Table E9).




In 1976 the administrative costs amounted to £8.270 million.
By 1979 the figure had risen to £17.286 million. 1In 1976
to 1978 the costs amounted to between 10% and 12% of
subscription income. 1979 was a year of rapid growth when
administrative costs came to 14% of suhscription income.

If we consider costs in terms of the service provided and

express them as costs per head of the population insured:-
The cost for 1976 was 3.62 per cap. rising to 6.79 by
1979. The rise is 87% or 32% if expressed in terms of

constant retail prices.

The cost for 1977 was £4.34 per cap.

Table 2 summarises data for the NHS in England for the

financial year 1977/78. It shows costs published in
summarised accounts for administration of the Regional, Area
and District health authorities and for the Boards of

Governors and Community Health Councils.

Total administrative costs for the year amounted to £220.4
million, this amounting to 4.4% of the NHS net revenue
expenditure. The cost for the national population averaged

£4.75 per cap.

The differences in the proportion of total income and
expenditure spent on administration reflect the different
characters of the health services constituted by the NHS
and private medicine in the UK. The data however argue
that the total administrative costs per capita for a system
of insurance payment is not necessarily greater than for a

system which controls and distributes central funds.




Appendix 2

It is possible to provide a model of the approximate cost

of insuring the national population by considering two
actuarially typical lives - male and female - calculating

the cost of insuring them from birth to death, and adjusting
the premiums to cover all medical services. This is intended
purely as an example of the possibilities and as an exercise

dealing with basic insurance principles.

Table 3 follows a typical male life from birth to his

independence at 19, through a marriage during which he supports

two children to their independence, and on to his death at

age 70, his actuarial life expectancy. The premiums are those
quoted by a leading health insurance group for a scale of
benefits which covers the cost of more than 80% of the
country's hospitals; and the "“experience' on which the
premiums are based arises (almost equally) from the use of
private NHS facilities and of independent private hospitals

and nursing homes.

It is assumed that throughout the man's life the bread-
winner is covered by a company scheme as a result of which a
discount of 40% is obtained against published scales (this
appears to be in line with current practice and should be
viewed in the context of a 20% discount being obtainable on
company schemes covering as few as twenty or even a dozen
people). The total cost over 70 years is £3,334.11 and the

average annual premium is £47,63.

The table for the female life is similar except that it is
assumed that she is a second child, marries a year younger
and lives to age 76, giving an average annual premium of
£52.71. Averaging these two figures brings us to £50.18

as the per capital premium for a large, actuarially typical
population, which is less than one quarter of the average

NHS cost per head of the population. Of course the private
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insurance does not cover the same population or services as
the NHS. Some of the differences between them are considered

in the following paragraphs.

Private insurance does not cover General Medical, dental,
opthalmic or drugs expenditure which account for about 24% of

NHS costs.

Table 3

Actuarially Typical Male Life

Age Status Number Age of Annual Annual Cost
in oldest Premium Premium, (oremium
family member (discount per per head)
of of 40% off head X nunber
family standard of years
published
scale) '
i~2 iChild 18-29 £111.60 £37.20 2 £ 74.40
3-5 Child 18-29 £111.60 £27.90 £ 83.70
6-18 Child 30-49 £123.98 £31.00 £403.00
19-21 Single 18-29 £ 44.64 £44.64 3 £133.92
22-23 Married 18-29 £ 89.28 £44.64 £ 89.28
24-26 Father 18-29 £111.60 £37.20 3 £111.60
27-29 Father - 18-29 £111.60 £27.90 £ 83.70
30-44 Father 30-49 £123.98 £31.00 £465.00
45-47 Father 30-39 £123.98 £41.33 £124.00
48-49 Married 30-49 £ 99,22 £49.61 £ 99.22
50-64 Married 50-64 £138.82 £69.41 £1,041.15
65-70 Married 65+ £208.37 £104.19 6 £625.14

1-70 TOTAL LIFETIME COST FOR A TYPICAL MALE 70 £3,334.11

Average annual insurance cost over a typical male life .... £47.63
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The insurer from which the figures are taken was able to

set 25% of his income aside for capital expenditure and to
reserves. (The previous year it was almost 30%). The NHS
costs contain no provision for reserves or capital expenditure
and to get a strict comparison the private sector premium
should be reduced by 25%. 1In practice however some provision
for reserves should always be expected in a privately funded
system, probably of the order of 10% of income. Capital
investment does not present any difficulty in these
comparisons. To the extent that physical facilities already
exist the only problem is the practical one of ‘ensuring that
they are available to be used by those who need them when they
need them. Transfer of resources would need to be studied
carefully at a practical and operational level but

in principle it should provide the insurance sector with the
necessary facilities and the government with a source of cash

to finance the transitional costs of the change-over.

The private cover contains certain exclusions which limit

liability and these fall into two categories: -

(i) Geriatric

14% of the population are over 65. In the actuarial model
considered above 25% of the premiums are paid by people over
65, but the over 65's account for 36% of the costs of the
NHS.

Associated with this discrepancy is the the fact that many
of the NHS costs (especially for the over 65's) are really
welfare rather than medical costs and result from the failure
of other branches of the welfare system. It could be argued
that these extra welfare services undertaken by the NHS need

not and would not be carried by private medical insurance.




(ii) Medical catastrophe

The enormous costs associated with medical catastrophe are

often quoted as a reason why insurance is impractical; but

this is equivalent to saying that all third party accident

risks must be covered by the government. The individual cost
may be high but because of its rare occurrence it can be insured
for a small premium over a large population - far from being
uninsurable, it is a classic example of an insurable risk.

This is only valid however if the insured population is both
large and typical whereas that covered by private health
insurance is at present exactly the opposite and it is largely

for this reason that the private insurers have chosen to

limit their liability, knowing of course that the NHS provides

a safety net.

If the total insured population were large enough and
sufficiently representative of the population as a whole the
cost of medical catastrophe could be calculated, covered and
financed and the overall cost would be small relative to the
total. Most of the large company schemes now being negotiated
have no upper limit to benefits and the indications are that
in a large private market the limit could be removed with an

increase in premiums of no more that 10%.

No comment can be made about maternity or psychiatric care

because no accurate figures have been found for them.

The cost of private health care would also be affected by
various other influences which should be mentioned. About
three-quarters of the cost of the NHS is absorbed by the
hospital service and there is no doubt that the private
insurers could make substantial savings compared with the costs
now built into their premium scales. In order to compete with
a 'free' service the private sector sells privacy, colour
television, a more personal service etc. and it charges

accordingly. In an open market those who can afford it would
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still pay extra for their privacy and convenience but the
general service could be considerably cheaper. A simple
awareness of economics should also lead to significant savings
through, for example, greater use of para-medical facilities,
particularly nursing and convalescent homes, protected

housing for the elderly, or cash subsidies for those
convalescents able to make their own arrangements in the total

community or within their own families.

On’ the other hand General Practice would be more expensive in
a private system since the GP would be spending more time
with each patient and might make more home visits. Some of
this extra cost would be recouped by an easing of pressure on

the hospitals, particularly urban casualty departments.

A decline in the monopoly purchasing power of the state might
increase the price of drugs but a more personal service from

GP's might reduce the volume of drugs prescribed.

A significant and at present unqualified factor is the extent
to which the private sector costs are distorted by the fact

that the sample is "self-selected" and therefore unrepresentative

of a cross-section of the national population. Thelpopulation

¢ covered by the Provident Associations is predominantly middle-
aged and made up of middle and upper income groups. There
are indications that these figures may seriously under-estimate
the medical costs of a typical cross-section of the overall
population. There is insufficent evidence at present to
determine whether this is so and if so then to what extent the

figures are distorted.

The actuarial model indicated about £50 per head as an

insurance premium based on current scales and experience. The
differences and adjustments which can be approximately quantified
suggest a premium level very roughly of the order of £75 but
still subject to adjustments and uncertainties some of which

have been touched on above and many of which can only be guessed
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at in the light of our existing knowledge. However, if it
turns out that this last figure must be doubled, or even
trebled, to cover a comprehensive national population, it
would still not compare unfavourably with present NHS costs

of over £200 per head per year.

At the very least these figures raise some fundamental

questions for those proponents of an NHS monopoly to justify

their position and show why experiments with alternative

systems should not be tried.
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10 DOWNING STREET

From the Principal Private Secretary 11 February

National Health Service Reorganisation: Compensation Terms

The Prime Minister has seen the Lord President's
minute of 9 February 1981 about NHS compensation terms and
she agrees that the Secretary of State for Social Services

should go ahead with the New Towns terms.

I am sending copies of this letter to John Halliday
(Home Office), Richard Dykes (Department of Employment),
Don Brereton (Department of Health and Social Security),
David Edmonds (Department of the Environment), Peter Shaw
(Department of Education and Science), Terry Matthews

(Chief Secretary's Office) and David Wright (Cabinet Office).

Jim Buckley, Esq.,

Lord President's Office.




CONFIDENTIAL -~

PRIME MINISTER

NATIONAL HEALTH SERVICE REORGANISATION: COMPENSATION TERMS

As requested in your Private Secretary's minute of b?fJanuary,
I held a meeting last Thursday with Michael Heseltine,
Patrick Jenkin and Leon Brittan.

Leon Brittan and myself were agreed - as were colleagues on

H Committee earlier - that Patrick Jenkin should be allowed to

go forward and apply the New Towns redundancy terms to National
Health Service staff in his reorganisation. Patrick is perfectly
clear that without this the reorganisation could not be achieved.
Michael Heseltine felt unable to agree because of the potential
repercussions for local authority staff. I think Michael puts

too much weight on this: after all, the precedent of the New Towns
terms has been before them for some time without apparently
causing difficulties.

Michael said he would go away and think over the issues and write
me a letter. This he has done and I attach a copy. After a
further talk, he told me that he did not want to exercise his
right to bring this to Cabinet, but he did want you and Geoffrey
Howe to be aware of his feelings. I told him I would send you a
copy of his letter and that I would ask Leon Brittan, who knows
the arguments, to speak to the Chancellor. We left it that if
you agreed Patrick, who feels a sense of urgency, could go ahead
with the New Towns terms.

I am copying this to Willie Whitelaw, Jim Prior, Patrick Jenkin,
Michael Heseltine, Mark Carlisle, Leon Brittan and Sir Robert
Armstrong.

SOAMES
9 February 1981

CONFIDENTIAL
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NHS COFMPENSATION TERMS
I listened very carefully to the arguments advanced this morning
for proceeding with Patrick Jenkin's proposal -znd I have considered
the matter further since then. I am afraid that I have no choice
but to come back to you without being able to change my position.

The basic situation as I see it is as follows. The 1974 reorgan-
isation of the National Health Service and the coincidental
reorgenisation of local government were conducted on the basis of
terms called the Crombie Code. Following this period, local
government negotizted its own terms for dealing with redundancies
with the unions. At sbout that time, centrsl government offered
local government a set of terms which were also on offer to new
towns. Tocal government rejected these proposals as being far too
generous and central government therefore applied them only to

new towns.

As I understand it, the NHS has not yet completed the negotiation
of general menagement terms which could apply to the new reorgan-
isation, although the terms at present on offer to the staff are
parallel to those applying to local government.

I am fully sympathetic to Patrick Jenkin's objective in trying to
secure the early reorganisation of the NHS in order to produce

the savings which should sccrue. But I feel that if we now offer

to improve the NHS terms by bringing them into line with those for

new towns the consequences would be a very immediate reopening by

the unions concerned of the terms currently in existence for local
government. Indeed I understand that the local government unions

have already made noises in this direction. One only has to look

at the very marked differences between the benefits of new towns

terms asgeinst those existing in local government to prove the

point. The attached note shows that the number of weeks' compensation
pay would be increased from 22 to 48 for pensionasble and from 17

to 38 for non-pensionable staff. It must be realised that, broadly
speaking, local government staff are comparable with NHS staff

"in terms of the types of job that théy do, tlre amount ©f money
they get paid, the geographicsel locations in which they work,
and the unions which represent them.

I have tried to calculate what the possible costs to local govern-
ment would be of applying new towns redundancy terms. If we mske




mption that we could face 5% redundsncies

nsion hlc ]o;pl iOutlnu{Ht ftaff in their 40s and 10%
I'edundancies for those outside the pension scheme - there are
several exsumples of redundancies of this order already this year -
we could see a bill of some £67 million (see the note attached).
These figures are for England and Wales only and tazke no account
of teschers who are also local asuthority employees and whose
unions would doubtless react in the same way. The clear point
that emerges from all this is that, however desirable the NHS
reorganisation may be - and I entirely accept the need for such
reorganisation - the savings that it would achieve could easily
be dwarfed by the possible consequential costs in local government.

S50 far I have concentrated on the spin-off effect that such leap-
frogging would produce. We are not, of course, a party to local
government negotiations. But the local suthority employers would
Justifiably feel badly let down if by extending new towns' terms
to a major part of the public sector (the NHS) we forced them

to reverse their own earlier and entirely prudent decision to
offer a less expensive package.

And here I would like to comment on the Treasury view on the NHS
proposals to which I have perhaps not given as much attention as
I should have done. Leon Brittan's position, as I understand it,
is that the Treasury would be prepared to agree to Patrick's
proposal provided a ring-fence was put round the NHS, and that it
was secured by making it clear that there was no more money avail-
able to extend compensation terms in local govelnﬂent should
there be any wezkening of local suthorities' resolve in this
respect. Frankly, I do not believe that this is a meaningful
proposition. Firstly, because even if we took the line that no
more taxpayers' money would be made available, we have no power
to prevent the bills being passed on to ratepayers. Either way,
the money spent would rank as public expenditure. But the
technicalities are particularly difficult here. We heve no legsl
way of differentiating for the purposes of rate support grant
between redundancy costs based on one code rather than another.
All staff costs rank for RSG purposes and to make any change in
that system would require primary legislation.

In these circumstances, I simply do not feel able to agree to

what is proposed. At a time when the public sector is already

under criticism, any proposal for improving redundancy terms

which is conspicuously more generous than that which is operating

in the private sector would simpy redouble this criticism. I cannot
therefore believe that we should go forward as proposed.

I am copying this letter to Patrick Jenkin, Leon Brittan and Mark
Carlisle.

MICHAEL HESELTINE

Lord Soames




)ITTONAL COST OF APPILYING NEW TOWNS COMPENSAT | ON

TERMS OR 1":}1" .NCY OVER THOSE OF THE LOCAL GOVERNMENT SCIIEME

Staff Affected only those in the 4l to 49 age range and a small number
50 or more who would not qualify for premature retircment
compensation. '

Staff Numbers (a) pensionable employces - total 951,000
(b) non-pensionable employees - total 865,000

Numbers Affected - proportion (in years) of 41 to 49 age range of totul service
- range (say 20 to 65) = 18%. Adjust for larger proportion
who may be expected to have stayed by this age and for iliose
aged 50 or more who may be eligible for New Towns terms -
say 22%.. -

Pensionable employces - 22% of 951,000 = 209,220 with an
assumed redundancy rate of 5% = 10,500

Non-pensionable employeces - 22% of £865,000 = 190,200 with
an assumed redundancy rate of 10% = 19,000
Average Age - 45 o

Average Length of Service (a) pensionable employees - sa 20 vears
& b 1 I

(b) non-pensionable - say 15 years

Average Salary (a) for all pensionable employees this is £5,500. Assumed

increase for fairly senior staff - say £7,000 (ie
about the mid point of the HEO pay scale and
comparable with NHS mid band)

for non-pensionable staff this is £3,250. Assuned

increase for older, longer-serving staff -

Redundancy Entitlement Pensionable Von“Pensionable
(as a number of week's pay) : Staff Staff

Under New Towns Scheme L8
Under Local Government Arrangements 22

New Towns Improvement over Local Govt. 26

Compensation (a) Pensionable Staff 10500 % .28 %

ol
265
£36.6 millions

(b) Non-pensionable staff 19,000 x 21 I a
. - - o e T TR e e 65

' £70.6 millions

ay £4,000.
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This article from the British
Medical Journal shows that
the medical profession is
conscious of a real drive for
decentralization under

Mr. Jenkin's direction.
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Is the DHSS signing off ?
NORMAN LLLIS

“We are determined to see that as many decisions as possible are
taken at the local level™ The implications_ of this and other
ministerial statements empatasising the dual themes of devolu-
tion and local autonomy seem to have fallen on deaf cars, This
fundamental change of view, which occurred in May 1979, has
been disbelieved or unnoticed in some quarters. This is not
entirely accidental, since the interests of those who wish to
reduce the impact of this policy are best served if the change is
implemented by stealth. The chonge is evident in the contrast
between the 173-page “Grey Book™* and the seeminely endless
flow of over a hundicd circulars that poured out of the Health
Departments during the 1974 rearganisation, and the seven-page
circular on Health Scrvice devciopment structure and manage-
ment? accompaniced by a promi~~ of little more to follow, issued
in July 1980.

In 1974 the DHSS produced » blueprint for the Service which
described in detail the structure of management and inter-
professional relations., The <zmplexity of the Grey Book’s
diagrams of management structirc—appropriately described as
exhibits—makes the plan of the Paris Metro look quite simple.
The Government does not intend to repeat the experience of
1974 and will not be laying down central prescriptions for the
Service, The DHSS no longer sees itself as all knowing and all
wise, capable of establishing working relations berween the
various groups in the Service. Be.ause the 1974 reorganisation
weakened hospital administration the Department was irresist-
ibly drawn into prescribing wha: should happen at the local
level. For the 1982 reorganisation the Department will issue only
the minimum of guidance. The process of reorganisation is now
left 1o local initiative.

This emphasis on local autonomy was made in a recent
ministerial statement outlining ti. : ccnsiderably reduced function
of the regional health authority. The Secretary of State, Mr
Patrick Jenkin, said that he was determined to “ensure that
regional health authorities too are slimmed down and their
functions reduced. This is essential if we are to advance the
greater local autonomy we scek. ' Each new district health
authority now has to decide tor itseif which managerial structure
it should adopt., “Each DHA .l..ald have wide discretion in
determining its maaagement .. ss4ngements. ‘.cLurul: the
prescription of particular posts contained in previous circulars is
now withdrawn.’'* The one remivining prescription is simply that
there should be a district management team, consisting of a
community physician, nurse, treasurer, administrator, con-
sultant, and general practitioner, and that cach authority should
arrange its services into units of manseement, cach with an
administrator and a director of nursing services. The composition
of the district management team will therefore remain un-

\\Y hat posts arc at risk? The various hicrarchies originally
prescribed by the DISS for the professions supplementary 1o
medicine could well wither or disappear in many districts. For
example, the existing arca and district level posts in chiropody,
dictetics, the remedial professions, speech therapy, radiography,
and health education are probably at risk. No doubt cach of
these groups will arguce that their particular circumstances merit
a special circular from the centre, But such special pleading will

Belulsh Medieal Assoclution, BMA House, Tavistock Square, London
WO e

NORMAN ELLIS, ma, run, under sceretary and senor industrial relations
ollicer
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not overcome the Department’s view that once it attempts to
prescribe the position of one group it will inevitably have to do so
for all other groups. In addition, the removal ot the arca tier
should eliminate further posts in nursing and administration,
Finally, the requirement that a 107, reduction in management
costs should be achieved by 1985 will add impetue 10 the
climination of these hicrarchies. ‘There is, of course, another
hicrarchy that should wither: “the DISS, on its part, is required
by the Government to intervene less and to. stand back more,
cncouraged by pressures to cut the size of its headquarters by at
least 15, over the next three to four years.” 'L his statement was
made by Sir Patrick Nairne, DHSS Permanent Sceretary, in a
speech to the Institute of Chartered Secretaries and Administra-
tors on 15 October 1980.

Though the Government has emphasised that it does not want
ta see new hierarchies created in the new districts, the philosophy
of local autonomy means that this could well happen. It is left to
the DHAS to determine their own management arrangements,

and the medical profession locally will no doubt want to

influence their decisions. “It really is essential that the decisions
on the structure of the management under the new district
nealth authorities should be left to these authorities after they
have been formed.”?

Rule by local discretion

The pnilosophy of local autonomy has ramifications well
beyond the reduction nf posts and hierarchies. On a wide range
of matters local dis i ule, and this trend is already
apparent. A recent circular from the DHSS? authorises health
anrthonities to depart from national agreements on remuneration
and conditions of service over a wide range of subjects without
reference to the Department. This has alrcady increased the
scope for local discretion and reduced the participation of civil
servants in the running of the Service. One matter delegated to
local discretion by this particular circular that directly arfeess
doctors is the national agreement on excess rent ;1|1rr'.-.arcL-s,

But there are signs that a few wayward uwu ities arc pre-
judging the pattern of devolution by exe r\ 1 an improper
degree of discretion on important matters atfecti ::cnfL 1|
profession. For example, some authorities ha
to depart from national agreements on study leave and remos ‘l
expenses, despite firm guidance to the contrary from the DIISS.
These authoritics have lost no time in taking ud"u::!.nw of the
devolution prescription, no doubt motivated by the need 1o cu.
the costs of medical care.

In the long term we can expect to see nearly
MTAc pstabliched. Within an overall 4‘-1\11 lirmit o el YA wild

200 autonomous

I
be free to exercise a wide measure of discretion in determunis

cisicns on b

weanclude loc

how this is spent. Thus the most import
care will *n future be taken at the local le
management arrangements, priorities for Iu-n'.h care, and the
crucial choices to be made concerning the compenmg demands of
the now well-organised occupations i the Hr;-
articulating its own clam for an inereased s o thie limted
resources available, As one scasoned BMA observer put i, Uil
choice between more docroring or more pertering has been feit
f.lrllll\’ on our d mr'.Tup,"

There are impuortant decisions 1o be tiken during the next vew
as the new DHAS build thewr manapement stractures, These

decisions, thouph not irrevocable, will inevitably esiablish e

o f

conclided an page




Is the DIISS signing off ?—continued

i

framework of health care in each localitv. The danger is that
these decisions may be taken speedily and without repard for the
DHSS’s advice that DHAs should “aveid full-time posts at
district level or below in any discipline or function unless they
are surc that there is work to warrant them.””?

“High risk” policy?

The 1974 rcorganisation reflected Whitehall’s concern to
prescribe standardised health care across the country. Central
administrators treated health care as a commodity to be
packaged and allotted in equal proportions like social security
and unemployment benefit. And they relied on a watertight
framework of standardised hicrarchies and job descripticns to
achicve this.

A senior civil servant has described the policy of delegation
and autonomy as “high risk” because it means more local
responsibility and initiative than has ever been expected or
shown before and requires considerable local management taleat
to carry it through successfully.

From the medical profcssion’s point of view a hcavy new
responsibility will be placed on the new medical advisory
machinery (p 239) and on the local organisation of the BMA.
The prospect of 200 autonomous new health authoritics,
cach evolving its cwn package of policies, means that there will
be a wide range or issues that transcend particular crafts on
which the whole profession will nerd to take a view, I suggested
in a previous article® that the BMA division is the obvious
machinery for formulating and presenting the profession’s view,
[This article was prepared before the report on medical advisory
machinery by the Chief Medical Oflicer’s working group (p 239)
had been pub!ished.—Eb)

The craft comittees will undoubtedly continue to service their
various branches of the profession at the local level in the newly
developed service, fulfilling functions analogous to those of the
centzal cruft committees. But it is on these other, wider issucs,
most of which will arise from a DIA’s freedom to spend its own

budget, that the medical profession will need to be united, active
and vigilant,
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Medical advice to the NHS—continued

whichever body clected him and should keep it informed and
consult with it as occasion demands.

Doctors should remember that the medical members of
health authorities do not represent doctors working in the
district and arc not sitting on the authority to gi. formal
medical advice. They are members of the health authority for
their own personal qualities and to sec that the appropriate

recribhed

DAMT

medical advi )
the working party’s report—namely, the clinical
members elected by and responsible to their colleazues.

NHS rcorganisation mark I has given us another spportunity
to look at how medical advice should be given to health auih-
orities. In my view the working group’s report outlines a simpiificd
adaprable way for the profession to give advice at district level
with a minimum of delay and litle extra commitment for the
practising doctor. The Department of Health has asked for views
on the proposals by the end of March. The protession shonld
discuss them thoroughly su as to ensure that in 1982 the NHS
has a medical advisory structure in which doctors have con-
fidence and which health authorities respect,
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From the Principal Private Secretary 27 January 1981

e

NATIONAL HEALTH SERVICE REORGANISATION: COMPENSATION TERMS

The Prime Minister saw last week the record of the discussion
in H of the problem of compensation terms for NHS staff made redun-
dant on reorganisation (H(81) 2nd meeting), and she has now seen
the Lord President's paper setting out the issues for his Cabinet

colleagues (C(81)9).

After reading these papers carefully, the Prime Minister
takes the view that this is not the kind of question which should
engage the attention of the Cabinet and she believes that it ought
to be possible for those Ministers directly concerned to solve it
without troubling their colleagues. She very much hopes
therefore that the Lord President will be ready to hold a meeting

with the Secretary of State for the Environment, the Secretary of -
State for Social Services and the Chief Secretary to try to bring
the matter to a conclusion.

I am sending copies of this letter to David Edmonds (Department
of the Environment), Don Brereton (Department of Health and Social
Security), Terry Mathews (Chief Secretary's Office) and David

Wright (Cabinet Office).
ibn iy

B0 I

Jim Buckley, Esq.,
Lord President's Office.
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PRIME MINISTER

NATIONAL HEALTH SERVICE REORGANISATION: COMPENSATION TERMS

You were unhappy with the proposal which you saw over the
weekend in Sir Robert Armstrong's Business Note that the

question of compensation terms for redundant NHS staff should

come to Cabinet.

You subsequently had a word with the Home Secretary, and

he explained that H had failed to reach agreement on the matter

when they discussed it on 20 January. The majority of H favoured

the option of improving redundancy payments for NHS staff and

Considering any proposals for similar extensions to other areas
strictly on their merits and with regard to the financial
implications. But Mr. Heseltine was strongly opposed to this

concession for the NHS because of the possible repercussions for

local government staff. Because he was not prepared to give

way, the Home Secretary had no alternative but to agree that the
matter should be put to Cabinet.

H agreed that it was for the Lord President to put the matter

g,
to Cabinet, and his paper setting out the issues came round

today (Flag A). I also attach the H Minutes (Flag B).
Sc———

If, after reading these papers, you are still of the view

that this question should not be taken by Cabinet, the only way

in which we can proceed is for the Ministers directly concerned -
the Lord Pre51dent the Secretary of State for the Environment,

the Secretary of State for Soc1a1 Serv1ces’and the Chlef

Secretarﬂ-— to meet and to try to reach the agreement which has
eluded “them so far. Shall we arrange for them to do this?

‘1yo’anA4 e

I take it that you would not wish to chair such a meeting

yourself?

Ne.

26 January 1981




PMG NOTE 57/80

iii Nov 5

REORGANISATION OF THE NATIONAL HEALTH SERVICE Pﬂfﬁ@%h" ST
(4

The Government has announced its plans for the reorganisation of the st.
NHS and the removal of one tier of administration. The announcement
follows publication in December 1979, of a consultative paper

"Patients First'.

The present 90 Area Health Authorities with 199 districts, will be
replaced by new District Health Authorities generally serving
populations of between 150,000 and 500,000. It is expected that most
of the changes will be made on or by 1 April 1982.

In his announcement in the House of Commons on Wednesday, 23 July 1980,

Mr Patrick Jenkin, Secretary of State for Social Services, said:

"The main purpose of the changes I am announcing is to provide

a Health Service which is better and more efficiently managed,
and where local decisions can be taken more quickly by local
people. At the same time I am confident that it will be possible
to make significant reductions in management costs, and I have
told the Health Service that I expect these to be reduced, after
a transitional period by some 10 per cent, equivalent to about
£30 million a year at present costs. This will release resources

which could be used for patient care."
The main points of the Government's proposals are:

=~ Area Health Authorities will be replaced by District Health
Authorities following as far as possible the boundaries of
existing health districts (including single district areas).
They are expected to serve communities with populations up to

500,000.

The new authorities will have - on average - sixteen members
each, four of them nominated by local authorities. This is

fewer than suggested in "Patients First".




- Decision making to be brought as far as possible down to
hospital and community level with strengthening of management

at that level - i.e. "bringing back 'matron'".

Regional Health Authorities will remain for strategic

purposes. Their functions are to be reviewed later.

Community Health Councils are to remain - one for each new

district authority. Their membership and functions are to be

reviewed.

Paymaster General's Office
Privy Council Office
Whitehall

LONDON

24 July 1980
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NATIONAL HEALTH SERVICE
(ENGLAND)

The Secretary of State for Social Ser-
vices (Mr. Patrick Jenkin) : With permis-
gion, Mr. Speaker, 1 shall make a
statement on changes in the organisation
and management of the National Health
Service in England. My right hon. Friend
the Secretary of State for Wales is
announcing his proposals for Wales today,
and my right hon. Friend the Secretary
of State for Scotland will be
announcing his proposals next week. My
Department—{/nterruption.]

Mr. William Hamilton: On a point of
order, Mr, Speaker. Can it be made clear
at the outset that there will be a separate
statement on the Floor of the House from
a Minister representing Scotland? The
Health Service in Scotland is an entirely
different organisation from that in England
and Wales.

Mr, Speaker: The only request that
I have received is for the statement that
is about to be made.

Mpr. Hamilton : Tt is an outrage.

Mr. Jenkin: The hon. Gentleman may
not have heard what I said because of
the noisc that was being made by many
of his hon. Friends. My right hon. Friend
the Secretary of State for Scotland will
be announcing his proposals next week.

Myr. Hamilton: In the House?

Mr. Speaker: Order. There will be
time for questions after the Secretary
of State’s statement.

Mr. Orme : On a point of order, Mr.
Speaker. I wish to ask the Secretary of
State whether—{[Interruption.]

Mr. Speaker: Order. The right hon.
Gentleman must address his point of
order to me,

Mr. Orme : On a point of order, Mr.
Speaker. Will the statements regarding
Scotland and Wales be made as oral
statements in the House—Wales today
and Scotland next week?

Mr. Speaker: | cannot answer that
point of order. The Secretary of State
will be subject to questioning at the end
of his statement.

4501
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Mr. Jenkin: Perhaps I may respond
to the right hon. Gentleman’s point, My
right hon. Friend the Chancellor of the
Duchy of Lancaster has taken note of
what he said, but that is a matter for
next week.

Mr. Rowlands: Will you advise us,
Mr. Speaker? The Secretary of State said
that the Secretary of State for Wales will
be making a statement today. If he is
not to make it orally, and as the state-
ment that has just started is described
as being about England and not about
Wales, are we to understand that the
Secretary of State for Wales may simply
issue a press release, or something like
that, and not make a statement in the
House and be subjected to the same in-
terrogation and questioning as the Sec-
retary of State for Social Services?

Mr. Speaker : The House must under-
stand that 1 cannot order any Minister
to make a statement in the House. I have
to deal with the statement that the Sec-
retary of State for Social Services is
making. [ cannot advise the hon. Mem-
ber for Merthyr Tydfil (Mr. Rowlands),
except to say that I have received no
request for a statement about Wales.

Mr. Rowlands : Will you tell us, Mr.
Speaker, whether it will be in order for
us, on this statement, to question the
Secretary of State for Social Services on
what is to happen in Wales?

Mr. English: On a point of order,

Mr. Speaker. Is it not correct that
it is only by courtesy that the
House hears a ministerial statement?
Would it not be a good idea if we refused
to hear the statement until the Govern-
ment have got themselves in order?

Several Hon. Members rose

Mr. Speaker: Order. I think that I
should call on the Secretary of State
make his statement.

Several Hon. Members rose

Mr. Order. Mr.
Foot.

Mr. Foot: Obviously, Mr. Speaker,
the House is in a considerable state of
confusion. The right hon. Gentleman
proposes to make a statement that refers
only to England, and he suggests that
there is to be a statement next week
about Scotland, but in the meantime

Speaker : Michael
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[Mr. Foot.]

we are not at all sure what is to happen
about Wales. It would appear, there-
fore, that Welsh Members are to be de-
prived of the opportunity of putting any
questions on what is to happen about
Wales, as the statement is to be made
not in this House but elsewhere.

I suggest that that is not the right way
to treat the House and that the best
course for the Government would be not
to make the statement today but to con-
sider the matter and tomorrow ask the
leave of the House to make a proper
statement. If such a course is not fol-
lowed, Welsh Members will be deprived
of their rights. I know that Conservative
Members may not worry about that, but
it worries Opposition Members. In view
of the comfusion in which the Govern-
ment have placed us, I suggest that they
should not proceed with the statement
now but should make it tomorrow, when
they have sorted the matter out.

Mr. Arthur Lewis: On a point of
order, Mr. Speaker. Is it not the case that
you have the sole right to decide whether
to grant permission for a statement to be
made, although invariably vou grant that
permission? We know that it is done in
order that the House may be advised and
informed of certain matters. In view of
the fact that a full report of the state-
ment has obviously been leaked by the
Minister and appears in today’s Daily
Telegraph, 1 suggest that no harm would
be done if you were to withdraw per-
mission for the statement to be made,
as my right hon. Friend the Member for
Ebbw Vale (Mr. Foot) suggested. Then
we could all read the statement in 7The
Duaily Telegraph and come back tomor-
row well prepared to put our supplemen-
tary guestions to the Minister.

Mr. English: Will you allow me, Mr.
Speaker, to move that the leave of the
House be not given for this ministerial
statement?

Mr. Cryer : I will second that.

Mr. Pavitt: On a point of order, Mr.
Speaker. Is it not the custom that before
a statement is made Opposition spokes-
men are issued with copies of it, so that
they may give some prior consideration
to it? Are you able to tell us whether
in this case the Opposition spokesmen
for Scotland and Wales have been issued
with statements, so that they may be in
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a position to deal with the proble hat

will face them?

Mr. Onslow : On a point of order, Mr.
Speaker. 1 understood you to have called
my right hon. Friend to make a statement,
and 1 do not see how you canm, so to
speak, “uncall ” him. Would it not be
a great deal more orderly if he were to be
allowed to make his statement? Hon.
Members who found some deficiency in
it could jump up and down afterwards.

Several Hon. Members rose——

Mr. Speaker: Order. The hon. Mem-
ber for Woking (Mr. Onslow) is right. I
have called on the Secretary of State 1o
make his statement. I have been taking
these points of order as a preliminary to
the statement that the Secretary of State
is likely to make.

Mr. Ennals: On a point of order, Mr.
Speaker. At the time when you called
the Secretary of State, presumably you did
not know that the statement would not be
dealing with Scotland and Wales, or that
no announcement would be made about
Scotland and Wales. May I, therefore,
second the motion that has been put by
my hon. Friend the Member for Notting-
ham, West (Mr. English), that permission
be not granted for the statement to be
made?

Mr. Speaker: 1 cannot accept such a
motion at this stage. I have already called
the right hon. Gentleman to make the
statement,

Mr. loan Evans: When * Patients
First ” was issued, it was issued by the
Welsh Office and by the Department of
Health and Social Security. 1 understand
that there is to be a statement about
Scotland in the House next week
[{nterruption.] 1 thought that that was
understood. That may happen. My point
is that the present statement does not re-
late to Wales and that the announcement
about Wales is apparently to be made
somewhere else. We have not been told
where it is to be made. Are not the Welsh
Members being denied the opportunity to
question the Secretary of State on what is
contained in that statement?

Mr. Speaker : It is not my intention to
confine questions to English Members—
[Interruption.] I can do no more to help
the House.
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E\-.aal: It is quite true, Mr. Speaker,
as you have said, that you had called on
the right hon. Gentleman to make his
statement and that he had started to make
it. Points of order have been made by
several hon. Members, and certainly those
from Wales have the larger grievance.
Surely, in the light of what has occurred,
it would be possible for the Leader of the
House to say that he will make arrange-
ments for a statement to be made to-
morrow about England, as well as such
statement as the Government may wish
to make about Wales.

National Health Service

If the Leader of the House were to
rise and make that suggestion, it would,
1 am sure, meet with the wishes of the
House. It would get us out of the diffi-
culty. Otherwise. there will be complete
confusion about when a statement s to
be made about Wales, when the Minister
can be questioned, and how the rights of
Welsh Members can be protected. |
suggest to the Leader of the House that
he is the person to rescue the House and
the Government from the difficulty. It
would be perfectly within the province
of the Leader of the House to suggest
that statements on both England and
Wales should be made to the House to-
MOrrow.

Mr. Speaker : Mr. Secretary Jenkin.
Several Hon. Members rose——

Mr. Speaker: Order. Points of order
can be raised but they must relate to
the rules of the House. I have tried to
help the House as much as I can. I
cannot do any more than call the Secre-
tary of State, who has already started to
make his statement. | suggest—{[/nterrup-
tion.] Order. I suggest that it is in the
best interests of the House that we keep
questions until after the statement has
been heard.

Mr. Faulds: Further to that point of
order, Mr. Speaker. There is, of course—
[Hon. MEMBERS: “ Speak up.”] I think
hon. Members will hear. There is another
avenue of approach open to you, Sir.
You could—it is within your powers—
either on your own decision or at the
request of the Chancellor of the Duchy
of Lancaster order a temporary suspen-
sion of the sitting of the House. That
would give an opportunity—[Interrup-
tion.]
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Mr. Speaker : Order. The hon. Gentle-
man must be allowed to make his point.

Mr. Faulds: Thank you, Sir, for your
protection. That would give the Chan-
cellor of the Duchy an opportunity to
order his minions, the Secretaries of
State for Scotland and Wales, to come
here, where they should be, and make
statements to the House rather than to
issue press releases that are not open to
immediate question by Members.

The Chancellor of the Duchy of Lan-
caster and Leader of the House of Com-
mons (Mr. Norman St. John-Stevas):
Mr. Speaker, as far as I can see, the
difficulty arises not over the statement
being made on England, but because a
statement is not being made on Wales.
We have had an indication that a separ-
ate statement is to be made on Wales. 1
suggest that while my right hon. Friend
the Secretary of State for Social Services
is making his statement on England I
should pursue the matter to see whether
the interests of other hon. Members can
be met and consult my right hon. Friend
the Secretary of State for Wales, who is
here.

Mr. William Hamilton : On a point of

order, Mr. Speaker. The Leader of the
House could go much further than that.
[ think that Scottish and Welsh Mem-
bers would be disinclined to accept that
unless we got a specific guarantee that
separate statements will be made on the
Floor of the House next week, or some
time soon. We must have that specific
undertaking before we are prepared to
consent to the statement being made by
the Secretary of State for Social Services.

Mr. Rowlands: On a point of order,
Mr. Speaker. [ appreciate what the
Leader of the House is trying to do. but
without a clear assurance before the
Secretary of State for Social Services
makes his statement, many hon. Members
will be in a dilemma. You have already
said that you might not confine vour
calling of hon. Members to English
Members. Unless we know that the
Secretary of State for Wales is to make
a separate statement this afternoon we
shall not know whether to pursue our
guestions with the Secretary of State for
Social Services. I hope that the Leader
of the House will be able to state cate-
gorically that the Secretary of State for
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Wales, who is present. will make a state-
ment on the Welsh aspects of this prob-
lem now.

Mr. Robert C. Brown: On a point of
order, Mr. Speaker. As a humble English
Back Bencher, I should like to refer to
the ruling that you gave a few minutes
ago. 1 appreciate that you were trying
to be extremely helpful to the House.
You intimated that if the Sccretary of
State were to be allowed to make his
statement you would not restrict questions
to English Members. I am sure that you
were frying to be very helpful, buot it
must be apparent that the moment the
Secretary of State for Social Services
is asked a question appertaining to Wales
by a Welsh Member or a Scottish
question from a Scottish Member,
he will say that it does not fall
within the purview of his responsibility.
No matter how responsible and helpful
you have tried to be. Mr. Speaker, the
Secretary of State clearly will not be able
to answer for Scotland or Wales. T feel
that we are entitled to a further statement
from the Leader of the House.

Mr. St. John-Stevas: Mr. Speaker, 1
have taken advantage of those cxchanges
to have a word with my right hon. Friend
the Secretary of State for Wales. I hope
that the House will be satisfied with this
suggestion: with your permission, after
my right hon. Friend the Secrctary of
State for Social Services has made his
statement, the Secretary of State for
Wales—[Interruption.] Just a minute ;
one think at a time—the Secretary of
State for Wales will make a statement,
and the Secretary of State for Scotland
will also make a statement on this sub-
ject, on a subsequent date, from this
Dispatch Box. I think that we have done
all that we can fo be reasonable, even
in July.

Mr. Jenkin: In response to the con-
sultative document “ Patients First ”, my
Department received over 3,500 com-

‘ments. I have had an analysis of these
comments prepared and a copy has been
placed in the Library. Further copies
will be available in the Vote Office in a
ew days. There is considerable support
for our proposal that the organisation
of the National Health Service should be
streamlined. Therefore, T am today issuing
a circular to health authorities on the
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changes to be made to achi this.
Copies of this and of my statement are
in the Vote Office.

On structure, we have decided to re-
move a tier of administration. Instead
of 90 arca health authorities administer-
ing 199 districts, we will create a single
tier of district health authorities. Each
will serve a population of—generally—
between 150,000 and 500,000, 1 have
asked the regional health authorities to
make recommendations to me on the
boundarics of the new authorities by the
end of mnext February after full
consultation with interested bodies.
I have told them that in order
to  minimise  upheaval the new
district health authorities should as
far as possible follow the boundaries of
existing health districts—including single
district areas—because this should in
most cases provide a satisfactory pattern.

I want the new authorities to enjoy
considerable autonomy in managing their
affairs. Greater freedom should encourage
a greater sense of responsibility : and
smaller authorities, closer to the com-
munities they serve, should be more res-
ponsive to local needs.

With a view to cnhancing local
autonomy still further, I intend later on
to review the role of regional health
authorities. Regions’ responsibilitics for
strategic planning, the allocation of
finance to the districts and the main-
tenance of financial discipline will remain.
Talks will be held between representatives
of the doctors, my Department and the
National Health Service on the future
management of medical staff contracts
with a view to seeking a way of recon-
ciling my desire for more autonomy at
the local level with the doctors’ genuine
concern that the benefits which have re-
sulted from the existing arrangements
should not be lost.

There is also strong support for our
other main proposal—to strengthen man-
agement at the local level and remove
the intermediate tier between the district
and the local unit. Each district health
authority, which will be served by a single
management team, will therefore arrange
the district’s services into defined units,
appoint senior people to manage them and
give those people their own budgets. As
far as possible, support services will be
organised at that level. My objective is
to get decision-making down to the
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hos and the community level. In
order to give authorities greater flexibility
on this, I am cancelling most of the
existing instructions that require them to
appoint specified officers to a substantial
number of posts. District health auth-
orities will decide for themselves what
posts to create.

I attach high importance to effective
collaboration between the National Health
Service and local authorities. 1 propose,
therefore, to retain the present statutory
requirement for joint arrangements for
collaboration. The creation of new
district health authorities will, how-
ever, mean that in many parts
of England health authorities and local
authorities will no longer have common
boundaries on a one-to-one basis. It is
my hope that in most cases two or more
district health authorities will make up
one complete non-metropolitan county. 1
am proposing, in line with many views
put to us, that health authorities should
average around 16 members—significantly
fewer than existing area health auth-
orities. Within this total, I propose that
local authorities should appoint four
nominees.

There has been considerable support
for community health councils : they will
be retained in the new structure, with one

CHC for each district. Later this year
I shall issue a consultative paper seeking
views on their membership. role and
powers. When, after a few years, we
have had experience of the working of the
more locally-based district health authori-
ties, 1 shall review the longer-term case
for retaining these separate consumer
bodies.

As foreshadowed in “ Patients First ™,
I intend to retain the structure of family
practitioner committees, but I shall wish
to study all the suggestions that have been
made to improve collaboration with
health authorities, especially in the plan-
ning of primary care.

I attach importance to close working
between the National Health Service and
universities with medical schools. 1 shall
discuss with interested bodies the present
arrangements for designating some health
authorities as teaching authorities, taking
account, for instance, of the extent to
which medical students are now taught in
hospitals run by non-teaching authorities.

The changes that I have announced
imply no criticism of Health Service
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managers. They have had to work in
what turned out to be an unduly compli-
cated structure. It is much to their credit
that the Service has achieved what it has.
However, staff at all levels will be affected
by the changes, and there must be full
consultation with stafl interests on the
ways in which change takes place. Staff
must know that they are going to be
treated fairly. We have put forward what
I hope are seen as fair proposals for the
filling of posts in the new authorities, for
staff protection and for early retirement
and redundancy compensation. These
proposals are being discussed with the
staff sides and 1 hope that satisfactory
agreements can be reached soon.

The 1974 reorganisation represented a
major step forward in the integration of
hospital and community health services,
including primary care. It is the Govern-
ment’s policy, like that of our predeces-
sors, that people should receive care in
the community wherever possible.
Further, the National Health Service is
often criticised for neglect of prevention
and of the more positive aspects of health
promotion. The changes that I am an-
nouncing in structure and management
will, by making the Health Service much
more a local service serving local com-
munities, reinforce this priority for com-
munity care, and should lead also to the
closer involvement of the public with
policies to promote good health. In this,
the role of the relatively new medical
speciality of community medicine will be
of increasing importance.

The main purpose of the changes that 1
am announcing is to provide a Health
Service that is better and more efficiently
managed, and where local decisions can
be taken more quickly by local people. At
the same time, I am confident that it will
be possible to make significant reductions
in management costs, and I have told the
Health Service that I expect these to be
reduced, after a transitional period, by
about 10 per cent., equivalent to about
£30 million a year at present costs. This
will release resources which could be used
for patient care.

Management and structure, though im-
portant, will not solve all our problems.
The Government have already embarked
on a number of initiatives designed to get
better value for money, improve links
between the Health Service and local com-
munities, and raise standards. In the
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autumn I intend to issue a document out-
lining the Government’s strategy and
priorities for health. The proposals that
I am announcing today will, when car-
ried into effect, help to achieve what we
a better service for our people.

all seek

Mr. Orme : The Secretary of State for
Industry should have been present on
the Government Front Bench to witness
the U-turn that the Government have
made on the National Health Service and
the correction that they are attempting
to make to his disastrous reorganisa-
tion. We shall want to consider the state-
ment in detail. It contains a great deal
of information and far-reaching proposals.

The Secretary of State has spoken of
making a statement later in the year on
future proposals. 1 have before me a
document that the right hon. Gentleman
sent to the chairmen of regional area
health authorities recommending the ex-
tension of private practice within the
Health Service, to which we are totally
opposed. Within that document he
excludes certain areas for consultation.
He states that certain areas cannot be
taken as a basis for consultation.

I welcome the fact that the right hon.
Gentleman is to retain community health
councils despite the antipathy shown by
him and other Ministers towards the
councils when they came into office. Why
does not the right hon. Gentleman con-
cede defeat on this issue? Why does he
not accept that the councils have a crucial
part to play in representing patients with-
in the NHS and allow them to play their
full part?

I note what the right hon. Gentleman
has said about savings. It seems that
the Government’s proposals will lead
to a reduction in managerial staff of
about 10 per cent. leading to savings of
about £45 million gross. It is my under-
standing that that will mean the loss of
about 4,500 management jobs and a net
saving to the NHS of about £30 million
a year. We want to know exactly how
that is to be achieved and how it will
affect the morale of the staff within the
NHS.

That leads me to the redundancy agree-
ment that the right hon. Gentleman has
failed to reach with the trade unions, not
least with NALGO. He has failed to
agree to a staff commission, which NHS
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members have ecorrectly requested, hat
their position may be considered along
with the issue of redundancies. Are there
to be redundancies, or is there to be
natural wastage and reorganisation?

Linked with redundancy is the issue
raised by my hon. Friend the Member
for Wood Green (Mr. Race), namely,
consultations with the TUC and unions in
the Health Service such as COHSE,
NALGO and NUPE. Is the Secretary of
State having consultations with those
unions? If so, how are the consultations
proceeding?

Mr. Michael Morris: What about the
patients?

Mr. Orme : When we dealt with com-
munity health councils, we were dealing
with the representatives of patients. It
was the Conservative Party that wanted
to get rid of that representation. We are
concerned about patients. We did not
hear very much about patients from the
right hon. Gentleman.

[ turn to the question of democracy
within the Health Service. The Govern-
ment are taking a backward step by
reducing local government represeniation
on the new district health authorities.
To reduce that representation from a
third to a quarter with a maximum of
16 members means that where there have
been eight local governmment represen-
tatives in the past there will be only
four in future. Local government repre-
sentation, which is an indirect method of
democracy, has, in effect, been removed.

My next concern is the size of districts.
There seems to be a change in the state-
ment and in the paper that the right hon.
Gentleman has issued from that which
was proposed in “ Patients First™. It
applies to sizes and areas. I hope that
he will comment on that and will tell us
the number of areas in which he envisages
there will be more than one district. I
had hoped that reorganisation would get
rid of overlapping in the National Health
Service.

Paragraph 33 of the Secretary of State's
circular states:

_ “The disappearance of AHAs . will
impose special strains which could lead to a
serious breakdown This must not be
allowed to happen.”

What does the Secretary of State mean
when he says that it should

“not be allowed to bappen? "
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Hc ill he prevent it? What action will
he take?

National Health Service

Conservative Members should recognise
that we are dealing with patients and
with 1 million employees. This is an
important subject. The Tory Govern-
ment made such a hash of the previous
reorganisation that we want to get it right
this time. I notice that there is an
appendix to the document which deals
with London. However, it does not deal
completely with London, and there is an
urgent need to hold a major inquiry.

The Secretary of State has made his
statement against a background of pub-
lic expenditure cuts in the National Health
Service. We are concerned about the
maintenance and improvement of the
National Health Service. We are also
concerned about patients within the
National Health Service. and about fund-
ing. While some of the proposals for
reorganisation may be scen as a sign of
progress, the proposals do not meet the
problems of the National Health Service
today.

Mr. Jenkin: Given Labour

that the

Party has always expressed itself broadly
in favour of such streamlining. I think

that that was a fairly uncharitable re-
sponse from the right hon. Gentleman.
The document is not concerned with
private practice, although perhaps it is
characteristic that the right hon. Gentle-
man should have made that his first
question. 1 have never shown any anti-
pathy towards community health coun-
cils. Over the next few years those bodies
must be seen to justify their existence,
because they cost money.

Most of the stalf associations and
unions that responded to the document
* Patients First ™ expressed themselves
broadly in support of the proposals for
streamlining and decentralisation. The
terms for protection and redundancy and
the other issues that the right hon. Gen-
tleman mentioned, are being negotiated
by a special negotiating group, which is
a sub-committee of the general Whitley
council.

[ consulted all the main unions involved
in the National Health Service. Either
my hon. Friend the Minister or I met the
unions and discussed their representa-
tions. We agree with the Royal Commis-
sion that collaboration between health
authorities and local authorities depends,
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above all, on the will to collaborate. It
does not depend on the number of local
authority members on health authorities.

The right hon. Gentleman was right
about the size of the district. In * Patients
First > we leant towards the larger dis-
trict. However, the representations that
were made to us suggested overwhelm-
ingly that the smaller district would be
more in accordance with the wishes of
those who run the National Health Ser-
vice. That is why we made that shift.

I shall now turn to finance and the
risks of breakdown mentioned in para-
graph 33 of the circular. When the Nat-
ional Health Service was last reorganised,
control over finance was not as good as it
should have been during the change that
took place after the election. We intend
to take steps, through regional treasurics
and, in particular, by sctting firm man-
power management cost limits on each
health authority, to ensure that financial
control remains intact.

I understand the right hon. Gentleman'’s
wish for a more general inquiry into
London. 1 have appointed an advisory
committee under the chairmanship of Sir
John Habakkuk, to advise me on all the
issues involved. The appendix gives ad-
vice on the reorganisation of London and
it is one of the first pieces of work that
the advisory committee has done. 1t is
attached to the circular with my blessing.
London has difficult problems. However,
I do not believe that an open public
inquiry, which would necessarily take a
long time, would help towards their reso-
lution.

Mr. Beith: Will the Secretary of State
note that we certainly support any at-
tempt to undo the damage done by the
Secretary of State for Industry when he
wished such a ridiculous structure on the
National Health Service? Does the right
hon. Gentleman recognise that getting
decision making down to the local hos-
pital and local community level is at least
as important as removing a tier from the
administration? Will he continue to
emphasise that point? Does he accept
that community health councils will re-
main essential unless there is more de-
mocracy in the National Health Service
and unless Ministers appoint fewer
people. not more? Are there not too
many jobs for the boys in the appoint-
ment of such bodies?
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Mr. Jenkin : I support the hon. Gentle-
man’s remarks about the need to make
decisions at the community and hospital
level. In “ Patients First” we said that
that was the most important feature of
reorganisation. We want to make it work
effectively. As long as almost all finance
comes from central Government and from
my Department in the form of cash allo-
cations to the National Health Service the
Department is accountable. I or the re-
gions therefore, must, appoint the mem-
bers of health authorities. As the hon.
Gentleman knows, we are examining
alternative methods of financing the
National Health Service. By getting
greater decentralisation by means of an
msurance system, local health authorities
may become more accountable to local
communities.

Mr. Crouch : I am glad that my right
hon. Friend and his colleagues on the
Front Bench have responded to the
genuine demand for three separate state-
ments. There are three separate health
organisations and that is, therefore, ap-
propriate. I am grateful to my right hon.
Friend. 1 am delighted that he has taken
note of the desire to retain community
health councils. They provide an element
of democracy for the community and for
the patient. They cost the smail sum of
about £4 million a year. If the number
of clected local government representa-
tives on the new district health authori-
ties is to diminish, my right hon. Friend
should consider whether the amount of
money provided should be increased and
whether it is possible for such representa-
tives to put in the proper amount of time.

[ am concerned about democracy in
this essential aspect of our social services.
My right hon. Friend said that local deci-
sions, taken more quicky by local
people, was his aim. I have heard nothing
this afternoon from my right hon. Friend
to suggest that decisions about disputes
among the one million employees will be
taken at a local level. If they were taken
at a local level and not referred all the
way to the Seeretary of State, we might
eliminate the disputes that must arise
when people are employed by an
employer, who is also a Secretary of
State.

Mr. Jenkin: I thank my hon. Friend
for his support. The community health
councils and those who spoke for them
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have made their case. One of 1 -
ments that weighed with me was that
community health councils have many
members from voluntary bodies. They
are often best placed to speak on behalf
of the Cinderella services, such as the
services for the mentally ill, the men-
tally handicapped and the very old. Such
people might otherwise not receive the
priority treatment that successive Minis-
ters have desired to give them. We shall
be issuing a consultative paper on com-
munity health councils later in the year.
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As I said in answer to the hon. Mem-
ber for Berwick-upon-Tweed (Mr. Beith),
local decision-making is a crucial part
of the reorganisation. We intend to
ensure that the people who run the show
in the hospitals and in the communities
have seniority and experience, and their
own budgets, so that they can take
decisions on the spot. Such people will
include the administrator and senior
nurse who might be called the director
of nursing services. They will have the
authority.

I am surprised at what my hon.
Friend said about disputes. We brought
to fruition the initiative taken by the
right hon. Member for Norwich, North
(Mr. Ennals) for establishing local dis-
putes procedure. Since I have been in
office no industrial dispute has been
decided by any Minister in this Govern-
ment.

Mr. Speaker: Order. I remind (he
House that there is to be a statement by
the Secretary of State for Wales. If ques-
tions are succinet T shall be able to call
more hon. Members.

Mr. Ennals: Does the Secretary of
State recognise that most people in the
country and in the Health Service will
welcome the decision to put right most
of the gross errors committed by (he
present Secretary of State for Iadustry?
Is he aware that most people will also
welcome the decision to retain the com-
munity health councils? We welcome
the tribute that he paid to the adminis-
trators, who have done a difficult job.

The Secretary of State referred to deci-
sions being taken at a local level. |
agree with the spirit of that, May we
bave an assurance that the Service will
continue to be a National Health Ser-
vice, with national standards? Many
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of grilicisms of “ Patients First” im-
plicd"that the Secretary of State was look-
ing too much towards a hospital-based
service as opposed to a community-based
service. Will he comment on that criti-
cism, since such a proposition would be
a backward step?

Naiional Health Service

Mr. Jenkin: [ thank the right hon.
Gentleman for his welcome for the main
thrust of our proposals. Of course, we
have a National Health Service and we
shall progressively work towards achiev-
ing more national standards through the
resources allocation process. The speed
at which we can do that depends on
the money available. The view that
“ Patients First ¥ was hospital-crientated
was partly due to inadequate drafting
and partly due to a misunderstanding by
the readers. There was never any inten-
tion that it should be so.

If the right hon. Gentleman studies the
circular he will discover that it fully
endorses what 1 say. For example, a unit
can be a mental illness hospital, the
psychiatric community services, and the
psychiatric services in a district general
hospital. T believe that a more local
service will reinforce the general pro-

position that as many patients as pos-

sible should be cared for in the

community,

Mr. Paul Dean: Will my right hon.
Friend confirm that the essential element
in his statement is that we can now
welcome back the hospital matron and
that management decisions will be made
in the local hospital and in other places
where health care is given? Will my
right hon. Friend keep an open mind
about having exactly the same pattern
of administration throughout the country?
Docs he accept that in some compact
counties, such as Avon, savings on ad-
ministration and co-operation with a
university and with the social services of
the county council might be best achieved
by having one tier of administration
rather than several based on the districts?

Mpr. Jenkin : T am grateful for my hon.
Friend’s welcome. If a health authority
decides, with the consent of the staff, that
the senior nurse in a hospital should be
called a matron, I shall have no objec-
tion. Of course, it is not an appropriate
title for a male nurse. 1 believe that
there will be wide support for the pro-
position that there should be a senior
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authoritative chief nursing officer in each
hospital to reassert authority.

My whole instinct leans towards the
pattern of district health authorities that
I outlined in my statement. The over-
whelming thrust of representations rein-
force that view. Bodies and organisations
running the health services on the ground
are in favour of that pattern of reorgan-
isation. It will be for the regions to
put forward proposals for the structuring
in their regions. My hon. Friend and
others who have views should put them
with all the force that they wish to the
regional health authorities so that they
can be taken into account.

Mr. Pavitt: The Secretary of State
has made a wide-ranging and compre-
hensive statement, which will affect the
whole of the National Health Service.
It is the prelude to a number of statutory
instruments arising from the Bill that will
reach the statute book shortly. May
we have an undertaking that the Secretary
of State will consult the Leader of the
House so that immediately after the re-
cess we might have a full-scale debate
on the matters which are too complex
for a question and answer session?

The regional health authorities are to
advise the Secretary of State on the
boundaries for the new district health
authorities.  What is the position of
Members of Parliament? Do we make
our representations about boundaries to
the regional health authorities? Will we
have the opportunity, through a Select
Committee for example, to discuss that
matter?

Will the Secretary of State say more
about coterminosity with the social ser-
vices departments? The Secretary of
State has made a hospital-oriented state-
ment. What will happen to the family
practitioner commitees? Will they be
split up and become part of the district
health authorities? In what way will the
general practitioner be integrated with
the new work? Will there be a further
tier at hospital level comprising a com-
mittee governing the district general
hospital. for example?

Mr. Jenkin 1 am grateful for the hon.
Gentleman’s welcome of the proposals.
He will know that it was agreed earlier
in the year that there should be a full
day’s debate at some stage which could
be linked with the statutory instruments
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which carry into effect the first stage of
the reorganisation. The precise date is
& matter for the Leader of the House.

In the first instance the Regions will
recommend boundaries after consultation.
In the end T shall decide in any case over
which there is a dispute.

* Patients First ™ makes it clear that it
would be ideal if it were possible to
have a wviable district health authority
coterminus with its local social services
authority. There is wide-spread recogni-
tion that in 1974 the principle of cotermi-
nosity was elevated to the point where
it operated to the detriment of the man-
agement of the Health Service.

The question of family practitioner
committees will have to be considered
when we know the district structures and
to what extent it is necessary to make
wse of the powers in the Bill being con-
sidered in another place. which re-
organises the family practitioner com-
mittees.

Mr. McCrindle : Is my right hon. Friend
satisfied that the welcome moves that he
has announced really will lead to a re-
duction in bureaucracy within the Health
Service? Is he aware of the widespread
fear that the staffs of the area health
authorities will be queueing up to join
the newly formed district authorities? Is
he aware of the fear that the district
authoritics might start operating more
highly staffed than is strictly necessary?
When my right hon. Friend considers the
composition of the community health
councils, will he take into account the
possibility of voluntary bodies being more
prominently represented?
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Mr. Jenkin : I am grateful for my hon.
Friend’s support. Our settled determina-
tion is to reduce the amount of burcau-
cracy in the National Health Service. We
shall impose strict management cost limits
and it will not be open to health autho-
rities to overstaff their structures. There
is widespread support for the view that
voluntary bodies should be more fully
represented on CHCs. That is one of the
matters on which we shall consult inter-
ested bodies later in the year.

Mr. Arthur Lewis: 1 am the only hon.
Member present who had the pleasure of
voting for the Health Service, against the
Tories, when it was introduced, and 1 was

45 0 10

23 JULY 1980

(Enclaned)

overlooked by you, Mr. Speake lay
I therefore congratulate the Secretary of
State on retaining community health coun-
cils—a decision that gives my constituents
and myself great pleasure? The right
hon. Gentleman avoided the question of
the hon. Member for Bérwick-upon-
Tweed (Mr. Beith) on costs, How many
thousands of millions of pounds has
* Joseph’s folly ” cost the Exchequer and
the taxpayer? The Government wish to
cut expenditure, and perhaps the right
hon. Gentleman can later give us a figure
for the cost of “ Joseph's folly ”.
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Mr. Jenkin: The hon. Gentleman will
recognise that his second question, by its
nature, is impossible of answer., There is
widespread recognition that the structure
is over-elaborate and cumbersome, which
has hampered decision-making.. Some
very unkind remarks have been made
about my right hon. Friend the Secretary
of State for Industry, but at the same
time Labour Members have been swift to
praise community health councils. He
myvented them. '

Mr. Hordern: Does my right hon.
Friend recollect that when area health
authorities were formed during the previ-
ous reorganisation of the Health Service
the number of administrators increased
by about 20,000, which was 25 per cent.,
in what my right hon. Friend describes as
an unduly complicated structure, which
the Labour Government did nothing teo
correct? As area health authorities are
to be abolished, may we expect a com-
mensurate reduction in administrators?

Mr. Jenkin : Although in Health Ser-
vice terms people are called administra-
tors, the great majority are managers.
Competent and effective management is
essential to manage £8 billion or £9 bil-
lion. We want to make sure that that
management works within a structure in
which it is possible to manage effectively.
I believe that that will mean fewer ad-
ministrators, which will in no sense re-
duce the enormous importance to be
attached to the administrative function
of managing the National Health Ser-
vice.

Mr. Joseph Dean: As an ex-local

authority member of an area health
board, may I tell the Secretary of State
that his propesals to increase the reduc-
tion from 20 per cent. to 25 per cent.
will be greeted with dismay? Bearing m
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mi’}_\-’ recent experience, of which the
h

right hon. Gentleman is aware, does he
really believe that his proposals will
democratise the Health Service? When I
wrote to the right hon. Gentleman on
2 July I pointed out that the chairman
of the Yorkshire regional health auth-
ority had refused point-blank to let me
have, as a Member of Parliament for a
Leeds constituency, the proposals that
arca health authorities were making in
response  to * Patients First™.  Sir
William Tweddle is answerable to no one,
and apart from the refusal I have received
only an acknowledgement card. May we
be assured that we shall be given more
consideration over these proposals?

National Health Service

Mr. Jenkin: Therc is not universal
support for reducing the number of local
authority members. However, apart from
local authority associations, which wanted
a measure of retention or increase, vir-
tually everyone concerned primarily with
the Health Service argued for much
smaller health authoritics and smaller
local authority representation. That is
the view that we accepted.

Mr. Race : How many?

Mr. Jenkin : The hon. Gentleman will
be able to look at the summary of the
responses to “ Patients First ™ and make
a judgment. Without wishing to com-
ment on the issue raised by the hon.
Member for Leeds, West (Mr. Dean), in
the light of the consultations, regions
have been taking informal soundings in
their areas on how they might respond
once they saw which way the wind was
blowing. Those soundings are informal,
purely to inform the administrators at
regional level what may come forward.
The formal consultations required by the
circular that T am issuing today will take
place on a wide and public basis, and
Members of Parliament are included
among those who will have to be con-
sulted.

Mr. Kershaw: May I welcome my
right hon. Friend's retention of com-
munity health councils, which is a pru-
dent insurance? Will the greater inde-
pendence that it is proposed to give to
local bodies include the possibility of
their collaboration with the private sector
in medicine, if that seems to them to be
a good idea?
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Mr. Jenkin: We are consulting the
Health Service on how best to bring for-
ward collaboration with the private sector.
It is not in the best interest of patients
and people generally to maintain the
medical apartheid that our predecessors
invented. We wish to encourage colla-
boration in every way possible. 1 hope

that the new local health authorities will
be able effectively to carry that forward.

Mr. Speaker: Order. 1 propose to
call the three Conservative Members who
have been standing and four Labour
Members.

Mr. Faulds: Has the right hon. Gen-
tleman requested a letter of apology, re-
gret and contrition from his right hon.
Friend for having created the chaos,
which he has a genius for doing with
whatever he touches, by his original re-
organisation of the NHS, from which the
right hon. Gentleman is now t(rying to
extricate us? If not, should he not do
so?

Mr. Jenkin: The hon. Gentleman
should recognise that one of the main
purposes of my right hon. Friend’s re-
organisation six years ago was the much
closer integration of hospital services,
community services and primary care. That
has been substantially achieved, and we
are building on that achievement.

Dr. Mawhinney: May [ congratulate
my hon. Friend on his most welcome
statement, which is not only moderate
and sensible but puts patient care first?
Does he plan to say anything about the
ambulance service in the near future?

Mr. Jenkin: When my hon. Friend
studies the circular he will see that there
is a paragraph about services that are cur-
rently carried on at area or other levels.
It will be for health authorities to make
recommendations and to consult on how
best those services can be carried on in
the new structure. A whole range of
options are open to them.

Mr. Race: Will the Secretary of State
assure us that when the consultative docu-
ment on community health councils is
issued later this year there will be no pro-
posal to reduce the statutory power of a
CHC to refer a hospital closure to the
Minister? Will he also assure us that there
will be no attempt to reduce the propor-
tion of local authority representatives on
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community health councils? Can he con-
firm that regional health authorities will
also be asked to make a 10 per cent.
reduction in management costs, notwith-
standing the amount of management ex-
penditure that they incur at present?

Mr. Jenkin: With regard to the hon.
Gentleman’s question about the con-
sultative paper on CHCs, I am sure that
he will agree that both the points that
he raises are matters on which it would
be wise to consult a wide range of people
before we determine the matter. It will
be for the regions to decide in relation to
each of the health authorities for which
the management cost limit is imposed,
what is the appropriate limit. Tt would

be impossible for me to do that ceatrally.

Mr. Latham: Since the county of
Leicestershire, with 800,000 people, which
currently has one area and three district
health authorities, will presumably have
two or even three district health auth-
orities under the proposals, will my right
hon. Friend assure us that he will not
allow bureaucratic co-ordinating com-
mittees to be set up to deal with the
lack of coterminosity?

Mr. Jenkin: The word “flexibility ”
has shone through a great many of the
representations that have been made. We
have been asked to leave the maximum
flexibility for lacal health authorities to
decide on their own structure. The only
statutory requirement will be to have a
team of officers at district level and
senior managers at hospital and com-
munity level, and to have a joint con-
sultative committee. Apart from that, it
will be for local health authorities to
determine how best to organise their
management structure, which will include
the matter mentioned by my hon. Friend.

Mr. Hardy : Is it not clear that, what-
ever changes are made, the areas that
receive an inadequate share of NHS re-
sources will continue to experience severe
need? South Yorkshire patients come
second. In carrying out the changes, will
the Secretary of State guarantee the im-
provement in provision without which
no ?administrali\r'c change can be success-
ful?

Mr. Jenkin: I am not sure that that
arises out of the statement, but I refer
the hon. Gentleman to the public expen-
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diture White Paper, which pmp’ an
increase in resources nationally of Ncarly

2 per cent. a year up to 1984.

Mr. Michael Morris: Is my right hon.
Friend aware that the extent of his con-
sultations on “ Patients First” is widely
welcomed? What safeguards are there
for the district health authorities that
disagree with the apportionment they
receive from the regional health authority,
as happens now, certainly in the Oxford
region?

Mr. Jenkin: I have not detected that
district health authoritiecs are slow to
bring their gricvances to the altention
of Ministers, either directly or through
their Members, and that channel will
remain open. In the end, the allocation
by the regions must be a matter for them,
because otherwise there would be an
cnormous mass of centralised decision
making in my Department,

Mr. McNally : Where do health centres
fit in to the right hon. Gentleman’s gen-
eral philosophy on primary care? Will
he give an assurance that when an area
authority is convinced that, because of
low income or social stress, a health centre
is needed in a particular area, there will
be no attempt by the Government to
dissuade it from going ahead?

Mr. Jenkin: Two factors that must
dominate in deciding whether a health
centre is built are whether there is a
demand for it and whether it will be used
effectively. If those criteria are satisfied
and the resources are available, a health
centre may be built. But too many health
centres have stood empty or been used
for other purposes. That is why we are
taking a more cautious view on the build-
ing of health centres.

Mr. Moyle: No doubt the Secretary
of State will agree that, apart from look-
ing after patients first, onc of the major
arguments for reorganising the NHS is
to improve staff morale. A serics of
officers of health authorities—laundry
officers, catering officers, works officers
and those in personnel and medical
records, together with some nurses—are
being organised on a functional basis
which is to be swept away. They will be
placed in district health authoritics with-
out a structured organisation underneath
them. What action does the right hon.
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Ge man intend to take to protect those
groups?

National Health Service

The right hon. Gentleman did not answer
a question put by my right hon. Friend
the Member for Salford, West (Mr. Orme).
Will he institute a staff commission to
look after the staft? After all, we cal-
culate—and I should like the right hon.
Gentleman’s confirmation—that  about
4,500 management jobs in the NHS in
England are likely to go.

The right hon. Gentleman’s proposal
to subject community health councils to
continual review will be regarded in the
country as a rather clumsy attempt, which
will fail, to emasculate bodies that should
be essentially independent if they are to
do their job. Does the right hon. Gentle-
man realise that his fragmented approach
to the future planning of health services
in London is not carrying the people of
London and that that will lay up trouble
for the future?

Will the right hon. Gentleman look
again at the problems of community and
social service planning? The organisa-
tion that he has introduced has made that
much more difficult by moving away from
coterminosity, reducing the number of
local authority representatives on health
authorities and making the institution of
joint planning machinery between the
two groups much more difficult. Is he
aware that some district health authori-
ties, covering populations of 150,000,
will be too small to do their job?

Mr. Jenkin :
the groups to which
Gentleman referred is the subject of
negotiation in the special negotiating
group to which I referred. The question
of a staff commission has been raised
with me by the unions. but I am ex-
tremely loth to go for the sort of
cumbersome, burcaucratic staff commis-
sion that was set up under the 1973
Act. I am certainly prepared to consider
a national appeals procedure for the few
cases that cannot be resolved through the
regional appeals machinery.

The action to protect

the right hon.

There will not be a continuous review
of CHCs. 1 said that it would be right
to look at them again after some years.
The councils can plan for the next few
years on the basis that they have a clear
function to perform.

We have been over the ground on the
provision of health services in London,
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and I disagree with the right hon. Gentle-
man’s views. I want to see reorganisation
in London taking place, if possible,
within the same time scale that applies
to the rest of the country. The massive
public inquiry that the Labour Party is
advocating would make that impossible.

As for planning with social services,
the logic of the right hon. Gentleman’s
question is that, if we are to keep a
whole number of one-to-one cotermino-
sity arrangements with every local autho-
rity, the NHS will retain its existing
over-cumbersome, bureaucratic structure.
The right hon. Gentleman cannot have it
both ways.

Dr. M. S. Miller : On a point of order,
Mr. Speaker. May 1 ask you whether,
when future statenynts affecting England
are made and we are promised by the
Leader of the House that later statements
will be made for Wales and Scotland,
you will make that clear to us before-
hand so that those of us who represent
Scottish constituencies will know where
we stand? Even those of us who repre-
sent Scottish constituencies have general
interests affecting the NHS and we should
like to have been brought into the
debate.

Mr. Speaker: I understand the hon.
Gentleman's feelings. I made the offer to
the House earlier that 1 would call hon.
Members from all parts of the United
Kingdom. It was brushed aside and the
demand for another statement continued.
Another statement is about to be made,
and the House has been given an assur-
ance that there will be a statement on
Scotland next week. 1 felt that I had
better confine myself to calling those
who represent English constituencies,
and even so many English Members
have not been called.

Mr. Cryer: On a point of order, Mr.
Speaker. 1 wish to raise a point that I
have raised on a number of previous
occasions. I thank you if you have used
your influence in getting the statement
of the Secretary of State for Social Ser-
vices deposited in the Vote Office today.
You have demonstrated your sympathetic
support for statements to be deposited in
the Vote Office when they are made by
a Minister to the House.

It was of assistance to have today's
statement put in the Vote Office. The
process was relatively painless for the
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Government—at least as regards the
depositing of the statement—and was
helpful to Back Benchers. If you used
your influence, Mr. Speaker, I urge you
to continue to use it with other Ministries
so that, as a matter of routine, most major
statements are put in the Vote Office
when they are made. It is a stzp forward
and should be marked as such.

Mr. Speaker: 1 should tell the hon.
Gentleman and the Hcuse that the virtue
that he attributes to me belongs to the
Leader of the House, because the state-
ment was not deposited in the Vote Office
as a result of pressure from me.

Mr. Kenneth Lewis: On a point of
order, Mr. Speaker. As a mere English-
man, I am sorry to prolong the proceed-
mngs, but we are setting an unfortunate
precedent if, when a statement is made by
a United Kingdom Minister, statements on
similar lines have to be made by the
Secretaries of State for Scotland and
Wales. T object to that. Tt is not in
conformity with the best traditions of
Parliament, and I hope that it will not
happen again.

Mr. Speaker: With the name that the
hon. Gentleman has the privilege of
enjoying, he might have claimed to be
Welsh.

Mr. Parry: On a point of order, Mr.
Speaker. Would it be possible for vou

to call Members from the regions? We
on Merseyside have hospitals being
closed at a rate exceeded only by the
rate of unemployment in Liverpool.

Mr. Speaker : Order. It will be intoler-
able if I am to be told that T must go
into almost every constituency. The hon.
Gentleman is not being fair to me. I
have to think of the rest of the House.
I called an hon. Member from Lan-
cashire, as the hon. Member for Liver-
pool, Scotland Exchange (Mr. Parry) will
see if he looks at the list.
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The Secretary of State for Wales (Mr.
Nicholas Edwards): With permission, I
should like to make a statement on
changes in the organisation and manage-
ment of the National Health Service in
Wales.

I have today published a statement
“The Structure and Management of the
National Health Service in Wales ™ which
sets out my preliminary conclusions fol-
lowing the consultations on * Patients
First ”. 1 emphasise that these are pre-
liminary conclusions, ahd, in effect, this
is a consultative document.

It reaffirms my intention that respon-
sibility for managing the Service should be
delegated as close as possible to the point
at which patient serviees are provided by
creating a new system of strong health
management units at local level. I con-
firm also that community health councils
are to be retained as are the existing ar-
rangements for administering family prac-
titioner services. There has not been
general support for the view that it is not
necessary for Wales, in its particular cir-
cumstances, to suffer the upheaval of
breaking up the existing eight area health
authorities in order to get the benefits of
good management. It is evident, how-
ever, that many people have not under-
stood the full implications of the pro-
posal to delegate management authority
to health units. I have therefore conclu-
ded that before I make final decisions
there should be further opportunity for
comment in the light of the explanations
in the statement and of local consulta-
tions about the pattern of health units. I
am also inviting further comment on the
arrangements at all Wales level, where [
propose to set up an advisory Welsh health
council comprising representatives of the
health authorities, the professions and the
Welsh National School of Medicine. My
mtention is that the council should meet in
public thus facilitating public awareness
of debates on major health issues. I also
propose to promote further co-operative
working between health authorities.

I wish to minimise continuing uncer-
tainties, particularly for NHS staff, so I
am asking that further comments be sub-
mitted to me by 31 December, and I
would then hope to publish final decisions
early in 1981.
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.Alec Jones: First, 1 hope that [

the Secretary of State has learnt a valu-
able lession this afternoon that, in the
discussion of matters as important as this,
it is not on to try to get away with it by
dealing with it in a planted written ques-
tion by an hon. Member who is not even
present in the House. This is seen by
Opposition Members as a matter of some
considerable discourtesy because my hon.
Friends have still not been able to obtain
a copy of the parliamentary answer that
the Sccretary of State read out so
eloquently, or a copy of the statement to
which his answer refers.

Certainly, the Opposition welcome the
decision to retain the community health
councils in Wales, but we still suspect that
these councils will have insufficient teeth.
I notice in his statement, the Secretary of
State for Social Services indicated that a
consultation paper would be issued about
the community health councils, their
powers, their role and their membership.
I would hope that there would be a simi-
lar consultation paper for Wales,

What consideration was given more
fully to integrate the family practitioner
committees into the area health authori-
ties? I recall that when the NHS was
reorganised in its present structure this
matter demanded some attention.

I believe that the decision to set up an
advisory Welsh health council is at least
a step in the right direction, but I wonder
why the Secretary of State has decided
not to have an all-Wales health authority.
Why not give the Welsh health council
the powers that regional health authori-
ties exercise in Engl.md’

Finally, I understand that the Secretary
of State’s statement indicates that there
will be further discussion before the
pattern of the health units is decided.
All the arguments put forward this after-
noon by the Secretary of State for Social
Services apply equally in ['mcland as they
do in Wales. If England is to have
locally-based district health authorities,
why should this not apply to Wales as
well? We would like a much fuller
explanation of that point.

The English statement referred to the
present NHS structure as * unduly com-
plicated ”. We do not want such a struc-
ture for Wales, but I am not convinced
that the right hon. Gentleman’s state-
ment does much to ensure that we do
not get it.
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Mr. Edwards: I assure the House
that 1 was not attempting to get away
with anything in not making a statement
in the House. Genuine problems occur
when there are three different Ministers
responsible for similar subjects. We do
not want to overload the House. The
reason why I had not intended to make
a statement is that we are issuing a new
consultative document and there will be
plenty of opportunity for hon. Members
to make representations and debate the
issues. I did not think that it was the
best way forward to deal with the issues
that are handled in this document simply
by a quick exchange across the Floor of
the House. I am not announcing any
final decisions about the structure of the
NHS in Wales this afternoon.

The right hon.
community health

Gentleman referred to

councils having in-
sufficient teeth. We propose, in at lecast
one major respect, that they should be
given an important new role. We are sug-
gesting that in Wales they should estab-
lish sub-committees to work very closely
with the new health units at local
level so that we can inject into the
management of the health units at local
level a real participation by local people
through the community health councils.
This is an interesting development. We
are putting forward suggestions and we
shall welcome people’s views. This is
a real step forward and a major new
role for CHCs in Wales.

On the question of family practitioner

services, I do not belicve that we re-
ceived significant representations on this
point in the round that we have had so
far.

On the question of the regional body,
there is a real difference between the
situations in Wales and England. The
relationship of the Minister with 14
different regions is clearly very different
from that of the Secretary of State who
has overall responsibility for the Health
Service generally. He cannot step aside
from the situation in Wales and his
responsibility covers precisely the same
area as the regions. There is the problem
of avoiding unnecessary duplication of
these two roles. The view has been held
in the past that it would be a duplication
of services and an unnecessary compli-
cation to set up a full-blown regional
health authority. None the less wide
representations were made to us about
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the fact that the strategic role of the
Welsh Office was insufficiently under-
stood and appreciated, and there was
insufficient opportunity for public debate
of strategic decisions for Wales as a
whole. We are trying to meet this diffi-
culty by producing a committee that will
come up from the health services under-
neath, so that the main constifuent mem-
bers of it will be the chairmen of the
arca health authorities. Others will be
involved as well, including the medical
profession. The committee will meet in
public and will provide a forum for
advice and debate that will be very valu-
able. This is a new proposal. We did
not touch on it in our previous proposals
and there will be every opportunity for
consultation on it.

On the question of the pattern of health
units and the structure of the NHS in
Wales, we propose a precisely similar
pattern at the lower level to that in
England. We are not attempting to dup-
licate the districts, but the Welsh areas
that we propose will be similar in size
and role to the new districts in England.
We propose exactly the same structure

of powerful units between them, with the

same management responsibilities and
the same involvement in budgetary and
administrative control at local level. We
seek to achieve exactly the same ends in
Wales as we hope to achieve in England.

I plead guilty to one mistake which
has led to some of the misunderstandings.
We did not publish a full document
originally. By including a short passage
m * Patients First™ we have brought
about some misunderstanding of our
objectives, and that is precisely why we
want to set the position out clearly and
give the opportunity for a further round
of consultation.

Mr. Garel-Jones: I welcome my right
hon. Friend's statement. However, does
he not agree that the discussions hold out
a real hope, not only for Wales but for
the rest of the United Kingdom, of an
improvement in standards of service to
patients? In particular, I welcome the
suggestion of my right hon. Friend that
community health councils should work
in close contact with the new units.

I do not wish to raise the temperature,
but does not my right hon. Friend feel
that it is, perhaps, unfortunate that the
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Opposition should have chosen t ate
such an incident of the way in "which
this statement was made? T ask that
particularly because the Labour Party
has just published a draft manifesto
which scarcely contains a reference to
Wales at all.

Mr. Edwards: My hon. Friend's cre-
dentials entitling him to speak on Welsh
affairs are unchallenged. 1 believe that
the relationship that we propose between
the community health councils and the
new units offers an opportunity for local
participation in the running of hospital,
medical and related services. That is
an important step forward.

Mr. Rowlands : Is the right hon. Gen-
tleman aware that one of the reasons why
we feel strongly that discourtesy has been
displayed to us is that the consultative
document referred to has not been placed
even in the Vote Office? We are entitled
to at least the same rights as people out-
side the House.

Turning to the contents of the state-
ment, we feel that the advisory Welsh
health council should have a strong and "
significant lay representation. Representa-
tion should not be confined to chairman-
ships of area health authorities. There
should, possibly, be representatives on
that advisory body from the community
health councils. The AHCs represent the
patient at the most obvious local level.

After the Secretary of State’s statement,
and his subsequent answers, we are con-
fused about the exact relationship that
will exist between area health authorities,
whose powers we understand will be
totally untouched, and the district health
teams and structure. Has not the right
hon. Gentleman received considerable re-
presentations to the effect that the dis-
trict structure is closest to the needs,
wishes and feelings of the local com-
munity and that power should be de-
volved from the powerful area health
authorities to district authorities and that,
as has happened in the past the responsi-
bilities of district authorities should not
be whittled away?

I hope that the Secretary of State in-
tends to make clear exactly what the
relationship between area and district
will be.

Mr. Edwards: The council that we
propose, and about which we are inviting
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rcp,lations‘.. would include representa-
tives O all the health authorities, the main
professions and the Welsh National Scheol
of Medicine, The council will advise on
strategic decisions and we think that it
is right that its prime constituents should
come from area health authorities which
have responsibility in their parts of Wales.

On the matter of the relationship be-
tween arca health authorities, districts
and units, we believe that the proper
way forward is to replace the existing
district by strong management units. We
contemplate that there will probably, be
about 50 such units in Wales which will be
truly local and be related to the main
hospital facilities of an area.

Such bodies would have a strong
management role with overall responsi-
bility to the arca authoritics. But
there will be real delegation of power and
responsibility to the unit. Given that
situation, with strong units, it is not self-
evident that one could easily fit in an
intervening round of districts. There are
many parts of Wales where, if we did
that, the obvious unit is the existing dis-
trict. In my own constituency I think
it likely that the natural unit would be

National Health Service

based on Withybush hospital and the

facilities in South Pembrokeshire and
Preseli.  Therefore, we would have a
direct overlap between the district and
the unit, which does not seem to make
sensc. We are putting forward proposals
based on the existing structure of area
health authorities, but with strong delega-
ton of powers to units.

However, to enable people to under-
stand and assess the situation properly,
we are asking the area health authorities
to begin consultation now so that they
can publish their plans for units in their
arcas. Thus people will be able to make
judgments about the arca and district
structure against the background of a
known, planned pattern of units. I think
that that is the sensible way forward, but
I emphasise that we attach great import-
ance to unit management.

Mr. Best : T thank my right hon. Friend
for giving such a full reply to what was,
essentially, my written question to him.
That question prompted this discussion.
May I draw the attention of my right hon.
Friend to two matters in the document? 1
think that Members on both sides of the
House will agree that we must study it in
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closer detail before making any full com-
ment on it.

Mr. Alec Jones: Where did you get it
from?

Mr. Best: Some hon. Members are
more assiduous than others.

Mr. Ray Powell : On a point of order,
Mr. Deputy Speaker. The hon. Member
for Anglesey (Mr. Best) is referring to a
document which some Opposition Mem-
bers have not seen. Is it in order for the
hon. Member to refer to a document that
we have not had the opportunity of exam-
ining?

Mr. Best: Further to that point of
order, Mr. Deputy Speaker. I understand
that there is a copy of the document on
the board available to every Welsh hon.
Member. If the hon. Member for Ogmore
(Mr. Powell) has not gone to the board
to collect his copy, that is a matter for
him.

Mr. Powell : Further to that point of
order, Mr. Deputy Speaker. 1 left the
board scarcely a minute before the Sec-
retary of State rose. There was no copy
of that document on the board for me.

Mr. Deputy Speaker (Mr. Bernavd
Weatherill): | regret that I have no
knowledge of the document to which the
hon. Member for Anglesey (Mr. Best) is
referring, or even whether it refers to the
Secretary of State’s statement.

Mr. Best: If my use of the document
causes difficulty, I shall not refer to it.
I turn to the issue of lay involvement. As
I understand my right hon. Friend, he is
saying that he wishes to see community
health councils taking a greater role at
unit management level. I understand that
he contemplates, subject to consultation,
appointing additional lay members to
area health authorities. Will my right
hon. Friend confirm that that is the case?
If it is, 1 certainly welcome the proposal.
I am sure that many other hon. Members
will welcome a greater lay involvement
in the management of the NHS in Wales.
On many occasions, lay people feel that
they are kept away from the management
of the health service.

Mr. Edwards : In relation to the points
of order just raised, it was intended to
provide information by a written answer.
Papers were sent out to go on the board
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at 4 pm and I am sorry if hon. Members
have not had the chance to collect their
copies. We intended to get copies into
the hands of right hon. and hon. Gentle-
men at the earliest opportunity. It is
precisely because this is a major consulta-
tive document that people will wish to
consider it carefully. For that reason,
we thought that the best way forward was
to issue the document and allow people
to think about it before we became in-
volved in a series of exchanges.

We do not propose to make major
changes in the membership of the area
health authorities, although there may
be some room for adjustment in size.
1 think that there is room for an interest-
ing experiment in the involvement of
community health councils in local
management. By involving thg com-
munity health councils in the affairs
of their local units. I believe that lay
participation will thus be brought into
the Health Service at its most sensitive
point. That is the point nearest to the
patients.

Mr. Alan Williams: On a point of
order, Mr. Deputy Speaker. 1 have been

out to check the board. It appears that
a wedge of envelopes arrived there but
there was no indication that they were
urgent or immediate. Therefore, they
have been put into the post. That is
not the fault of the attendants. There
was no indication as to the urgency of
the material. How is it that one Back
Bench member has a copy when the
copies intended for the rest of us are
lost in the post? Will you investigate
that, Mr. Deputy Speaker?

Mr. Deputy Speaker: It is an un-
fortunate matter, but it is not one of
order for the Chair. The document is
not essential. 1 am sorry that it is not
available, but it is not for me to make
documents of this nature available. The
Secretary of State said that it is a con-
sultative document. There is a heavy
programme of business before the House
and therefore 1 suggest that short answers
and short questions will help.

Mr. Ioan Evans: We understand that
the question was planted and that, since
the hon. Member for Anglesey (Mr. Best)
planted it, he should receive a planted
answer
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Mr. Best: On a point of orq-Mr.
Deputy-Speaker. Is it within the Tules of
order for one hon. Member to accuse
another of acting as some sort of Govern-
ment lackey—[HoN. MEMBERS: “ Yes.”]
—The hon. Member for Aberdare may
have been an unfortunate recipient of
that treatment at some time in the past,
but 1 hope that he will not accuse me of
such action now.

Mr. Deputy Speaker : I have heard the
phrase “ planted question ™, but I do not
really know what it is.

Mr. Evans : If I have accused the hon.
Member for Anglesey of being
approached by the Welsh Office or some-
one in it to table a question and that has
not happened, I would be prepared to
withdraw the accusation. I should prefer
that he rose to deny the allegation before
I withdrew it, however.

I realise that the Secretary of State
has made an ad hoc statement. Welsh
Members have a right, when the Secre-
tary of State for Social Services makes
a statement in respect of England, to-
have a statement dealing with Wales.

Since thit is an interim statement, will
the Secretary of State for Wales, when
he has preperaed his final recommenda-
tions, make that statement to the House?
Why did the Secretary of State for Social
Services make an eight page statement
when the Secretary of State for Wales
has made one only half a page long?
Is the Secretary of State for Wales cover-
ing the same topics as his right hon.
Friend?

Since there is strong support for the
community health councils, in reaching
his conclusions will the Secretary of State
for Wales ensure that they are retained
in the new structure? The earlier state-
ment contained a reference to the possi-
bility of a change in this respect in the
long term.

Will the right hon. Gentleman ensure
that if management costs are reduced
the money that is allocated to the Health
Service will be maintained at existing
levels? If the advisory health council
for Wales is set up will it replace any
existing bodies? Is it to be a Govern-
ment quango? If it is to be an advisory
body will those serving on it be drawn
from existing bodies in the NHS in
Wales?




National Health Service

idwards [ can give the under-
ing that when we reach firm conclu-
sions to put before the House about the
pattern of the Health Service I shall make
a statement to the House about them.
We had not intended to do so today
only because we were issuing a consulta-
tive document. That is also why my
statement is different from that of my
right hon. Friend the Secretary of State
for Social Services who has announced
a lot of firm conclusions for the Health
Service in England. If the hon. Member
for Aberdare (Mr. Evans) wants to com-
pare the size of statements. he should
bear in mind that 1 have issued a con-
sultative document. the English language
version of which runs to 23 pages. We
can double that figure if we include the
Welsh language version. He cannot com-
plain, therefore. about the amount that
he is getting.

We have made clear that we intend to
retain the community health councils.
That is firm, not provisional. Their role
is being strengthenced at unit level.

It is clearly to the advantage of the
Health Service if it can reduce its admin-
istrative costs in every way. That will
leave more money to be spent on patient
care, and we all ought to be in favour
of that, The all-Wales body will basically
be composed of representatives of the
arca health authorities and of the pro-
fessions, but that is a matter about which
we are consulting in the document.

Mr. Ray Powell: Is the right hon.
Gentleman aware that he has abused the
House by not presenting a proper state-
ment? It is impossible for us to examine
the booklet today or to go through his
statement in detail. If the closing date
for consultation is to be 31 December,
and if the bodies that he is to consult
will be similar to those he consulted in
respect of his first consultative document,
when will he be able to inform the House
or the Welsh Grand Committee of his
final proposals?

Mr. Edwards: It is because there are
difficulties in issuing a long and major
consultative document that there is some-
thing to be said for simply issuing it and
letting people consider it before we em-
bark upon question and answer across
the Floor of the House. 1 shall always
come to the House when I have firm
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conclusions on which to be questioned.
I sometimes wonder whether it is not to
the benefit of the House with consulta-
tive documents for hon. Members to be
given time to consider them and then to
have the chance to debate them in the
Welsh Grand Committee or somewhere
else.

(Wales)

We shall complete our consultation by
31 December and announce our decisions
carly in the new year.

Dr. Roger Thomas: 1 am sure that
Welsh Office Ministers will not be sur-
prised that there is resentment in Wales
that in the document * Patients First”
Wales was dismissed in two compara-
tively short and complex paragraphs. As
the only Welsh Member to sit on the
Standing Committee examining the
Health Services Bill. which is now being
discussed in another place, 1 received a
deluge of communications from all parts
of Wales. The theme of those communi-
cations was a desire to get rid of area
health authorities just as they are being
abolished in England. 1 cannot under-
stand why the Minister says that we in
Wales should still have to tolerate these
authorities, representing as they do an
extra tier of administration.

Mr. Edwards: | have already acknow-
ledged that I think that we made a mis-
take in not issuing a separate consulta-
tive document at the first round, which
is why I have decided to issue one now.

We have received for the first time a
whole range of representation—the hon.
Member for Carmarthen (Dr. Thomas)
was involved in this—about the all-Wales
area. This is a totally new issue on
which we wish to take opinions.

I think it was precisely because we
failed to make clear the strength and
pattern of the units and their possible
duplication with the district pattern that
some of the representations were made on
that aspect. 1 want to consult people on
the basis of a unit pattern so that they
put forward their views with a clear
understanding of exactly what is proposed
and what that will involve in their dis-
tricts. We received many more repre-
sentations from Dyfed than from the rest
of Wales put together, and the hon. Mem-
ber for Carmarthen will understand that.
In our document we particularly asked
for further views about the position in
Dyfed.
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CONSETT STEELWORKS COMMON
OWNERSHIP

5.20 pm

Mr. David Watkins (Consett): I beg to
move

That leave be given to bring in a Bill to

transfer the British Steel Corporation works
at Consett to the control of the people work-
ing there ; and for purposes connecied there-
with.
The background to my Bill is that the
British Steel Corporation is proposing to
close its Consett works at the end of
September. It is a viable and profitable
works with productivity among the best
in EBurope. If it were closed, 3.700 steel
workers’ jobs would be lost, plus many
more in associated occupations. There is
great opposition locally to that proposal,
which is not surprising. With unemploy-
ment already at 149 per cent. in the
arca and rising, the consequences of the
closure would be devastating.

It is coincidental, but important and
worth mentioning, that on the very day
that 1 seek the leave of the House to
introduce the Bill, the representatives of
the Consett steel workers are meeting the

representatives of the British Steel Cor-

poration in Middlesbrough to present
their plans for the survival of the works.
That is background to the Bill.

The Bill would establish a new enter-
prise. It might even revive a famous
old name, the Consett Iron Company. It
would not revive the old days when Con-
sett was a classic example of a company
town. The new company would reverse
the old process of company dictatorship.
It would be democratically owned and
controlled by people working in it. As
such a high proportion of people in Con-
sett work there, it would be a notable
example of local democracy.

In accordance with the terms of the
Bill, the constitution of the enterprise
would accord with section 2 of that
powerful and pioneering piece of legisla-
tion, the Industrial Common Ownership
Act 1976. 1 say with due modesty that
I had the privilege of introducing that
legislation as a Private Member’s Bill,
and of piloting it to the statute book
with all-party support. The Bill would
require the registrar to issue a certificate
approving the new company as a body
without share capital, limited by guaran-
tee, and a bona fide co-operative society.
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The registrar would also requir be
satisfied that only persons employed there
would be members, and that the rules
would guarantee the right of all em-
ployees to be members with equal voting
rights at meetings of the body. The Bill
would contain provisions to ensure a
continuing relationship with the British
Steel Corporation,, but on a basis of
mutoal co-operation.

I turn to the financial aspects. No
public expenditure would be involved.
On the contrary, there would be a large
saving. The Govenment have already
announced, and are committed fo, an
expenditure of £12 million _to attempt to
encourage new industries into the Con-
sett area, and a further £10 million to
clear the site of the steelworks. If the
works were closed there would be addi-
tional expenditure of more than £30 mil-
lion in redundancy payments, plus large
and continuing social security payments.
I remind the House that the estimated
Exchequer figure is that every unemployed
family man costs Brifain at least £4,000
a year.

The consequences of the closure, not
only in immediate expenditure but in
continuing social expenditure, would be
very high indeed. The Bill would avoid
that taking place. The same amount of
money would effect the transfer of owner-
ship. but there would be no actual physi-
cal expenditure of money. It would be
a straightforward bookkeeping (rans-
action.

I wish to emphasise strongly that the
Bill would create an enterprise entircly
different from the so-called workers’
co-operatives. There are two great dif-
ferences. First, the co-operatives were
endeavours to save loss-making producis
of private ownership. The Bill is an
endeavour to retain a viable. highly pro-
ductive plant, and to maintain it in
genuine public ownership. Secondly, the
so-called co-operatives in reality never
were co-operatives. They did not have
bona fide legally defined co-operative
constitutions. The new Consett Iron
Company, as proposed in the Bill, would
have precisely such a constitution.

I remind the House that since the 1976
Act there has been a rapid growth of
common ownership enterprises in Britain.
About 300 are registered at present. The
Bill would extend that democratic form
of ownership to a viable works whose




PRIME MlylégER

Statements on the Health Service

I told you a little bit about the atmosphere in the
House this afternoon before and during Mr. Jenkin's statement

on the Health Service (copy attached).

At 3.30 there were twenty-five minutes of points of order
because there was not going to be a separate oral statement
“
on the future of the Health Service in Wales. After a lot of
S ———
enjoyable and spurious indignation from the Opposition
orchestrated and led by Michael Foot, the Chancellor of the
Duchy gave way with a twinkle in his eye and said that

Mr. Edwards would make an oral statement after Mr. Jenkin,

and that Mr. Younger would make an oral statement on
the Scottish Health Service next week. The atmosphere cooled

down rapidly.

I was not present for Mr. Jenkin's statement itself, but

I came back in to find that Mr. Edwards had made life a

little more difficult for himself for failing to get his

Consultative Document out to the Welsh MPs.

—

I doubt that any of the substance of this will be raised
with you tomorrow, although it may well be with the Chancellor
of the Duchy at Business Questions. All the signs are, however,
that the mood of the House has changed and that we can expect

end of term behaviour from now on.

f\ﬂs
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Each will serve a population of, generally, betwe

150,000 and 500,000, | have asked the Regional Health Authorities
IR ———

to make recommendations to me on the boundaries of the new
authorities by the end of next February after full consultation

with interested bodies. | have told them that in order to

minimise upheaval, the new District Health Authorities should

as far as possible follow the boundaries of existing health
districts (including single district areas) because this should

in most cases provide a satisfactory pattern.

4. | want the new authorities to enjoy considerable autonomy
in managing their affairs. Greater freedom should encourage

a greater sense of responsibility; and smaller authorities,

closer to the communities they serve, should be more responsive

to local needs.
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senior people to manage them and give those people their own budgets.
As far as possible, support services will be organised at that level
Iy objective is to get decision-making down to the hospital and the
community level. In order to give authorities greater flexibility

on this, | am cancelling most of the existing instructions which

require them to appoint specified officers to a substantial number

of posts. District Health Authorities will decide for themselves

what posts to create.
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10. | attach importance to close working between the National

Health Service and universities with medical schools. | will

discuss with interested bodies the present arrangements for
designating some health authorities as teaching authorities,
taking account, for instance, of the extent to which medical
students are now taught in hospitals run by non~teaching

authorities.
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2 14. Mr Speaker, management and structure, though important,

will not solve all our problems. The Government has already
embarked on a number of initiatives designed to get better value
for money, improve links between the Health Service and local
communities, and raise standards. In the Autumn, | intend to
issue a document outlining the Government's strategy and
priorities for health. The proposals | am announcing today will,
when carried into effect, help to achieve what we all seek, a

better service for our people.
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Nick Sanders Esqg
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"PATIENTS FIRST" : STATEMENT WEDNESDAY 23 JULY

I attach a draft of the Secretary of State's oral statement on "Patients
First" to be made at 3.30 in the House on Wednesday afternoon; it is
s8till subject to detailed amendment. Lord Cullen will repeat the state-
ment to the House of Lords. I understand that the Secretary of State
for Wales will announce his proposals in a Written Statement the same
day and the Secretary of State for Scotland in a Written Statement next

week.

Copies of this letter and statement go to John Halliday (Home Office),
Jim Buckley (Lord President's Office), Alastair Pirie (Treasury),
Godfrey Robson (Scottish Office), John Craig (Welsh Office;, Robin Birch
(Duchy of Lancaster) and Murdo McLean (Chief Whip's Office

D BRERETON
Private Secretary
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"PATIENTS FIRST" : DRAFT PARLIAMENTARY STATEMENT

With permission, Mr Speaker, I will make a statement on changes
in the organisation and management of the National Health
Service in England. We have received over 5500 comments in
response to last December's consultative document, "Patients
First". I have had an analysis of these comments prepared and
copies are available in the Vote Office. There is considerable
support for our proposal that the organisation of the NHS should
be streamlined. I am today therefore issuing a circular to
health authorities on the changes to be made to achieve this.

Copies of this, too, are in the Vote Office.

A On structure, we have decided to remove a tier of administra-
tion. Instead of 90 area health authorities on top of 199
districts, a single tier of District Health Authorities will be
created. Each will service populations of, generally, between
150,000 and 500,000. I have asked the Regional Health Authorities
to make recommendations to me on the boundaries of the new autho-
rities by the end of next February after full consultation with
interested bodies. I have told them that in order to minimise
disruption, the new District Health Authorities should as far as
possible follow the boundaries of existing health districts
(including single district areas) because this should in most
cases provide a satisfactory pattern.

De I want the new authorities to enjoy considerable autonomy

in managing their affairs. Greater freedom should encourage a
greater sense of responsibility; and smaller authorities, closer
to the communities they serve, should be more responsive to local
needs. Regional Health Authorities have an important role to
play in this transition; they will continue longer term mainly
for strategic purposes, including the allocation of resources.
Later on, I will review other aspects of their role in the light
of the simplified structure below regional level, with a view
further to enhancing local autonomy. In the light of these

changes, representatives of the doctors have agreed to enter




into talks with my Department and the NHS on the future
management of medical staff contracts. he discussions will
seek a way of reconciling the doctors' concerns with the

greater autonomy for districts now planned.

There is also strong support for our other main proposal - to
& Supl prop
strengthen management at the local level and reduce intermediate

1112

tiers between the District and the local unit. Each District
Health Authority, which will be served by one single management




team, will therefore arrange the district's services into

defined units, appoint suitably senior people to manage them, give
those people their own budgets and arrange that as far as possible
support services are organised at that level. My objective is to
get decision-making as far as possible down to the hospital and
the community level. In order to give authorities greater freedom
to do this I am removing most of the existing requirements to
appoint specified officers.

4, I attach high importance to effective collaboration between
the NHS and local authorities. Thecreation of new District Health
Authorities will mean that in many parts of England, health
authorities and local authorities will no longer have common
boundaries on a one-to-one basis, though it is my hope that in
mééf cases two or more district health authorities will make

up one complete non-metropolitan county. I am proposing, in line
with many views put to us, that Health Authorities should average
around 16 members - significantly fewer than existing AHAs.

Within this total, I propose that local authorities should appoint
four nominees. I propose to retain the present statutory

requirement for Jjoint arrangements for collaboration.

5. There has been considerable support for Community Health
Councils; they will be retained in the new structure. There should
be one Council for each DHA. lLater this year I will issue a
consultative paper seeking views, bn such matters as their membership
role and powers. When we have had experience of the working of the
more locally-based district health authorities, I will review the
longer term case for retaining these separate consumer representative
bodies.

6. As foreshadowed in "Patients First" I intend to retain the
structure of Family Practitioner Committees, but I shall wish to
study all the suggestions that have been made to improve

collaboration with health authorities, especially in the planning

of primary care.

7. I attach importance toclose working between the NHS and
universities with medical schools. I will discuss with interested

)




bodies the present arrangements for designating some health
authorities as teaching authorities. I wish to take account
of, for instance, the extent to which medical students are
now taught in hospitals in non-designated AHAs and districts.

8. The changes I have announced imply no criticism of health
service managers, who have had to work in what turned out to

be an unduly complicated structure. It is much to their credit
that the Service has achieved what it has. However, staff at
all levels will be affected by the changes, and there must be
full consultation with staff interests on the ways 1in which
they are carried out. Staff must know that they are going to
be treated fairly. We have put forward what F hope are seen

as fair proposals for the filling of posts in the new Authori-
ties, for staff protection and for premature /early/ retirement
and redundancy compensation. These proposals are being discussed
with the Staff Side, and I hLope that satisfactory agreements,

providing substantial reassurance to staff, can be reached soon.




9. The 1974 reorganisation represented a major step forward

in the integration of hospital and community health services
including primary care. It is the Government's policy, like that
of our predecessors, that people should receive care in the
community wherever possible. Further, the National Health
Service is often criticised for neglect of prevention and of the
more positive aspects of health promotion. The changes I am
announcing in structure and management will, by making the
Health Service much more a local service, serving local
communities reinforce this priority for community care; and
should lead also to the closer involvement of ordinary people
"with policies positively to promote good health. In this, the
role of the relatively new medical specialty of community medicine
‘ will be of increasing importance.

10. The main purpose of the changes I am announcing is to
provide a Healih Service which is better managed, and where local
decisions can be taken much more quickly by local people. At the
same time, I am confident that it will be possible to make
significant reductions in management costs, and I have told the
Health Service that I expect these to be reduced, after a special
period by some 10%. At present costs, this should enable some
£30 million a year to be added to the resources to go directly
into spending on the health of the people. '

11. Mr Speaker, management and structure, though important,

cannot solve all our problems. In the Autumn I intend to issue

a document outlining the Government's strategy and priorities for
the National Health Service, which will deal with many more of

the recommendations yal Commisgsion and other matters.
Moreover, the Government has already embarked on a number of
initiatives designed to get better value for money, restore better
links between the Health Service and local communities, and improve
the quality and standards of the care which our people are entitled
to expect. The proposals I am announcing today will, when carried

into effect, help us to achieve these obJectives.

5




Treasury Chambers, Parliament Street. SWIP 3AG

D Brereton Esqg
Department of Health
and Social Security
Alexander Fleming House
Elephant & Castle
London SE1 8BY 22 July 1980
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"PATIENTS FIRST": STATEMENT

Thank you for sending me a copy of your letter of 21 July with

a draft of your Secretary of State's oral statement for tomorrow
afternoon on NHS reorganization.

In the light of the recent Ministerial exchange of letters the
Chief Secretary is generally content but would hope that some
reference to improving the efficiency of the health service
could be included. He suggests therefore:

£ that the third sentence of paragraph 3 might end:

"including the allocation of resources and assisting
in the maintenance of overall financial control';

that the first sentence of para 10 should read:

..."is better and more efficiently managed", and

that the last sentence of para 10 be revised to read:

"at present costs, this would save some £30m a year'.
I am copying this letter to Nick Sanders and to other recipients

of yours, as well as to David Edmonds (DOE) given the DOE interest
in the links between health and local authorities.
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With the Compliments

of the

Private Secretary
to the
Lord President of the Council




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

From the Private Secretary
18 July 1980

John Craig Esq

Private Secretary to the Secretary of State
for Wales

Gwydyr House

Whitehall

LONDON SW1A 2ER
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THE NHS IN WALES

T We have seen a copy of your Secretary of State's letter
of 4 July to Patrick Jenkin setting out his proposals for
the NHS in Wales.

2is This Department's main comment is about the proposal for
a new advisory body - the Welsh Health Council - to act as =
forum for public discussion of strategic planning matters. We
share your Secretary of State's reluctance to see yet another
"quango" created, particularly since this one could well turn
out to be a lobby for increased expenditure and criticism of
the Government. On the other hand, we recognise that the Health
Council would be greatly preferable to the creation of a full
blown Regional Health Authority and if it is judged that the
pressure for one can be headed off only by the creation of an
advisory body, we should of course be happy to abide by that
assessment. But if the arguments are more evenly poised, it
might be desirab not to commit ourselves to the creation of
the Health Counci this stage.

2 A second point concerns presentation. As noted in your
Secretary of State's letter there was a good deal of misunder-
standing about the proposals for Wales in "Patients First".

Part of this may have arisen because the authorities comparable
to the district authorities proposed for England are called area
authorities in Wales. There might be a risk of causing further
misunderstanding if what is described in England as a "unit" is
called a "division" in Wales. Although we have no particular
preference between the two terms, it seems desirable to use the
same word in both countries.

4. I am copying this to the Private Secretaries to the Prime
Minister, members of Cabinet including the Minister of Transport
and to David Wright in Sir Robert Armstrong's Office.
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Rt Hon Patrick Jenkin MP
Secretary of State
Department of Health
and Social Security
Alexander Fleming House
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NHS: CHANGES IN STRUCTURE AND MANAGEMENT ARRANGEMENTS

Thank you for sending me a copy of your letter of 1 July to
Willie Whitelaw outlining your proposals for changes in the
structure and management of-the NHS. Bearing in mind the
criticism of the present system which accompanied preparation
and publication of Sir Alex Merrison's report on the NHS and
the constructive responses you have had to "Patients First",

we are now in a good position to put into effect our plans to
the running of our health services and build up a sound basis
for a viable relationship between the NHS and private medicine.

I welcome your proposals to reduce bureaucracy by removing one
tier and for giving greater scope for local decision taking. I
am particularly concerned that the new system should not lead to
any weakening of financial control or in any way add to the risks
of a breach in your health cash limit. Nor would we want to
impede the development of a system of monitoring which ensures
the taxpayer gets value for his money. I should therefore be
grateful, if as until now, my officials could be kept closely in
touch with the way in which the financial aspects of your prop-
osals are put into practice.

With the removal of the "area" and concentration on the "district"
there may in certain casé&s be less scope for redeployment o:
resources between districts to cope with such matters as changing
priorities and the larger building projects, for overseeing audit
arrangements or, say, for ensuring the benefits of large scale
purchasing. Given the necessarily wide gap between the Department
and any district, I therefore see a continuing and important role
for regions in ensuring effective financial management of public
funds




. The maintenance of financial discipline will be vital not
simply when the new structure comes fully into operation, but
also in the difficult interim period. While I appreciate the
burden that the changes will impose on NHS staff, I am sure you
would agree that it is important not to relax the other import-
ant initiatives which you have in hand to provide improved value
for money, such as the supplies council, in the drug area, on
improved financial appraisal of capital projects, on medical
manpower, information systems and of course streamlining the
health department's own organization.

While I appreciate that any document on the structure of the NHS
tends to devote most of its attention to the hospital service, we
ignore the close links with the Family Practitioner Service and

the Personal Social Services at our peril. In any given local area,
deficiences in these two services can put an added strain on the
cash-limited hospital services. Effective collaboration between
the NHS and the various Local Authorities is crucial. And, given
the family doctor's fundamental influence over his patients' access
to the hospital service, joint planning of the FPS and Hospital and
Community Health Services HCHS must be pushed ahead. One of the
short-comings of the 1974 re—-organisation was that it did not
adequately bridge the divide between the two sides of NHS. While
there is growing interest and willingness among GPs to keep their
medical knowledge and practice up-to-date by using the local
hospital, encouragement of these links can only be to the patients
and our financial advantage. I should therefore like my officials
to explore further with yours the Royal Commission proposal for
joint-budgetting of the FPS and HCHS and I would hope that our
range of options there are not unnecessarily curtailed by the
current restructuring.

As your proposals aim to make the system more responsive to local
needs, I doubt whether the case for continuation of Community

Health Councils 1s proven. I accept however they should be retained
for the Time being. bBut I would hope in. any announcement that in
making this clear, you will point to the need to review their use-
fulness once the new health authorities are in operation.

I welcome your intention to insist on a 10% reduction in management
costs once the transitional costs of redundancy payments etcC are —
out of the way. You have I am sure been pressed to go for a higher
figure. But we need a target which is plausible, achievable and has
a degree of support both within the NHS and outside. We need to
ensure highly trained medical and nursing personnel do not have
their time wasted on unnecessary administrative chores: and we
require personnel throughout the service who can continue to look
for ways of improving the service's efficiency (e.g. on stock
control, on records, financial system etc). Too large and too
arbitrary a cut could well, I fear, lead to loss of cost effective-
ness and you will no doubt have weighed the comments of the medical
and other personnel in the NHS. There is clearly nothing magic
about 10%, but after the sharp rise in administrative posts since
1973, some further pruning, over and beyond the efforts already

made in recent years, could usefully release further resources for
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I am sending copies of myv reply to the Prime Minister, other
- -t 1 o L]

Cabinet colleagues and Sir Robert Armstrong.

JOHN BIFFEN
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NATIONAL HEALTH SERVICE: CHANGES IN STRUCTURE AND MANAGEMENT ARRANGEMENTS

Many thanks for sending me a copy of your letter of 1 July to Willie Whitelaw.

I also have in mind before the end of this month to make a statement about the
policy I propose to pursue in relation to NHS structure and management. I shall,
of course, let you know what line I am proposing to follow and shall, like you,
circulate these proposals to colleagues.

Our present structure in Scotland is of course different from yours and our
proposals for change differ accordingly. I therefore have only one comment

on your proposals. I note that you agree '"on balance'" that community health
councils should be retained. It is in relation to the comparable Scottish
bodies - local health councils - that I find most difficulty in deciding how

we should proceed. The arguments are indeed finely balanced, and I have not yet
made up my mind. The fact that you propose to retain community health councils
is a factor of which I shall have to take account.

I shall write to you again very soon about my proposals.

I am copying this letter to the Prime Minister, to all members of Cabinet and to
Sir Robert Armstrong.

TR TR VR T

Ty -







/VWM Vg 17721777 <

S Enwands MoNdser & W
: o CAvsuklaiimm NAUN A HS z
‘1’ SWYDDFA GYMREIG oL MW Md« o WELSH OFFICE
GWYDYR HOUSE “ﬂ~'_~ )/4A~L$*v¢*‘” MNOSAL Gy DYR HOUSE

WHITEHALL LONDON SWIA 2ER \ '_-a/' A/ yo /wwf WHITEHALL LONDON SWiA 2ER

L

Tel. 01-233 3000 (Svatsfwrdd) 7 ﬁﬂﬂo w(f ,; Tel. 01-233 3000 (Swatchbozid
01-2336G106 (Llinell Union) 2/ 01-233 G106!Direct Ling;

: ,;mw;/
Oddi wrth Ysgrifennydd Gwiladol cymru The R1 Hon Nicholas Edwards MP From The Secretary of State for Wales

A,

vy Iy~ July 1980

Thank you for the copy of your letter of 1, July to Willie Whitela
setting out your proposals for action in England. I have of course
been kept closely in touch with the development of your thinking and
there is nothing in your proposals which I would want to take issue on.

You and colleagues will however want to be aware of the rather different
pPquCCis in Wales. We had a substantial volume of comment follouing
the issue of "Patients First" (including an undertow of criticism that
we had not published a separate paper) and I feel I must reply to it at
some length. It did not plovido a sufficient basis of support foi' my
proposals to retain the exigting 8 health authorities in Wales to (,nuﬂo
me to confirm them finally at thm indeed there was considerable
pressure, most notably from my own constituency and Dyfed at large, for
new smaller authorities based on districts as in England. But evidnni
in this was a2 good deal of misunderstanding about the different realitlies
in Wales and I remain f2r from convinced Hlat lt uould be beneficial

to incur the trauma of hreal ' horities here or to
incur the considerable extra adm1u1qtraL1»0 cost thCh it would
undoubtedly mecan here. There has also been considerable pressure for
changes at the all-Wales level, based on criticism of the way the Welsh
Office carries cut the strategic "regional" role and on the lack of
opportunity for public debate which follows from the absence of an

RHA here.

What I have in mind therefore is a document - which 1 hope would issue
at about the same time as your own - which would announce certain
decisions in keeping with what you propose for England - notably on
Community Health Councils and Family Practitioner Committees - and

for the rest would explain the reasoning behind my original proposals
in much greater detail and confirm them provisionally while offering
further consultations before they are finalised. As part of this 1 am
laying great stress on the importance of delegation of responsibility.

/within
The Rt Hon Patrick Jenkin MP
Secretary of State for Social Services
Department of Health & Social Security
Alexander Fleming House
Elephant & Castle
LONDON SEl1 6BY
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within authorities to local level - what you call "units" and
calling "divisions" - and am calling on authorities to conseul
straight away on the rattern of "divisions" which they would I'OP O
to introduce. I hope this will help to produce a more favourable
response to ny proposals this time.

1
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At the all-Wales level I shall obviously be rejecting firmly any i
of a fully-fledged RHA in Wales but I have to acknowledge force in
criticism, particularly about the absence of machinery in Wales for
the discussion of health service policies and priorities for t
as a whole - ex.:;e'!:i' of course in i“-m‘l;i_;m nt JLH»II I \—mnlu Li

r 4 .
) f

SO wWa . wiJ v, Lrd 3 ‘_i_l xCia aidd L &alll aL&Ed ol
the health service in W ales to acc ept :'f_~:--;m:'::_n".,‘; Lity fm* runni
all-Wales activities themselves without the intervention of

Jffice. What I have in mind is that management support

need co-ordination should be carried out 1;;, a _Jjoint committce of

Q _mainAuthorities supported by a Sma 11 staff unit and that strategic
planning mavcers should be discussed in |;11hJ ic by an advisory couucil
which would essentially bring together the Authority chairmen and
representatives of the main professions. To be effective its numbers
would have to bc tightly controlled, particularly so that chairmen
could ensure r'eal'i-“! in the advice. 1 am reluctant tu suopest a new
Quango of thig kind but it seems to ne the least objectionable way

ol gettingZ oul ol our difficulties,

IR LOL \_‘
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I prepose to offer consultation on these ideas too. The period of
consultation will end by December at the latest and I shall aim at
decisions early in the new ycar to match the completion of your own
regional reviews.

I do not think there is anything in ihis which, allowing for our
different circumstances, makes for embarrassment. I should '!](-}1"|'lr1}
mention LA membe 1~ﬂ}.sr, of zm1_.?:=:;.:".i.f.iof‘" Since I am not proposing the
AlAs in Wales be broken down inte sme 'y more local authorities,
follows that I do not have vour case 5’*'-"' 3’r:rl_h(:.!.-;"' LA representat .r.o--
I am not suggesti ;; it. One other point. I am following up the idea
which I owe to you - that CHC members might have a role to play at
‘unitt or (fl\jhl(}ltﬁli level.

I am copying is letier to the Prime Minister and other recipients of

he country
ike to go

your own. 1 would be grateful for ;._;]I\_'- comments as quickly as possible.

The consultation doc is being finalised and will be circulated i:
draft to interested Departments in the few ai;_.‘a.xn.

S
0
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- : 4 Approved by the Secretary

: O and signed in his absence
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NATIONAL HEALTH SERVICE: CHANGES IN STRUCTURE AND MANAGEMENT ARRANGEMENTS

The nsultation period on "Patients First" (the discussion document we issued last

Deggmber) ended on %0 April. Jn general the comments we have received have

supported the main thrust of the Government's proposals, and following discussions
r

with Regional Health Authority Chairmen I am now in a position to make firm
prOpGJ:ES for action.

Structure




level will require some strengthening, but posts at intermediate levels will
disappear. I propose to issue the very minimum of guidance: for example, as regards
the appointment of officers, the only requirement will be to establish a district
management team and an administrator and a nurse manager for each operational unit.

Arrangements with local authorities

The statutory Joint Consultative Committees will be retained, but how the arrange-
ments for collaboration between health and local authorities are best made can only
be settled locally. I shall however be asking district health authorities to discuss
with local authorities how they should provide adequate advice and services for
environmental health, child (and school) health and personal social services.

Membership of District Health Authorities

The proposal in "Patients First" to reduce local authority representation on DHAs
from one third to four has been generally well received by health authorities but
opposed by the local authorit ssociations. It was the previous Government which
raised the proportion to its ent level. There has been much dissatisfaction
with this proportion, and we hav that authorities should generally have
fewer members. Gerry Vaughan has seen oﬂch of the main local authority associations,
so that they have had adequ: D ty to express their views. Nothing they
have said has altered our intention, and we now propose to confirm that the local
authority representation on a DHA will normally corfﬂLs four members. In metro-
politan areas these would be drawn from the metropolitan districts or London
Boroughs, in other parts of country from the county councils (though we
to introduce legislation later that would give two of the latter's places to
district councils)

ntend

Community Health

"Patients First" raised the guestion wheth “hese should contim

authoriti

«—
napprop

should




Regional Health Authorities

We need the RHAs to initiate th - see i through. But I propose
to review their functions later.

Management Costs

The NHS is reluctant to accept that the new authorities will be cheaper. But I

intend to insist on a 10 per cent cut in management costs (after the transitional
costs of redundancy payments etc). We will use the existing control machinery to
ensure that this target is achieved once the new structure has been installed and
the new authorities have slimmed down the management arrangenents they inherited.

I believe that our proposals will produce a slimmer and more effective health
service, with authorities that are more responsive to local needs and quicker on
their feet. And I am encouraged by the general welcome given to the proposals by
the NHS and the professions who work in it. My officials have just sent to the
Departments concerned a draflt of the circular which will set out these issues in
more detail, but I wanted colleagues to have the outlines of the package I propose
to announce next month. If any have nments on it I should be grateful to receive
them by 7 July.

I am copying this letter to the Prime Minister and all members of “lo Cabinet and
Sir Robert Armstrong.







PERSONAL

10 DOWNING STREET

From the Private Secretary 28 March 1980

I promised to let you have some material about the
Prime Minister's remarks during the Election campaign last
year on prescription charges and health charges more

generally.

There are two separate sources: the Press Conference
at Conservative Central Office on 18 April 1979 and a speech
in Beeston on the same day. I attach a transcript of the
Press Conference. The section which may be quoted is that
which I have sidelined at the top of page 3. In defence,
Mr. Jenkin could guote the earlier answer about prescrip-
tion charges on page 2. You will see, however, that the

material needs to be handled carefully.

A transcript of the relevant part of the Beeston
speech is also attached, together with a couple of Press
cuttings reporting it. You will see that the Prime Minister

did indeed say at Beeston that '"the Conservative Party has

7
v

v 1
“**no plans fof}&ational Health ‘Service charges'". 1 also attach,
as promised, a copy of the transcript of Denis Healey's

broadcast.

N. 0. SANDF

Don Brereton, Esq.,

Department cf Health and Sccial Security.

PERSONAL




20 February 1980

The Prime Minister has seen the
Home Secretary's minute of 19 February,
in which he reported that the members
of H Committee had now reached agree-
ment on a premature retirement scheme
for NHS staff affected as a consequence
of statutory or administrative change.

The Prime Minister was grateful to
be informed of the Committee's decisions.

I am sending a copy of this letter
to David Wright (Cabinet Office).

John Chilcot, Esq.,
Home Office.
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In my minute of 24’5&nuary I gave a first report of the
discussion at Home and Social Affairs Committee of the proposal of
the Secretaries of State for Social Services and for Wales for a
package of compensation and protection terms for staff affected by
the forthcoming reorganisation of the National Health Service.

The Committee postponed taking decisions on the elements of
the package at its earlier meeting to enable the Minister of State,
Civil Service Department, to circulate a memorandum about the
future of the Crombie Code. The Code was first introduced in the
late 1940's to safeguard the interests of staff affected by
nationalisation. It is now out-dated. It is complex and expensive
to administer, and because it applied only to statutory
reorganisations, it is anemalous in its effects. It would in the
case of the NHS have been available in England but not in Scotland
or Wales. The Committee have agreed that the Code should not be
used in future, and that it should not be applied to the NHS
reorganisation.

The Government cannot however announce the general
abandonment of the Crombie Code without consultation with the CBI
and the TUC, who were parties to Its original adoptlon. The
Minister of ‘State, Civil Service Department and the Parllamentary
Under-Secretary of State, Department of Employment, are giving
further thought to this question. The Minister for Health will in
the meantime have to discuss the position of staff affected by the
reorganisation in the Standing Committee on the Health Services
Bill. In defending the decision not to apply the Crombie Code he
will need to rely as far as possible on the argument of equality
of treatment for Health Service Employees in England, Scotland and
Wales, but may also refer to the shortcomings of the Code. If
pressed, he will have to say that the Government are reviewing the
future of the Code more generally.

If the Crombie Code is not to be available, staff interest
will focus on the other parts of the package. The Committee have
now been able to reach agreement on a premature retirement scheme
for offer to those in the NHS who are likely to lose their
employment as a consequence of statutory or administrative change.
Terms for premature retirement will be available for offer to
staff who are aged 50 or over provided they have not less than 5
years reckonable service. The new scheme will not be
discriminatory, ie it will apply to all grades of staff, and not
just to Chief Officers, as did the 1974 scheme. It will provide
the same enhancement of pension as the parallel local government
scheme, and will be available at the discretion of the employing
authority operating within guidelines.

/Agreement has also




Agreement has also been reached on proposals for the
protection of terms and conditions of service of staff who remain
in NHS employment but who are obliged to accept poorer Jjobs than

they have now. The necessary enabling powers to be taken in the
Health Services Bill.

I am copying this minute to the Members of H Committee and
to Sir Robert Armstrong.

February 1980







with compliments

MINISTER OF STATE

CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086




Civil Service Department
Whitehall London SW1A 2AZ
Telephone :

01 = 2T i insnivasnievis IDTrECY Dialling)
ister of State 01 - 273 3000 (Switchboard)

John Chilcot Esqg
Private Secretary to
Home Secretary
Home Office
50 Queen Anne's Gate
LONDON SW1 15 February 1980

(:\ZQOJ IJC‘}\{\/

NHS REORGANISATION: COMPENSATION TERMS

The Secretary of State for Social Services sent
my Minister of State aiopy of his letter to the
Home Secretary dated /15 February confirming his
acceptance of the package of terms agreed by
officials for a premature retirement scheme in
connection with the NHS reorganisation.

The Minister of State is content.
I am copying this letter to the Private Secretaries

of the members of H Committee and to Sir Robert
Armstrong.

You & S CGf\i:;
AN

G D ROGERS
Assistant Private Secretary







25 January 1980

The Prime Minister was grateful for
the Home Secretary's report of 24 January
about H Committee's discussion of com-
pensation and protection terms for staff
affected by NHS reorganisation. She
looks forward to hearing the outcome of
the resumed discussion in due course.

I am sending a copy of this letter
to Martin Vile (Cabinet Office),

M. A. PATTISON

John Chilcot, Esq.,
Home Office.
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H Committee will tomorrow consider cQmpensation and

protection terms for staff affected by the National Health Service

reorganisation.

— ey,

The attached paper from Mr Jenkin and Mr Edwards seems

N

somewhat inadequate. There is no real attempt to quantify the cost

of the proposed measures. You may not think expenditure decisions

should be on the basis that '"the main effect of the package will be
on the timing of the planned savings in management costs and the

#
speed at which those savings can be diverted to patient care'.

Mr Jenkin is proposing a repeat of the powers available to his
predecessor in 1974. He wants to amend the Health Service Bill for

this purpose.

I understand that the CSD will be strongly resisting blanket

use of these powers. It obviougiy makes sense to use the Health

Service Bill as a vehicle to confer the necessary powers on the

Secretaries of State, but a much clearer picture of costs should

perhaps be required before Messrs Jenkin and Edwards are allowed to

apply those terms.

Would you like Mr Whitelaw to report the outcome of this
e

discussion to you before further action is taken?

V&

21 January 1980




DHSS +o MAP t+alys 72,




KODAK Q-60 Color Input Target (€]

1 7 8 9% 10 11 12 13 14 15 16 17 18 19 20 21 22

16 17 18 19 20 21 22

IT8.7/2-1993 Q-60R2 Target for  y.gm
2007:03 KODAK ["‘U
FTP://FTEKODAK.COM/GASTDS/Q60DATA Professional Papers




