/_\ CONFIDENTIAL

4) 16 70

/ CoPY NO [ Y
June 1984
< @@ CABINET

C;§9 USING PRIVATE ENTERPRISE IN GOVERNMENT

Memorandum by the Chief Secretary, Treasury

On 16 Decéﬁgi: 1982 the Cabinet agreed that there should be a drive to

gihievelfurther contracting out from the public sector (CC(82) 53rg
( n°1“510n5, Minute 7). 1 reported progress on 21 July 1983
CC(83) 24

th Cen ns, Minute 5); this paper reports further
Progress,

i;edeényroduc§ng co@§;§> 'onlfor public sector w?rk provi§e§ a much=
incentive for sing value for money in the public sector.
pusiﬁcare also other b Z0e, such s cost savings,.reductions in
Fless .S?Cto¥ manpower, to- specizlised expertise and greater
lblllt}* in working pra and deployment of manpower.

But there zre still ob
2] €én disappointing. The
Y 8eément inerciz and, in the
Uthoy

ities, politically-motivat

OCAL AUTHORITIES

to contracting out, and progress
es include union opposition,

of some locazl and hezlth
ruction,

&

4,

'ﬂuth U?df-r the 1980 Loczl Government and Land Act, local

at 1 ities are required to seek tender some (since October 1983
BomeeaSt half) of their building and mzin\enance work. This has hed

Useful resylts:

hag

e5s by 1982-83 direct labour organisations undertook
hag fthan 40 per cent of their construction work and staff number s
Appi; L1€D to 130,000 at October 1983, 13 per c ower than in

PTil 198,

Mor e ?utside this eree there has been only exhorte
D the loczl suthority field. This has not b
c1ea§§ample only 23 contracts for refuse collection &ndra
with 1ng_(sa“1“8 £7 million a year net) have been let'z
Economicigyear ago. In consequence the Ministerial Committef
on 7 trategy Sub-Committee on Zconomic Affairs SL(&)) iaad,
ang ¢ ferary (2(A) (84) 7th Veeting), that exhortation was {éhaugh

reDOr*aL he Secretary of State for the Environment should pre'a'ggé
is‘exh on legislative options for extending contracting out., %ﬂ;
Pected to be completed soon.
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NATIONAL HEALTH SERVICE
. In September 1983 all health authorities were asked to draw up
PTogrammes o implement compulsory tendering for cleaning, catering
" laundry services. The cost of these three key services in
282-83 was around £950 million, of which less than £17 million was
racted out, The scope for savings is illustrated by the fact
in 12 recent contracts for cleaning and laundry services savings
) million have been mede. At present, the responses of the

o thorities to this request are being assessed by the Department
B and Social Security,

INDUSTRIES

s _ Unli
Detionalye
e?V1TOnment.

1n§ncia1 disc
Varier
ef

most centrzl and local government activities, those of
industries already take place in 2 commercial
Resultant management pressures, accentuated by tight
iplipes, lead to the industries contracting out a wide
Yy of functy and services where this is the most cost-
c°i::tlve soluri e energy industries, for examplg, aqpually.
M tECt out over ( 110nuoflwork: Corpgrate plgnnlng discussions
en € agnual'ln?eaug ) and Financing Review provide z mechanism
Pressing the indug to do more and I am sure that we should

Ontinue tq emphasise éﬁngPrtance we attach to this ares.

ENTRAL GovERNMERT yzZ

8 ' . . . .

Ve Some 20,000 Civil Servie s and £18 million net per annum

rre Saved by contracting out zes between 1979 znd April 1984,

Ap:§ent manpower plans assume 2 F further 2,000 will be saved by

difll 1988 There are wide varisy#od; between the extent to which
ferent Departments have contra téﬁégbt.work (figures at Annex 4).

S

CanwhilF we need to ensure that co ing out is cost-effective,
ContrZOt'DE1leve that these figures rep \a th€ full scope for
Depar Cting out by Government Departmen {%?agor does the appro§cp of
IMents match up to what we are requixyng of health authorities
enSui:e considering for local authorities. I hope colleagues will
inanc'that that their top management systems set up under the
i o 2l Management Initiative will be used to

1 . : el
a&d§§.COU1d suitably be contracted out to the ol g _sector: In
1

: °n, I propose that Depzrtments should now B ired to test
Specma¥ket (where they have not done so already) for4/mumber of
ne ifiegq services - for example, cleaning, caterin ry and

MNtenance i

- If my colleagues agree I will arrange

Cones 5 ¥
Sider hoy best and in what time-scale to proceed.
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CONCLUSION

13' I invite the Cabinet to note progress made so far and to agree
at =

&  Government Departments should be required to test the
(gSéibmarket for contracting out a range of specified services;

they should zlso use their top management systems to
C%@%gfntify functions which could suitably be contracted out;
the Secretary of State for the Environment should
1 forward to colleagues as soon as possible his proposals

egislative options for increasing contracting out

o
by 1l authorities;

c. e Secretary of State for Social Services should inform

colleagues of the conclusions of the assessment of health
@uthorities' contracting out returns zs soon as it is
Completed; apé~wake proposals for further action;

d. I shoul g further progress report next year.
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reas“rP Chambers

29 June 1984
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ANNEX A

CUNTRA
C )
1INg OUT BY GOVERNMENT DEP ARTMENTS

Tj
le table belo

Cong W shows the amount of running costs expenditure
Pacteq out

by each department,

The .
infq i
Mng,, "Mation was collected in the 1983-84 annual scrutiny of
Eic :
out °Sts and does not give a complete picture of work contracted

Veérnment departments because 'programme' expenditure is

Ng
t COVered

Punn.
in
. C
lnthe OSts contracted out shown in the final column reflect quirks
Co
Verage of the annual scrutiny,

To some extent the differences in the amount of

- 190
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