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</J^> USING PRIVATE ENTERPRISE IN GOVERNMENT 

Memorandum by the Chief Secretary, Treasury 


On 16 Dece^er 1982 the Cabinet agreed that there should be a drive to 

Col 6 V e  f u r t h e  r
. contracting out from the public sector (CC(82) 53rd 

( C C ( p U £ i  ° n £  ' M i n u t  e 7 )  > 1
 r eP°rted progress on 21 July 1983 

pro ^ 4 t h Cone^?s^ons, Minute 5); this paper reports further 


I n C r d u c i n g  c ° !
n e e d p  °  (ion for public sector work provides a much
e
j , ° i n c e n t i v e f o  r sing value for money in the public sector, 


£ l s  o
Publ- C 
a ! e such as cost savings, reductions in 


to- specialised expertise and greater
" U i t y  i n vorking pra and deployment of manpower. 

B u t t h e r e
 are s t i l l obs
h a s  b to contracting out, and progress^ n a  ' l  ! Reappointing. The , les include union opposition,autho l n e  r t i  a and, in the 'of some local and health 

r i  t i e s , politically-motivatS :ruction. 

LOCAL AUTHORITIES 


U n d e r t h e 1 9 8 0 L o c a l
a u  t h  G o v e  rnment PT^4r>p and Land Act, local
0


^ r i  t i e s are required to seek tender&o^pr some (since October 1983
a t
e a S t b a l ^
s o i a e °^ their building and maintenance work. This has had 


l e 
U s  e f u l results: by 1982-83 direct labour organisations undertook
g g


t b a n
 ^0 per cent of their construction work and staff numbers
f
 

April l l e  n  t 0 1 3 0 , 0 0  0  a t O c t o b e  r 1 9 8 3  »  1 3  P e r


1 9 8 1 ce^^ower than in 


• 0 • 

, a o r  e i n  C S  ^ d e t h i  £ £ r e  a t h e r  e h £  £ b e e  n o n l  y
 e^'bortat^W; contract out 


t h e l o c £ l
for  e j .  authority fi e l d . This'has not beeT5 TV successful: 
l y  2 3 c o n t r a c t £ f o r
c l e  anin T n P  '! e  ° n refuse collection a,, eet


with T t g ( s a v i n  8 million a year net) have been let ed
Year ago,

o \ l T  >£ g 

b r iPinic V**^  c o n s e°.ue^ce t h e M i n i s t e r i a l C o m m i t S ^  V 
a i r
: a S i
: r a t e g y
)R . t e g y S u b - C o m m i t t e e  o n E c o n o m i c A f f a i r s ( 2  ( A ) ) 'de6CiSkd 


2 8 F e b
° U :c4) ' a n r y  ( S ( A ) ( G 4 )  7 t h
^ t h a t b ^ a f e t i n g )  , t h a t e x h o r t a t i o n w a s ~ n § t ^ n « u g h 

r c : h e
f e r j n , . ^ 'e ? y  o f e f of o  r t ht h ee E n v i r o n m e nE n v i r o n m e n tt d p r e p ap r e p a >' 
r t q n e S e c r e t a rS e c r e t a r y  o f  S t a tS t a t e r s h o u ls h o u l d ^ 
0
 

l S  l e i s l a f c i v ee *Pep? 8 o p t i o n s f o  r e x t e n d i n g c o n t r a c t i n g o u t . T & s ^ * $ p o r 
^ c e d  t o  b e c o m p l e t e d s o o n . 
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N A T I O N A L H E A L T H S E R V I C  E 

In September 1983 a l l health authorities were asked to draw up

Programmes to implement compulsory tendering for cleaning, catering

ft^d laundry services. The cost of these three key services in 

^2~83 was around £950 million, of which less than £17 million was 
$*v,racted out. The scope for savings  i s i l l u s t r a t e d by the fact 

in 12 recent contracts for cleaning and laundry services savings 
million have been made. At present, the responses of the 

^ ^ J^h^uthorities to this request are being assessed by the Department 
H ^ t ^ a n  d Social Security. 

N A T T 0 K ^ - C S ? T > INDUSTRIES 
> 

most central and local government a c t i v i t i e s , those of 
industries already take place in a commercial 

e n vironment. Resultant management pressures, accentuated by tight 
mancial disciplines, lead to the industries contracting out a wide' a r i a * . . - 

£ r i e t y  o f f u t i C t iv and services where this  i s the most cost
e f f e c t i v e s o l u t i i e energy industries, for example, annually

c o n t r a c t o u t o v e r */< lion of work. Corporate planning discussions 


and Financing Review provide a mechanism 

to do more and I am sure that we should 


a n d t h e a n n u a l l n v e \ „ o u i  C uuow *<= 
f ° r p r e s s i n g t h e i n d u t - " ' ~ " ;  "  t a c  h  t o t h i s a r e a ,e a t 

c o n t i n u e  t o e m p h a s i s e < t g / ^ o r  1 


C E N T R A L 
G O V E R N M E N T 


some 20,000 C i v i l Servft and £18 million net per annum
^ saved by contracting out es between 1979 and April -1984. 

m a n  P° w er
n t
_ e 


dif* ^88. There are wide var iatrrf^sVbetween the extent to which 

erent Departments have contracte^o^t. work (figures at Annex A). 


5 r i ^  manpower planplanss assumassume d & l ^ i j urther 2,000 w i l l be saved by 


J While we need to ensure that coi^CTej^Lng out is cost-effective,
C a n n o  t
 believe that these figures r ^ r ^ s e K the f u l l scope for 


r s c t
D
c

e o u  t by Government Departmenr*</Nor does the approach of 

a n d S r C T n e n t  £ n , a t c  ^ 1  UP  t 0  w e a r  e
v'hat  requr^j.ng of health authorities 


a r  e
 considering for local authorities. I hope colleagues w i l l 
J - J r e  _ t h a t that their top management systems set up under the 
e r i £ u 
  

_. ?C:L£''' ̂ a n agement Init i a t i v e w i l l be used tO/^SSjatify functions
w


^.,"could suitably be contracted out to the pWiva<pe sector. In 

the

^•tion. 1 propose that Departments should now ffe/^iqVired to test 

a
 

1  p r 


( w h e r  e
sPecif•  they have not done so already) >umber of 

1 6 6 s e r v i c e s  f o r
^ i n t e  "  example, cleaning, ca'terin ry and 


I f  m y c o l l e a S u e E
c°nside a nv e*  £gree I w i l l arrange i c i a l s to 

r
 how best and in what time-scale to proceed. 
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I  N C L U S I O N 

I i n v i t e the Cabinet to note progress made so f a r and t o agree 


a
- Government Departments should be r e q u i r e d t o t e s t the 

market f o r c o n t r a c t i n g out a range of s p e c i f i e d s e r v i c e s ; 


_ _ u - - - - i — •• m

they should also use t h e i r top management systems t o 

dent i f  y f u n c t i o n s which could s u i t a b l y be c o n t r a c t e d o u t ; 


the Secretary of State f o r the Environment should 

T^PS> forward t o colleagues as soon as p o s s i b l e h i s proposals 

V ^ e - ^ l e g i s l a t i v e options f o r i n c r e a s i n g c o n t r a c t i n g out 


l ^ a u t h o r i t i e s ; 


Secretary of State f o r Soc i a l Services should i n f o r m 

colleagues of the conclusions of the assessment of h e a l t h 

a u t h o r i t i e s ' c o n t r a c t i n g out r e t u r n s as soon as i  t i  s 

completed; ar>er^ake proposals f o r f u r t h e r a c t i o n ; 


s h o u l a f u r t h e r progress r e p o r t next year 

T r 
  e a s U r  v Chambers 
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AiVNEX A 


R A c  U N  G OUT BY GOVERNMENT DEPARTMENTS 

The , 
D e  l o w shows the amount of running costs expenditure 
c°n


t e d u
 tr ° ° t by each department. 

*he i n f  o 

r u n n i   r m a t i o n w a s


n
  c o l l e c t e d i  n the 1983-8 4 annual s c r u t i n y of 
s
outD °°ts and does not give a complete p i c t u r e of work co n t r a c t e d 


f>ot V e r r  t o i e n t departments because 'programme' expenditure i  s 
c°vered fun,,. * To some extent the d i f  f erence; i  n the amount o f 
ng c 


S
in tu  c o n t r a c t e d out shown i  n the f i n a  l column r e f l e c t q u i r k s 

Cover 


age of the annual s c r u t i n y . 
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