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WASTE IN THE NHS

You wrote to Tim Lankester on 5.March outlining the efforts being made to
attack waste and inefficiency in the NHS.

My Secretary of State was naturally interested in the extent to which similar
action can be or is being taken in the slightly different circumstances of
the Scottish Health Service, where we have both the benefits and sometimes
the cost penalties of a smaller scale of operating. He therefore asked that
the various points raised in your letter be considered. In practice there
seems no difficulty in keeping closely in line with the various initiatives
that are in hand, and at official level close contact is being maintained
between SHHD and DHSS.

There is however one important issue arising from the Royal Commission's
report which is not directly mentioned in your letter - the possibility of
curbing the drug bill by limiting the range of prescribable drugs. In

spite of the considerable effort devoted to the education of clinicians

on the cost of prescribing (and this effort has been of considerable value)
there is some disposition in Scotland to look sympathetically at the Royal
Commission's approach. Representatives of the medical profession in Scotland,
meeting in the National Medical Consultative Committee{ a statutory advisory
body whose members are appointed by the profession itself and which has no
exact equivalent south of the Border)recently concluded that:-

'"Measures require to be taken to reduce the national drug bill. A
limited list of essential and effective drugs should be prepared.
The list should not be imposed by Health Boards but agreed by
hospital doctors and general practitioners in concert".




We do not know if doctors elsewhere in the UK would be prepared to endorse
that attitude. If the profession as a whole could however be induced to
accept the view that a limited list of drugs - preferably a list which the
profession itself had a major part in compiling - could meet the requirements
of the great majority of cases, the potential saving would be considerable.
Patients could also benefit from a more rational approach to prescribing.
Your Secretary o Statb has of course already indicated that he does not
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I have copied this to Tim Lsnkester and the other recipients of your letter.
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GODFREY ROBSON
Private Secretary
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WASTE AND THE NATIONAL HEATTH SERVICE

You wrote to me on 16 May last about the problem of waste in the public sector,
outside central Government. In my reply of 7 June I explained that the Secretary
of State wanted to follow up our initial response with a more comprehensive report
on the efforts which the Department and the NHS together are making to tackle
inefficiency at all levels in the Health Service.

We have felt it right to delay this further report until we had had time to consider
the analysis and recommendations of the Royal Commission on the NHS. The

Royal Commission was specifically charged with considering the best use and
management of resources in the NHS, and we needed to take their views into account
in reviewing our measures for dealing with inefficiency and waste in the NHS.

The Secretary of State has been urging health authorities to review their efforts
to improve the use of resources in the NHS. The purpose of this report is to
set out:-

a. what the Department and the NHS has been able to achieve so far; and

b. what we are planning to do to ensure that the NHS is run more
efficiently.

WHAT WE MEAN BY WASTE

I should make clear what we mean by waste in this report. The Department has, for
some years, been seeking to ensure that resources are applied where they are most
needed. The establishment of major policy priorities, the introduction of the

NHS planning system, and the implementation of the Resource Allocation Working Party
report are examples of major initiatives designed to ensure that resources are
allocated to policy objectives endorsed by Government after the fullest consultation
with all concerned within and outside the NHS. That is the first step in seeing to
it that the taxpayers' money is well spent.
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The second step - and the main focus of this report - is securing maximum
efficiency in the use of resources once they have been allocated. While the
Government determines the level of expenditure on the NHS, and national policies
and priorities influence the broad disposition of resources, the ways in which
money is spent and staff resources used are largely determined by the day to day
decisions of doctors, nurses and other staff at the operational level. Any
attack on waste has to reach - and influence - those decisions.

ACTION ON THREE BROAD FRONTS

It is against this background that the Department has developed its approach to
reducing waste. Action is being taken on three broad fronts as follows:-

a. encouragement to local management to secure greater efficiency;

b. central initiatives to control particular costs;

c. further developments in management and control systems.

The action under way or proposed on each front is described in the report annexed
to this letter; but it may be helpful to set out the wider policy framework:-

a. Responsibilities of local management

The Government's proposals for making changes to the organisation and
management of the NHS - published last December in "Patients First" - will
simplify the structure of health authorities (removing the area tier) and
strengthen unit management (greater delegation to the hospital and the
community services). Thus the service will be more responsive to local
needs and greater responsibility will be placed on staff at the operational
level, where most decisions on the way money is spent are taken. In the
meantime Ministers and NHS management have increased their efforts to
foster local initiatives designed to improve the running of the service.

b. Central initiatives to control particular costs

Greater delegation to the operational level requires central Government and
the Regional tier to withdraw from detailed intervention in local matters.
But the statutory responsibilities of Ministers and the functions of the
Accounting Officer put an obligation on the Department to take the lead in
introducing major measures to encourage a better use of resources. Recent
examples of this are the target of £30 million savings from streamlining
the NHS; the tighter guidelines for controlling management costs; and the
decision to establish the NHS Supply Council. The Department must also
identify and disseminate examples of '"good practice" (as in the drive to
achieve energy savings).

c. Developments in management and control systems

The Department, in partnership with the NHS, is continuing to develop systems
to give managers better information and better budgeting and control
mechanisms - better information systems is the goal of the Steering Group on
Health Services Information; better budgeting and control mechanisms through
locally based budgets and experiments with incentive budgeting. Much of the
work in this area is directed at administrators, but health professionals,
particularly doctors, must be - and are - involved.




The Secretary of State hopes that this letter and its enclosure set out clearly
the 'efficiency strategy' the Department is following. The Government's pledge

to maintain planned expenditure on the Health Service brings with it an obligation
to ensure that every effort is made to cut out waste. There is still much to be
done on all three fronts referred to above:-

- fostering to the full local initiatives;
- giving priority to curbing the growth of particular costs; and
- maintaining the best possible systems for effective management.
But - as summarised in the Appendix - there are special factors which distinguish

the NHS from other large organisations, and it is relevant to make what comparisons
are possible with the health services of other countries.

The Secretary of State and his colleagues will continue to keep a close personal
eye on progress.

I am sending copies of this letter to John Wiggins (Treasury), Geoffrey Green
(Civil Service Department), Godfrey Robson (Scottish Office), George Craig
(Welsh Office), Sir Robert Armstrong, Sir Derek Rayner, and Sir Kenneth Berrill.
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