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Treasury Chambers, Parliament Street, SW1P 3AG

Rt Hon Patrick Jenkin MP

Secretary of State

Department of Health and Social Security

Alexander Fleming House

Elephant & Castle

London SE1 8BY 20 March 1981

NHS : USE OF ACCOUNTANTS

At Cabinet on 24 February, it was suggested that the technique
used with striking success in the water industry, of bringing in
outside accountants fo find ways of reducing costs and charges,
might usefully be employed more widely, for example in the
National Health Service.

I know you have been looking for ways of increasing the effic-
iency of health authorities, notably by setting up a Management
Advisory Service. Trial projects are to be arranged to establish
how this could best operate, and I understand it has been sugg-
ested that management consultants might play some part in one or
more of the trials.

Clearly there are large differences in functions and attitudes
between health authorities and water a thorities. But Michael
Heseltine thinks it worth applying the saue technique, of a quick
study by a team of outside accountants, in local authorities
(Barnet has already had the first trial run) = where there are no
commercial accounts or Tinancial TATZerE-so that the analogy with
health authorities is closer. No doubt DOE or Treasury officials
can let your people know in more detail the way these accountants
have operated. But briefly, I think the lesson is that with
reasonable co-operation from top manasgement, they have been able
to talk to people down the line and come forward with some sugg-
estions for economies, BOt confined to accounting adjustments
aimed at reduced rates or charges. This does suggest to me that
there may be value in bringing in outsiders for quick studies
elsewhere in the public services, and not least in the National
Health Service. Clearly this would need to be focussed on some
particular authorities or on specific aspects (e.g. purchasing,
to supplement the work of your new Supplies . Council).
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I hope you will agree that officials should examine how this

experience might be brought to bear in the NHS context, and should
report to us before too long.

I am sending copies of this letter to the Prime Minister, Michael
Heseltine, and George Younger.

LEON BRITTAN
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EPARTMENT OF THE ENVIRONMENT
2 MARSHAM STREET

LONDON SW1P 3EB

01-212 3434

MINISTER FOR LOCAL GOVERNMENT
AND ENVIRONMENTAL SERVICES

0 e

I have seen Leon Brittan's letter to you about the

/8

2 April 1981

use of private sector accountants in the Health Service
following our recent use of them in the water industry.
Michael has already written to you about the importance of
proper timing on this, but there are a number of other
lessons that we learnt during the work with the water authorifbics.
I think it is most important that these points are understoo
by any other colleague who is thinking of following the s
path. I was therefore writing to say that I would be ver;
happy to talk to you or whoever might be involved, so thal
our experience can be of help. I think this is particularl;
important if we are to avoid a backlash from the public fin:
sector who are clearly concerned about our water exerci:

who could be very much more vociferous if the exercise is
seen to be repeated very widely and without careful planning.

I am copying this letter to recipients of Leon's

e

SR

TOM KING {*ﬁ~

The Rt Hon Patrick Jenkin MP







2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:
22 March 1981
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I have seen your letter to Patrick Jenkin. Naturally I very
much support the use of private sector consultants to look for

econonies and value for money in the public sector. I am
planning this for local government on a significant scale.

But one crucial point emerges from your letter. The water
exercise had to be sandwiched in a very tight period between the
wage negotiations - which I didn't want to upset - and the rate
fixing meetings. It wes a matter of days. Certainly it produced
results but it is not the right way to proceed normally.

In the future I intend to do the job properly. There will be

not just quick talks with officials but proper in depth analysis
of the costs of an individual organisation and - Jjust as important -
comparative costings with similar organisations.

In conclusion I very much support your approach but hope you
will agree that we should tazke the sdvantage of the time avail-
able to us to do the job thoroughly.

I am copying this to the recipients of your letter - the Prime
Minister, Patrick Jenkin and George Younger.

L

MICHAEL HESELTINE

1 Leon Brittan MP







