Thank you for your letter of 27 August, and for all the work
that must have gone into preparing the statistics that were
attached to it. The Prime Minister was very grateful for this
nexEe .

I attach the final version of the note that I put to the
Prime Minister for her trip to Scotland. I should be grateful
if you could let me know. if it contains any glaring errors. It
would also be useful if you could possibly provide the run of
figures showing the growth in real terms of gross expenditure on
the NHS in Great Britain between 1979/80 and 1982/83, to com-
plement the first line of the brief, which cives the figures in
cash terms. Mark Dexter very helpfully sent me the corresponding
figures for England, but it would be useful if the Great Britain
figures could be provided.

I am copying this letter and its enclosure to Jill Rutter
(HM Treasury).

Mrs. Carole Souter,
Department of Health and Social Security.




Some statistics on the NHS, which I hope cover

points you made this morning;

A speaking note for Ministers prepared by

Mr. Fowler's Office;
The brief you used for Questions in July;
The extracts from the Report of the Royal Commission on the
NHS pointed out by Sir Alec Merrison;
Vauxhall advertisement in the Daily Mail which

asked for.
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1979/80 1980/81 1981 /82
12/, O1TB 18.4: B 14.5 B

(increase in cash
terms over 1979/80
of 55%: the RPI
has increased by
about 40% in the
same period)

Personal Social 1.93B 2.30B n/a
Services:

Education: 10.01B 12.33B nja | n/a

Social Security :
Benefits: L .4 E 23.46B n/a2i n/a

Compare Total Yield from Income Tax 1981/82 £28.5B
In 1982/83, 1p on the Income Tax yields £950M

2 Per Capita Expenditure

Assuming a GB population of 54.3M (1981):
1979/80 1980/81 1982 /83

about €170 £220 2 ¢ £265
for every man,

woman and

child

Personal Social _
Services: ' 4 g 35

Education:

Social Security
Benefits:




% increase

Great Britain: £1.45B 2 .646! R2%

RPI : 173.2 (Av Q1 224 . ¢
79 to Q180) (Q181 to Q182)

30%

Scotland: £262M ¢385M 47%

e.g. GB: about £25 per head in 1979/80, £50 in 1981 /82
Scotland: about £50 per head in*1979/80, £75 in 1981/82

Scottish figures assume a Scottish population of. 5.1M.

4. Cost of offer
Great Britain: original offer: £282.5M (£40M)

(Scottish figures final offer: £418M (£51M)
in brackets) ;

to meet 12% claim;: c740M (£89M)

These cover all grades under negotiation
(not doctors, who have settled).

The addition to the nurses' paybill of the 7.5% offer
would be about £200M. (GB)

D% Number of Nurses

England: Up by the equivalent of 34000 between 1979 and 1981

Scotland: Up by the equivalent of 5000 between 1979 and 1981

6. Total Staff

England: Up by equivalent of 47000 between 1979 and 1981
Scotland: Up by the equivalent of 6000 between 1979 and 1981

Total UK: Up by the equivalent of 57000 between 1979 and 1981




1981

39000: up 5.1% or 1900

Scotland: Up by about 155 GP8 and 38 Hospital and Community

Service Doctors
or by 193 in total

Breakdown of the Offer
Nurses and Midwives

Ambulancemen, pharmacists, etc.
Other groups
Of the nurses, the "hard to come by'" groups such as tutor nurses

will get as much as 10.4%. The "administrative'" nurses may
get less than 7.5%.

Illustrative Earnings Figures (These apply throughout the UK)

Grades comparable with Female Non-Manual Workers, for whom
average earnings in Scotland is £92.50 (April 1981)

Student Nurse 1st Year:

Current Average Earnings : £69.
an extra £5.23 or 7.5%
After final offer, if accepted: £74.

Staff Nurse :‘on Maximum:

Current Average Earnings

an extra £7.50 or 7.5%
After final offer,

Ward Sister on Maximum:

Current Average Earnings

dn.dxtra £11.84 or 7.5%
After final offer




Current Averag

After final

Male Porter:

Current

After final offer S ETO6NE

an extra

an extra

£9,

£6.03

Grades Comparable with Female Manuals, Average Scottish Earnings

of £73.30 (April 1981)

Female Porter:

Current Average Earnings

After final offer

an extra

4,97 or 6.0%




National
- would a

The offer is fair. It ranges on for a

administrative and clerical and te i 6.5 per cent for
ambulancemen and hospital pharmaci = midwives

and professions supplementary to medicine. It compares with settlements for
civil servants (5.9 per cent) and teachers (6 per cent) - both reached after
arbitration; with the armed forces (6.1 per cent) and university teachers and
senior administrative staff (5 per cent); and with the police, whose net increase
after increased pensions contributions is 5.6 per cent. More than 8 million
workers in the economy as a whole have settled for increases averaging 7 per cent.

It will cost the taxpayer £417.8m. to fund the Government's final offer to staff
in Great Britain. The unions' demand for 12 per cent would cost £740m. The
additional £320m. would run 12 average district general hospitals for a year or
cover the earnings of 50,000 staff nurses.

It is true that there are NHS workers receiving low pay. But that is not unique
to the health service; the profile of pay within the service is not substantially
different from that within the economy as a whole, where almost three million
people - one fifth of all full-time adult employees - earned less than £80 a week
last year. The NHS employs people of widely varying skills and levels of
responsibility who consequently receive varying rates of pay. There is no
indication that NHS staff are paid less than workers elsewhere who are doing
comparable jobs; and the NHS is not experiencing difficulty in recruiting and
retaining the staff it needs.

Full-time female NHS ancillary staff earn on average about £84 per week; the
average earnings of all female manual workers in the economy are about £72 per
week. Full-time male ancillary workers earn on average £104 per week, compared
with £118 per week for manual workers in the economy as a whole for a group with
a higher proportion of skilled jobs than in the NHS.

There is one way in which NHS staff are in a different position from other

workers, and that is in terms of job security. The Government's commitment to

the NHS has led to its increasing its funding to the record figure of £14.5 billion
in Great Britain this year - a growth in real terms of 5 per cent since 1978-79.
This has meant an increase in jobs of 57,000 over two years, at a time when
manpower cuts have been the general rule in the public service. The Government
has moved from the original 4 per cent pay factor in making the increase from

its earlier offer to its final one. 1In the case of the Civil Service, for example,
although there has been an average pay increase of 5.9 per cent, the increase

in the wages bill is being held at 4 per cent, the difference being made up in
lost jobs. The position in the NHS is completely different.

The Government would like to move forward to discussions about improved pay
determination arrangements for the future, so as to reduce the danger of there
being more disputes like the present one. Talks are already under way on these
with nurses and midwives - an indication of the Government's, and public's,
recognition of the special skills and responsibilities of this group, which is
why they and other comparable groups like physiotherapists have received a
higher pay offer.
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The new Oller Wil ~h has been made DY ne oecret T Skt

Social Services is right in the middle of the r: of recent

pay settlements in the public sector: 6. 19 for the armed forces,

5.9% for the civil service, 6% for the teachers, and 4% for Ministers
ool

and MPs. It is a reasonable offer. The unions' continuing demands

fér 12% are unreasonable. I very much hope that they will think
again, and that we will see an end to the damaging industrial action
of recent weeks. Strike action harms patients, endangers jobs,

and will not have the effect of persuading the Government to increase

the present offer. We have now made our maximum ofters

Supplementaries

The new offer 1is

Low in relation to the TSRB awards! The Clegg Commission

PR

gave the National Health Service its equivalent of the
TSRB awards. They caught up in 1980. The TSRB groups
are still only 8% above the 1980 recommended levels.

Nurses are now nearly 14% above their 1980 (Clegg) level.

L=y —— e

How can the Government claim that the nurses are a special

case at 73% when the police got 13.2% and the fire service

9.7% and the water manuals 8.8%?

Answer: We have been pursuing for some time now our desire
to establish long term arrangements for determining nurses pay
designed to avoid the kind of problem we have experienced this

year.

S Low Pay: Everyone is against low pay - provided that
higher pay is linked with higher productivity and so does
not lead straightforwardly to higher unemployment .

low pay is a wider problem than the NHS.

e




L 15 O V1eWw the nurses are

Y

iy

a special case and that 1s why we have framed our offer

as we have, and we are seeking long term arrangements
for nurses pay. We necessarily deal with the professional
bodies separately from trade unions, because it is the

wish of the professional bodies not to be affiliated

to the unions. That is surely their right.




Nurses and midwives 73%
Ambulancemen, pharmacists etc. 63%
Other groups 6%

nurses will get as much as 10.4%.

Hospital and community health service expenditure rose

from £4.4b in 1978-79 to £8.2b in 1982/83 - i.e. by

ey

o LR
5.8% in real terms. —

—e—

Nurses' paybill in March 1979 £1.45b. In March 1982 = £2.646Db.
Numbers up 34,000 (England) between 1979 and 1981 - to
479,000 (all figures .in whole-time equivalents). Total

NHS staff increase 47,000.

We funded a reduction in nurses' working week from 40 to

373 hours (equivalent to 631% on basic pay).

In 1960 there were 565,000 staff: in 1979 1,200,000.
Some 55% of full-time nurses earned less than £100 per
week in March 1982 (many of these student and pupil

nurses; 17% of all nurses are students or pupils).

Pay increases for nurses and midwives have more than kept

pace with inflation since May 1979 (up 59% - cp civil

servants 57%).

Cost of original offer to all NHS staff <£233m.~ EFE 2
e Cosk of nw of (Y s
. fo £ 2 = bouvd) €89278m. 4 1

To meet the 12% claim would cost L£700m. et ﬁxiﬁf&é
THO ™
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some risks papedf the

Health Service workers allow their anger t in out «cf control.
Thereé~™can .be no point in taking it out on the injured, the sick,

the o0ld and others who depend on the
Mr. Ennals, February 1979.

"] deplore the way in which some situations have been used for

party political purposes." And: "Is it not deplorable that party

political capital should be made out of the positive difficulty

that arises?'".

Ennals in February 1979

The First was Mr.

The second Mr. Laurie Pavitt, during the same period.

"T must make it clear that the Government will not abandon
its responsibilities and let wages rip. The only result would be
mounting inflation, balance of payments problems, cuts in public
services, high taxes and rates,more on the dole. Those who
suffer most from this will be the low paid, and those on fixed

incomes such as pensioners."

My .. Ennals, 1979




I.'tr no
proposition put to us by onec medical witness that
whole of the gross national p 4

21.6 It was also argued that the NHS should get more money !.":-_‘;:n;c
other countries spend iTIC':L on their health services than we do. Figure 21.i
shows the proportion of gross domesti product devoted to health services by a
number of developed countries, Alil eugh such international comparisons are
not wholly reliable there seems little doubt that the UK is towards the be tom
of the lcague.’

21.7 These arguments do not take us far in establishing what the right
level of expenditure on the NHS should be, if indecd there is meaning in the

I
concept of *‘the right level”. We noted in Chapter 3 that international
comparisons do not suggest that greater c\]u\dnm automatically leads to
better health in those countries con sidered, and it is at least arguable that the
improvement in the health of the nation .\m.ld be greater if extra resources
were, for example, devoted to better housing.

21.8 There arc also the questions of whether the NHS is making the best
possibie use of existing resources and the extent to which additional funds
would be used to benefit patients directly or to increase the salaries and \azagr»
of NHS workers. We consider that NHS gives good value for money, but
there is still considerable room for improvement. Regional z‘\dm:m.\lr.-,mrs in
England told us:

“The National Health Service has become accustomed throughout the 2
years preceding reorganisation to the prospect of continual growth in the
financial resources availabie 10 it. Though agreeable, the result has been
to allow slack management, with no incentive to examine obsolete patierns
of spending, or to develop a coherent plan for the future.”

'See also Table 3.6.
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. i : public and
private purse, particularly when those claimants may well contribuie them-
selves to the p yod health of the nation. Nor have we any evidence 10 Suf 'i'l'“.l

that the NHS has fared badly in this competition. But this docs not mean that
we are satisfied with the nation’s present level of expenditure —.no thoughtful
person could be — and indced our recommendations would, if adgpted, add
significantly to NHS expenditure. The national income is growing, il relatiy ely
slowly, and it is right that as it does, more resources should be devoted to the
care of the nation’s health.

21.11 But we should sound two notes of caution. The first is that spending
— : 4 ary ; - 3 < T
more on the NHS will not make us proportionately healthier or live
proportionately longer, though it may improve the comfort and quality of life
of patients or the pay and conditions of stafl. The other is that whatever the
expenditure on health care. demand is likely to rise to méet and cxceed it. To
fy the demand for health care is illusory, and that is

believe thatl one can satis

something that all of wus, patients and providers alike, must accepl in our

thinking about the NHS.

Methods of Financing the NHS

21.12 The NHS is funded almost entirely by the Exchequer. ‘In 1978/9,
88% of NHS finance was raised through gencral taxation, 9.5% from NHS
national insurance contributions, 2% from prescriptions and other charges, and
the balance from other sources such as sale of land and port health charges.

‘The proportion of finance from general taxation has risen since the early 1960s,
while the importance of both the NHS insurance contribution and revenue
from charges has declined. At no siage has less than 94% of NHS expenditure

been raised from general taxation and NHS insurance contributions.

21.13 We received scveral proposals for changing the arrangements for
financing the NHS. Their purpose was either to supplement the Exchequer
contributions, or to replace it with a system which might encourage more

'Pepartment of Health and Social Sccurity, The Way Forw ard: Priorities in the Health and
Social Services, London, HMSO, 1977, Appendix 111, pages 35-42.
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% of all FHS ataffl

3e :[“Ej;‘_r-}.?. Other NI
1671

Admin end Clerical = ) 1688

incillary 21875
Ambulance Staff AAD 1100

¥aintenance 3519 2540

Works (incl in #aint abtove)

P

Total 24189

s =

4. (a) Av. Ko Available Bedp

63811
/
(b) Av. ¥o Qccupied Beds

5, Patient Activiiy (I

1919

735446
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] Waiting List

s i e e A

1681

%z F.A. 05! 336 £7180
fetual Pomerical Increszsge OovVer 1071 2= 5315 19114

% Incrense over 1 T1im X 39.17%

Cost of FES

Real Terma
Appropriation Total Cesd Growth
4/c Vet FHS Cent (Outturn) ~— 1971-72 = 109

235.3
609.6-
940.5

1981-82 1373.0
(provisional)

10, GCoct of murmesa? pay 197580 £042m
Cost of mmrses?! pay 1981-82 £335m
41, Cost of Administrative and Clerical only pay 197980 E5AM

Cost of Admimisirative and Clerical only pay 1681-82 (est) £80M,

¥.B.i.Copts far all aspects of the pay bill prier to 1977 mot held.

{i.Constant price figures for irdividual pay groups are not avsileble a5 owr
reocords are not compiled in this fashion.

Septtish Office
27 Aunmini 1632
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; e hrieftrr 6 Hroribiti »
cmmunity service volunteers for invalid care allowance;
any if he will make a statement.

Mr. Rossi: I understand that in certain such cases
referyed to him, the chief insurance officer has drawn
attenfjon to the published Commissioner’s decisions
R(P)3552, R(P)1/65 and R(P)4/68 and has suggested that
these pgint to the conclusion that the volunteers concerned
were gainfully employed and receiving payment in excess
of £6 a week, which is the current earnings limit for invalid
care allowance. It is, of course, open to any claimant who
is dissatisfed with the insurance officer’s decision to
appeal to the local tribunal.

Managemédnt Information and Accounting System

Mr. Eggar\ asked the Secretary of State for Social
Services whichMinister in his Department is responsible
for management\ information and accounting within his
Department.

Mr. Fowler: I'am.

Cigarette Advertising

Sir Peter Mills ashed the Secretary of State for Social
Services if he will intrqduce legislation to ban all cigarette
advertising on home vifleo cassettes,

Mr. Kenneth Clarkd: I refer my hon. Friend to my
hon. Friend's reply Yo the hon. Member for
Wolverhampton, North-East (Mrs. Short) on 15
July—[Vol. 27, c. 457.]

Nurges

Mr. Pavitt asked the Secyetary of State for Social
Services if he will take steps to dnsure that qualified nurses
working within the family pragtitioner service will be
employed by the district health agthority in common with
other nurses.

Mr. Kenneth Clarke: I shall letthe hon. Member have
a reply as soon as possible.

Fluoridation

Mr. Arthur Lewis asked the Secfetary of State for
Social Services whether, in the light of the answer to the
hon. Member for Newham, North-West op 1 July, Official
Report, c. 385, giving the total sums Allocated to the
Fluoridation Society for the period 19M to 1983 as
£65,000 and the answer on 27 July, Official Report, c.
485, giving the figure of £71,000 for the sarhe period, he
will take steps to improve the general\ accounting
efficiency of his Department.

Mr. Kenneth Clarke: I shall let the hon. Melnber have
a reply as soon as possible.

New Cross Dental School

Mrs. Dunwoody asked the Secretary of State for §ocial
Services (1) whether he will inform the committée of
management at New Cross Dental School that it\has
authorisation to offer the staff section XXXIX of ‘the
General Whitley Council Conditions of Service;

(2) whether, in view of the fact that clinical tutors arg

436
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rvice, he will authorise the committee of management
ew Cross Dental School to waive the part of section

Mentally 111 and Mentally
ped Persons

Mr. Hordern asked the Secretary of State for Social
Services (1) if he will publish a\able showing the number
of geriatric patients in hospital itN\England and Wales in
1952, 1962, 1972 and in each of thewost recent five years
to the latest convenient date, and the pspportion that such
patients bore to the total number in hobpital in each of
these years;

(2) how many people were held in

in 1952, 1962, 1972, and in each of the most rec
years to the latest convenient date.

Mr. Kenneth Clarke: I shall let my hon. Friend ha
areply as soon as possible

National Health Service (Expenditure)

Mr. Montgomery asked the Secretary of State for
Social Services if he will make a statement on National
Health Service expenditure and on the outcome of the
study of sources of finance for health care.

Mr. Fowler: Between 1978-79 and 1981-82 the
Government provided for increases in National Health
Service services of 5 per cent. There should be some
further growth in services this year. The Government have
no plans to change the present system of financing the
National Health Service largely from taxation, and will
continue to review the scope for introducing more cost-
consciousness and consumer choice and for increasing
private provision which is already expanding.

Pensions

. Whitehead asked the Secretary of State for Social

5 what would be the saving to the Exchequer of

female pensionable age to 61, 62, 63, 64 and
ctively.

ly to my hon. Friend the Member
Mr. Hordern) on 19 November
-it is estimated that the net

raising pension age for women
order:

Raising
pension age
fo

65
64
63
62
61




