we agree entirely with the view expressed in the Government White Paper,
quoted above, that such authorities could not be made responsible to a
National Board or Corporation for the administration of their health
services.

146. We conclude therefore that the Minister of Health and the Secretary
of State for Scotland should continue to remain directly responsible to
Parliament for the administration of the Health Service.

GENERAL CONCLUSIONS ON THE STRUCTURE OF THE
NATIONAL HEALTH SERVICE

147. We believe that the structure of the National Health Service laid
down in the Acts of 1946 and 1947 was framed broadly on sound lines,
having regard to the historical pattern of the medical and social services
of this country. It is very true that it suffers from many defects as a result
of the division of functions between different authorities, and that there is
a lack of co-ordination between the different parts of the Service. But the
framers of the Acts of 1946 and 1947 had not the advantage of a clean
slate ; they had to take account of the basic realities of the situation as
it had evolved. It is also true that even now, after only seven years of
operation, the Service works much better in practice than it looks on paper.
That it should be possible to say this is a remarkable tribute to the sense
of responsibility and devoted efforts of the vast majority of all those engaged
in the Service, and also to their determination to make the system work.

148. We are strongly of opinion that it would be altogether premature at
the present time to proposec any fundamental change in the structure of the
National Health Service. It i1s still a very young service and it is only
beginning to grapple with the deeper and wider problems which confront it.
We repeat what we said earlier—that what is most needed at the present
time is the prospect of a period of stability over the next few years, in order
that all the various authorities and representative bodies can think and plan
ahead with the knowledge that they will be building on firm foundations.

149. The present National Health Service is both too recent in origin and
also bears too much the imprint of the historical circumstances from which
it sprang, for any one fo be able to do more than make a guess at the lines
along which it may be expected to evolve. Those who have spent the greater
part of their working lives under quite different conditions—for example
- consultants serving voluntary hospitals in an honorary capacity ; Medical
Officers of Health; members of local authorities in charge of municipal
hospitals—these and many others have not always found it easy to adapt
themselves to the new order of things. Some of the strains and stresses of
the National Health Service are attributable to the difficulty experienced by
many, who had grown up under the old system, when called upon to operate
a service administered on different lines. Longer experience of the working
of the Service and the gradual emergence of a new generation may make
comparatively simple many things which now appear difficult or
impracticable,

150. What is essential is the recognition that the hospitals, the general
practitioners and the local authorities have each an indispensable task to
fulfil in their respective spheres. They are however each severally only a
part of a single National Health Service; and the efficiency of the Service
depends not merely on the quality and quantity of the work that each of
these branches performs within its own sphere, but on the degree to which
they co-operate with one another to accomplish the ends for which the Service

as a whole exists.
62

£ ey

R A P g

S P R Ve

R Yo S U T R

D "
g 11 W ek

151. We conclude therefore that no sufficiently strong case has been made
out for transferring either the hospital service or the Executive Council
services to the local health authorities, nor for transferring the Executive
Council services to the Regional Hospital Boards.

In our view, a more important cleavage than the division of the National
Health Service into three parts is that between the hospital service and the
services provided by the local authorities under Part IIT of the National
Assistance Act, and we come back to this point in Part V of our Report
when dealing with the services relating to the care of the aged.

152. Having reached this general conclusion, we now go on to examine
in detail the hospital, family practitioner and local health authority services
in turn. For each of these services, we shall describe : —

(i) the public services which existed before the inception of the National
Health Service ;

(i) the services provided under the National Health Service Acts;

(iif) the main suggestions made to us in evidence for improving the
efficiency and economy of the Service ; and

(iv) our considered views on those suggestions.

While this may seem at first glance to be a rather lengthy form of presen-

tation, we feel that it will serve a useful purpose to have this material
summarised and placed on record in our Report.

PART 11
HOSPITAL AND SPECIALIST SERVICES

Brief History Pre-1948
Eungland and Wales

153. Before the introduction of the National Health Service in 1948, there
were two distinct systems of public hospital provision in this country—the
voluntary hospital and the municipal hospital—each with its own separate
origins and traditions. In fact, on the Appointed Day, 1,143 voluntary
hospitals with some 90,000 beds were taken over by the National Health
Service in England and Wales, and 1,545 municipal hospitals with about
390,000 beds. Of this latter number some 190,000 beds were occupied by
patients in mental and mental deficiency hospitals, and there were mnearly
66,000 beds still administered under the Poor Law. In Scotland 191 volun-
tary hospitals with about 27,000 beds were taken over and 226 municipal
hospitals with some 37,000 beds.

Voluntary Hospitals

. 154. The voluntary hospitals varied enormously in size and function, rang-
ing from the well equipped large general hospital (with distinguished specialists
and consultants available) to the small cottage hospital served in the main
by local general practitioners. A few of the voluntary hospitals could trace

their origin back to medizval ecclesiastical foundations, but the great majority
had come into existence since the middle of the 18th century.

Each hospital had its own governing body which usually delegated its
management functions to a Chairman, House Governor (or other officers)
acting in conjunction with an Executive or House Committee. The medical
care of the patient was entrusted to the visiting physicians and surgeons, etc.,
who jointly comprised the medical staff and acted in an advisory capacity
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to the governing body. Each governing body planned its own service for
the public as it thought best, subject to the conditions laid down by its
constitution. Income was of course derived from voluntary subscriptions,
donations or endowments, and payments by patients.

Municipal Hospitals .

155. The municipal hospital service had developed from a wide variety of
sources. There were the hospitals and institutions administered under the
Poor Law, and the general hospitals maintained by local health authorities
since 1930 under their public heaith powers. These together represented a
very wide service, at every stage of development from the chronic sick wards
of the Poor Law Institution to the fully equipped hospital with highly skilled
staff. There were, too, the infectious diseases and isolation hospitals, tuber-
culosis sanatoria, mental hospitals and mental deficiency institutions, many
of which were provided through Joint Boards or Joint Committees of the
responsible authorities.

At the beginning of 1948, the authorities responsible for providing the
municipal hospitals were generally the councils of counties and county
boroughs—with the exception of the infectious diseases hospitals which were
normally administered by the councils of county boroughs, boroughs, urban
districts and rural districts in accordance with schemes drawn up by the
county councils. The services were financed from the local rates with some
indirect Exchequer assistance through the operation of the block grant to
local authorities under the Local Government Act, 1929.

The local authority hospitals were administered through the. department
of the Medical Officer of Health whose representative at each hospital was
a medical superintendent directly responsible to him for the whole adminis-
tration of the hospital (excluding such matters as finance, building and stores,
in which the clerk, steward or engineer of the hospital might be responsible

-to the local authority’s treasurer, clerk, stores purchasing department, or

engineer). During the 1930’s however there was a tendency to give a measure
of direct responsibility to the clerk or steward (and to the matron) for their
respective duties, and to give these officers direct access to their opposite
numbers at the Town or County Hall.

Charges

156. Local authorities were required to charge patients what they could
reasonably afford towards the cost of treatment and accommodation provided
(except in the infectious diseases hospitals where the authority had a dis-
cretion), and the voluntary hospitals usually followed the same practice.
Many people made provision for this liability by joining one of the hospital
contributory schemes, which undertook to meet the cost of hospital treatment,
etc., in return for a weekly subscription. The total membership of these
schemes was about seven million without reckoning dependents; and the
voluntary hospitals shortly before the war were deriving from them about
one half of their total receipts.

Scoiland

157. In broad outline the development of the hospital services in Scotland
was similar to that in England and Wales, but in 1948 the voluntary hospitals
in Scotland were providing much the bigger part of the institutional service
for the treatment of acute medical and surgical conditions. Only at a fairly
fate period did the local authorities enter the general hospital field, and at the
Appointed Day there were less than a dozen local authority general hospitals,
practically all of them in the four cities. The tradition of the Scottish
voluntary -hospitals was to afford free treatment. There had been little
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development of the pay bed system; and it was not customary in Scotland
to ask the patient in ordinary wards to make a payment towards the cost
of his treatment.

Emergency Hospital Schéme

158. This very brief note on the historical background would not be com-
plete without a reference to the war-time Emergency Hospital Scheme which
had a considerable effect on the development of the country’s hospital
services. This Emergency Service was responsible for adding in England,
Wales, and Scotland about 65,000 hospital beds, by the erection of new and
the extension of existing buildings ; also for upgrading many of the surgical
and other facilities at hospitals ; developing specialised treatment centres ;
and providing recovery and convalescent homes. Here was the beginning of
an organisation which sought to plan the hospital service as an integrated
whole and to transform the patchwork of individual hospitals into a coherent
regional scheme.

A National Hospital Service.

159. The experience of the Emergency Hospital Service, the results of a
survey of the hospitals of the country carried out with the help of the
Nuffield Trust, and the influence of the Beveridge Report of 1942, all com-
bined to demonstrate the need and inspire the preparation of plans for the
reorganisation of the nation’s hospital service. These plans were brought to
fruition in the Acts of 1946 and 1947 which transferred most of the hospitals
in the country and their staffs, to the Minister of Health and the Secretary
of State for Scotland. Less than 300 hospitals, mostly quite small, were dis-
claimed and remained under private management.

Hospital Services provided under the National Health Service in England and
Wales

160. The National Health Service Act of 1946 charges the Minister with the
duty of providing, throughout England and Wales, hospital and specialist
services ‘““to such extent as he considers necessary to meet all reasonable
requirements .

Under the service, in-patient and out-patient treatment of all kinds is
provided, together with consultant advice in the patient’s home where neces-
sary. The hospital accommodation provided by the service includes general
and special hospitals; maternity accommodation; sanatoria; infectious
diseases units ; chronic sick hospitals ; mental hospitals and mental deficiency
institutions ; out-patient clinics ; and convalescent homes.

161: All hospital property, whether land and buildings or equipment, is
vested in and belongs to the Minister. There are in all some 3,200 hospitals
(with about 477,000 available beds) and clinics, etc., in the service and a
staff of over 320,000 employed whole-time and 70,000 part-time. Further
services are provided by contractual arrangement with a number of institutions
which remain privately owned.

162. In addition to the provision of drugs when prescribed, various kinds
of appliances (e.g., surgical boots, artificial limbs and wheeled chairs) are
provided for patients through the hospital service where necessary.

163. Normally patients are referred for hospital treatment by their family
doctors, and they may use the hospital service whether they are being
treated by their family doctors privately or under the National Health Ser-
vice. If they are too ill to visit hospital (either by public transport or by
ambulance) the family doctor can arrange for a consultant to visit the
patient at home.
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Where patients use public transport to and from hospital, the travelling
expenses may be refunded in cases of hardship, after an assessment of the
patient’s means by the National Assistance Board.

164. The great majority of patients are accommodated in general wards, but
in many hospitals there are a number of “amenity beds > in single rooms or
small wards where patients who desire privacy which is not considered neces-
sary on medical grounds may be accommeodated for a charge of 6s. or 12s. per
day depending on the size of the room. In all other respects, such patients
are treated in the same way as patients in general wards, and no charge i8
made for treatment or normal maintenance.

At some hospitals, a number of “ pay beds” are also set aside for the use
of patients who prefer to make private arrangements to be treated by a con-
sultant of their own choice. The patient using one of these beds is required
to pay the full cost of maintaining it in addition to the fees of the consultant
providing the treatment. In most instances there is a maximum limit to the
fees that a consultant may charge to patients occupying pay beds.

Of the 477.000 beds provided in the service in England and Wales, only
about 6,000 are set aside for use as amenity beds and approximately the same
number for use as private pay beds. (See also paragraphs 416424 below).

Charges

165. Apart from the amenity bed and pay bed accommodation already men-
tioned, the hospital and specialist services are generally available free of
charge to patients under the National Health Service. Charges may, however,
be made for:—

(@) The supply of appliances of an unduly expensive type or their
replacement or repair ; or the replacement or repair of any appliance
previously supplied which is damaged owing to carelessness.

(b) The supply or replacement of dentures and glasses {0 out-patients
where the examination or sight testing took place on or after 21st
May, 1951.

(©) The supply of drugs and medicines to out-patients on or after the

1st June, 1952 ; and the supply, repair or replacement of certain
appliances to out-patients ordered or prescribed on or after 1st June,

1952.

(d) Private out-patient freatment. .

(¢) Recoveries under the Road Traffic Acts from car users and insurance
companies of payments which they are required to make where hos-
pital treatment is required following a road accident.

(f) Certain miscellaneous items. (See Appendix 4).

The charges referred to in (b) and (c) above were introduced by the Acts
of 1951 and 1952 and were part of the measures designed to keep the net cost
of the Health Service within £400 million per year ; in the main they were a
corollary to the introduction of similar charges for the general practitioner
services. Further information about the hospital charges (showing the people
who are exempt, and the income yielded by the charges in England and Wales

in 1953-54) is given in Appendix 4.
How the Hospital and Specialist Services are provided in England and Wales

Non-Teaching Hospitals

166. In the case of the non-teaching hospitals, the services in England and
Wales are provided through the agency of 14 Regional Hospital Boards
and 388 Hospital Management Committees.
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Regional Hospital Boards

167. Each Regional Hospital Board is responsible for a Hospital Region
whose boundaries were designed to ensure that the Board’s services could

. be linked with a University and its associated medical school or schools.

There is one teaching hospital in each of the ten Hospital Regions in the
provinces, and 26 teaching hospitals (12 undergraduate and 14 post-graduate)
in the areas of the four Metropolitan Hospital Regions. The Regional
Boards have no control, financial or other, over the teaching hospitals in
their areas, though they have the right to nominate a certain number of
members to the Boards of Governors of teaching hospitals. The populations
served by the Regional Boards range from 44 million to 11 million (approx.).
(In Appendix 6 we show the areas of the Hospital Regions in England and
Wales and, in Appendix 6A, the estimated population, the number of Hospital
Management Committees, the number of hospitals and clinics, and the number
of beds in each Region.)

The Minister is responsible for appointing the Chairman of each Regional
Board and such other members as he thinks fit after consulting the asso-
ciated University, organisations representative of the medical profession, the
local health authorities in the Board’s area, and such other organisations as
appear to the Minister to be concerned. (See Part I of the Third Schedule
to the 1946 Act). The numbers of members serving on Regional Hospital
Boards range from 21 to 31.

Functions of the Regional Hospital Boards

168. Under the general guidance of the Ministry, and in collaboration with
the Boards of Governors of teaching hospitals, the Regional Boards are
responsible for planning and co-ordinating the development of the hospital
and specialist services in their Regions and for generally supervising(l) the
administration of the services (particularly in relation to expenditure).
Because of their planning responsibilities, the Regional Boards are also
entrusted with the duty of drawing up and carrying out (with the Minister’s
approval) programmes of capital works for all the non-teaching hospitals
in their Regions. They also have responsibility for: —

(a) appointing the Chairmen and members of Hospital Management
Committees ;

(b) appointing(®) and paying the senior medical and dental staff at non-
teaching hospitals; and, since the end of 1952, approving any

. increases in Hospital Management Committees’ staffing establish-

ments within certain broad categories ;

(¢) allocating the Region’s maintenance moneys(®) to Hospital Manage-
ment Committees and approving Hospital Management Committees’
estimates of expenditure ;

(d) making contractual arrangements with institutions outside the service
for the provision of additional beds ; and

(e) running the blood transfusion and mass-radiography services.

Functions of the Hospital Management Committees

169. Under the general guidance of the Regional Hospital Boards, the
day-to-day running of the hospitals is entrusted to Hospital Management

(") For our observations on the development of the powers and functions of Regional
Hospital Boards and Hospital Management Committees, see paras. 194 to 231.
(® Since December, 1952, the Minister’s prior approval has been required for additional

appointments within certain categories. .
() Maintenance moneys are the sums allocated to meet the current costs of runmning the

hospitals.
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Committees appointed by the Regional Hospital Boards. At present there
are 388 Management Committees, each responsible for the administration

of a group of hospitals or a single hospital (usually a large one such as a

mental hospital or mental deficiency institution) in accordance with regional

‘schemes approved by the Minister, The Management Committees appoint

and pay all the staff employed at their hospitals (except the senior medical
and dental staff who, as already indicated, are appointed by the Regional
Boards), but in recent years have required the Regional Boards’ approval
to increases in establishments within certain broad categories.

The Chairman of a Hospital Management Committee is appointed by the
Regional Hospital Board who also appoint such other members as the Board
think fit after consulting with the local health authorities and Executive
Councils in the Board’s area, the senior medical and dental staff employed
by the hospitals in the Hospital Management Committee Group, and such
other organisations as appear to the Board to be concerned (see Part 11 of
the Third Schedule to the 1946 Act). The number of members serving on
Management Committees ranges from 9 to 28. It is the practise of most
Hospital Management Committees to appoint House Commmittees for each
hospital (or a number of hospitals) within the hospital group.

Functions of the Boards of Governors

170. In the case of the teaching hospitals (i.e., those hospitals which, in
addition to providing hospital services for patients, also provide clinical
facilities for the undergraduate or post-graduate training of medical and
dental students) the hospital and specialist services are provided through the
agency of 36 Boards of Governors who are directly responsible to the Minister
for the management and control of the teaching hospitals in the country.

In general, therefore, the Boards of Governors combine the functions of a
Regional Board and a Management Committee. They carry out their own
capital works and expend their maintenance moneys in accordance with
estimates approved by the Ministry, and are responsible for appointing their
own staff. In recent years, the Boards have required the Ministry’s prior
approval to the appointment of additional staff within certain categories.

The Minister appoints the Chairman of each Board and such number of
other members as he thinks fit. A certain proportion of the members are
nominated by the University with which the hospital is associated, by the
Regional Hospital Board, and by the medical and dental teaching staff of
the hospital ; the remainder being appointed by the Minister after con-
sultation with such local health authorities and other organisations “as
appear to the Minister to be concerned ” (see Part III of the Third Schedule
to the 1946 Act). The number of members serving on a Board of Governors
at present varies from 16 to 30.

Voluntary service of members

171. All the members of Boards of Governors, Regional Hospital Boards
and Hospital Management Committees give their services in a voluntary
capacity and receive payment only for loss of earnings and additional expenses
incurred in attending meetings etc., and for their travelling and subsistence
expenses.

The Ministry’s role .

172. We have been told that, since the introduction of the Service, it has
been the Ministry’s aim to allow Boards and Committees a wide measure of
autonomy ‘in the administration of hospitals, subject always to the Minister’s
overall responsibility to Parliament. The Minister issues memoranda of
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guidance to Hospital Boards and Management Committees ; and officers of
the Ministry regularly meet the Chairmen and senior officers of Regional
Boards and the senior officers of Boards of Governors for discussions on
matters of general interest.

Other Hospital functions

173. Certain functions relating to the hospital service remain outside the
financial responsibility of the hospital authorities. The more important of
these are: —

(i) Acquisition of land and buildings. The power to acquire land and
buildings is reserved to the Minister, though proposals usually
originate with the hospital authorities concerned.

(ii) War Pensioner Hospitals and various related services. The Ministry
are responsible for the direct administration of the hospitals which
were formerly administered by the Ministry of Pensions; also for
the provision of artificial limbs etc., supply and upkeep of invalid
tricycles (formerly provided by the Ministry of Pensions om an
agency basis for National Health Service patients).

(iii) Public health laboratory service. This service, which is distinct
from the pathological laboratories in hospitals, is provided by the
Medical Research Council on an agency basis. It is intended to
assist in the diagnosis, control and prevention of infectious disease.
Its work includes the bacteriological examination of specimens in
laboratories established throughout the country and is carried out
in close co-operation with Medical Officers of Health.

(iv) Area nurse training commiftees. Under the Nurses Act, 1949, -

responsibility for nurse training arrangements is now vested in com-
mittees answerable to the General Nursing Council. There is one
Committee for each regional hospital area with financial responsi-
bility for tutorial expenses.

(v) State Institutions. Broadmoor Institution and the Rampton and
Moss Side Hospitals for Mental Defectives with dangerous or violent
propensities are administered directly for the Minister by the Board
of Control.

How the Hospital and Specialist Services are provided in Scotland

174. There are five Regional Hospital Boards in Scotland serving popula-
tions varying from 2,800,000 in the Western Region to 190,000 in the Northern
Region ;(1) in four of the Regions there is a university medical school, the
fifth’ Region being based for geographical reasons on Inverness. At the
commencement of our hearings the membership of Regional Boards varied
from 30 in the Western Region to 17 in the Northern Region, but by April,
1955, when a three-year programme of reduction in the size of the Boards
had been carried out, membership varied from 24 in the Western Region
to 15 in the Northern, North-Eastern and Eastern Regions.

There are at present 84 Boards of Management, the number of hospitals
under the control of individual Boards ranging from one to seventeen. The
Boards administer some 400 separate hospitals and institutions, with about
64,000 available beds and a staff of approximately 45,000 employed whole-
time and 9,000 part-time. The members of Boards of Management are
appointed by the Regional Hospital Boards in the same way as the members

() In Appendix 7, we show the areas of the Hospital Regions in Scotland; and, in
Appendix 7A, the estimated population, the number of Boards of Management, the number
of hospitals and clinics, and the number of beds in each Region.
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of Hospital Management Committees in England and Wales; Chairmen of
Boards of Management are however elected by the members themselves from
their own number.

There are in Scotland no separate Boards of Governors for the teaching
hospitals, teaching hospitals being administered by Regional Hospital Boards
through Boards of Management in the same way as other hospitals. To
advise Regional Hospital Boards on the administration of the hospital and
specialist services in their areas, so far as they relate to facilities for teaching
and research, the Scottish Act of 1947 provides for the constitution of Medical
Education Committees. There are no corresponding bodies in England and
Wales. The members of the Committees (who elect their Chairman from
among their own membership) are appointed partly by the associated Univer-
sity, partly by the Regional Hospital Board and partly by the Secretary of
State.

175. Apart from the significant difference in the Scottish method of adminis-
tration of the teaching hospitals the general organisation of the hospital and
specialist services is substantially the same in Scotland as in England and
Wales. The Regional Hospital Boards in Scofland have, however, a some-
what different role from the Regional Hospital Boards in England. They
act as agents of the Secretary of State in the provision of hospital and
specialist services; they also act as principals in relation to Boards of
Management, who are responsible to them generally for the management of
the hospitals. Broadly the functions of the Regional Boards may be looked
upon as serving two main purposes—the manipulation of resources (hospital
facilities, specialists, highly specialised equipment and certain auxiliary ser-
vices) that need to be deployed on a regional basis; and the control of
expenditure generally.

There is no separate Public Health Laboratory Service in Scotland, labora-
tory services being provided by the Regional Hospital Boards as part of
the hospital and specialist services. Blood transfusion services are provided
by the Scottish National Blood Transfusion Association, a voluntary body
working in association with the Regional Hospital Boards through a series
of Regional Committees ; practically the whole of the Association’s expendi-
ture is met by advances from the Exchequer.

HOSPITAL STAFFING

Control of establishments in England and Wales

176. Preceding paragraphs of the Report have described how responsibility
for the appointment of hospital staff in England and Wales is shared between
Hospital Boards, Boards of Governors and Hospital Management Com-
mittees. The staff themselves are not employed directly by the Ministry and
are not therefore civil servants. Their rates of pay and terms and conditions
of service are settled by negotiation between the Management and Staff Sides
of the appropriate Whitley Councils, and hospital authorities may not depart
from these agreed rates without the authority of the Minister. Table 14 in
Part I of our Report shows the growth in the number of staff employed in
the hospital service in England and Wales since the Appointed Day.

177. The expenditure of hospital authorities on salaries and wages accounts
for more than 60 per cent. of the total cost of the hospital service. In the
latter part of 1950 therefore the Ministry decided, as one of a number of
measures designed to secure economies in the service, to carry out a review
of hospital staffs with the object of fixing establishments in four main cate-
gories—namely medical and dental, nursing, administrative and clerical, and
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domestic and catering staff. The review was conducted by small teams of
experts who visited hospital authorities and submitted recommendations to
the Minister to enable him to determine the appropriate establishments for
each authority.

A very thorough review of administrative and clerical staff has now been
completed, and the establishments which have been approved as a result of
its recommendations show a reduction of approximately 3 per cent. in the
previous establishments, i.e., in relation to the services as they existed when
the review was carried out. In addition, a substantial number of staff have
been regraded by agreement with the authorities concerned, following the
recommendations of the review teams. This does not suggest that there was
any large inflation of clerical and administrative staffs at that time. Any
increases in the approved establishments now require the prior authority of
the Regional Hospital Board in the case of Hospital Management Committees,
and by the Ministry in the case of Regional Hospital Boards and Boards of
Governors. -

In the case of staffs other than administrative and clerical, it soon became
apparent that a detailed review of each hospital staffing arrangement would
take a very long time indeed if it were to be carried out only by teams sent
out from the central department. It was decided therefore that the task of
reviewing the staffs of Hospital Management Committees should be entrusted
to Regional Boards,(1) and that direct reviews by central investigating teams
should be restricted to the staffs of Regional Boards and Boards of Governors
themselves.

178. Before making any increase in the establishments of staff (other than
administrative and clerical) as they existed at 5th December, 1952, all

hospital authorities are now required to seek the prior authority of the

Ministry (in the case of Regional Boards and Boards of Governors) and of
the Regional Boards (in the case of Hospital Management Committees).
For the purpose of these controls, the staffs concerned are grouped into four
broad categories:—

(a) medical and dental staff of the grades of consultant, senior hospital
medical officer, senior hospital dental officer, senior registrar and
registrar (i.e., the senior medical and dental staff for whose appoint-
ment Regional Hospital Boards and Boards of Governors are
responsible) ;

(b) other medical and dental staff (i.e., for whose appointment Hospital
Management Committees and Boards of Governors are responsible) ;

(c) nursing and midwifery staff ;
'(d) all other staff (i.e., other professional and technical staff, domestic
staff, maintenance staff, etc.).

179. In December, 1952, hospital authorities were also asked to review
their establishments to effect any possible reductions within these categories
generally ; and to counter-balance any necessary increases in staff by effect-
ing reductions elsewhere. In particular, in the case of staff employed in
category (d) above, the Ministry suggested that hospital authorities should
aim at a reduction of 5 per cent. in the numbers employed by October, 1953,
where this could be effected without detriment to the service provided for

patients.

180. One of the results of the staffing controls is that Regional Hospital
Boards and Boards of Governors cannot now make any additional consultant
appointments without first obtaining the approval of the Ministry.

(*) For our observations on the powers and functions of Regional Hospital Boards, see
paras. 194-231. ‘
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POINTS RAISED IN EVIDENCE

Proposed Merger of Boards of Governors and Regional Hospital Boards
in England and Wales

181. Cne of the major suggestions put forward by some of our witnesses
for the reorganisation of the hospital service was that the service would be
administered more economically and more efficiently if the Regional Hospital
Boards in England and Wales were made respoasible for the teaching as well
as the non-teaching hospitals in their Regions. The reasons put forward in
support of this suggestion include the following: —

(i) The planning and integration of the hospital and consultant services
in the Regions would be greatly facilitated if the service were
managed by only one Hospital Board instead of by two or more
Boards as now. In some of the smaller provincial Regions in
particular, the teaching hospital may be providing the general
hospital services for an important section of the Region, and it is
an embarrassment to the Regional Board that the management of
those services should be in the hands of a separate Board of
Governors. We have been told for example of cases where teach-
ing hospitals have gone ahead with capital development schemes
without considering the needs of the regional service as a whole.

(ii) The average costs of maintaining patients in teaching hospitals are
very much higher than those of the non-teaching hospitals, and
this could be held to indicate that the teaching hospitals are
receiving more than a fair share of the available resources. More-
over, the maintenance costs of the teaching hospitals in Scotland
(where the teaching hospitals are already administered by the
Regional Boards) are considerably lower than their English counter-
parts. The following figures for the year 1953-54 have been quoted
in support of this contention:—

1953-54
England and Wales Scotland
London Provincial |Non-Teaching| Teaching | Non-Teaching
Teaching | Teaching General Hospitals Hospitals
Hospitals | Hospitals Hospitals

£ s d £ s. d £ s d £ s. d £ s. d.
Average weekly *cost
of maintaining an

in-patientin1953-54 | 22 18 7 | 17 11 4 1313 4 14 10 4 i1 15 8

* Too much reliance must not be placed on these figures as giving an accurate representation
of the true weekly costs of maintaining an in-patient; even after notional adjustments have
been made to exclude the cost of out-patient departments, and to correct for the vacant bed
factor the figures can only be regarded as approximations. They do, however, afford a
reasonably satisfactory picture of the relative order of magnitude of the costs of teaching as
compared with non-teaching hospitals. :

(iii) There would be a more even spread of medical knowledge through-
out the Regions and a better distribution of medical and nursing
manpower in an integrated service administered by one Regional
Board. An unfair proportion of doctors and -nurses appear to be
now attracted to the teaching centres. The special needs of the
teaching hospitals and universities would not be overlooked by the
Regional Boards ; and, if necessary, special arrangements could be
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made to safeguard their teaching functions (c.f. the position of the
Medical Education Committees in Scotland).

(iv) The tcaching hospitals tend to skim off the cream of the clinical
work in the Regions, and show too little interest in the care and
treatment, e.g., of the chronic sick.

(v) The costs of administration would be reduced if one Board were
responsible for all the work now carried out by the Regional
Hospital Board and the Board of Governors.

The confrary view

182. On the other hand, we have heard a great volume of evidence support-
ing the separate status of the teaching hospitals, mainly on the following
grounds : —

(i) The teaching hospitals are concerned not only with the care and
treatment of the sick, but also with the undergraduate and post-
graduate training of medical and dental students, and with research
and “innovation ”—i.e., the development and application of new
methods of diagnosis and treatment. It is inevitable therefore that
their running costs and staffing establishments should be higher
than those of the non-teaching hospitals ; that medical and nursing
staff should be attracted to the teaching centres ; and that problems
of teaching hospital administration should differ from those of the
regional hospitals.

(i) If the teaching hospitals were administered by the Regional Boards,
their power to select patients—a power which is vital to their teach-
ing function—would be gradually whittled away. As one of our
witnesses said “ The admission of patients to the teaching hospital
should be selected and controlled with a view to securing a good
variety of types of disease, including those which provide the most
suitable illustrations of physiological and pathological principles to
students in the early stages of their clinical courses.” Regional
Boards, being primarily concerned with the treatment of the sick,
would be under very great pressure to admit patients to the teaching
hospitals to relieve the pressure on the non-teaching beds, even
though the patients in question were not of the type required to
meet the needs of the teaching centres.

(iii) The Regional Boards already carry a considerable administrative
burden under the present division of functions, and have a great
many problems of their own to solve. Their progress would only
be delayed if the additional problems of the teaching hospitals
were thrust upon them. Moreover, the Regional Boards are less
well acquainted with the functions and needs of a teaching hospital
than the existing Boards of Governors, who have an intimate know-
ledge of the hospital staff and of the medical schools. The transfer
of administrative responsibility would restrict the teaching hospital’s
freedom of tesearch and innovation to the detriment ultimately
of the whole hospital service.

(iv) In at least one Hospital Region (the North-West Metropolitan) it
would be quite impracticable for the Regional Board to take over
responsibility for the 14 teaching hospitals in the Region, unless
the size of the Region also were reduced; and even so the
administrative difficulties would be immense.

(v) Problems arising out of the planning and co-ordination of the
regional and teaching hospitals can be overcome by co-operation

73

\ . e e e ———.

—

L



SRt
o ',"'"],_N

between the Regional Boards and Boards of Governors. A new
administrative structure is not needed for this purpose.

(vi) The quality of doctors in the Health Service depends first and

foremost on the adequacy of the medical education provided in
the teaching centres. The high quality of the education now
provided is due to the long standing traditions enjoyed by the
teaching hospitals. Any merger with Regional Boards would lead
to the loss of that individuality and of those special qualities which
are vital to the provision of adequate medical education.

(vil) There is no reason to believe that any material savings in adminis-

trative costs would be achieved by a merger of the Boards of
Governors with the Regional Hospital Boards.

(viii) Our attention has been drawn in particular to the recommendations

made in the Goodenough Report(!) which served as a basis for
the administrative structure adopted in the National Health Service
Act, 1946, so far as the teaching hospitals were concerned. The
report defined “adequate facilities” for the training of medical
students in the following terms :—

“ Clinical facilities provided should cover so far as is practicable
the whole field of medical knowledge and be in close proximity
to each other if wasteful expenditure of fime, labour and money
is to be avoided. In selecting cases for admission a teaching hospital
must have regard to teaching requirements.”

With regard to the management of these facilities, the Report
went on to say—“If a parent teaching hospital is to function
efficiently as an institution for medical education and is to work
in close association with the medical school, certain administrative
conditions must be satisfied. The first is that the governing body
of the hospital shall acquire an intimate knowledge of the institution
and its staff. Such a governing body must be personal to the
hospital . . . The facilities required for successful teaching will
not readily be provided if the management of the hospital is in
the hands of a body administering a number of hospitals and
having.to act on principles applicable to all.”

By establishing separate Boards of Governors for the 36 teaching
hospitals in England and Wales, the National Health Service
Act, 1946, recognised the need for special administrative arrange-
ments for teaching hospitals (because of their dual role), and also
for a close administrative link between the medical school and the
postgraduate institute which provides the undergraduate or post-
graduate teaching and the hospital which gives facilities for that
teaching. As already indicated, the constitution of the Boards of
Governors provides for a nomination of a proportion of the members
by the University with which the hospital is associated, the medical
and dental teaching staff of the medical school linked to the
hospital, and the Regional Hospital Board in whose area the
hospital is situated.

.Some of our witnesses have suggested that the principles which
led to the acceptance of this administrative pattern in 1946 are as
valid now as they were then, and that subsequent experience has
proved the desirability of preserving the separate administration of
these.important teaching centres.

() The Report of an Interdepartmental Committee on Medical Schools. H.M.S.0., 1944,
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QOuar own view

183. We do not feel that a convincing case has been made out for
transferring the teaching hospitals to the Regional Hospital Boards.

It seems to us that one of the dangers of a national hospital system lies
in over-standardisation and uniformity. There is a distinct advantage there-
fore in preserving the separate status of the teaching hospitals outside
the Regional Hospital Board framework. In the past, the great advances
in medical techniques and knowledge have come from the teaching centres,
and these benefits have accrued thereafter to the non-teaching hospitals.
In our view, it would be a short-sighted policy now to subordinate these
institutions upon which so much depends for the future development of the
service, to the Regional Hospital Boards. The medical and nursing standards
of the whole service are set by the teaching hospitals who send out trained
staff to work in the regional hospitals. 1t is entirely fitting therefore that
the standards of the teaching hospitals themselves should be maintained
at the highest possible level.

184. If the teaching hospitals continue to maintain the standards and the
reputation to which they are in our view entitled, it is inevitable that they
will attract medical and nursing staff more readily than the non-teaching
hospitals, whatever administrative system is adopted. This is a fundamental
characteristic of the teaching hospital and is not the result of their separate
administration under Boards of Governors. So far as the nurses are con-
cerned, we have been told that some might refuse to take up employment in
the service if an appointment could not be secured with a teaching hospital,
while it does not follow that nurses deliberately diverted from teaching
hospitals would necessarily accept posts elsewhere. :

185. The special role of the teaching hospitals, however, does not imply
that the Boards of Governors should work in isolation from the other
anthorities providing services under the National Health Service Acts. Nor
should they resent the same careful examination of their annual expenditures
as that carried out with other hospital authorities, to ensure that good value
is received for money spent, and that savings are effected both in money

and manpower wherever possible.

186. From the evidence we have heard, it is clear that some Boards of
Governors and Regional Hospital Boards have solved the problem of co-
operation satisfactorily and are planning their services and working together
in very close harmony.(t) Relations in other areas are not so harmonious,
and where this is the case, there is evident need to ensure that the services
of teaching and non-teaching hospitals are developed together to their mutual
advantage. This is not a question of machinery, but of the will to co-operate,
and we consider it a matter of very great importance that all Boards of
Governors and Regional Hospital Boards should do their utmost whether
through the use of Joint Committees or other means, to effect a smooth

administration of the hospital service as a whole.

187. The introduction of a more satisfactory system of hospital costing
should make it possible to throw more light on the relatively high running
costs of the teaching hospitals in England and Wales—particularly the London
teaching hospitals. So far as the actual control of expenditure is concerned,
however, we do not believe that the Regional Hospital Boards would be any
better placed than the Minisiry fo make the annual allocations of money to

(") We welcome in particular the arrangements for seconding nurses from the teaching to
non-teaching hospitals to help meet staffing shortages: e.g., in the treatment of patients

suffering from tuberculosis.
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the :ceachjng hospitals and to examine their annual running costs. The
Ministry is in a position to weigh the needs of one teaching hospital against
other teaching hospitals in the service, while many Regional Boards would
be judging the disparate needs of one teaching hospital against a large
number of non-teaching hospitals in their Regions. In our view therefore
it is appropriate that the Ministry should continue to carry out this function

in preference to the Regional Boards. When a more satisfactory system of

hospital costing is in operation, it will give Boards of Governors, in con-
junction with the Ministry, a better opportunity for examining their detailed
running costs in order to ascertain the precise reasons for their excess over
the corresponding costs of other hospitals in the service and for seeing
whether the excess is entirely justified. It has been put to us that in the past
some Boards of Governors have not taken this matter as seriously as they
might—perhaps because the existing Costing Returns have been regarded as
inadequate for the purpose of carrying out any realistic comparison of
costs. There can be no doubt that the relatively high costs of the teaching
hospitals are a source of irritation to, and criticism by, many Regional
Boards and Management Committees, and the onus lies on the Boards of
Gngr%ors to prove that the whole of their expenditure is in fact fully
justified.

188. In short, while we support the separate administration of teaching
hospitals through the Boards of Governors, we would stress that their
separate status brings with it a heavy responsibility both for the fullest
co-operation with other organisations in the Health Service and for the most
efficient and economical management within the teaching hospitals themselves.
If the teaching hospitals are to justify their special position, they must
demonstrate, as a number of them already do, both their willingness to
co-operate with the Regional Hospital Boards in fulfilling their obligations
to the Regions in which they are placed and also their determination to keep
expenditure within reasonable bounds.

189. The comment is often heard that the teaching hospitals in Scotland
are already administered by the Regional Hospital Boards; that their
running costs compare favourably with those of the non-teaching hospitals
in Scotland ; and that this arrangement has been working satisfactorily since
the Appointed Day. Why therefore, it has been asked, was a similar arrange-
ment not adopted in England and Wales in 1946? The main answer
to this is that in at least three of the five Hospital Regions in Scotland, a
high proportion of hospital beds at the Appointed Day was in the teaching
hospitals ; and if the administration of those hospitals had been entrusted
to separate managing bodies, the Regional Boards concerned would have
been left with litile or nothing in the way of hospital services to administer.
In England and Wales, on the other hand, even the smallest Regions con-
tained hospital resources outside the teaching hospitals sufficient to provide
responsibility for a Regional Board.

190. There is a difference of opinion whether or not the standards of the
Scottish teaching hospitals, as compared with those in England and Wales,
have suffered as a result of their administration by Regional Boards, e.g.,
by hindrance of their teaching and research functions, and by reductions in
capital and maintenance allocations to a more uniform standard. Some hold
the view that progress in the Scottish teaching hospitals has not been ham-
pered in the least by the administrative structure; some hold a contrary
view ; while others maintain that, although some developments in the teaching
hospitals have been postponed in favour of developments of more immediate
advantage to regional hospitals, the causes are to be found in the general
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financial stringencies of the service and not in the form. of organisation
adopted. We believe, however, that in any case the historical background to
the Scottish and English services differs so widely that it would be unwise
to attempt to draw conclusions from the Scottish service for application to
the hospital service in England and Wales.

191. We have examined in detail an analysis of the running costs of one
of the London teaching hospitals and compared them with those of a Scottish
teaching hospital ; but the breakdown of the figures available was insufficient
to enable any firm conclusion to be reached about the relative efficiency of
the way in which money was expended in the two hospitals. It was en-
couraging to note, however, that the two hospitals concerned had themselves
taken the initiative in making this examination, with a view to finding out the
precise reasons why the running costs of the English hospital exceeded those
of the Scottish hospital. It is by constant enquiries and comparisons of this
sort that hospital authorities will, in the end, be able to pinpoint the reasons
for abnormally high expenditure in a hospital unit, and discover whether there
are any means of effecting real and lasting economies. A better system of
hospital costing will undoubtedly assist the hospital authorities in this task.

192. With regard to the general trend of hospital running costs since the
Appointed Day, we have already pointed out in Part I of our Report (para.
28) that the running costs of the teaching hospitals in England and Wales
{excluding the cost of consultants and specialists) have increased at a rate
lower than that of the non-teaching hospitals. It is impossible to say, however,
to what extent this trend would have been changed if the cost of consultants
and specialists could have been allocated to the relevant hospitals. In any
event, until some standard is available in the hospital service for relating
administrative efficiency to the cost of the services provided, it will be im-
possible to judge the relative efficiency of management of the teaching and
non-teaching hospitals. We return to this point in paragraphs 334 to 367 of
our Report.

Conclusion

193. Accordingly we recommend that the teaching hospitals in England
and Wales should continue to be administered by Boards of Governors
appointed by, and responsible to, the Minister of Health.

We might add that the great majority of our Scottish witnesses favoured
the existing system whereby the teaching hospitals in Scotland are administered
by Regional Hospital Boards, and we do not desire to make any recommenda-
tion for the reorsanisation of the service there in this respect.

Powers and Functions of Hospital Boards and Management Committees in
England and Wales

194. Most of the witnesses who have represented Hospital Boards, Manage-
ment Committees and others concerned in the running of the hospital service
have been satisfied that the powers of Boards and Committees are adequate
to enable them to carry out efficiently their functions under the National
Health Service Acts: but they have all regretted that they are unable to
exercise their powers to the fullest extent because of the controls imposed
centrally by the Ministry of Health and regionally by the Regional Boards.
It is not surprising that, in a service of this kind where statutory responsi-
bilities are so loosely defined, there should be wide differences of opinion as to
the amount of control which should properly be exercised at each level of
management, i.e., at the level of the Ministry, Regional Boards, Management
Committees and House Committees in the case of the non-teaching hospitals,
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and the Ministry, Boards of Governors and House Committees in the case
of the teaching hospitals. Nor is it surprising that each level of management
should urge the one above to loosen its controls and to leave more responsi-
bility to its agents. A problem which is common to all large organisations is
how to devise a measure of control and supervision over a national service
which will ensure that the public are provided with an efficient service at a
reasonable cost ; and yet without stifling the initiative or restricting too closely
the responsibilities of those who are providing the service “ on the ground .

Before going more fully into this matter, we wish to review the history of
events in the hospital service since 1948, as revealed by our evidence.

195. Our attention has been drawn first to the statements made by the
g%venément in 1946 when the National Health Service Bill was being
ebated : —

Hansard : Vol. 422, No. 128, Col. 208. “ This scheme provides that the
regional boards with their local management committees are to enjoy a
high degree of independence within their own field.”

Hansard : Vol. 422, No. 128, Col. 209. “ Moreover, the boards, and
under them the hospital management committees, will have a very con-
siderable amount of financial freedom so far as administration is concerned.
At the beginning of each financial year they will prepare their annual
estimates. Their budget of course will have to secure approval, but when
once it has been approved, it will be for the Board to spend the money, put
at their disposal by the Exchequer, as they think best, up to the limit of the
sum that has been approved. There will be a wide discretion concerning
that global sum, and not, as some critics tell us, central control over the
detailed items of financial expenditure.”

Standing Committee C, starting 15.5.46, Col. 77. * All kinds of devices
are to be provided in order that these administrative bodies, the manage-
ment commitiees and the house committees of the hospitals, and the
regional boards, shall have very considerable elbow room.”

Hansard : Vol. 426, No. 185, Col. 469. “. .. the central principle of the
Bill, under which the House places on the Minister the responsibility of
these services, inevitably means that he must have agents. Every single
instrument must be an agent, because when any instrument ceases to be an
agent, the contract is broken. Having established that principle, it is then
necessary to provide that the central responsibility which the House places
upon the Minister to provide a service, does not result in the service
becoming too highly centralised in its administration. That is precisely
what the scheme provides. It provides for the establishment of Regional
Boards; it provides for management committees and for house com-
mittees. In fact, the scheme, right through, provides for measures of de-
centralisation, so that individuals in a locality can have as much influence
as possible over the medical and hospital services.”

196. These intentions were repeated in early circulars issued to the hos-
pital authorities by the Ministry and it is clear that many authorities assumed
from these statements that they would be granted a high degree of freedom
of administration, and that the hospital service (being financed by the
Exchequer) would be able to call on unlimited resources to make good its
deficiencies and to provide all necessary developments.

197. When supplementary estimates were presented in the first two finan-
cial years of the hospital service, however (£22 million in 1948-49 and
£45 million in 1949-50) and when they were followed by the economic crisis
and the rearmament programme in 1950-51 and 1951-52, a number of
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measures were taken centrally by the Ministry to tighten up the financial
controls in the service and to regulate hospital staffing establishments. These
measures, which are described in more detail in paragraphs 177-180 and
267-268 of the Report, had an adverse and discouraging effect upon hospital
authorities and particularly upon the Regional Hospital Boards who felt
that their position had been undermined by the Ministry’s intervention in the
financial field. It was this situation which led to the following statement
by the Select Committee on Estimates in their Eleventh Report.(Y)

“ The Ministry of Health must . . . either decide to give greater scope
to the Regional Hospital Boards than they at present enjoy, or alternatively
they must move towards reorganising the service on the basis that the
functions of the Regional Hospital Boards are primarily of a planning
and advisory nature. The choice between these alternative courses is a

major question of policy.”

In our view, this period of doubt as to the future role of the Regional
Hospital Board did real harm to the service and still continues to colour
the views of many of those who have discussed with us the distribution of
powers and functions among the hospital authorities.

198. Since 1951, however, there has been a gradual building up of the
Regional Hospital Boards both in the financial and other fields. They now
receive global allocations annually from the Ministry for distribution as
they think best to their Hospital Management Committees; they approve
transfers of expenditure between subheads in Hospital Management Com-
mittees’ accounts, and increases in Management Committees’ staffing estab-
lishments within certain categories; and also follow up points raised in
auditors’ reports on Hospital Management Committees’ accounts. The Minis-
try too have tended to work increasingly through the Regional Boards. It
is probably truer now than at any time since the Appointed Day to say that
the Regional Hospital Boards are generally responsible for the supervision
of the hospital services in their Regions.

199. The feeling still lingers among some Management Committees, how-
ever, that steps should be taken to reinstate the system originally—and
allegedly—envisaged in 1946, and to give a larger measure of independence
to the Management Committees subject to the overall planning and guid-
ance of the Regional Hospital Boards. As a result of the financial and
staffing controls, and of the search for economies, we have been told
that the Regional Boards and the Ministry have interfered progressively

.in managerial matters which are not primarily their concern. Witnesses

have criticised in particular the large number of circulars emanating from
the Ministry which have *created a dangerous feeling that everything will
be covered by a circular some time or other; . . . this feeling will inevit-
ably diminish the sense of individual initiative and responsibility that is an
essential prerequisite for successful management.” Some witnesses have
appreciated that the Ministry’s interventions in hospital management were
perhaps inevitable owing to the country’s financial difficulties in the post-
war years, but most of them have expressed the hope that the intervention
will be temporary and not permanent. A few have suggested, however,
that those Management Committees who complain about the present controls
have been slow to learn the lessons of financial “ accountability ” in a service
which is financed out of public funds and for which the Minister is ultimately
responsible to Parliament.

() Published by H.M.S.0., 1951. See para. 53.
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200. Whilst welcoming the improvement in their position since 1951, the
Regional Boards generally have criticised 2 number of controls which are
still retained by the Ministry, and in particular :—

(i) the requirement that a Regional Board or Board of Governors must
obtain the prior approval of the Ministry to any additional con-
sultant appointment, or to any increase in the clerical and adminis-
trative establishment of the Board’s own staff. It is suggested that,
having decided on the amount of revenue funds to be allocated
annually to a Hospital Board, the Minister should leave the ques-
tion of staffing establishments to the Board themselves since the
Ministry cannot be in a position to know all the local circumstances
which may lead a Board to make an additional appointment ;

(i) the requirement that Hospital Boards must seek the prior approval
of the Ministrty to any building works costing more than £10,000
and to any acquisition of land. Boards have pointed out that,
under the present procedure, long delays are incurred and work
is duplicated while the Ministry examine building schemes first
with sketch plans, then with working drawings and bills of quan-
tities, and finally at the tender stage. These delays make it more
difficult than ever to control the already complicated capital pro-
grammes. Varying suggestions have been made therefore for rais-
ing the £10,000 limit for building works to £25,000, £30,000 or
£50,000, bearing in mind the heavy increase in building costs since
the war. Similar complaints have been made about the delays
involved in receiving the Ministry’s approval to acquisitions of land
and buildings. |

201. Differing views have been expressed about the Ministry’s practice of
issuing circulars to Hospital Management Committees as well as to Regional
Hospital Boards, though all have agreed that the numbers of circulars are
too great. Some would like to see circulars sent, as in Scotland, only to the
Regional Hospital Boards who would be responsible for informing their
Management Committees of the matters which affect them. Others see no
objection to the circulars being sent direct to the Management Committees,
particularly as a large number of them relate to Whitley Council agreements
and other matters which must be communicated speedily to Management
Committees who are generally responsible for their implementation.

202. Most Regional Boards also criticised the Ministry’s procedure (which
has since been revised) for following up centrally the recommendations
made in auditors’ reports on Hospital Management Committees’ accounts.
We deal with this matter more fully in paragraphs 299-308 of the Report.

203. In summarising these points, however, it would be unfair to leave
the impression that the hospital service is full of complaints about the
present distribution of powers and functions between the Ministry and the
constituent authorities. On the contrary, we have been impressed by the
improvement over the years in the relations between the Hospital Manage-
ment Committees, the Regional Boards and the Ministry, through regular
meetings of Chairmen, members, officers, and other means. We have been
impressed also by the quality of the evidence submitted by the hospital
authorities to the Committee, by the deep interest shown by the witnesses
in the future welfare of the hospital service, and by their keenness to
search out the most efficient and satisfying means of developing its adminis-
tration. We have the feeling that all the levels of management now have
a much deeper knowledge of each other’s problems than they had perhaps
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four or five years ago, and that they are learning to live together with a due
regard for each other’s rights and responsibilities.(')

Powers and Functions of Regional Boards and Boards of Management
in Scotland

204. In Scotland relationships between the central Department, the Regional
Hospital Boards and the Boards of Management have developed on somewhat
different lines from those in England and Wales. The general functions of
the Regional Hospital Boards are defined by regulations, and the functions
exercised on their behalf by the Boards of Management in the day-to-day
management of hospitals are established in administrative schemes made
by the Regional Boards under section 12 of the Scottish Act. From the
outset it has been a cardinal point in the administration of the hospital
and specialist services in Scotland that the Regional Hospital Board has
a general control over the activities of the Boards of Management in its
area: and it is significant that the Department of Health for Scotland
have never dealt directly with Boards of Management. Thus, while the
Regional Hospital Boards have always been looked upon as responsible for
the general planning of the hospital and specialist services, they have also
had a clear executive function in the general supervision of hospital adminis-
tration and in particular have been charged with control of the expenditure
incurred by Boards of Management. In the early years of the service the
control exercised by the Regional Hospital Boards in most Regions was
fairly close, but since then the tendency has been for the Regional Boards
to put increased responsibilities on the Boards of Management themselves.
The Regional Boards are responsible for the appointment of specialists and
other senior medical and dental staff; they are also responsible forthe
appointment of the Secretaries and Treasurers of the Boards of Management
and of Medical Superintendents, these appointments normally being made
by the Regional Board on the recommendation of a Joint Committee con-
taining an equal representation of the Regional Board and of the Board
of Management concerned.

205. Our attention was drawn to a memorandum issued in June, 1952
by the Department of Health for Scotland on the relationship between
Regional Hospital Boards and Boards of Management. The underlying
object was to provide a reasoned statement of policy concerning matters
of administrative machinery, with a view to assisting Regional Boards and
Boards of Management to achieve a mutually satisfactory relationship. In
Scotland it has always been explicit that in carrying out their functions of

- hospital management Boards of Management are the agents of the Regional

Hospital Boards and are accountable to them. This is the essential basis
of this system of financial control; but one of the main purposes of the
Department’s memorandum was to make it clear that Boards of Manage-
ment, while answerable to Regional Boards for decisions on expenditure
after the event and for keeping within their budgets, were not in the
position of agents who decide nothing without prior approval. With this
aim in mind the number of heads under which budgets are approved have
been reduced in recent years so as to give Regional Boards and Boards of

(*) We have taken note of the following opening paragraph of the recently published Annual
Report for the year 1954 of the King Edward’s Hospital Fund for London:—

“ The years 1953 and 1954 will perhaps go down to history as marking a turning point
in the life of the nationalised hospitals in this country. Seen from the standpoint of the
King’s Fund there can be little doubt that the grave anxieties that hung over the early
years of the Service have ceased to look as menacing as they did. It is no longer felt that
the cost of the hospitals is getting out of hand, nor is it felt that restraint upon expenditure

must inevitably lead to frustration.”
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Management greater freedom of decision and correspondingly increased
responsibility. In the same way specific and detailed controls, such as the
control of staff numbers, have been avoided so far as possible.

206. The evidence which we had from Scottish bodies suggests that the
existing relationship between the Regional Hospital Boards and the Depart-
ment of Health for Scotland is on the whole satisfactory. The degree of
control exercised in the different Hospital Regions appears to vary. There
are indications that some of the larger Boards of Management, particularly
those responsible for the main teaching hospitals, consider that their respon-
sibilities tend to be encroached upon by the Regional Hospital Boards.
The general tendency of the Regional Hospital Boards, however, has been
to relax substantially the controls that they initially maintained, the object
being to give the Boards of Management as much discretion and respon-
sibility as possible in carrying out their tasks of day-to-day management, on
the understanding that they may be called upon after the event to justify
their actions.

QOuor own view

207. We should make it clear at the outset that we consider two levels of
management—i.e., the regional and group levels—to be essential for the
efficient administration of a service which deals with more than 3,000
hospitals in England and Wales and some 400 in Scotland. We do not
agree therefore with those who have recommended that:—

(a) the Regional Boards should be abolished, or

(b) that the number of Regional Boards should be increased (e.g., to
40 in England and Wales), and the Hospital Management Com-
mittees (and Boards of Management in Scotland) eliminated
altogether.

If there were say 40 Regional Boards in England and Wales, it seems
to us that their areas would be too small for efficient planning and yet
much too large for the efficient management of hospitals. The service un-
doubtedly requires both regional authorities covering areas large enough
for purposes of planning and general supervision, and also group manage-
ment authorities with responsibility for the day-to-day running of the service.

A further advantage which we can see in the existence of a system of
Regional Hospital Boards is the scope which it affords for some measure
of variation in the way in which problems of the hospital service are treated
in the different Regions. While it is essential that matters of major policy
should be determined centrally, it is desirable, in the interest of avoiding
excessive uniformity and standardisation that the individual Regional Boards
should have adequate freedom both to experiment and to adopt measures
which have regard to their own special conditions and requirements.

208. Having accepted the existing structure of the hospital service broadly
in its present form, we have now to consider the role which should be played
by the Regional Hospital Boards, Hospital Management Committees and
Boards of Management in the operation of a national hospital service.

209. Before the Appointed Day, there were two main patterns of hospital
management in this country. On the one hand, the local authority hospitals
were “ managed ” by the authority’s Medical Officer of Health along relatively
centralised lines: not only “ general management” but also the specialised
services (such as engineering) were centred in the Town or County Hall.
Over the local authority the Ministry exercised control and influence to the
extent normal in a local government service. On the other hand, the
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voluntary hospitals were fully autonomous, each having its own governing
body.

210. When the National Health Service was introduced, both these patterns
were either partly or wholly displaced. All hospitals are now managed by
Committees. None of them is autonomous ; all derive their funds ultimately
from the Exchequer; and all are accountable for making the best use of
these funds. The varying patterns which existed before the Appointed Day
have now been moulded into one single national hospital service.

211. We are of the opinion that the primary need mow is to give more
emphasis, in England and Wales, to the Regional Boards’ responsibility
for the general oversight and supervision of the service (in addition to
their planning functions), though without in any way detracting from the
Hospital Management Commitees’ direct responsibility for day-to-day
management. We agree therefore with the trend which appears to us to have
been taking place in the distribution of powers and functions since 1951.

Tt should be clearly recognised throughout the service in England and
Wales that Hospital Management Committees are responsible to their
Regional Boards for the efficient administration of their services, and that
the Boards in their turn are responsible to the Minister. We understand that
this is the system which prevails in Scotland where it has been established
both in principle and in practice since the inception of the National Health
Service : and we believe that it represents the proper relationship which
should exist between these different levels of management and trust. As the
Regional Hospital Boards have the task of allocating regional funds between
the Management Committees, they must have the knowledge to enable them
to make the right allocations, and to satisfy themselves that Management
Committees are exercising their functions in a responsible and efficient
manner, and that there is no unnecessary expenditure of public funds. We
derived from our evidence the strong impression that some Regional Hospital
Boards feel that they lack the authority for fulfilling this role, not through
any insufficiency of formal powers, but because their responsibility for
supervision has lacked both the necessary support from above and the
necessary acceptance from below. To some extent this is inevitable in a new
service. The acceptance of authority (by which we do not mean dictation) is
only one aspect of a relationship which takes time to grow and which, when
developed, links the different levels of management in a nexus of mutual
dependence. To create this relationship is a major duty of all concerned at
every level.

We consider that it is neither necessary nor desirable to define in detail
the powers and functions of each level of management. We are confident
that Boards and Committees can be relied on to find their own means of
striking a balance; and if, exceptionally, they should be unable to reach
agreement on any matter, the issue can be referred to the Health Depart-
ments for settlement. This is the normal administrative practice in any
chain of command ; each level of management must learn to “carry along
with it” the authorities for whom it is responsible ; and in a unified service
each level must equally recognise its duty to act responsibly as members of
the larger organisation.

212. We conclude that Regional Hospital Boards should be told, and Hos-

~ pital Management Committees should accept, that the Regional Boards are

responsible for exercising a general oversight and supervision over the
administration of the hospital service in their Regions. It is a corollary of
this recommendation that the Ministry should leave the task of supervising
the Hospital Management Committees to the Regional Boards and should
not itself undertake this task over the head of the Boards.

83

S s 1 i e



Prior approvals

Building works

213. We appreciate the reasons why the Health Departments have found it
necessary to require Regional Boards to seek their prior approval to hospital
capital developments of appreciable size. The Departments must ensure, for
example, that the larger capital works in the service are carried out in
accordance with their general policy ; that the work itself is planned on
sound and economical lines; and that due economy is observed at stages
subsequent to the preparation of sketch plans (ie., in the scrutiny of work-
ing drawings, bills of quantities and tenders).

214. Having accepted the approval procedure in principle, therefore, we
have directed our minds to the question whether the limit of £10,000 is the
right one for the operation of this particular control. Bearing in mind
that the figure of £10,000 was originally laid down in 1948, and that building
costs have risen substantially since that time ; and bearing in mind also the
expansion of the hospital capital programme contemplated in the next three
years, we would consider that a figure of £50,000 would more truly represent
the type of building proposals which will in future warrant detailed
examination and prior approval by the central Health Departments. We
recommend, therefore, that the limit be raised to £50,000.

215. The control of capital works which has caused us more concern,
however, is the additional one which is operated by the Treasury. Under
the present procedure, the Health Departments are required to seek the prior
authority of the Treasury to all building works costing £30.000 or more ; in
the early years of the Service this limit was as low as £10,000. This proce-
dure involves the Treasury in the examination of about one-half of the
total hospital building work, or an average of about two proposals a week.

The justification for Treasury control of this order appears to be based
on a number of considerations. In the first place, this is a relatively new
service with no “natural” financial checks (such as exist, for example, in
the local authority services), and the Treasury would wish to ensure that
there is an effective procedure of scrutiny and that proper standards are
established. Secondly, the Treasury, as the central finance department, would
desire to feel satisfied that all hospital authorities are fully conscious of the
need for the greatest possible economy in the use of the public funds entrusted
to them: the examination of individual schemes provides material in at any
rate one important direction for assessing the degree of financial responsi-
bility exercised by those administering the service in the Regions. Thirdly,
the Treasury can at times bring to bear experience and practice in related
fields of public policy.

216. We do not deny that there is substance in these contentions from
the standpoint of the Treasury ; although we would point out that there is
reason to believe that a great deal of time and effort has been expended in
the past in briefing the Treasury about relatively small building works and
in seeking authority to proceed. There is, however, a further possible type
of control—where individual schemes which may raise issues of general
health policy are submitted to the Treasury. We were relieved to hear in
our evidence that the Treasury does not normally seek to exercise this kind
of control, because it seems to us to be open to grave objections. The right
point at which the Treasury should bring its influence to bear in such
matters is surely in discussion with the Health Departments over the formu-
lation of policy, in so far as this is related to the spending of public money.
Once agreement has been reached on the general lines of policy, the Depart-
ments should have the full discretion, and of course the responsibility to
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Parliament that goes with the exercise of that discretion, to implement the
policies which have been agreed upon. We feel that, in the interests of a
proper relationship between the Health Departments and the Regional Hospital
Boards, it is undesirable that decisions of the Departments on individual
schemes, which have been taken in the light of a thorough and expert con-
sideration of all the circumstances, should be liable to be challenged and
conceivably over-ridden by the Treasury.

217. Subject to the foregoing observations, our primary concern is whether
the existing limit of £30,000 is the right one. We have just proposed that
the figure for the submission of schemes by the Regional Hospital Boards
to the Health Departments should be raised from £10,000 to £50,000. Having
regard further to the increasing scale of capital expenditure in the hospital
service ; to the desirability of avoiding vexatious and frustrating delays;
and to the fact that proposals for hospital building will already have been
closely examined at two levels of control, ie., by the Health Departments
as well as by the Regional Hospital Boards ; we recommend that the lower
limit for the approval of hospital building works by the Treasury be raised
from £30,000 to £100,000.

It may be that at some future date these controls can be relaxed still
further, if building standards can be laid down centrally for hospital building
const}"ucuqn, as they have for the school building programme. We return
to this point in para. 315 of our Report when dealing with the question of
hospital capital investment.

There can be no doubt that some substantial relaxation in the existing
control of hospital capital works will ease the Regional Boards’ difficulties
in planning their annual capital programmes, and will greatly facilitate the
expansion of hospital capital investment which is contemplated in the coming
years.

The acquisition of land

218. We have noted the criticism expressed in recent reports of the Public
Accounts Committee of cases where Hospital Boards have acquired property
for allegedly urgent purposes and have not brought it into use even some
years after its acquisition. While we appreciate that, in some instances, the
Boards may have felt that they had good reasons for the delay in bringing
the properties into use—e.g., owing to their inability to meet the costs of
adaptation within their restricted capital allocations—we doubt whether the
whole of the delays could be justified on these grounds. It is not an un-
common experience for persons and authorities closely associated with the
development of a service to be somewhat over-eager in their purchases of
lar;d; and, in our view, there is a good case for the retention for the time
being of the existing Departmental and Treasury controls over the acquisition
of land and buildings for hospital purposes. We do not therefore make any
recommendation for the relaxation of these controls.

There is a further point which we have borne in mind in reaching this
conclusion. The total amount provided in the National Health Service
Estimates to cover expenditure on the acquisition of Jand and buildings is
strictly limited and is not shared out between the Regional Boards. It is
unavoidable, therefore, that the Regional Boards should make out their case
for the acquisition of land etc. to the Health Departments. All hospital

p;‘ogterties are in fact acquired in the name of the Minister and the Secretary
of State.

Control of Hospital Staffing Establishments in England and Wales
219. It seems to us that, in a well established service with an effective
budgetary control, it should not be necessary to require managing bodies
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Prior approvals

Building works

213. We appreciate the reasons why the Health Departments have found it
necessary to require Regional Boards to seek their prior approval to hospital
capital developments of appreciable size. The Departments must ensure, for
example, that the larger capital works in the service are carried out in
accordance with their general policy; that the work itself is planned on
sound and economical lines; and that due economy is observed at stages
subsequent to the preparation of sketch plans (i.e., in the scrutiny of work-
ing drawings, bills of quantities and tenders).

214. Having accepted the approval procedure in principle, therefore, we
have directed our minds to the question whether the limit of £10,000 is the
right one for the operation of this particular control. Bearing in mind
that the figure of £10,000 was originaily laid down in 1948, and that building
costs have risen substantially since that time ; and bearing in mind also the
expansion of the hospital capital programme contemplated in the next three
years, we would consider that a figure of £50,000 would more truly represent
the type of building proposals which will in future warrant detailed
examination and prior approval by the central Health Departments. We
recommend, therefore, that the limit be raised to £50,000.

215. The control of capital works which has caused us more concern,
however, is the additional one which is operated by the Treasury. Under
the present procedure, the Health Departments are required to seek the prior
authority of the Treasury to all building works costing £30,000 or more ; in
the early years of the Service this limit was as low as £10,000. This proce-
dure involves the Treasury in the examination of about one-half of the
total hospital building work, or an average of about two proposals a week.

The justification for Treasury control of this order appears to be based
on a number of considerations. In the first place, this is a relatively new
service with no “natural ” financial checks (such as exist, for example, in
the local authority services), and the Treasury would wish to ensure that
there is an effective procedure of scrutiny and that proper standards are
established. Secondly, the Treasury, as the central finance department, would
desire to feel satisfied that all hospital authorities are fully conscious of the
need for the greatest possible economy in the use of the public funds entrusted
to them: the examination of individual schemes provides material in at any
rate one important direction for assessing the degree of financial responsi-
bility exercised by those administering the service in the Regions. Thirdly,
the Treasury can at times bring to bear experience and practice in related
fields of public policy.

216. We do not deny that there is substance in these contentions from
the standpoint of the Treasury ; although we would point out that there is
reason to believe that a great deal of time and effort has been expended in
the past in briefing the Treasury about relatively small building works and
in seeking authority to proceed. There is, however, a further possible type
of conirol—where individual schemes which may raise issues of general
health policy are submitted to the Treasury. We were relieved to hear in
our evidence that the Treasury does not normally seek to exercise this kind
of control, because it seems to us to be open to grave objections. The right
point at which the Treasury should bring its influence to bear in such
matters is surely in discussion with the Health Departments over the formu-
lation of policy, in so far as this is related to the spending of public money.
Once agreement has been reached on the general lines of policy, the Depart-
ments should have the full discretion, and of course the responsibility to
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Parliament that goes with the exercise of that discretion, to implement the
policies which have been agreed upon. We feel that, in the interests of a
proper relationship between the Health Departments and the Regional Hospital
Boards, it is undesirable that decisions of the Departments on individual
schemes, which have been taken in the light of a thorough and expert con-
sideration of all the circumstances, should be liable to be challenged and
conceivably over-ridden by the Treasury.

217. Subject to the foregoing observations, our primary concern is whether
the existing limit of £30,000 is the right one. We have just proposed that
the figure for the submission of schemes by the Regional Hospital Boards
to the Health Departments should be raised from £10,000 to £50,000. Having
regard further to the increasing scale of capital expenditure in the hospital
service ; to the desirability of avoiding vexatious and frustrating delays;
and to the fact that proposals for hospital building will already have been
closely examined at two levels of control, ie., by the Health Departments
as well as by the Regional Hospital Boards ; we recommend that the lower
limit for the approval of hospital building works by the Treasury be raised
from £30,000 to £100,000.

It may be that at some future date these controls can be relaxed still
further, if building standards can be laid down centrally for hospital building
construction, as they have for the school building programme. We return
to this point in para. 315 of our Report when dealing with the question of
hospital capital investment.

There can be no doubt that some substantial relaxation in the existing
control of hospital capital works will ease the Regional Boards’ difficulties
in planning their annual capital programmes, and will greatly facilitate the
expansion of hospital capital investment which is contemplated in the coming
years.

- The acquisition of land

218. We have noted the criticism expressed in recent reports of the Public
Accounts Committee of cases where Hospital Boards have acquired property
for allegedly urgent purposes and have not brought it into use even some
years after its acquisition. While we appreciate that, in some instances, the
Boards may have felt that they had good reasons for the delay in bringing
the properties into use—e.g., owing to their inability to meet the costs of
adaptation within their restricted capital allocations—we doubt whether the
whole of the delays could be justified on these grounds. It is not an un-
common experience for persons and authorities closely associated with the
development of a service to be somewhat over-eager in their purchases of
Iand ; and, in our view, there is a good case for the retention for the time
being of the existing Departmental and Treasury controls over the acquisition
of land and buildings for hospital purposes. We do not therefore make any
recommendation for the relaxation of these controls.

There is a further point which we have borne in mind in reaching this
conclusion. The total amount provided in the National Health Service
Estimates to cover expenditure on the acquisition of land and buildings is
strictly limited and is not shared out between the Regional Boards. It is
unavoidable, therefore, that the Regional Boards should make out their case
for the acquisition of land etc. to the Health Departments. All hospital

p;'ogerties are in fact acquired in the name of the Minister and the Secretary
ot State.

Control of Hospital Staffing Establishments in England and Wales

219. It seems to us that, in a well established service with an effective
budgetary control, it should not be necessary to require managing bodies
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to seek the approval of the next higher authority to each and every increase
in staffing establishments. In principle, therefore, we accept the view that
the control from above of staffing establishments in the hospital service
England and Wales should be relaxed as soon as is practicable,

220. We are satisfied, however, that, for the time being, an exception must
be made for the appointment of additional consultants and junior hospital
medical staff. The Ministry have a more complete picture than the Regional
Boards themselves of the distribution of consultant services both geographi-

cally between Regions and between the various specialties. ‘When considering
applications for additional consultant appointments, therefore, the Ministry
are able to take account of such factors as the uneven geographical spread
of consultants and the difficulties arising through a shortage of suitable
candidates in particular specialties (e.g., anaesthetics). Moreover, the total
number of consultants employed in the service has a very strong influence
on the running costs of the service in future years. These seem to us to be

convincing reasons for retaining the Ministry’s control of additional consultant
appointments, at least for the present.

221. So long as it is necessary to retain the central control of consultant
appointments, we feel that there are good grounds for some degree of control
being exercised also over jumior medical staff establishments. For example,
the junior medical staff appointed by Management Committees must fit
in with the Regional Board’s plan for the appointment of senior medical
staff and it is appropriate therefore that Regional Boards should have a say
in the staffing establishments of junior hospital medical staff.

222. Accordingly we recommend that the existing controls over the
appointment of consultants and junior hospital medical staff in England and
Wales be retained, but that the controls over other categories of staffing
establishments be telaxed as far and as fast as possible.

In recommending the relaxation of certain of the controls, we wish to
emphasise the desirability that hospital authorities themselves should carry
out reviews of their staffing establishments at regular intervals. Experience
has proved the value of systematic reviews of hospital staff(t), and it would
be unfortunate if the ground gained were to be lost because of the failure on
the part of hospital authorities to undertake these reviews. It is indeed a
vital function of any management to keep staffing levels continually under
inspection. Whilst we appreciate the reasons why the Ministry found it
necessary to send out their own review teams in the carly years of the service
to fix hospital staffing establishments in certain categories, we do not think
it desirable that this practice should be repeated in future. Henceforth,
responsibility for ensuring economy in the use of hospital staff should remain
fairly and squarely with the Regional Hospital Boards and Boards of
Governors—with the proviso that the Boards must seek the authority of the

Ministry to any additional consultant appointments.

Staffing controls in Scotland

723. We understand that in Scotland hospital authorities are not required
to seek the prior approval of the mnext higher authority for additional staff
appointments, as they are in England and Wales. The control of staffing
establishments in Scofland has in recent years been exercised primarily
through the amount of finance allocated in the annual budgets. In 1954-55,

() At 31st May, 1955, we understand that the review of the clerical and administrative staff
showed a saving of 2-8 per cent. in England and Wales, i.e. in relation to the services as they
existed when the review was carried out, while a saving of 5-8 per cent. was achieved in the
domestic staff of the teaching hospitals in England and Wales in which establishments had
been fixed after a central review.
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however, we have been told that there was some overspendi i
estimates, some of which seems to have been attributable tg t?lelgﬁlpqu];gégiﬁ
additional staff for whose salaries no provision had been made in the approved
estimates, and it may be that some more specific control will be found to be
necessary in this field at least for some time to come. Accordingly we
fiecqmn}qnd that the Department of Health for Scotland should consider the
esirability of adopting a similar procedure to that suggested for England
and Wales, at least so far as the appointment of consultants is concerned.

Medical consultation at the Regional level

Regional Medical Advisory Councils

224. We have considered carefully the su i i
: . _ ggestion that statut
Advisory Councils should be established in all Hospital Regiogsogdhg%%ﬁlac%
r?pﬁasent for example, the consultants, the University, the Medical Officers
?h qlzfxlth and the general practitioners in the Region. We have been told
that’ dl_leglonal. Hospital Boards are to do effectively the work of planning
thea:tn‘sl?e ;ca;%l gei‘guiles mélhe hospléﬁlﬁ throughout the Regions, it is important
‘ ula have the most fully representative medical "advi i
iIlg 12 ﬁo?{tgg%ids, -therifﬁ)rei.that if Medical Advisory Councils we:écgog;)tsigllllz‘le%
: on the lines suggested, the Regional Boards would
langfltlﬁb}ienfch% c(:)?llllgct];;e e;dw_cée dofbthe profession and the Universit?e; all;gv:
_ . provided between the hospital service, I 1 h
authority services and the general it i arated
/ practitioners. Moreover, it is
:lﬁ:mR&gécg:{l)aés ﬁt(;al.;csls l\V/Ivg(lil_ld 1%%11 be better equipped to carry Ezlili%ll;egd vtVII?I:
1 ¢ > ica cers of Health and general iti i
their Regions and would have their i B co-onoration 1 the
t l goodwill and active co-operation in th
implementation of the Boards’ decisions. Our attenti ‘been drawn in
: . tention has been d i
particular to the arrangements which have alr Ecll b i . "Welsh
and Liverpool Hospital Regions where M d?l %a Yooy Councie e Welsh
Advisory Councils have b
set up by agreement between the Regi | Bog 4 ical profession.
Wi gional Board and the med i
glgmllgg:lal ]:Illcaltl} authorities, etc.; and we have been infornl}(:zll l:ll;zgestsl;g?é
§ have functioned well and that the relations between the Boards

and the consultants in these Regi i
A S 1 €gtons are more satisfactory than i
where this type of joint consultation is lacking. acto an in others

225. It seems to us that there ar 1
s that e three aspects of this pro 1 whi

S'Il‘lli)elﬁed i!SJe ﬁﬁg:efﬁlg); ucggtmﬁgum]iﬁd atJ]Zl]d considered separately gn fl?:iell' n‘:’eli'ligsh

: _ estion that the Regional Boards should obtai ir
advice on medical matters from a bod i by, i ot ot
by the profession themselves : ’[her:z.l s sevondly ho desiter s i paot wholl

. 5 1s secondly the desire to establi

Egchm_ery to secure adequate consultation between the Regional ]Elilcsugrg(;rgﬁi

senior medical staff they employ ; and thirdly there is the aim to provide

a further link between the hospi -
practitioner services. spital, local health authority and general

226. On the first of these aspects, there is little doubt i
] s that t
%rofessi;oq would Welcox_ne the appointment of statutory Medica?eAlgsiglf;}
—ouncils in all Regions mn order to ensure that the Boards obtain the collec-
}‘.IIVG advice of the profession on all matters affecting the medical side of the
ospital service ; ‘and this suggestion was strongly supported by represen-
tatives of the.Royal College of Physicians and the British Medical Associa-
tion in the evidence they presented to us. In our view, however, this sugges-
tion would seem to be open to a number of objections. In the first place
if the Advisory Councils were composed mainly of persons nominated by the
bodies concerned it would mean imposing on the Boards an advisory bod
which they themselves had not chosen to act as their advisers. Secondl;r
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d be no guarantee that the profession would nominate & proper
aei;igguzeam of p%rsons with the appropriate personal and other quahtu?ts(;
Thirdly, if the Councils were to be mandatory 1t would be neCtaﬁ§ahry o
define their functions and in particular the circumstances in wdlc ,
Boards would be required to consult them before reaching a helms (:1 L
Fourthly, if there was a conflict of view between the Bo_ard as a w ]()) E:'r ass—
its Medical Advisory Council, the Board could find itself in a very embarra s
ing situation. Although we consider that not all of these objections afiet
equal importance, there is sufficient weight in them, taken together, A’zg deter
us from recommending the establishment of statutory Medical Visory

Councils for all Regional Hospital Boards.

e second aspect, we hold that effective joint consultation 1s
mggtz'tc? IIlae:ﬂ::‘le:sired in thg interest of the smooth and efficient working of
the service; and we are not satisfied that the need for making agequalt;
provision for this is sufficiently realised by all the Regional Boar s.1
our view, it is right that the Regional Boards should discuss fthelr plans
and future policies with those who will be largely responsible for carrying
them out, and that the profession should have an opportunity of expressing
their collective view. Consultative machinery of this sort is as mpoll;t.ant
to the hospital service as it is to any commercial or business underta }11ng.
We appreciate that in the past Regional Boagds have consulted with a
number of representative bodies from fime fo time—e.g. the regional conci
sultants and specialist committees of the British Medical Assomatllé)n,_ an1
with the Royal Colleges, the Local Medical Committees, and ‘the ! egiona
Liaison Committees (which include thq Medical Oﬁig:er of Health). ; but we
believe there would be much to be said for the setting up of a single con-
sultative committee for each Region to §trengthen the link between the semgr
medical staff and the Regional Hospltal Board. We th.er_efore urge the
Boards in all Regions to review their arrangements for joint consultation
with the profession, and to consider whether medical consultative committees
could with advantage be set up at re_glonal level to ensure that decisions on
medical matters of wide general import are not taken without proper
consultation with those who will be affected by them.

. On the third aspect of this proposal, we need hardly emphasise the
ad%ritsltages of associati}l)g the views of the Universities, Medical Officers lcl)f
Health and the general practitioners with those of the consultants a_ctulady
employed by the Regional Hospital Boards. It is perhaps unusual to 111];:i lldf:‘,
representatives of outside interests in consultative commuttees of this kind ;
but in this particular instance it is so important to integrate the medical aspehcts
of the hospital, local health authority and general practlitioner services, that
we feel the inclusion of representatives of the Universities, the Medical Officers
of Health and the general practitioners on each regional consultative com-
mittee would be of great value. We therefore suggest that Regional Boards
should give prominence to this aspect when reviewing their arrangements
for joint consultation with the profession.

Issue of circulars . .
229. We have considered very carefully the complaints made by witnesses

about the large number of circulars issued by the Health Departments since

Appointed Day. From an analysis of the circulars issued by the Ministry
gilfeHeI;%h btatv.rr-:exiJ 1950 and 1953, it would seem that about one third were
concerned with Whitley Council matters (rates of pay, conditions of service
etc.) which must be communicated to all hospital authorities in any event;
and that the number of circulars concerned with other topics has fallen
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steadily since 1950. It has to be borne in mind also that there are many

matters which must be passed on to hospital authorities through Ministry
circulars because

(@) they are of national interest, or

(b) they notify authorities of agreements negotiated centrally, or
(c) the hospital authorities themselves have pressed for central guidance.

Indeed, many of our witnesses have urged us to make recommendations which
if adopted would clearly necessitate the issue of Ministry circulars.

230. It may be that the attitude of some hospital authorities to this
matter has been coloured by the experience of the early years of the service
when circulars were issued in rapid succession on a wide variety of subjects,
and when management bodies and their officers were unaccustomed to this
experience and were not often consulted on the form and content of the
circulars issued. This was probably unavoidable in the circumstances ruling
at the time. With the regular consultations which now take place between
the Chairmen and officers of Hospital Boards and representatives of the
Ministry, and between Regional Hospital Boards and their Management
Committees, it is most unlikely that a Ministry circular on an important
matter of policy would now be issued without the knowledge of, and without
taking account of the views of, the hospital authorities concerned. No doubt
therefore, this will be a source of less irritation in the future than it has been
in the past. Beyond recommending that the Health Departments should
keep the number of directions to a minimum, we have no wish to add any
further comment on this matter.

231. As there are so many circulars which must be passed on in full to
all Hospital Management Committees, we are not inclined to recommend
that the Ministry of Health should in future issue circulars only to Regional
Boards and Boards of Governors and never direct to Hospital Management
Committees. A recommendation to this effect would put the Regional
Boards to a great deal of unnecessary work which would increase the cost,
but not necessarily the efficiency, of the service. It is true that this method
of distributing circulars appears to be working satisfactorily in Scotland,
where the hospital service is, of course, on a much smaller scale than in
England and Wales, but we doubt if its extension to England and Wales
would be desirable. It seems reasonable to us that both Departments
should continue their existing arrangements in this matter.

Regional Hospital Board Areas

232. From the evidence we have heard it would seem that the present
areas administered by Regional Hospital Boards are generally satisfactory
despite the wide variations in size and population. The largest population
served by a Regional Board in England and Wales is approximately 4%
million and the smallest about 14 million; the corresponding figures for
Scotland being about 3 million and 200,000 respectively.

Any regional division is bound to be arbitrary in some measure: but
the selection of the 14 Hospital Regions in England and Wales and the
5 Regions in Scotland was done with care, regard being had in the main
to geographical considerations, lines of communication, established teaching
hospitals, etc. A considerable amount of planning of consultant and other
services has been carried out in the last seven years on the basis of the
existing Regions ; and any extensive rearrangement of regional boundaries

or the creation of new Regions would, in our view, be wasteful and
undesirable.
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233. It may be noted that in 1947 the view was held that five of the
larger Regions in England and Wales might need to have Committees with
delegated powers to serve sub-areas of their Regions; and the Boards
concerned were advised to set up these Committees with their own staff
and offices, as follows :(—

(i) North Lancashire and South Westmorland. 1t was intended that
this Committee should include members of the Manchester and
Liverpool Regional Boards; but the Committee was in fact never
set up and we understand that the need for such a Committee has

not since been felt.

(i) Devon and Cornwall. The Committee was duly set up by the
South Western Regional Hospital Board but has recently been

dissolved and wound up by general consent.

(iii) North Wales. The Committee was set up and contained members
of both the Welsh and Liverpool Regional Hospital Boards, but
we gather that it functions purely as an advisory body and not as
a sub-authority with delegated powers.

(iv) Cumberland and North Westmorland. This Committee was set
up by the Newcastle Regional Hospital Board and our evidence
suggests that it has worked well and still continues to function
satisfactorily.

(v) Hampshire, Dorset and the Salisbury District of Wiltshire. This
Committee was set up as the Western Area Committee of the
South West Metropolitan Regional Hospital Board—i.e. the Board
with the largest population in England and Wales—and in recent
years has been given a wide measure of delegated responsibility
for the administration of the hospital and specialist services in
the Western Area of the Region. This responsibility relates to the
spending of capital and revenue money, the planning of the specialist
services, and the appointment of specialists and registrars; but it
does not extend to the mental and mental deficiency hospital services
in the Western Area. We understand that this measure of delegation
was agreed between the Ministry, the Regional Board and the
Western Area Committee in 1953 after long consideration of the
: question raised in the Eleventh Report of the Select Committee on
i Estimates whether the western part of the South West Metropolitan
i Region should be given a Regional Board of its own. After seeking
| the views of all the bodies concerned, and having carefully con-
sidered their recommendations, the Minister concluded that the
| criticisms made by those who wanted a new Region could probably
be met more economically, and without the loss of the advantages
at present deriving from the existence of a single Region, by
delegation of powers more freely to the Western Area Committee
rather than by creating a new Region and a new Board. It is too
early yet to judge the efficacy of the new arrangements.

234. We think the history of these Committees and their sub-areas since
the Appointed Day bears out the conclusion that on the whole the Hospital
Regions as they now exist are not too large for the exercise of the Regional
Boards’ functions. Moreover, we have heard nothing in our evidence which
would lead us to believe that the Boards in the larger Regions have proved
less satisfactory than those in the smaller Regions as the agents of the
Health Departments in administering the hospital and specialist services.

We offer no recommendation, therefore, for the revision of the existing

Regional Hospital Board areas.
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Hospital Groupings

235. The grzat majority of our witnesses have agreed that the existing
hospital groupings are generally satisfactory, and that the savings achieved
by any regrouping would be insubstantial. It is also generally agreed that
some tidying-up might now be carried out, with advantage, by Regional
Boards, particularly to eliminate some of the smaller groups which scarcely
scem to justify the appointment of a separate Management Committee.
Some witnesses have favoured the creation of larger hospital groups within
which more power might be delegated to House Committees; but others
have argued that if a hospital group is so large that it requires substantial
delegation of responsibility to the House Committee level, then the group
is too large for efficient administration.

236. We have also heard the suggestion that mental hospitals should as
a rule be amalgamated with general hospitals because of the clinical advan-
tages that would accrue from a closer link between the two types of
hospital. Against this suggestion, many witnesses have contended that a
separate Management Committee is essential for the future development of
the mental health services, so that the mental hospitals may compete on
equal terms with the general hospitals for a fair share of the regional funds.
The special needs of the mental hospital are said to justify the appointment
of separate Hospital Management Committees.

Ouwr Own View

237. At the Appointed Day, the intention appears to have been to set
up, wherever practicable, hospital groups of a “satellite type” ie., com-
posed of a main general hospital and a number of related subsidiary units
such as cottage hospitals, maternity hospitals, convalescent wunits, etc. In
functional groups of this kind, there was no need to devolve executive
functions to House Committees, and a strong case could be made out for
combining the posts of group secretary and hospital secretary of the main
hospital. It was no doubt in this context that the Ministry advised hospital
authorities to give no executive powers(!) to their House Committees and
normally to appoint the group secretary to act as hospital secretary of the
largest hospital in the group.

In practice, however, there have been many divergences from the pattern
of the “satellite ” group ; some for reasons of geography, history and tradi-
tion ; others because Boards have deliberately chosen to set up larger
hospital groups containing a number of large or medium sized hospitals
and several smaller units and clinics. No doubt the Boards believed that
larger groups of this sort would provide more economical and efficient
administrative units. As a result of these divergences from the * satellite
group ”, the present pattern of hospital groupings shows a wide varia-
tion, ranging from the group which consists of a single unit with less than
100 beds to the group which contains several large hospitals and smaller
units with a total number of beds exceeding 3,000.

238. We feel that the time has now come for Regional Boards to review
Fhen: hospital groupings and in particular to consider whether it would be
in the interests of sound and economical management to split up some of
the large groups, and to amalgamate some of the very small groups. By
the very small groups we mean those which consist of one hospital unit
with relatively few beds, and for which a separate Hospital Management
Committee would seem to be unnecessary. We ourselves favour the

(*) See para. 242 below.
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i rd to the mental hospitals and .mental deficiency institu-

tio%g? }h?::fgiggfif our evidence would seem to be in favour of these hospltalsé
and institutions being managed separately under their own h/{a?lageg}eln
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House Committees in England and Wales
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hospital administration, Hospital Management Committees should not in
any circumstarces confer executive powers on their House Committees, e.g.,
to appoint staff and spend Exchequer money. The Ministry added that, in
their view, House Committees could make their best contribution to the
service by stimulating and maintaining a lively local interest in hospitals ; by
looking after the welfare of patients and staff ; making recommendations to
their Management Committees on the day-to-day running of hospitals and on
new developments of the service ; managing individual hospital’s share of
the Management Committee’s “ non-Exchequer funds” ; and by serving as a

training ground for future Hospital Management Committee and Regional
Hospital Board members.

243. Many of our witnesses, whilst fully appreciating the value of the
work done by House Committees, have agreed that the Ministry were right to
limit the executive powers of House Committees in this way. In their view
any increase in the powers granted to House Committees would hinder the
development of the “group idea” and of group loyalties. These witnesses
have maintained that, if a hospital group is so large that the Management
Committee finds it necessary to delegate considerable administrative respon-
sibility to the House Committees, then the group itself is probably too
large for efficient administration and should be reduced in size. It would
be wrong to seek a solution by increasing the powers of the House Com-
mittees. Spending powers, and the power to appoint staff, etc., should be
delegated to the appropriate senior officers by the managing body.

244. Other witnesses, on the other hand, have suggested that undue
emphasis has been placed on the “ hospital group ” since the Appointed Day
at the expense of the individual hospitals and that the time has come to
experiment with some increased measure of delegation from Management
Committees to House Committees. If the House Committee is intended to
serve as a recruiting ground for future Hospital Management Committee
members, it should be given executive responsibility on a scale sufficient
to attract members of the right quality. Indeed, we have been told that
some House Commiftees are already exercising powers wider than those

envisaged in the Ministry’s circular, and without any apparent harm to the
service.

Our own view

245. The principles enunciated in Circular R.H.B.(49)107/B.G.(49)92 still
seem to us to be generally sound, and we note that they were supported by the
Bradbeer Committee’s Report(!) on the Internal Administration of Hospitals.
As we have already indicated, if a hospital group is of the right size the
Management Committee itself must closely control the management of the
individual hospitals in the group, and must keep a firm hold on the group’s
expenditure. In the ideal group there is insufficient room for two bodies
with executive and spending powers. Moreover, if too much authority were
delegated to House Committees, the danger of overspending would be
seriously increased and, if spending powers were to be dispersed too widely

throughout the group, the needs of hospitals would not be met in their proper
order of priority. '

(') The Report of a Committee of the Central Health Services Council on the Internal

Administration of Hospitals. (H.M.S.0., 1954), paras 233-238.
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246. The pressure for increased delegation of powers to House Committees
may, as we have already suggested, be a symptom of other defects in the

structure of the hospital group, e.8.: —

(0 The existing Hospital Management Committee group may be too
large and too widely scattered, and may need to be broken into more

than one group.

(i) There may be insufficient delegation of powers to hospital secretaries
at each of the unit hospitals.(!) Some Management Committees may
be seeking to give powers to their House Committees which should
properly be delegated to their officers.

We have already made clear our view that Regional Boards should do all
in their power to correct any defects of hospital grouping, and that Manage-
ment Committees should consider whether there are additional powers which
could properly be delegated to their hospital secretaries. Even after this
action has been taken, however, there may still remain one or two Jarge
groups in a Region where it might be considered appropriate to strengthen
the powers of the House Committees.

247. We fully endorse the view that House Committees are doing excellent
work in the hospital service, particularly in furthering the welfare of patients,
in retaining the interest of the local community in their hospitals, and
in preventing hospital staffs from becoming too isolated from their managing
bodies. The House Committees can also form a useful link with the Leagues
of Friends who are making such a valuable contribution in the voluntary

field to the work of the hospitals.

House Committees in Scotland

248. We understand that in Scotland House Committees do not exist on the
same scale as in England and Wales, and only in one or two of the five
Regions are there House Committees whose membership contains persons other
than members of the Board of Management. The question whether House
Committees should have executive responsibility has not therefore arisen in
any significant way in Scotland, and no circular has been issued on the
subject by the Department of Health for Scotland.

Volume of Committee Work

749. We have heard a great deal of evidence about the elaborate sub-
committee structure which has been set up by some Management Committees,
and the mass of paper work (and waste of time and effort) which it entails.
In some groups, it has led to a great many matters of relatively minor
importance being considered and decided in committees and sub-committees
instead of being delegated to responsible officers. This is a development
which in our view is much to be deplored. There is a real danger of the
administrative side of the National Health Service getting bogged down in
a morass of committees. Any unnecessary committee work is an unmixed
evil: it absorbs the time and energies of many people who ought to be
carrying out their primary duties; and it slows down decisions and delays
action which otherwise could and should be taken more promptly. On the
other hand where managing bodies concentrate more on matters of policy
and their implementation, and where responsible officers have authority to
take decisions within the policies laid down by the management, the efficiency
of the service is clearly increased.

(*) The Report of a Committee of the Central Health Services Council on the Internal
Administration of Hospitals (paras. 229-230).
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250. Accordingly we recommend that all Management C i
Boagds of Manage:ment should now review their arrgangementg %ﬁgt?ﬁi giI}:g
of simplifying their committee structure and reducing the volume of work
for example, by increased delegation of authority to responsible administra:
tive officers. We are confident that this delegation would be facilitated if
the hospital secretary were given a higher status in hospital administration
gg;ln tl{ the}:l pos_: iOf dhqsp_oital secretary were to become a normal starting
0 a hospital administrative career i
D ot 3961.)) at group or regional level. (See also

Appointment and Composition of Hospital Boards and Management
Commiftees

251. All our witnesses representing the hospital authorities have agreed
that the present system whereby the Minister appoints the Regional Boards
and Boards of Governors, and the Regional Boards in turn appoint their
Management Committees (Boards of Management in Scotland), is working
satisfactorily and calls for no radical change. Against the suggestion that
the system is undemocratic, they have pointed out that the Minister himself
is responsible to Parliament, and that there are good grounds therefore for
granting him the right to appoint the agents who are to carry out his
policies in the Hospital Regions and in the teaching hospitals.

252. We have heard differing views from other witnesses, however, about
the method by which members are appointed, and also about the composition
of the membership, with particular reference to the appointment of medical
members to Boards and Committees.

Method of appointment

253. Since the Appointed Day, successive Health Ministers have adhered
to t.h‘.a principle that members of Boards and Committees are appointed as
individuals for the personal contribution they can make to the efficient
running of the hospital service, and not as delegates or representatives of
outside bodies. Ministers have therefore firmly resisted proposals put
forward from time to time by the profession, the local authorities and
others, that they should be entitled to nominate a proportion of the members
to serve on Regional Boards, Management Committees and Boards of
Management. The Ministers have always been willing to consider the
recommendations put forward by representative bodies, but they have always
reserved the right, in the case of the Regional Boards, to decide which of the
names recommended should be appointed. The Regional Boards have
reserve.d. the same right in making their appointments to the Management
Commlttges and Boards of Management after consulting all the Dbodies
concerned.

254. The proposal that a proportion of members of Boards and Committe

] [ : es
should be nominated by outside bodies has been re-stated to us in evidence
submitted by the medical profession and the Associations of Local Authori-
ties, and the following reasons have been put forward in their support:—

- () The danger of the present system of appointment is that it will
lead ultimately to over-centralisation and to loss of responsibility
at the hospital management level.

(i) It also produces appointments which are not always entirely non-
political in character.
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(iii) The fact that Boards and Committees are appointed and not elected
makes it all the more important that a substantial proportion of
the membership should comprise representatives of the local
authorities who have been elected by the people.

(iv) If the local health authorities, medical profession, and Leagues of
Friends, etc., were entitled to make their own nominations, there
would be a healthier atmosphere in the managing bodies, more local
interest, and less danger of “ in-breeding ”.

255. On the other hand, all the witnesses we have heard from the Regional
Boards, the Management Committees and the Boards of Management have
without exception opposed the suggestion that local authorities and others
should be empowered to mominate their own representatives to serve on
Boards and Committees. If this proposal were implemented, we have been
told that it would bring the hospital service into the field of local politics ;
it would divide the loyalty of members between their hospital authority
and their nominating authority ; and would convert Boards and Committees
into centres of competing interests instead of managing bodies owing sole
allegiance to their hospitals; it would also interfere with the collection of
a balanced team of suitably qualified persons. Moreover, in the case of
the larger Regional Boards, it would be quite impracticable for every local
health authority in the Region to be represented on the Board. In the
Newcastle Region, for example, with a total Board membership of thirty,
there are fourteen local health authorities. If each authority had the right
to nominate one representative to the Board, it would be impossible to find
room for all the other interests concerned. There is the further disadvantage
that nomination by outside bodies might create too rapid a turn-over in
the membership of Boards and Committees. A fairly stable membership
is desirable in the administration of the hospital service over a period of

years,
Ounr own view

956. We have no doubt in our own minds that the Health Ministers must
reserve to themselves the sole right to decide who shall be appointed to the

Regional Boards, and that members must be selected solely for the con- -

tribution they can make to the efficient running of the hospital service.
The present system is an essential corollary of a service organised on an
agency basis. The Ministers must aim—as we believe they do—to preserve
a certain pattern of membership which will take account of all the interests
concerned in the Service, including the local health authorities, the consul-
tants, the general practitioners, the voluntary organisations, the “ consumers ”,
and people whose life interest has been in the hospital field. They must also
seek to build up a membership which will be reasonably distributed over
the Region on a territorial basis. But in our view, they cannot accept an
arrangement which could bind them to accept the nominations of the
various outside bodies concerned. If the right of nomination were granted
to one or two bodies, others would soon be claiming a similar right and it
would be quite impracticable to satisfy them all. The best solution therefore
is to allow all interested bodies and organisations to submit their recom-
mendations to the Ministers and to leave the Ministers to choose as members
those who are most likely to complete the pattern outlined above.

Medical Membership

257. We have heard a great deal of evidence for and against the inclusion
of medical members on Regional Boards, Hospital Management Committees
and Boards of Management. Those who favour the inclusion of medical
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members have pointed out that the hospital service is basically a medical
service and that the managing bodies should therefore include among their
membership some who represent the medical profession. So long as medical
members are in a minority, their votes by themselves cannot sway the
decisions of the managing bodies, but their advice and experience can be
invaluable to their lay colieagues who, after all, have the last word through
their majority vote.

258. Those who have opposed the appointment of medical members have
argued that the proper role of the doctor in the administration of the
hospital service is to advise the managing bodies, but not to exercise a vote
in any of their decisions. In the field of local government, for example, the
Council always has the advice of the Medical Officer of Health and of
any other experts concerned in a matter under discussion, but the Council
is responsible for reaching any decisions, and the Medical Officer of Health
(and any other technical adviser concerned) has no right to exercise the vote.
These witnesses have suggested that medical and technical advice given in
this way carries more weight, and is considered more carefully by managing
bodies, than if it had been received from doctors or technicians serving
as members of the bodies themselves. So long as the proper machinery
exists in the hospital service, therefore, to make available to Hospital Boards
and Management Committees the views of the professions concerned, there
is no need to appoint medical members to serve on Boards and Committees.
Indeed, as the interests of the profession are likely to be affected by some
of the decisions taken by managing bodies, there is a good case for excluding
them from their membership. If medical members were taken off the Boards
and Committees their vacancies might well be filled by representatives of the
local authorities and of the “ consumer interest ™.

259. A few of our witnesses, while not opposing outright the inclusion
of medical members on Boards and Committees, have expressed alarm at
the high proportion of medical men now serving on the Regional Boards,
and. at the increases which have apparently been taking place in many
Regions in recent years. In 1954-55. for example, the medical membership
on Regional Boards in England and Wales averaged 32 per cent. Seven
Boards exceeded the average, one of them reaching 42 per cent.; and only
three had less than 26 per cent. In comparison with 1953-54, the figures
revealed an increase in medical membership in no less than seven Regions.
These witnesses maintained that the figures were too high and that they
showed an over-weighting of medical membership often to the exclusion
of representafives of the consumer interest.

260. From a review which we have made of the membership of Hospital
Management Committees in seven Hospital Regions in England and Wales,
it would seem that the proportion of medical members varies widely between
Committees. Some Committees have 30 per cent. to 40 per cent. of their
membership made up of members of the medical profession, while others
(usually those responsible for the management of mental hospitals and mental
deficiency institutions) have only 5 per cent. to 15 per cent. The average
for each Region normally falls within the range of 20 per cent. to 27 per
cent. In Scotland, the average percentage of medical members serving on
Boards of Management in four of the Regions varies from 18 per cent. to
23 per cent.; and in the fifth Region is approximately 35 per cent.

Our own view

261. We do not think it would be proper, in a service of this kind, to
exclude medical members from Hospital Boards or Management Committees.
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It is true that Hospital Management Committees, Boards of Management
and Regional Hospital Boards already have machinery for obtaining medical
advice at the group and regional levels, but this does not, in our view,
make it any less desirable to have on the Boards and Committees themselves
a proportion of medical members who can join in the discussions and
exercise a vote. Their inclusion gives invaluable advice to the lay members
on medical aspects of hospital management, and in return it helps the
doctors to understand more fully the broader administrative problems in

the hospital service.

262. We see no reason, however, why the proportion of medical members
should exceed 25 per cent. in any one Board or Committee, and we find
it surprising that one of the Boards should have reached 42 per cent. in
1954-55. We presume that the increases in some Boards in recent years
may have been due to the introduction of general practitioners and Medical
Officers of Health to Regional Boards where they had not previously been
represented—a tendency with which we entirely agree. It should be borne
in mind also that any University represenfative who is medically qualified
will be classed as a “medical member ” on a Board or Committee and
will, therefore, inflate the proportion of medical membership.

Nevertheless, even after allowing for these factors, we doubt if the total
number of medical members on a Regional Board or Management Com-
mittee should exceed 25 per cent. and we recommend that this figure should
not be exceeded save in quite exceptional circumstances.

263. We should perhaps point out that, while it is the Ministry’s policy that
the staff employed by a Management Committee should not serve as members
of the Committee by which they are employed, it is in fact possible for
senior medical and dental staffs to serve on their own Management Com-
mittees because their contracts are made with Regional Boards and not
with the Committee itself.

264. In conclusion, we should like to record an interesting suggestion put
forward in evidence that, in the interests of efficiency, the membership of
Boards and Committees should be reduced to a nucleus of six or eight
members each, and that vacancies should be publicly advertised and suitable
candidates appointed by an Appointments Board. It was suggested that
Board members should be paid a full-time salary, and Committee members
an “ honorarium ”. This suggestion was coupled with proposals defining
the functions of the Ministry, Regional Hospital Boards and Management
Committees, the main purport of which was to limit considerably the matters
for which the Minister was answerable to Parliament, and to increase the

powers and responsibilities of the hospital autherities. The ultimate sanction

of Boards against Committees and the Minister against Boards would be
the decision not to reappoint members as vacancies occurred.

Whilst appreciating the reasons behind these proposals, we do not feel
that the organisation proposed would be appropriate to the National Health
Service. The Regional Hospital Boards are intended—at least in part—to
represent the community, and, in our view, if they were transformed into
small bodies of paid “ Directors ”, their whole character would be changed.
The possible gain in administrative efficiency, even if it were to be achieved,
would be bought at too-high a price.
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HOSPITAL FINANCE AND ACCOUNTS

Description of Present Procedures in England and Wales

General

265. The financial structure of the hospital service is designed to fit in
with the Treasury procedure whereby annual estimates are submitted for
approval some months before the beginning of each financial year, and
revised estimates prepared (and approval to supplementary estimates sought
if need be) during the course of the year.

Cash is advanced to the hospital authorities on monthly requisitions.
Hospital accounts themselves, however, are kept on an income and expendi-
ture basis and the actual expenditure for the year is shown in financial
statements audited by auditors appointed by the Minister. Summaries of
these accounts are transmitted to the Comptroller and Auditor General who
lays them together with his report thereon before Parliament. The summary
accounts presented to Parliament are prefixed by a statement reconciling
them with the Exchequer cash issues.

Any underspendings over the year are surrendered to the Exchequer.

Current expenditure
Preparation and approval of estimates

Procedure up to 1950-51

266. Under the budgetary system introduced at the outset of the National
Health Service, annual estimates of expenditure in considerable detail were
prepared by hospital authorities in the autumn of each year in respect of
the next financial year, and submitted to the Ministry for examination and
approval. In the case of Hospital Management Committees the estimates
were reviewed and summarised by the Regional Boards before being referred
to the Minister. These estimates formed the basis of the Ministry’s Parlia-
mentary estimates.

For approval purposes, the detailed estimates were grouped together into
a number of subheads and each hospital authority was free to vary the
detailed estimate figures provided the total expenditure under any one sub-
head was not exceeded during the financial year. The amounts approved
related to the hospital group as a whole, and the authority was free to vary
the allocation of any subhead between individual hospital units within the
group.

About half-way through the financial year revised estimates were prepared
by hospital authorities and approved by the Minister in the same way as
the original estimates. At this stage, savings anticipated under one or more
headings could be transferred to other subheads of expenditure with the
consent of the Minister, or in the case of Management Committees of the
Regional Board acting on his behalf.

Procedure in 1950-51

267. The decision announced in March, 1950, that the Ministry’s estimates
for 1950-51 must be regarded as the limit of expenditure on the Service,
led to some modification of this procedure and to an increased measure of
control. The object was to avoid a repetition of the supplementary estimates
to Parliament which had been presented in 194849 (£22 million) and
%91‘119—50 (£45 million). The principal measures taken in 1950-51 were as
ollows: —
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(i) All hospital authorities were required to send the Ministry a monthly
return of expenditure showing (for each heading of account under
which approval was given) how the expenditure to the end of the
preceding month compared with the due proportion of the approved
estimates, Where the returns showed overspending, everything
practicable (having regard to the needs of patients) was done to
eliminate the overspending. Management Committees were re-
quired to send copies of the return to the Regional Board who
were authorised to take action to reduce the rate of expenditure
where overspending was revealed.

(ii) It was made a condition of approval of the estimates of hospital
authorities that expenditure under each heading of accounts should
be limited to the amount approved for that heading ; that anticipated
excesses must be reported to the Minister under the procedure out-
lined in (i) above; and that savings were not to be used on new
or extended services without his express consent. The authority
of Regional Boards to approve transfers between the accounting
subheads of Management Committees was thereby withdrawn.

(iii) The Principal Regional Officers of the Ministry were brought into
close touch with hospital authorities as liaison officers, both by
attendance as observers at meetings of Boards and Committees,
and by receiving papers relating to the more important meetings.

Procedure in 1951-52

768. The decision to impose a limit of £400 million on the net cost of
the National Health Service in 1951-52 involved a substantial reduction 1n
the Ministry’s first estimates for that year (based on the estimates of hospital
authorities) ; and this could only be met by reducing the hospital estimates
themselves. Regional Boards and Boards of Governors were accordingly
notified of the total amount that would be made available to them for the
year and asked to draw up fresh estimates (under the approval subheads)
within those totals. Regional Boards took similar action with Management
Committees. Boards and Committees were also informed that as no supple-
mentary estimate would be allowed during the year, all increases in expendi-
ture, from whatever source arising, must be contained within the total sums
allotted. Regional Boards were advised to create regional reserves in order
to meet contingencies and emergencies, and in order to ensure that such
development projects as might be possible during the year would be financed
and carried out in the proper order of priority. The Ministry itself created
a small reserve for the Boards of Governors. The measures initiated in
1950-51 were also continued with slight modifications.

Procedure in 1952-53 and subsequent years

269. To reduce the duplication of effort involved in preparing one set of
estimates in the autumn, and another after being notified of the total annual
allocation, a mew procedure was brought into operation in relation to the
year 1952-53. Under it, Regional Hospital Boards and Boards of Governors
of teaching hospitals were required to submit, by the end of October, broad
forecasts of the amount required

(@) to maintain services at the level likely to be attained by the beginning
of the next financial year ; and

(b) to meet the running costs of urgent developments and improvements.

More recently, however, the Boards have been asked to support these fore-
casts by fuller explanations of the reasons for increases or decreases than
were previously requested.
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270. In the light of these forecasts and of the latest available information
as to probable total expenditure in the current year, the amount to be included
in the Ministry’s estimates for hospital running costs in the following year
is settled in December or January in consultation with the Treasury subject
of course to later approval by the Government and Parliament of the esti-
mates for the National Health Service as a whole. Provision was at one
time included to cover both the possibility of future price variations and of
future increases in salary and wage rates; more recently this has been
omitted, but an undertaking given that additional allocations which may
involve the presentation of supplementary estimates to Parliament will be
made subsequently, if and when necessary, to meet the cost of unforeseen
increases in salary and wage rates and that adjustments will also be made
subsequently for changes in price levels if need be.

271. The national total having been determined, the Ministry, in January
and February, notify Regional Boards and Boards of Governors of the sum
likely to be made available to them in the forthcoming year (including, for
Regional Boards, an amount for developments). Within the following month
or six weeks the Regional Boards in their turn make allocations to Hospital
Management Committees for running their existing services. Within their
fixed totals each hospital authority draws up its detailed estimates under
a limited number of subheads which are approved in the case of Hospital
Management Committees by the Regional Boards, and in the case of Regional
Hospital Boards and Boards of Governors by the Ministry. By this means,
each hospital authority is made aware of the total sum it will have available
before the beginning of the financial year. :

It will be noted that as a natural corollary of the new procedure, the
power to approve the estimates of Hospital Management Committees was
completely delegated to Regional Hospital Boards, and their authority to
approve transfers between subheads restored.

272. Regional Hospital Boards’ estimates of expenditure on their own
services are approved by the Ministry under six headings:—

Central administrative expenditure of the Board.
Blood transfusion service.

Mass radiography service.

Payments to specialists and registrars.

Payments under contractual arrangements.
Other expenditure.

273. The estimates of Hospital Management Committees and Boards of
Governors are normally approved (by Regional Boards and by the Ministry
respectively) under the following twelve heads:—

(1) Administration—central expenses of the Committee or the Board.

(2) Hospital Maintenance:—
Salaries and wages

(i) Medical and dental staff.

(ii) Nursing staff.

(iii) Other staff.
Provisions.
Uniforms and clothing.
Drugs, dressings, medical and surgical appliances and equipment.
Fuel, light, power, water and laundries.
Maintenance of buildings, plant and grounds.
Domestic repairs, renewals and replacements.
All other expenses.
Less :—
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Direct credits (e.g., recoveries from staff for board and lodging,
receipts from farms, canteens etc.; receipts from local
authorities under user agreements).

(3) Other expenditure—all expenses other than on administration or
hospital maintenance.

274. When making their allocations fo Hospital Management Committees
out of the total sum made available by the Ministry for the Region as a
ﬂvholga, Regional Hospital Boards set aside and retain varying sums as

regional reserves ”, normally limiting their initial allocations to the sums
estimated to be required by each Committee to maintain the services at the
level existing at the beginning of the year. The provision included by
the Ministry in the regional total for developments and improvements of
the service, (or some part of it), is normally withheld by the Board until the
Committee needs to incur the expenditure concerned. In this way the
Regional Boards secure that the best use is made of the limited amount
of money available for development and improvement of the service. The
revised estimates of Management Committees, submitted half-way through
the year when the outcome for the year can be more clearly foreseen, are
submitted to the Boards under the approval subheads and any transfers
between subheads of the amount originally approved, for which good cause
is shown, are usually authorised at this stage. The Boards themselves submit
revised estimates of their own expenditure to the Minister for approval.

275. In the case of the teaching hospitals the Ministry retains a small
central reserve for developments and contingencies. Issues from the central
reserve are made as occasion arises ; and transfers between subheads, where
warranted, are approved by the Ministry at the revised estimates stage.

276. Briefly then, under the present arrangements, the total annual sum
to be spent on the maintenance of the hospital service is first decided after
consultation between the Ministry and the Treasury. The Ministry then
share out the total sum between the Regional Boards and Boards of
Governors ; and the Regional Boards in their turn, afier making allowance
for their own needs, share out the regional allocation between the Hospital
Management Committees whose estimates are finally approved by the Boards
under the approval subheads listed above. The estimates of Boards of
Governors are approved by the Ministry under the normal approval subheads.

How the shares are calculated

277. We understand that, in deciding what amount shall be allocated

annually to the various hospital authorities, the Ministry now apply th
following general procedure :— o PPy fhe

(1) The total amount available is first divided between the Regional
Hospital Boards as a whole and the Boards of Governors as a whole,
broadly in proportion to the expenditure of these two groups in
the last year for which actual figures are available.

(2) The Regional Boards’ share is then divided out among the individual
Boards as follows:—

(@ A limited amount is set aside for the running costs of new
developments and improvements to be started during the
year. This is divided up between Boards partly by reference
to population, and partly by reference to the capital projects
likely to come into operation during the year.

(b) The remaining sum is available for the maintenance of the
existing services and, if it is substantially less than the
total of the Boards’ own forecasts of their requirements, the

102

H
g memy o e ey
i
|
§

adjustments necessary to bring the total estimates within
the national sum available are effected as follows:—

(i) The revised estimates of each Board for the current
year—which constitute the basic figure—are com-
pared with the Department’s own estimates of the
probable outcome for the year and an adjustment
made for any apparent inflation of these figures which
cannot be satisfactorily explained.

(i) The Board’s forecast for the ensuing year is then
compared with their revised estimates for the current
year and the increases (or decreases) attributed to
various factors are scrutinised and, if necessary, modi-
fied in the light of statistical data (where relevant)
and any explanations submitted by the Board as well
as the national trends. Examples of the factors in-
volved are the additional cost of price increases and
wage awards up to the latest practicable date, and
of recent developments and improvements; and on
the other hand savings arising from such measures as
the completion of projects which will reduce running
costs.

(iii) An overall saving on running costs is expected also
as the result of measures taken by Boards and Com-
mittees to achieve continuing economy and improve
efficiency. Those Boards in whose Regions general
costs are higher than the average are expected to
contribute proportionately more than those in the
Regions where costs are generally lower.

Provisional allocations worked out on this basis are then discussed inform-
ally with officers of the Boards, and amended if necessary in the light of those
discussions. The final allocations are then formally notified to the Regional

Boards.

278. The allocations to Boards of Governors for the maintenance of
existing services are worked out in much the same way as those for the
Regional Boards, but no specific allowance is made in them for the cost
of development projects. The Ministry themselves keep a small sum in
reserve for developments to meet demands as and when they arise.

Income accruing to the hospital service

279. Income accruing to the hospital service from the charges paid by
patients and from other sources is not available to the Hospital Board or
Management Committee which collects the money. The income is
appropriated-in-aid of the Ministry’s Vote for the National Health Service.

Estimates procedure in Scotland

280. In Scotland the general procedure adopted in the preparation of
estimates has been much the same as in England and Wales, but the tendency
has been towards a progressive reduction in the number of heads in the
approved budgets of Regional Hospital Boards and in turn of the heads
under which Board of Management budgets are settled within the regional
total : the detailed procedure differs in the several Regions.
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POINTS RAISED IN EVIDENCE

Method of allocation

281. On the whole, we have heard few complaints against the present
method of allocating revenue funds to Regional Boards and Boards of
Governors, though all concerned would welcome an increase in the amounts
allocated to enable necessary development schemes to be carried out. We
gather that there was considerable irritation at the degree of central control
introduced in 1950-51 and 1951-52 at the time of the economic crisis,
but the revised procedure followed in subsequent years (see paragraphs
269-278 above), appears to have met most of the Boards’ objections. The
criticism is still made, however, that the system favours most the authorities
“ffh?h showed the least degree of financial responsibility in the early years
of the service.

282. We agree that the main weakness of the present system of allocating
revenue funds is the apparent lack of a consistent long term objective, and
we have considered very carefully whether any formula might be devised
(related to regional populations, numbers of beds and/or other factors) which
might serve as a guide to the Health Departments when sharing out the
annual allocations to Regional Boards. We have concluded, however, that
any national formula would have to be weighted to take account of such
a wide range of variables in Hospital Regions that it cannot be considered
as a practical proposition at least for the present. Hospital Regions do
not necessarily represent the “catchment areas” for the hospitals in their
areas, and may take a large number of patients from adjoining Regions.
Hospital Management Committee groups in their turn are not associated
with any specific geographical area. Again, the costs of different fypes
of hospital bed vary so widely that no simple formula could be devised
to take account of the varying distribution of beds in the Hospital Regions.

283. We have noted, moreover, that the capital allocations, being calcu-
lated on a population basis (with a 5 per cent. weighting in favour of
the seven Regions needing special help in England and Wales) are already
doing something to level up the standards of the service throughout the
country. Some further degree of levelling is effected through the method
of allocation of revenue funds, and by the large capital schemes financed
centrally by the Departments. The expanded capital programme recently
announced by the Government should make a material contribution to this
end. (See paras. 316-317.)

_ On balance, therefore, we have concluded that the present system, though
it has certain weaknesses, is probably the best that can be devised in
present circumstances; and we are confident that, with the growing experience
of Regional Boards and the Health Departments in examining annual
estimates, the system can be made to achieve its object of securing that
the available sums are distributed where they are most needed in the
interests of the efficient working of the service as a whole.

In general, we hold that in a public service which is paid for almost
entirely out of public funds, a measure of financial limitation is essential
at all times if there is to be efficiency and economy of administration.
Furthermore, when there is virtually no limit to what could be desirable
on medical grounds it is vital that the responsible authorities should be
faced with the necessity of establishing their priorities and of recogaising
that the satisfaction of the more important and urgent requirements must
entail some sacrifice at the lower end of the scale. There must be a
clear and ungrudging appreciation of the fact that if more money is expended
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in one direction it must mean (unless there is an increase in the total
resources placed at the disposal of the Service) that less is available to

be spent in other directions.

Rewards for efficient and economic management

284. The suggestion has been put forward, both in the evidence to
this Committee and elsewhere, that some method should be devised for
“ rewarding ” Hospital Management Committees who prove themselves to
be efficient and economical in their handling of Exchequer funds. As many
of our witnesses have pointed out, however, the difficulty is to determine
in any individual case whether the savings achieved in a hospital group
are due to genuine economies—and, if they can be shown to be genuine,
whether they should have been achieved some years earlier. We understand
that many Management Committees have mow come to accept the view
that it is their duty to make economies in the service wherever possible
and that any “savings” should be pooled regionally to finance necessary
developments of the service on a regional basis. We found it most en-
couraging to note the development of this responsible attitude among hospital
authorities.. Indeed, the main concern of many Hospital Management Com-
mittees now is not that they should be rewarded for efficient management,
but that they should not be penalised for realistic and responsible budgeting

in earlier years.

285. We gather that, as a result of frequent discussions between Chairmen,
members, and officers of Regional Boards and Management Committees ;
and of increasing experience of groups’ estimating and spending habits,
Regional Boards are now generally aware of the Management Committees
which have consistently followed in the past a responsible financial policy
both in budgeting and in spending ; and they are influenced by this know-
ledge when sharing out the regional allocations, making money available
for hospital developments, and considering requests for virement.(!) In
future therefore, Hospitak Management Commiftees are unlikely to be
penalised for economical spending as some of them were perhaps at the
time of the economic crisis when overall “cuts” were hurriedly made in
hospital estimates to meet an urgent situation.

786. We conclude that it would be impracticable to give direct financial
rewards for underspendings to one Hospital Management Committee in a
Region without doing an injustice to other Committees which have budgeted
closely and spent up to the limit of their estimates. Moreover, we think
it is a misconception to suggest that financial incentives of this kind are
a proper way to ensure the efficiency of Hospital Management Committees.
No doubt Regional Hospital Boards in dealing with the applications of
their Hospital Management Committees will have regard to the ability they
have shown for exact budgeting and efficient administration ; but the funda-
mental difficulty, of which this is a symptom, seems to us to be a wider
one. It is very difficult to measure the efficiency of unmits in a service
of this kind, whether relatively to each other or to some defined standard ;
yet without some yardstick of “success™ which can be recognised at all
Jevels it is hard to foster that realistic sense of achievement which acts
as a guide, an incentive and a reward in other fields of activity. This is
not a question to which we, as a Committee, can hope to provide a satis-
factory answer, but we trust that it will be carefully considered by all who
are concerned with the running of hospitals in the National Health Service.

() Authority to transfer expenditure from one subhead to another.
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The block grant and the carry-over of unspent bal i
current expenditure P ances in the case of

287. In the earlier years of the National Health Service th
strong body of opinion both within the hospital service and ouig?d;v?ts iﬁ
favour of block grants, to meet current expenditure for three to five year
periods, being made to Regional Hospital Boards and through them to
Hogpltal Managemen_t Committees, on the grounds that this would be con-
ducive to greater efficiency on the part of those in charge of hospitals. It was
contended that, knowing what sums would be received during the coming
three or five years, hospital managements would be able to plan ahead
with a secure basis of knowledge of the finance that would be available to
them. Evidence to this effect was given to us by a number of our
witnesses. On the other hand we also have had a good deal of evidence
which pointed to a growing realisation of the fact that the apparent security
resulting from a system of block grants would be largely illusory. Over
60 per cent. of the costs of the hospital service consists of wages and salaries ;
rises in wages and salaries, as also in the prices of food, drugs and other
(s)tgpg‘lrfns, t’i]hire polsstlbltla exteélt of which could not be foreseen over a period
ec, let alone five years, i
O oo mosttals years, could completely upset the budgeting

288. Accordingly the great majority of our witnesses instea i
for block grants to finance current eipenditure, put forward a:i Sfogcl;:zslin(])%
a more modest character, namely that the hospitals should be permitted to
carry over to the next financial year any unspent balances of the sums nomin-
ally allotted to them in respect of the preceding year. This would seem at
first sight to have the great advantage that it would act as a direct stimulus
to economy, since the hospital which by good management had effected a
saving on its estimated expenditure would not suffer the annoyance of
surrendering that saving to the Exchequer, but would be able to spend it
for some other purpose. It would further have the advantage of lessening
the temptation of hospital authorities to spend up to the limit of their
estimates even when this is not absolutely necessary—although this is a
temptation lech, according to most of our evidence, is now more firml
resisted than it was in the early years of the service. g

_Some of our witnesses who favour this proposal have poin ‘

if hospital authorities wish to be sure of Elljvoirzling any ogerslgzgd(iﬁl: gg;
year, they must in fact plan to underspend. But, as hospital budgets become
more and more stretched, Hospital Management Committees become more
and more reluctant to plan deliberately for an underspending. This reluctance

would be over i . .
bt year.ca:)me if the underspendmgs could be carried over to the next

289. The criticisms which have been ‘ 1
numerous and include the following:— made against this proposal are

(i) There is the major difficulty of ascertaining whether the underspend-
ing is due to a genuine saving in expenditure as a result of better
oilglamsatlon, more economical use of staff, drugs, etc., or to some
g e;:) cause. Underspending may occur because the estimate itself

as been inflated, and in this case there is no reason why it should
be rewarded. Or, again, provision may quite properly have been

made for some contingency which di b b
in question. gency h did not materialise in the year

(ii) Furtpenﬁjore, of two hospitals, one may have been so economically
illlln 11‘1: ht e past that there is virtually no scope for further economies ;
¢ other may have been less strictly managed and it may still be
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possible to effect savings on an important scale. The retention by
the latter of its unspent balances would scarcely seem fair to the
former unless there is some other way of rewarding its economical

management.

(iii) Indeed, if the unspent balances of the Hospital Management Com-
mittees in a Region totalled say 2 per cent. of the Board’s annual
allocation in a given year, and if this 2 per cent. were to become
a first charge on the Board’s budget in the succeeding year, then
the remaining sum, available for distribution to the Committees in
the Region, would be only 98 per cent. of the amount they might
otherwise have expected to receive. If we assume the Board’s
allocation from the Ministry to be the same amount in both years,
it would seem to follow inevitably that the Committees which had
no such surpluses to their credit must suffer a cut of the order
of 2 per cent. in their budgets in the second year. If this process
were continued year by year and the Board’s allocation from the
Ministry remained unchanged, the position of Committees which
always spent up to the limit of their budget would progressively
deteriorate : and this despite the fact that their failure to achieve
surpluses might well have been due to no lack of economy on
their part, but was a consequence of careful and accurate budgeting
in the past. It is difficult to imagine that such a system would be
acceptable to Hospital Management Committees which found them-

selves in this situation.

(iv) There might be underspendings on food or in other directions which
could be detrimental to the main objects for which the hospital
exists. There can be false economy as well as true economy.

(v) In approving annual estimates, the aim is to give hospital authorities
what they need to maintain their services. The carrying over of
an unspent balance would, in fact, give the authorities more than
the sum to which they would be entitled on the basis of their

approved estimates.

(vi) Savings achieved in a service financed by the Exchequer should
accrue to the benefit of the taxpayer. The Parliamentary system
does not allow the carry over of unspent Exchequer balances except
in the case of grants-in-aid, and the expenditure on the hospital
service cannot be regarded in any sense as a grant-in-aid ”.

(vii) It does not appear to be the case that hospital authorities in general
do in fact increase their overall rate of spending in the later months
of the financial year. In any event, as many of our witnesses have
pointed out, it is natural that Hospital Management Committees
should curtail their spending under certain sub-heads in the early
months of the year until it is clear how the budget is likely to
work out. This is a matter of wise planning and not of careless

spending in the later months of the year.

QOur own view

790. We are of the opinion that the weight of argument is against the
adoption of block grants to meet current expenditure in the hospital service,
and that the same conclusion holds good with regard to the proposal that
Regional Hospital Boards and Hospital Management Committees should be
empowered to carry over unspent balances. Advocates of block grants for
the hospital service often cite the analogy of the system of quinquennial grants
for the current expenditure of the Universities administered by the University
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Grants Committee but the analogy is not really a vali iversiti

have important revenues of thegif own from 3Eees ang %g%owglgngnlzgilmtﬁ
Exchequer contribution is a grant-in-aid of these revenues. It is n,c’t appro-
priate to speak of a grant-in-aid for the hospitals when virtually the whole
of their expenditure is met out of public funds. From the point of view
also of the public finances the difference in scale is so great as to render any
{f:hrect comparison invalid. As against an annual grant of about £25 million
or the Universities there must be set an expenditure of about £320 million

a year on account of the hospitals alone in England and Wales and Scotl :
. A - and. d .. ] . .
1t is one thing to give a guarantee for five years ahead of £25 million a year, ? 295. The great majority of our WInesses, however_including thore o

; ﬁgd‘%g;éte n?illllfi)ther thing if the sum in question is of the order of magnitude ”; directly concerned with the preparation of hospital estimates—have seen 1o

oA, on and absorbs an appreciable part of Government revenue. ; objection to the present system of approval by subheads, nor to the number

ere mthmoreover no intermediary body which could fulfil for the hospital of subheads involved. They have pointed out that Hospital Management

fgm%? the role played by the University Grants Committee in relation to t Committees generally break down the subheads still further for their own

e Umversiies. — purposes, and ﬁled no difficulty therefore in preparing their estimates in

291. As . ; the form required by the Boards. Requests for virement have not been
regards the carrying forward of unspent balances, we fully appre- 1 numerous and approval has normally been given by the Regional Boards.

ciate the great importance of encouraging and stimulating true econ |

1 : * . o1n k
the ﬂ?ogpltal service. But, in our view, the stimulus shougld be providec{ ﬁ? 296. Representatives of the Regional Boards have generally recommended
n}e ods which are less open to objection than the simple carrying forward ; the retention of the existing subheads as a means of effecting broad financial
g Iunspent balances. We agree entirely with the view expressed by the ; control over the service, and ensuring that money is spent on the purposes
elect Committee on Estimates for 1950-51 in their Eleventh Report:—(%) ! for which it is authorised. They have pointed ouf, moreover, that the
| monthly reports of expenditure made by Hospital Management Committees

“. . . the amount of money included in a year’ i ;
. I's estimates h .
authority was not the year’s income of thaz authority, but vav:shgfcprlé?; ;)c;;l(;ivallnesulgﬁgggslgless if the ﬁgures. were not broken down under the

1;1;16 eh;n;: ?f permission to spend. When a saving has been made on ‘
stimate it generally means that the authority has found itself able i; 297. The Ministry also favour the retention of the approval subheads for
the following reasons:—

to provide the service in question at a lower c
L > i ost than was allowed for
in the estimate ; it foll inis : . - . '
ows that the Ministry ought not, in the absence (i) The Minister must be prepared to account to Parliament for the
way in which hospital budgets are spent and cannot therefore divest

of some special reason, to approve an estimate in the following year
himself of some general oversight of expenditure.

for the same purpose and of the same size as before. If hospital autho-
@ii) It is not unreasonable that hospital authorities should be required

rities could carry forward unexpended balances it i
! Y. would in effect be
requiring the Ministry to approve estimates for am 1 ‘:
ounts exceeding the i to explain variations in the subheads of expenditure which they had
in mind when preparing their original estimates.

Approval subheads

704. The view is held in some quarters that the available funds in the
hospital service would be used more efficiently if Hospital Management
Committees and Regional Hospital Boards were authorised to transfer
expenditure from one estimates subhead to another without the vexation and
delay involved in seeking the approval of the next higher authority to the
transfer. Some witnesses have therefore recommended the abolition (or
failing that, a reduction in the number) of the approval subheads.

e epri iy 4)
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cost of the services in question by the amount carried forward.”

292. This question is of course closely tied up with i i
a more efficient costing system into theyhospita%} scarvicclfle égtrﬁ)c}ltéct;c;ntgé
annual maintenance funds are allocated mainly on the basis of the amount
spent in the preceding year, hospital authorities will naturally be reluctant to
;ﬂg;lrf an underspending at the end of a financial year. What is needed
tureeosf)rae Ills some effective standard of efficiency against which the expendi-
ture of theozﬁlggétriiéiycl&efﬁigzdf bcgth in v‘t[he examination of past expenditure
o Darhgrashs 334 96T of tho e ];I)lrt:v,. e deal with this aspect more fully

293. Regional Hospital Boards and Hospi
_ ospital Management Committ
Fgggd dlo well in any case to remember that the services they admirllisigf'
for ho(;gi¥afl Eszili-rtn gf the National Heatl)rth Service and that any underspending
es may serve to balance some overspending i
subhead of the National Health Service V. e o gt
] _ ote, e.g., on the pharmaceutical
service. Underspendings on the hospi 1 cssari Jost
J . pital service are not necessarily ?
E[ge?;evliz;ngﬁaluiljjlth SSI_'VICC ?s a whole. In 1952-53, for examgle iglin
_ . rspending of over £10 million on the hospital servi
(ignoring the earmarked salaries and wages reserve) this sum v\%saavﬁ{:ﬁg

to help meet substantial excesses i
) : n that year on
ceutical services and the general dental servyice. » for example, the pharma-

() Published by H.M.S.0., 1951 (see para. 23).
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(iii) The service is not yet sufficiently stable to justify the granting of
total annual allocations to Hospital Management Committees with-

out any analysis by subheads.

708. Our attention has been drawn to the fact that, in Scotland, the
annual allocations to Regional Boards are made under four heads only, ie.,
hospital running costs, specialist services, administration, and other expendi-
ture. The Scottish Boards in their turn approve the estimates of Boards
of Management under a varying number of subheads (only two in the South
Eastern Region and five in the Western Region) which are considerably
fewer than those used in England and Wales. We understand, however, that
it is in fact the practice of Boards of Management in Scotland to break
down their estimates into subheads broadly in line with those used in England
and Wales and subsequently to notify their Regional Boards of the estimates
analysed in this way. The Regional Boards are thus in much the same
position as their English counterparts in supervising the expenditure of their
Boards of Management, the only material difference being that the Scottish
Board of Management is not required to seek the formal approval of the
Regional Board to any transfer of expenditure. There is nothing in the
Scottish practice that would lead us to suppose that the estimates procedure
in England and Wales might be improved by reducing the number of
approval subheads. Accordingly we do not recommend any alteration of

the existing practice in this matter.
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Audit of -Hospital Accounts
The pre-1954 procedure

299. At the time when we were taking oral evidence from Regional
Hospital Boards, we heard a great deal of criticism against the procedure
followed in England and Wales for auditing hospital accounts. We were
told that the audit in England and Wales was undertaken by auditors
appointed by the Minister to audit accounts (including those relating to
non-Exchequer moneys) of Regional Hospital Boards, Boards of Governors,
Hospital Management Committees, local Executive Councils and certain
miscellaneous authorities. The Ministry maintained that this arrangement
made it possible to direct and control the audit throughout on a uniform
basis and to organise the service on an economical staffing basis. The
Ministry had considered whether Regional Hospital Board Treasurers might
be employed on the audit of accounts of Hospital Management Committees
but, apart from the fact that such an exception from the general arrangements
for centralising audit would have led to the employment of more staff, it
was thought that it would also involve Treasurers in conflicting loyalties.’

The practice was therefore for the auditors to report to the Minister, as
necessary, after each interim visit, and also after the completion of the audit
for the year. The hospital authority was furnished with a copy of the final
audit report and in the case of a Hospital Management Committee a copy
was also sent to the Regional Hospital Board. Where necessary, the Depart-
ment made representations to authorities about matters reported by auditors
and when this was done following an interim visit, a copy of the auditor’s
report, or an extract from it, was sent to the authority.

300. In Scotland, however, the Secretary of State took the view that as the
Regional Boards were made responsible for the expenditure incurred by
Boards of Management it would assist them in exercising that responsibility
effectively to entrust the local audit of the books and records of the Boards
of Management to the Regional Hospital Board Treasurer, acting on behalf
of the appointed auditor. The auditors of the Department confined their
audit to a more general examination of the financial procedure of the Boards
of Management and the audit of the consolidated accounts prepared by the
Regional Boards. ;

301. A straight comparison of the numbers engaged on audit work in t
two countries showed that 280 were employed in ]%‘,nggland and Wales and lgg
in Scotland. In comparing these figures (which were of course proportion-
ately much higher in Scotland than in England and Wales) it should be borne
in mind that the audit of endowment and other trust funds in Scotland was
left to auditors in private practice, whereas in England and Wales it was
undertaken by the same auditors as audited the Exchequer accounts. The
Health Departments explained to us that, while centralisation of the work in
England and Wales was thought to be conducive to economical staffing, it was
probable that the main reasons for the proportionately much higher numbers
in Scotland were:— .

(i) that audig staff in Scot!and were employed on special duties—e.g.
the examination of costing statements and subsequent investigations
—as well as on audit.

(i) that Boards of Management in Scotland do not employ finance

officers as most Hospital Management Committees do in England
and Wales.

(iii) that more detailed checking was undertaken in Scotland than in
England and Wales.
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(iv) that audit visits were made more frequently, varying between four
and twelve visits a year, in Scotland, whereas 1n England and
Wales visits were generally made three times a year.

Suggested revision

302. The evidence we received from Regional Boards in England and Wales
was generally in favour of the suggestion that the Boards should have power
to carry out an “ efficiency audit ” of their Hospital Management Committees’
accounts. We were told that this would enable Boards to check whether
Hospital Management Committees were spending their funds economically
and on the purposes for which they were authorised, and would also facilitate
the annual examination of Hospital Management Committees’ estimates and
comparisons of varying levels of hospital expenditure. The existing audif
carried out by the Ministry was not, we were told, producing the information

required.
303. Those who opposed this suggestion did so on the grounds that:—

(@) many Hospital Management Committees would resent the increased
interference (implied by an efficiency audit) by Regional Boards 1n
matters of hospital management, and

(b) a regional audit would be more costly in money and manpower.

If the introduction of a regional efficiency audit was found to be imprac-
ticable, however, most Regional Boards made it clear that they wished to
be associated more closely with the audit carried out by the Ministry, and
with the follow-up of points raised in the auditors’ reports. They also
requested that copies of all interim reports should without exception be
sent in full to the Hospital Management Committees and Regional Boards

concerned.

304. In Scotland, we heard some witnesses who objected to the Regional
Board’s Treasurer acting as the auditor, but there were others who preferred
the Treasurer’s audit to one carried out by the Department of Health.

Revised procedure—I1954

305. Towards the end of 1954, however, the two Health Departments
decided to revise their audit procedures in such a way that they are now
operating broadly on similar lines. In future, in both countries the audit
of the accounts of Hospital Management Committees (and of Boards of
Management in Scotland) will be undertaken centrally by officers of the

Departments and follow-up action will be left primarily to the Regional
Hospital Boards.

306. Thus, in England and Wales the main responsibility for follow-up
action on auditors’ reports on the accounts of Hospital Management Com-
mittees—hitherto undertaken by the Ministry—has now been delegated to
Regional Hospital Boards. The Boards are now responsible for ensuring
that suitable action is taken by the Committees on matters included in the
reports of the auditors, except for a relatively few items where for special
reasons they are asked to wait for the Ministry’s advice as to the action
to be taken. The Boards are required to inform the Department of the
action taken in each case.

An alteration has also been made in the arrangements for dealing with
interim reports of the auditor, copies of which will be sent in full to the
authorities concerned and, in the case of a Hospital Management Committee,
to the Regional Hospital Board also.

307. In Scofland, the audit of the accounts of Boards of Management is
now undertaken centrally by officers of the Depariment, with some consequent
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reduction in the scope of the audit and in the overall numbers of audit
staffs employed. All audit reports on the accounts of a Board of Manage-
ment are now submitted simultaneously to the Board of Management, the
Regional Hospital Board and the Department. Regional Hospital Boards

are then responsible for follow-up action on the reports and for informing
the Department of the action taken.

Our own view

308. This revised procedure seems to us to provide the right solution to
the problem of hospital audit. 1t leaves the Minister and the Secretary of
State with the duty of carrying out the audit itself, and properly associates
the Regional Boards with the follow-up of points raised in the auditors’
reports. The proposal to introduce a “regional efficiency audit” is not in
our view relevant to this matter. It is clearly part of the duty of a Regional
Board to ensure that money is spent by Hospital Management Committees
on purposes for which it is authorised ; also to encourage Hospital Manage-
ment Committees to compare their costs and continually to be seeking
explanations for varying levels of expenditure. This is part of the normal
function of management and is already being exercised—perhaps in varying
degrees—in all Regions. It is a function which will no doubt be emphasised
more successfully when departmental costing is introduced into the service.
But it is not a function which need be associated with the technical audit
of accounts. We see no objection therefore to—indeed there is considerable
advantage in—reserving the audit to the Minister of Health and the Secretary
of State for Scotland, so long as the Regional Boards are closely associated
with the follow-up of the auditors’ reports.

By an “ efficiency audit ” we understand a procedure which would estimate
the efficiency of the service which a unit is rendering. As we point out
elsewhere (para. 367), the best examination of accounts throws only an indirect
and partial light on the value of the service provided. It should undoubtedly
be one of the main functions of a Regional Hospital Board to inform itself

of the efficiency of the units in its Region, but for this important duty the

audit now under consideration can make little if any contribution.

HOSPITAL FINANCE—CAPITAL EXPENDITURE

Present method of allocation

309. The procedure in England and Wales for determining the capital
amounts to be made available annually to Regional Boards and Boards of
Governors (who alone are empowered to carry out capital works in the

hospital service) is summarized below : the procedure in Scotland is essentially
the same. |

310. The Government decides, having regard to other claims upon the
national resources, how much shall be made available to the Ministry for
investment in the services for which it is responsible. The Ministry in turn
allocates the greater part of this sum (in so far as it is intended to cover
hospital capital expenditure) to the Regional Boards and Boards of Governors,
retaining a reserve for contingencies and for selected large schemes which
would be too costly for individual Boards to include in their own capital
programmes. The allocation to Regional Boards is calculated mainly on a
population basis, but a special allocation representing-five per cent. of the
total national sum available for capital expenditure is distributed in favour
of seven Hospital Regions needing special help.
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In 1953-54, for example, the Ministry planned to spend £8 million on
hospital capital investmen%in England and Wales ; £5°7 million being alloc-:a}ted
to Regional Boards and £1-3 million to teaching hospitals. In addition,
£1 million was earmarked for a small programme of special large schemes,
and a small amount for contingencies. In the following year, the qe_ntral
reserve for large special schemes was increased to £1 13{111.11013’ and an additional
£1 million which became known as the mental million”, was reserved for
providing extensions for mental hospitals and mental deficiency umits.

_ Having been notified of the capital sum allocated to them, the
H(?slplital Bvoargds then submit their capital estimates to the Ministry, gwq:ug1
details of the capital works to be undertaken during the coming ﬁnz:inctii
year (including the works carried over from the preceding year) and eg
amounts likely to be spent on them. The capital estimates are exam1]1;
and approved by the Ministry, but individual schemes cosiing more t a&a
£10,000 require the Ministry’s specific authority before they can be started.
Before the year 1953-54, the Ministry’s prior approval was required fmb atllly
schemes costing more than £1,000, and in _ex-tendn}g the limit to £10,000 the
Ministry have reserved the right to examine the 1nd1v1d1ual projects costing
less than £10,000 if the project is one of special interest.(})

The Ministry, in their turn, require Treasury authority for any building
works costing more than £30,000.()

Acquisition of land 1o the Minst 4 Resiona]

. T ower to acquire land is reserved to the Minister, anc I gion
Bc?alr%ls rl;llrllil pBoards of %overnors must therefore seek the Ministry’s prior
approval to any acquisition of land (including buildings). The Mmi%try
require Treasury authority for any acquisition of land costing more t ;lltll
£2.000 (where the land is required for future develfpments) and for
acquisitions of buildings costing more than £10,000.(%)

POINTS RAISED IN EVIDENCE
Hospital capital investment

. Its size and adequacy

i have agreed that the annual capital allocations since
1:-1163 lzppAo]%nct)eucll. “]r)l;l;(es]:slgie been.gfluite jnadequate to meet the urgent needs
of the hospital service—in particular to provide:—
(i) additional and improved a_ccommodation for mental and mentally
. deficient patients, chronic sick, out-patients, etc., to rectify shortages
and to meet basic medical needs. ) - )
ii iti ray facilities, pathological laboratories, operaling
o %gg;tt;ggf clatc.),(to gnable existingpresources to be used to the maximum
advantage. : . -
(iii) new hospitals to serve the needs of shifting populations, €.g., In the
New Towns. .
(iv) new accommodation for some of the teaching hospitals. _
(v) modernisation of buildings and plant both to improve the quality
of the service provided and tc reduce running costs.

14. In Part I of our Report we have already quoted figures from the
Mgmoraﬁdum by B. Abel-SmIi)th-and R. M. Titmuss which show that hospital
capital expenditure in 1952-53 was running at about one-third of the level

i i ildi isiti f land—and
1y We have discussed the prior approvals of building works and acquisitions O
mgcge certain recommendations thereon—In paras. 213-218 of our Report.
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operating in 1938-39—and this in spite of the fact that the capital assets
in the service had been seriously (though unavoidably) run down during the
war years and immediately after.(!) We fully appreciate the reasons why
Governments in the last seven years have been unable to make larger
amounts of capital available to the service—e.g., the recurring economic
crises and the competing demands of other services and industries—but we
are satisfied that the present totally inadequate rate of capital expenditure
cannot be allowed to continue much longer without serious harm to the
hospital service. '

315. In considering what should be the size of a programme of capital
works for the hospital service it is important to bear in mind that capital
expenditure in general cannot be divorced from expenditure on running
costs. Regarded from this standpoint, there are three types of capital outlay
which can be distinguished : —

(@) Revenue-saving schemes. A number of Regional Boards in their
evidence to us have stressed the opportunities in their Regions for
capital works which, if carried out, would reduce running costs
in the future—e.g., new boilers, modernised heating arrangements,
laundries, bakeries, etc. One Board, for example, listed schemes
costing £207,000 which were estimated to “save® £29,000 per
year either in terms of cash or improved services. In another
Region, works to the value of £658,000 (on mechanical stoking,
fuel economisers, gas and steam sterilisers, and central linen rooms)
were estimated to save £213,000 per year on revenue expenditure.
Improved boiler plants and heating services would, of course, help
the national economy by saving fuel as well as money. Hitherto the
Boards have been unable to include any substantial amount of this
class of work in their capital programmes, since the regional capital
allocations have been so small and the number of development
schemes urgently needed to meet the needs of patients has been
so large; though we note that since 1953-54 the Department of
Health in Scotland has set aside a small proportion of its capital
allocation specifically for revenue-saving schemes. We would, how-
ever, point out that expectations of considerable reductions in current
expenditure, as a result of what are termed revenue-saving schemes,
may be only partially justified in the event. When, for example,
new heating or steam-raising plant is introduced it will often be
the case that advantage will be taken of the opportunity to improve
the standard of heating or increase the amount of steam raised.
The hospital will get better value for its money and the unit cost
of the service provided by the plant will probably be lower; but
the running costs per annum in total may be the same or even
higher than before. On the average, however, it would seem
reasonable to assume that there should be some reduction in running
costs from capital outlay for revenue-saving schemes.

(b) Capital may be expended for purposes of modernisation and exten-
sion; such as enlarged and improved out-patient departments ;
increased facilities for X-ray or pathological investigations; new
accommodation, equipment, etc. arising out of the appointment of
additional consultants, and so on. The great bulk of the capital
sums spent on hospital building works since the inception of the
service (amounting in all to approximately £58 million, for the
whole of Great Britain for the years 194849 to 1953-54), has taken
this form; and it has undoubtedly been of the utmost value in

(*) See paras. 64-69 of our Repott.
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raising the levels of quality and performance of many of the
hospitals throughout the country. But on the basis of the accumu-
lated experience of the last seven years, it has been estimated that
each million pounds of capital expended for development purposes
of this nature may entail on the average an increase of £400,000 in
annual running costs. There is also the further consideration that
additions to existing facilities carry with them the need for certain
kinds of manpower and woman-power, the supply of which is not
capable of indefinite extension.

Capital may be expended for the purpose of providing new hospitals,
© solljne of wyilich wgl increase the total number of beds and facilities
provided in the hospital service while others will entail the closure
of existing beds. It is likely that the provision of new hospitals
in either of these forms will lead to an increase in annual running
costs, but at a proportionately lower rate than that quoted in (b)
above. It has been estimated, for example, that the programme for
the provision of new hospitals which is now cgntemplated for the
years 1956-57 and 1957-58 may give rise to an Increase of £150,000
in annual running costs for each million pounds of capital invested.
Here, too, there is the further problem of finding the manpower gmd
woman-power required for staffing the new hospitals, and particu-

larly the new mental hospitals.

This brings us to the question whether it is in fact practicable to arrive at &
realistic concept of genuine “replacement” of capital assets 1n the hospital
service. The question of the nature and amount of capital replacement in the

hospital service seems to us to raise wide and important igsues of policy.
In particular, we would draw attention to the following considerations :—

(i) The effects of changes in the quality of the service. Improvements in
quality will as a rule increase the cost of replacement.

(ii) The probable effective life of hospital buildings. This in turn is
influenced by what has been happening to the quality of the service,
and by changes in medical standards.

(iii) Social, medical and other factors affecting requirements for hospital
facilities in the future. We have referred in Part I of our Report
(paras. 79-83) to the importance which social factors can have in
connection with the future needs of the National Health Service.
It is equally true that changes in medical technique can affect the
kind of replacement that is desirable. A more rapid turnover of
beds would diminish the number of beds that would otherwise be
needed. Again, it is quite conceivable that hospitals of a certain
type which are performing a useful service today will not b.e required
for this purpose twenty or thirty years from now. Hence it does not
follow automatically that all hospitals which could be held now to
be at the end of their effective life should be replaced.

(iv) The future of hospital building costs. The situation in this respect
would be greatly changed if it should prove possible to achieve for
the hospital service results comparable with those which have already
been attained in the building of schools. We are informed that,
as a result of the introduction of standard building costs, it has been
possible to reduce very substantially indeed the capital cost per
place in real terms in new primary schools since 1949. The problem
is clearly much more complex in the case of hospital building ;
but this matter is now under consideration by a Study Group set up
by the Ministry of Health, and it is to be hoped that a similar
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technique may be applicable at least in some branches of hospital
construction.

316. As we have already stated, we have heard a great deal of evidence
as to the capital needs of the hospital service ; and we had already reached
certain provisional conclusions when there came the announcement on 9th
February, 1955, by the Minister of Health and the Secretary of State for
Scotland of the Government’s plans for increasing the rate of hospital building
in England and Wales and Scotland in the next three years, subject to the
vyoting by Parliament of the necessary funds. It is intended that the building
programme shall be expanded in two ways, first by starting a number of
new major building projects including new hospitals, and secondly by making
a special allocation for “ plant replacement and redeployment”. In England
and Wales it is proposed, in 1956-57 and 1957-58, to start major new
building projects to a total value of £74 million and £10 million respectively,
and, for the plant replacement and redeployment programme, £2 million will
be made available in the first of the years and £4 million in the second.
Quite apart from these amounts, there will be £9 million available in 1956-57
and £10 million in 1957-58 for capital expenditure on other works. The
total annual capital expenditure involved in the two years is expected to be
in the region of £13 million and £18 million respectively.

In Scotland, hospital capital expenditure is to be increased from its present
level of £1,900,000 to £2,200,000 in 195657 and £2} million in 1957-58.
Of the additional funds thus made available, £50,000 in 1956-57 and £150,000
in 1957-58 will be used to supplement the present special programme of plant
renewal, on which £800,000 altogether will be spent in the three years from
1955-56 to 1957-58. The balance will be used to increase the number of
major building schemes, and it is planned to put in hand schemes to a
total value of £3 million during these three years.

317. In welcoming this announcement as an important move in the right
direction, we wish to make some comment on two aspects of general policy
relating to capital allocation. In the first place we agree with the present
arrangement whereby each of the Health Depariments retains a central
reserve for financing large capital schemes which cannot be carried out by
individual Boards on their own capital programmes. Indeed, as more capital
is made available to the service in the coming years, we would suggest that
a due proportion be set aside to increase the amount of the central fund
held for this purpose. In the case of large capital works such as new
hospitals, it is right that priorities should be settled at the national rather
than the regional level, so long as Regional Boards themselves cannot all be
allocated sufficient capital to enable them tfo finance the larger schemes
themselves. It is not possible to define in strict terms what is meant by a
“large scheme ™, since this will vary according to the amount of capital
allocated to the service in any one year, and the way in which the amount
is shared between the Boards themselves. A Board with an annual alloca-
tion of £750,000 for example, will be able to include larger schemes in its
regional programme than a Board with only £250,000. At the present, we
believe the “large schemes” are those costing £250,000 -(or rather less in
the case of the smaller Regions). The adjustment of these figures from time
to time is a matter which can be left to the Health Departments in the light
of the circumstances appertaining each year.

Secondly, we are in favour of the policy adopted by the Government of
earmarking special capital sums for “revenue-saving” schemes. In the
absence of such specific allocations, Regional Hospital Boards will always
be under strong pressure to confine their capital programmes to schemes of
direct therapeutic value to patients; and past experience shows that this is
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a pressure which in general they have not found themselves able to resist.
We believe that it is right that Boards should conform to a national policy
in this field of capital expenditure and that allocations should be made
annually for the specific purpose of financing revenue-saving schemes. Boards
should prepare programmes for schemes of this kind over a reasonable period
and Departments should insist on their being carried out according to
programme, leaving no discretion for the money to be spent for any other
purpose.

318. We come now to the question of what, in our view, should be the
size of the annual capital sum to be allocated to the National Health
Service. We note that the amount contemplated under the recent Govern-
ment proposals for the year 1957-58 is £18 million for England and Wales,
and £21 million for Scotland, making £204 million in all.

In making recommendations on this subject, we are fully aware of the
over-riding importance of the general economic situation of this country,
and of the fact that a capital programme for the National Health Service
must depend upon the economic policy adopted by the Government of the
day in the light of that situation. It has also of course to be viewed in
terms of the relation which the capital needs and current costs of the National
Health Service bear to other fields of capital and current expenditure for
which the Government is responsible.

319. Subject to these considerations, having regard to the advanced degree
of obsolescence of many hospitals in this country and to the very large arrears
of capital expenditure resulting from the virtual cessation of hospital building
since 1938, we are of opinion that £30 million annually would be a desirable
rate of capital expenditure for the National Health Service at which to aim
over the seven years succeeding the year 1957-58. We would point out that,
on the basis of the estimate given in Part I of our Report (paragraph 64), it
would appear that a capital sum of roughly £30 million with building costs
at their existing level should be broadly equivalent to the £10 million of the
capital expenditure in England and Wales for hospital purposes in the year
1938. We recommend further that out of this annual capital allocation of
£30 million, some 10 per cent. or about £20 million in all should be ear-
marked specifically for revenue-saving schemes during the course of the seven-
year period, 1958-59 to 1965-66.

We appreciate that it is an essential corollary to this recommendation that
there should be a corresponding increase in the current annual allocations
to meet the consequential increase in the annual running costs of the service.

Finance by loan

320. To facilitate a more rapid gxpansion of the hospital capital pro-
gramme, some witnesses have suggested (though others have disagreed) that
hospital capital works should be financed by loan, the lvan interest and
sinking fund charges being borne either by the Regional Hospital Boards or
by the Ministry. Finance by loan, we were told, would be particularly
appropriate for revenue-saving schemes, as the loan interest and sinking
funcliC charges could be met from the savings accruing from the new capital
works.

_ 321. We feel, however, that there are strong arguments against this sugges-
tion and we mention in particular the following:—

(i) The cost to the Exchequer of raising funds by borrowing would be
appreciably greater through time than if they were derived from
taxation.
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@ii) The Health Service is not a revenue producing service and virtually
the whole of its expenditure is financed out of public funds ; there is
no analogy, therefore, with the public utility undertakings.

(iii) So long as the level of annual capital expenditure is of such an
order that it can be met out of annual budgetary revenue and is
likely to be a recurrent requirement of the hospital service, there
would seem to be good reason for not departing from the normal
practice of central Government finance with regard to the raising
of funds for capital purposes.

322. Taken in conjunction, these arguments seem to us to be conclusive,
and we do not favour the raising of funds for capital purposes in the hospital
service by means of loans.

Mainfenance of capital assefs

323. As the capital assets in the service do not appear in any balance
sheet even at a nominal value, and as hospital authorities may be tempted
to reduce their expenditure on the maintenance of assets in order to make
more money available for the therapeutic needs of patients, it seems to us
that there is a real danger that the upkeep of hospital buildings and plant
may be neglected. We have no doubt that a great deal has been done since
the Appointed Day to make good the deficiencies caused by the war and
post-war years, and some of our witnesses have indeed maintained that the
total capital value of the assets in the service is now higher than in 1948.
Others, however, fear that there may have been some decline. Nevertheless,
we are left with the impression that at no level from the Ministry to the
hospital is there sufficient consciousness of responsibility for capital assets
at all comparable with that felt in a business concern, where they are carried in
the balance sheet and their maintenance and depreciation are recog-
nised as priorities necessary to maintain the capital assets of the undertaking.
As one of our witnesses said—"the absence of a proper system of capital
accounting is to be regretted, as interest and depreciation (or loan redemption)
should be important features in the assessment of the cost of projected
developments, but are not, in fact, recorded in either estimates or accounts.”

324. As hospital budgets have become tighter each year, there is of course
the added danger that Hospital Management Committees may decide to
save on their building maintenance subhead in order to meet overspendings
in other subheads—a practice which, however understandable, does not help
to maintain the capital assets of the service. It is an obviously false economy
to spend money on the expansion of the service without having regard to
the state of existing assets. In fairmess it should be noted that until 1953
hospital expenditure on building maintenance was itself restricted by the
Ministry as part of the national control of building materials and labour.
Even since the lifting of these restrictions, however, we have reason to believe
that building maintenance subheads have often been “raided” to make
hospital budgets balance over the financial year.

325. We understand that a Working Party in the Ministry of Health is now
considering this matter of building maintenance and in particular the ques-
tion whether standards can be laid down nationally to cover such matters
as the frequency of external painting, specifications for materials, etc. We
do not know yet what the Working Party’s conclusions are likely to be;
but it seems to us in any event that there is a strong case for making
Regional Hospital Boards responsible for allocating sums annually to Hospital
Management Committees for the specific purpose of maintaining assets and
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for that purpose only.() This would have the incidental advantage that
Hospital Management Committees would be encouraged to spread their main-
tenance work more evenly throughout the year, as they would no longer
be tempted to hold back work until the latter part of the financial year
(January to March, when weather conditions are often unfavourable) as a
cushion against possible overspendings on other subheads. Regional Boards
and Hospital Management Committees should therefore be asked to work
out schemes designed to ensure that proper standards of maintenance are
observed in their Regions. The technical advice required to enable Boards
and Committees to perform this duty might be provided either by the
Boards themselves employing expert staff, or by the Boards (or their Manage-
ment Committees) employing outside firms on a contractual basis. In any
event, the Regional Boards should be responsible ultimately for ensuring
that the maintenance work in the Regions is properly carried out. Boards
and Committees should decide locally the best means of meeting this need.

The proper maintenance of these capital assets is a matter of the greatest
importance in the long run. It appears to us right that the Regional Hospital
Boards which are the agents responsible to the Health Ministers for the
allocation of public money (including capital) to the Hospital Management
Committees should also be responsible for ensuring that the fabric of the
hospitals in their Regions is being suitably maintained.

Block grant and carry-over of unspent balances in the case of capital
expenditure

326. We have heard a great deal of evidence in support of the suggestion
that some more flexible arrangement should be devised for planning and
financing hospital capital works, e.g. a block grant for five years; per-
mission to carry-over any unspent balance; or a percentage “float™ (say
of 10-15 per cent.) for annual overspendings or underspendings during a
five-year period. The arguments generally put forward in support of the case
for more flexibility are:—

(i) a twelve-month period is too short for planning capital works and
involves Hospital Boards in four or five reviews of the capital
programme each year, any of which may lead to sudden stops and
starts in the building works. Boards cannot be expected to hit the
capital target accurately each year, but would be able to plan and
carry out their capital programmes more efficiently and more
smoothly over a five-year period.

(i1) If Boards find that they are likely to have a balance in hand towards
the end of a financial year, they tend to insert small capital works
of lesser priority into the capital programme, because these are
usually the only schemes which can be started in the short time
available. It is undesirable that the priorities in the capital pro-
gramme should be distorted in this way.

{iii) When capital allocations are so small, Regional Boards cannot
afford to “lose ™ any unspent balance at the end of the financial
year.

327. We agree that there is more substance in these arguments than in
those for the block grant and carry-over of unspent balances in the case
of current expenditure. Nevertheless, we do not feel that they are strong enough
to warrant a recommendation from this Committee which would involve a
revolutionary change in Government finance. We are strengthened in this

(*) We understand that the sum provided for building maintenance has in fact been
specifically earmarked for that purpose in 1955-56.
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view by the fact that Regional Boards are now finding considerably less diffi-
culty in spending up to the limit of their capital allocations than in the early
years of the service when the machine was not geared up sufficiently to cope
with the annual programmes, and when their execution was hampered by
building restrictions, licensing requirements, etc. In table 41 we produce
figures showing the approximate amounts allocated for capital works in
England and Wales for the years 194849 to 1953-54, the actual amounts
spent, and the resulting underspendings or overspendings in each year.

TABLE 41

Hospital Capital Expenditure—Annual overspendings and underspendings in the years 194849
to 1953-54*

England and Wales )
£m. at actual prices

Special
schemes Over-
Boards’ controlled by Total Actual spending 4
Year allocation | the Ministry, amount Expenditure Under-
and allocated spending —
Contingencies
1948-49 7 —_ 7 5-3 — 1-7
1949-50 8-8 —_ 9-8 8-3 — 15
1950-51 9-7 — 9.7 8-4 ~ 1-3
1951-52 8-7 09 9-6 9-1 - 0-5
1952-53 7-1 1 8-1 86 + 0-5
1953-54 7-2 1 8-2 82 Nil

+ All the figures quoted are approximate.

It will be observed that the heavy underspendings occurred in the years
1948-49 to 1950-51, and we are inclined to believe that the views of many
of our witnesses have been coloured by the experience of those early years.

328. There is a further argument against the block grant and carry-over of
unspent balances in the case of capital expenditure. If capital resources, in
terms of manpower and materials, are not used in the year for which they
are allocated, it does not necessarily follow that they will be available in
succeeding years. Boards should plan to ensure that as far as possible capital
is used in the year for which it is allocated. Moreover, it is the total amount
of finance that is forthcoming which limits the size of any investment pro-
gramme, and not whether the money is available on an annual basis or
over a term of years. Although shortage of finance in any given year will
affect the execution of capital works during that year there seems no valid
reason why it should interfere with the efficient planning of a capital
programime.

320. For these reasons, we conclude that no sufficient case ha_s been made
out for the block grant nor for the carry forward of unspent capital balances.

330. We have noted that, when making their announcement of the Govern-
ment’s plans for increasing the rate of hospital building for England and
Wales and Scotland (see para. 316 above) the Health Ministers gave an
indication of the capital allocations likely to be made available for the
hospital service not only for the current year 1955-56, but also for the two
succeeding years 1956-57 and 1957-58. We welcome the adoption of this
procedure which will enable Hospital Boards to be notified of the annual
amounts of capital likely to be allocated to them over a three-year period
and not, as previously, for one year only. We appreciate that any forward
notification must be provisional and might have to be modified if there were
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to be a sudden national emergency. But an indication of the amounts likely
to be forthcoming annually in a three-year period would, we feel, go some
way to meeting the difficulties experienced in the past by Regional Hospital
Boards, and in particular would facilitate the forward planning of hospital
building works. It must be recognised that this would not be a block grant
for three years in as much as the amount of capital that could be expended in
any one year would be limited to the amount allocated in respect of that year.

Given this advance notification for two years ahead as well as for the
current year, and given the substantial increase in capital allocations recom-
mended above, we doubt if the question of the block grant and the carry
forward of unspent capital balances will remain an issue of importance with
Regional Boards in the future, particularly as they are now so much more
skilled in the art of planning a capital programme over a twelve-month period.

Distinction between current and capital expendifure

331. A number of our witnesses have recommended that the present distinc-
tion between current and capital expenditure should be either abolished or
considerably relaxed to enable hospital authorities, e.g. to use any savings on
their current account to finance small capital works. It is suggested that this
proposal would enable them to carry out many of the small capital schemes
which mean so much to the individual hospitals, and which would increase
the efficiency of many hospital departments.

332. It seems right to us, however, that a clear distinction should be drawn
between current and capital expenditure in the hospital accounts, and that
there are obvious dangers—not the least of which would be the inflation
of annual estimates—if the Management Committees were encouraged tfo
effect savings on the one account to finance capital works on the other.

333. We are not in favour of altering the existing arrangements in this
matter so far as they relate to the service in England and Wales. We
have noted that in Scotland, however, in accordance with the definition
of capital laid down by the Department of Health, any purchase of furniture
or equipment, etc., costing more than £20 is treated as capital expenditure
whether the article purchased is a replacement or an addition. In England
and Wales, on the other hand, the cost of replacing furniture and equipment.
etc., is treated as current expenditure and only the cost of furnishing and
equipping new accommodation (e.g., a new ward or nurses’ home) is treated
as capital expenditure.

The practice followed in England and Wales seems to us to be the more
desirable of the two, and we therefore recommend the Department of Health
to gonsider the adoption of the definition of capital now employed in England
and Wales.

We appreciate that, at a later date, the definitions of capital adopted in
both countries may have to be reviewed in the light of the reports of the

"Departments’ Working Parties on Hospital Costing (see paragraphs 344-348

of our Report).

| HOSPITAL COSTING
General

334. We cannot better introduce the subject of hospital costing than by
quoting the following paragraphs from the Report on Costing Investigations
of the King Edward’s Hospital Fund for London.()

“'When the National Health Service Act came into operation, thinking
in hospital circles was still dominated by a pattern of hospital accounting

(*) Published in September, 1952. (See Appendix A, paras. 85-94.)
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which dates back to 1869, when the Uniform System of Hospital Accounts
was introduced into the Queen’s Hospital, Birmingham. This System
was revised and adopted by the King’s Fund in 1906 and, as amended,
it was the system in force in the great majority of the voluntary hospitals
in the country in 19438:

“ The system prescribed by the Ministry of Health in Statutory Instru-
ment No. 1414 is for all practical purposes similar to this system. Thus
hospitals have at present no sound basis upon which to meet to-day’s
perplexing financial problems, referring particularly to the use of the
accounting system as an imstrument of control over expenditure; to
form a guide for the preparation of reliable budgets; and as a means
by which much needed decentralisation of authority may be introduced
with adequate control at the centre. . . .

“ Important defects of this system are well illustrated in the following
example. If we take the X-ray Department, we find that (i) plates and
films are merged in ¢ Medical and Surgical Appliances and Equipment’ ;
(i) Laundry—if by conmtract—under ‘Laundry’; (i) Water under
“Water ’; (iv) Salaries of Radiographers under ‘Salaries and Wages—
Professional and Technical Officers’; Nursing staff in this department
under *Salaries and Wages—Nursing’; X-ray clerks under ¢ Adminis-
tration and Clerical ’ ; (v) Renewals and Repairs under ‘ Maintenance of
Buildings—plant and grounds’. Stated thus, the cost of the X-ray
department has no significance. By reason of the fact that its constituent
elements are merged with other elements merely because they have a
similar designation, it is incapable of being considered in relation to any
activity whereby its efficiency, and its effective use may be measured.
The same comments apply to nearly every department and service of
the hospital.

“ When regard is had only to the wide range of differences in the
nature and extent of the specialised services available, a fact much in
evidence during our investigation, it is obvious that the subjective
classification of expenditure is inadequate for reliable comparisons to
be made between hospitals. Again, many of the heads of expenditure
reflect the domestic facilities afforded by hospitals, but these facilities
depend upon the proportion of resident staff, which varies considerably,
and of which at present no account is taken.

“ Some hospitals possess elaborate and most up-to-date apparatus for
radiology and various forms of electrical treatment, while in others the
equipment may be very limited and the volume of work comparatively
negligible. Some hospitals have laboratories for bacteriology and
pathology, etc., especially equipped and employing large staffs ; in others
little or no work of this kind is performed. Again, massage and
remedial exercises are now recognised as valuable forms of treatment.

In some hospitals this work is practically non-existent, whereas in others’

there is special provision, both of staff and apparatus. The average
number of beds occupied in two hospitals may be the same, but one
may possess all recognised special departments and the other only some
of them, or perhaps none at all. One may possess two operating theatres ;
the other four; and so on. There are also marked differences in the
physical layout, internal arrangements, residential services, and the nature
and extent of the training and research work carried on. Finally, one
hospital may have capacity for a greater output than is dcmanded of
it or vice versa.

“Perhaps the most important defect of the present system is that
the whole of ‘Hospital Maintenance Expenditure’ on in-patients is
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reduced to the unit of cost ¢ per occupied bed’, a unit which is calculated
for each subjective heading of expenditure. Where so many different
kinds of services are concerned the great majority of which have mo
direct connection with ‘occupied bed’, and so many variations exist
between hospitals, an all-in unit of cost  per occupied bed” cannot be
accepted as a reliable unit of cost.”

335. In England and Wales the system of hospital costing adopted in
the National Health Service was introduced in its present form in 1950-51.
The Hospital Costing Returns for that year were published in June, 1952,
and similar returns have been published each year thereafter. The Returns
have revealed striking differences in hospital costs even in cases where the
hospitals concerned might seem at first sight to be reasonably comparable.
The figures in the Returns do not, of course, distinguish the running costs
of individual hospital departments, and notional adjustments are made in
order to exclude the cost of out-patient atiendances from the maintenance
costs of hospital beds. As many of our witnesses have pointed out, therefore,
the Returns do no more than point the way for further investigations into
varying levels of cost; they do not themselves indicate any answers. The
problem is made more difficult by the great diversity in the size and function
of hospitals, and by the wide variations in the age and layout of buildings.

The Ministry informed us that the main object of publishing the figures
in the Costing Returns is to encourage investigations by hospital authorities
into the reasons for these differences between hospitals that are prima facie
comparable. The Regional Hospital Boards have been asked to make reports
on their investigations to the Ministry.

336. In Scotland, there has been in operation a subjective system of costing
designed to take into account variations in the rate of occupancy of patient
beds. This system of costing brings out composite unit cost figures which
serve as a basis of comparison between hospitals of the same type. The data
are published annually by the Department of Health for Scotland, and a series
of special investigations has been conducted in the light of the pointers given
by comparison of the unit costs.

337. Despite their defects, the Hospital Costing Returns are, in the Minis-
try’s view, serving a useful purpose. They are helpful in pin-pointing appar-
ently excessive items of expenditure which the local bodies may be able to
investigate and put right if there is no good reason for them. They also help
to suggest ways of securing more efficient use of resources without necessarily
securing overall savings, e.g., the possibility of reducing the average cost per
patient by securing a fuller occupancy rate. Most of our witnesses also have
agreed that regular enquiries into varying levels of cost are a valuable exercise
in themselves, despite the known limitations of the available statistics ; and we
gather that it is now the practice of most Hospital Management Committees
to carry out such investigations in conjunction with their Regional Boards.
One Board reported that they had queried 615 items of Hospital Management
Committee expenditure in 1950-51 because the costs exceeded the regional
average. Ninety-six of these items related to seven Hospital Management Com-
mittees. As a result of the Board’s enquiries, 73 of these 96 items showed
an improvement in 1951-52 and 1952-53 as compared with the regional
average ; 2 showed no change; and 21 showed a deterioration.

It is relevant to note that cost investigations do not necessarily lead to
reduced expenditure. 'We heard of one instance where a Management Com-
mittee agreed to improve the feeding standard in one of their mental hospitals
because the costing figures had suggested that the standard was falling below
what was required to meet the needs of the patients.

123 .
31519 E4




~ 338. We should also add that some of our witnesses believe that more use
could be made of the existing Costing Returns without incurring the expense
of infroducing a more elaborate costing system. They claim that the existing
statistics and information, properly analysed, could be made to produce com-
parable results at less cost in money and manpower. They have added that
it would be an advantage to employ expert accountants or industrial con-
sulfants to interpret the costing figures and to evaluate standards of manage-
ment efficiency etc., for the guidance of Management Committees and hospital
officers. This would stimulate and encourage those people in the service
who are prepared to take a keen interest in hospital costing. One such investi-
gation in a Hospital Region produced recommendations showing savings of
£11,000 per year on an annual budget of £400,000. These witnesses have
doubted whether the cost of introducing an elaborate departmental and unit
costing system could-ever be worth the savings likely to be achieved thereby.
In reaching this conclusion they have been greatly influenced by the belief
that variations in the cost of medical services are often due to differing medical
techniques employed by the clinical heads of hospital departments, and that
no system of hospital costing, however elaborate, can be expected to have any
effect on those technigues.

339. The majority of our witnesses are convinced, nevertheless, that investi-
gations into hospital costs will never achieve the best results until more
precise costings are available to prove to heads of hospital departments how
and why their expenditures have varied from year to year and how they com-
pare with the costs of other comparable departments elsewhere. As the
existing Costing Returns contain so many defects, there is a tendency on the
part of some Management Committees to devote their energies more to
explaining away their higher costs than seeking out the root causes. More
accurate costings are required therefore to bring home responsibility for
abnormally high expenditure.

Departmental and Unit Costing

340. In 1952, the King Edward’s Hospital Fund for London(?) and the
Nuffield Provincial Hospitals Trust(?) submitted reports to the Minister (which
had been prepared at his request) on the result of their investigations into
hospital costing. Both reports were in agreement in recommending:—

(@) that the existing accounting system based on subjective analysis of
expenditure, as prescribed in Statutory Instrument No. 1414, be
discontinued ;

(b) that an accounting system based on the departments and services of
the hospital be substituted, modified where necessary for small
hospitals ;

(c) that the expenditure of departments be reduced, where appropriate,
to costs per unit of work performed ;

(d) that the budget and budgeted unit costs for each hospital follow the
accounting pattern referred to in (b) and (c) above;

(e) that normal accounting principles be introduced, including the pre-
paration of an income and expenditure account and a balance-sheet.

341. They were not in complete agreement, however, on the stages by
which the departmental system should be introduced, nor on the nature and

() King Edward’s Hospital Fund for London—Report on Costing Investigation for the
Ministry of Health. London, September, 1952. . . -

® Nuﬁig}j% Provincial Hospitals Trust—Report on an Experiment in Hospital Costing.
London, 1952. . :
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complexity of the units of cost to be employed. The King’s Fund recom-
mended, for example, that the expenses of general service departments
(laundry, boiler house, kitchen, etc.), should be distributed to the “ patient’s
accounts” (i.e., the wards, X-ray, out-patient departments, etc.), so that the

‘total cost of each might be ascertained as part of the normal routine account-

ing procedure. The Nuffield Trust, on the other hand, regarded the produc-
tion of departmental costs on a prime cost basis as the first essential. To
quote their own words : —

“ If the pattern of the costing system follows the pattern of the adminis-
tration of a hospital, a separation of expendifure on patient departments
from general service departments is automatically made, and each
responsible member of the staff is made aware of expenditure incurred
by him for his department and of variations in that expenditure which
can be controlled by him. Cost over which he has no control is excluded.
The spread of expenditure on any one department over all other depart-
ments served by it is of lesser importance, and in fact only necessary
for special purposes, and for the calculation of the total cost of an in-
patient and out-patient at the end of each financial year.”(})

342. In the same year, a Report by the Costing Sub-Committee appointed
by the Committee of Regional Hospital Board Treasurers,(?) set out their
proposals for hospital cost accounting which differed from the Reports of the
King Edward’s Fund and the Nuffield Trust in that they recommended the
retention of the existing subjective accounts system supplemented by measures
designed to show a departmental analysis, including the cost per in-patient
and cost per out-patient.

343. After considering these three Reports, and consulting representatives
of hospital authorities, the Ministry decided that it was not practicable at
present to contemplate the complete replacement of the existing subjective
accounts system by one based on the departments and services of a hospital.
Their reasons for reaching this conclusion included the following:—

@) If an attempt were made to introduce a departmental costing system
and to drop the subjective accounts at one and the same time, the
hospital administrative machine would almost certainly be over-
strained and financial chaos might result.

(ii) A great deal of the information provided under the subjective heads
of account would always be required by the Department, the Treasury
and Parliament, e.g.. to show the total amounts spent on salaries,
wages, drugs, provisions, efc.

(iii) As it was not intended at this stage to apply full departmental costing
to all hospitals, there was in fact no alternative but to retain the
existing subjective system of accounts in the hospital service, and to
superimpose on it a departmental costing system in those hospitals
where it was required. '

344. The Ministry agreed with the view, however, that in at any rate the
larger hospitals, a system of departmental and unit costing (which was supple-
mentary to a subjective analysis of expenditure in the accounts) would be
of value to hospital administrators and would facilitate efficient and
economical spending. As the views differed widely about the most practic-
able system to be adopted, the Ministry set up a Working Party(®) charged
with the duty of working out details of an agreed practical and departmental

(") Report of the Nuffield Trust. Appendix VII, para. 11.

(®) National Health Service—Hospital Cost Accounting. Second Report of the Costing
Sub-Committee appointed by the Committee of Regional Hospital Board Treasurers.

() Report of the Working Party on Hospital Costing. H.M.S.0., 1955.
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unit costing system, on the basis that a subjective accounts system would be
retained and with the fullest possible regard to the need for economy in i
money and manpower. The Working Party were asked to suggest also to
what types and sizes of hospital their proposed costing system or systems

should be applied. The Working Party which began their work in November,

1953, included representatives of the Ministry, the King Edward’s Fund, the

Nuffield Trust, and Regional Board Treasurers, together with other repre-

sentatives of the administrative and financial sides of the various types of
hospital authorities concerned. With some reservations(!) the Working Party

finally reached the following broad conclusions:—(?)

(@) The introduction of a full departmental costing system should be
evolutionary, ie., starting with the hospitals where the greatest
amount of money is being spent and gradually bringing into the field
other hospitals where a full system appears to be warranted by the
facts.

(b) The Working Party’s “ main scheme” of full departmental costing
should be applied initially only to hospitals of the acute and mainly
acute types with an annual expenditure of £150,000 or more ; and no
Management Committee or Board of Governors should be required
to work the scheme at the outset in more than one hospital in its
group. Some 200 hospitals in England and Wales would be affected
by the “ main scheme ”,

(©) The “main scheme > followed generally the recommendations of the
report of the King Edward’s Fund, i.e., that the cost of the general
services departments should be re-allocated to the medical depart-
ments. The Working Party report went a little further, however,
in recommending that the in-patient and out-patient costs should
also be compiled from the departmental costs. This detailed cost-
ing would of course be carried out by hospital authorities only once
per year. Interim costs statements would be produced at more
frequent intervals, for purposes of internal management, based on
the prime costs of the departments and services concerned.

(d) Hospitals other than those referred to in (b) above should, for the
time being, be required to undertake a simpler costing system based
on a subjective analysis of expenditure. With a view to keeping
these arrangements as simple as possible no attempt should be made
to redistribute the expenses of service departments to user depart-
ments. Where circumstances permit, however, hospital authorities
concerned with hospitals spending more than £50,000 per year and
with a large number of out-patients should consider developing
their simpler costing arrangements on the basis of the *main
scheme ” outlined above.

(e) The expenditure of particular departments and services should, where
expedient, be reduced to costs per unit of working performed.

() Two members of the Working Party entered a reservation to the Report to the effect
that “ before any uniform system of departmental costing is applied so widely as the Report
recommends, there should be an experiment on a more limited scale with a view to assessing
more closely the value of a unit system to the hospital service, the advantages and benefits
to be derived from it and whether it justifies the expense. We therefore favour a drastic
reduction in the number of participating hospitals to a total of about fifty.”” The two members
added * We feel that it has yet to be demonstrated that a uniform system of costing will
be of permanent value to hospital administration or that the high cost of introducing and
(runninzggl)t will be justified by improvement in efficiency and elimination of extravagance.”
para. 29,

(?) See para. 26 of the Report of the Working Party.
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(p For the present, depreciation charges should be set up only in
respect of certain plant and equipment used in diagnostic and X-ray
departments and in laundries. With regard to hospital buildings, the
Working Party considered it preferable to ignore notional deprecia-
tion charges and to leave the nature and age of hospital buildings
to be dealt with generally as one of the factors in comparing varying

Ievels of hospital costs.

(¢) Much morg research and experience would be necessary before a
departmental costing system could be used as an aid to the central

distribution of funds.

(k) Before departmental costing could be introduced, a system of pricing
stores would need to be developed in many hospitals.

() The Working Party concluded by emphasising * not only that the
production of costing statements does not of itself secure any useful
purpose but also that their use for inter-hospital comparison affords
no proof that one hospital is either more or less efficiently mana_ged
than another. Comparative costs, whether between different periods
in the same hospital or different hospitals in the same period, do,
however, give useful pointers to lines of enquiry which could
profitably be followed but to be of maximum use to Management
Committees it is essential that enquiries into apparent abnormalities
should be vigorously pursued as soon as possible after the end
of the period to which the figures relate.”

345. We understand that the Working Party came down in favour of
full departmental costing for the “ main scheme ” in preference to a system
based on prime costs only, because they considered that although prime
costs are useful for making comparisons within a hospital they are less
useful for comparing one hospital with another ; and also that it is extremely
difficult in practice to define prime costs with any degree of precision. On
balance, therefore, they felt that a full departmental costing system would
be more valuable in the larger hospitals.

346. The Working Party’s report made little reference to the use of
hospital costing in local budgetary control and management, mainly, we
understand, because the Working Party considered that their first duty was
to devise a workable system of departmental costing and to suggest to which
hospitals it should be applied. Once a departmental costing system has been
introduced into the service, however, it should naturally follow that hospital
administrators and heads of departments will have available information
which will enable them to compare the budgeted expenditure of hospital
departments with the actual expenditure incurred during the year. This
is a new concept which will have to be put across to hospital authorities
by a process of education.

Scotland

347. In May, 1953, a Working Party was also appointed by the Department
of Health for Scotland with terms of reference broadly similar to those of
its English counterpart. The conclusions of the Scottish Working Party,
however, which are summarised below, differed considerably from those of
the English Working Party:—

(i) The Scottish Working Party decided to present an interim report
only, in the first instance, because they felt that they would like
to have an opportunity of studying the results of a wider applica-
tion of departmental costing in the hospital service before making
final recommendations on a general costing scheme. While the
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Working Party was satisfied that departmental costing was a
practical proposition and that its potentjal value as an aid to efficient
hospital administration justified its development in the hospital
service, they were not entirely satisfied that full departmental costing
as an aid to financial control at departmental level, etc., had been
convincingly demonstrated by the two experiments already carried
out in Scotland. They found it significant, for example, that the
Glasgow Royal Infirmary had started with a scheme of full depart-
mental costing but had subsequently changed to one based on prime
costs only. One of the difficulties facing those running the
experiments had been the lack of any opportunity to make com-
parisons with departmental costs at other comparable hospitals.

(i) The Scottish Working Party therefore recommended in their jnteri
report the introduction of a costing system based on tlll)«:gngntggg
only which would be applied initially to 30 hospitals in Scotland.
When Regional Boards and Boards of Management had been able
{o study the progress of the scheme and the use made of it over
a reasonable period of time, the Working Party would review the

matier again and consider what further recommendations, if any
WEIe necessary. ’

(iii) g‘g%uz&;?riing Party preferred the system based on prime costs

(a) it was simpler ;
(b) it would require little in the way of additional staff ;

(o) it twff[_)uld be more acceptable to hospital managements and
staff ;

(d) full departmental costing involves apportionment of costs
which depends to some extent on guess-work. Hospitals

cannot be relied on therefore to follow the same m d
of apportionment in all cases ; ethods

(e) uniformity between hospitals in costing procedu
: . re
be more easily obtained by this means. 5P would

348. The recommendations of the English and Scottish Workine Parti
are now being considered by the Health Departments in consultationgwitillln;heg
hospital authorities. We understand that the aititude of the Departments
at the present is one of caution. They believe that a period of evolution
is needed to enable experience to be gained and hospital authorities to be
educated as to t1§e advantages and uses of hospital costing. The value of
departmental costing lies in the use made of the figures produced and hospital
administrators and staffs must be educated to take an interest in the annual
costs of hospital departments and their variations in time and space.

Our own view

349. We have reviewed the history of hospital costing in some detail because
we regard it as an important aspect of our terms of reference. The hospital
service absorbs b)c far the greatest share of the country’s expenditure on the
National Health Service; and it is important, in the interests both of the

service itself and of the public, that every means possible should be devi
. > evised
to ensure that the available resources are used to tllf:l)e best advantage. >

We are of opinion that a good case has been made out for the infrcducti
_that : fion
of departmental costing into the hospital service and that it should be started
experimentally in the first instance in a limited number of hospitals and
expanded subsequently in the light of experience. Whilst we would agree
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that the subjective accounts must be retained at least for the time being,
we would suggest that their retention be reviewed at a later date, after depart-
mental costing has been expanded in the hospital service, to see if their
continued retention is in fact essential. We are not concerned at this stage
whether full departmental costing (as recommended in the “main scheme”
of the English Working Party’s report) is to be preferred to a costing system
based on prime costs only (as recommended in the Scottish Working Party’s
interim report). Indeed, there are many advantages in our view in carrying
out experiments on two different schemes in England and Wales and Scotland,
so that experience may be gained over a wider field and future extensions
of hospital costing devised in the light of that experience. We would welcome
therefore, the adoption of the two Working Parties’ reports broadly in their
present form.

350. We are convinced, moreover, that the present system of relying entirely
on subjective costing is unsatisfactory because it fails to reveal to the heads
of hospital departments how the annual expenditure of their departments
varies in time and space ; and, more important still, how the actual expendi-
ture of their departments at the end of the financial year compares with the
budgeted expenditure at the beginning of the year. No doubt these budgetary
controls will be exercised more easily in the service departments of a hospital
(e.g., catering, laundry, boiler house, etc.) than in the clinical departments ;
but we believe that all hospital departments whatever their type would learn
a great deal about their costs and standards of efficiency if they carried out
this exercise regularly each year. The hospital service would then be more
truly “ accountable > than it is now for the money it is spending year by year
out of the National Health Service budget. Hospital managements too would
find it easier to ascertain the reasons for disparate levels of expenditure in
hospital departments which are, prima facie, comparable.

351. We would urge the importance therefore of establishing at the
hospital and departmental levels a system of effective budgetary control
which will enable hospital managements in suitable cases to set their stan-
dards of efficiency each year and to judge at the end of the year whether
those standards have been achieved. It is at the unit hospital level where
economies can be effected, and it is essential therefore that all hospitals
should have a system of accounts which will make their budgetary control
effective. As soon as practicable, hospital departments should forecast
annually how they propose to spend with maximum efficiency the money
allocated to them, and should be required to account for any wide dis-
crepancies at the end of the financial year. By this means we believe that
the heads of hospital departments will be given a sense of responsibility
to see that, as far as may be, their forecasts are achieved.

It should be the concern of the Health Departments vis-a-vis the Regional
Hospital Boards and Boards of Governors ; of the Regional Hospital Boards
vis-a-vis their Management Committees; and of the Hospital Management
Committees vis-a-vis their unit hospitals, to see that these budgetary controls
are properly exercised throughout the hospital service. The lack of such
controls in the past has, in our view, been a serious omission in the National
Health Service.

352. We appreciate that departmental costing will involve hospital doctors,
administrators, and other staff in some additional work, but the amount
should not be excessive and we trust that all concerned will co-operate to
the utmost in order to make a success of this vital aspect of hospital
management. (See also para. 367 below.) Costing schemes should be
regarded not as a means of imposing restrictions on the service but as a
means of ensuring that the best value is obtained for the money spent.
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353. We wish to endorse the point of view expressed in the following
paragraph (para. 105) of the King Edward’s Fund Report on Costing
Ianestlgatlon from which we have quoted earlier in this section of our

eport.

“Few hospital authorities would admit that their problems of
management to-day are less complex than those of a good size commer-
cial undertaking. It has been said that where the profit-earning motive
is absent, as in State services, accounting is of little use as an instrument
of control ; also that a business has to make things pay but a govern-
ment has to get things done. We submit that there is no difference in
substance between these two points of view. The idea of specific
performance underlies both. In business it is found desirable to install
effective accounting methods as an instrument of control over expendi-
ture, and we consider it equally desirable to set up a similar system
to control the expenditure of public funds. To hesitate to do so is
tantamount to saying that as public work cannot be interpreted in the
form of profit or loss, it does not matter how it is done, or what it costs.”

354. Additional expenditure will it is true be incurred in the introduction
of departmental costing—and there are widely varying views as to the amount
involved—but from the experience of the two experiments already carried
out in Scoiland, it would seem that the cost will not be unreasonably heavy
once the scheme itself has been introduced (ie., after a proper system of
stores accounting in quantity and value has been installed in hospitals where
it is not already in operation). It should be noted therefore that in certain
hospitals proper stores accounts (which are essential for the avoidance of
waste and loss) would be a by-product of departmental costing and should be
set off against the additional expenditure incurred in its introduction. It
is likely, too, that departmental costing will provide an impetus to the
introduction of mechanised accounting systems in Regions where they are
not yet in use ; and this would, we think, lead to some overall economy.

In short, we have little doubt in our own minds that departmental costing
will more than repay the cost of its introduction in promoting increased
efficiency and a fuller sense of responsibility for spending among all those
concerned with the running of hospitals.

Other Measurements of Efficiency

355. We appreciate that hospital costs alone do not necessarily reflect the
efficiency of hospital management and that they are better examined with
other statistical indices such as bed occupancy, length of stay of patients, bed
turn-over, turn-over interval, waiting time, staffing ratios, etc. It is one of
the problems of management—and a particularly difficult one in the case
of the hospital service—to find the right indices for measuring efficiency
and we have noted with interest the efforts which have been made so far
by the Health Departments to find the right answers.

356. It was of course only with the advent of the National Health Service
that it became possible to collect, and therefore to use, hospital statistics on
anything like a uniform basis, so that they might be used for comparisons
which might in turn lead to improved efficiency. As the Ministry of Health
pointed out to us, the Department were dealing here with a completely new
field. and their first task was to discover the figures which would be useful
to the Ministry, to Regional Boards, Boards of Governors and Management
Committees, for their different purposes. A Ministry Working Party spent
a good deal of time in considering what figures should be collected and,
subsequently, in reviewing all the hospital returns in the light of experience.
The results of this revision will all be embodied for the first time in the
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Hospital Statistical Returns for 1955 and it is hoped that these will remain
unchanged for some little time so as to enable comparative information to
be built up. In future, the annual volume of hospital statistics will be put
on a mew basis following the recommendations of the Ministry’s Working

Party.

357. As the field is new, it has been necessary to devise and try out various
ways of using the figures obtained. Average occupancy of beds, length of
stay of patients, bed turn-over, turn-over interval, waiting time, efc., are all
concepts that have their value in measuring the efficiency with which beds
are being used, though none of them is much use by itself. Another effort
to provide comparable figures has been the devising of unit systems of
measuring the work done in pathological, radiological and physiotherapy
departments.

358. In the Scottish Northern Hospital Region a survey of all in-patient
treatment (other than mental hospital treatment) has now been in hand for
several years. The essential data for each in-patient are entered on punched
cards, thus making detailed analyses possible.

Similar surveys are being conducted in a few general hospital groups in
other Scottish Regions. Surveys of this kind, which provide data of a
clinical nature, are of value not only in an assessment of the hospital
service in the areas concerned but in providing a check upon the interpreta-
tion of the routine statistics collected from hospitals generally.

359. A survey of hospital morbidity is also in progress conducted by the
General Register Office on behalf of the Ministry. This consists of collecting
information on a sample basis about patients admitted to hospitals showing
the age, sex, etc., reason for admission, the length of stay, the final result,
etc. So far this has been carried out in a few hospitals only but the project
is being widened rapidly. Its main use is in showing the reasons why patients

are admitted and assisting hospital planning from this point of view.

360. Other steps have also been taken to_study the use of statistical
techniques at the hospital level, e.g., the King Edward’s Fund study on Bed
Occupancy which has aroused a good deal of interest and was coz}lmended
and followed up by a Ministry memorandum(’) on the use of hospital beds.
Statistical material has also been circulated to the Senior Administrative
Medical Officers of Regional Boards and discussed with them in order to
interest them in the subject; and other material has been circulated to
Secretaries of teaching hospitals to enable comparisons to be made. The
Ministry have no doubt that interest in this subject is growing and that in
some places it has led to effective improvements in the use of beds.

361. As the Ministry pointed out to us in oral evidence the level at which
these figures can be useful must also be borne in mind. National figures, for
example, can provide averages and trends on a very broad basis. As part of
the process of educating hospital authorities, there has been some exposition
of national and other trends as shown in the statistical returns, e.g..—the
Report of the Chief Medical Officer in 1952, Chapter 13, and in the Ministry’s

Annual Report for 1953, pages 7-2.

362. For the future, the Ministry told us that: —

(@) There is still a good deal of room for improvement in the accuracy of
~ returns and in their prompt collection and also 1n the presentation of
the statistics collected.

(") H.M. (54) 85.
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(b) It seems clear that there are other statistical techniques which might
well be devised and used for comparative purposes, e.g., by relating
the hospital morbidity statistics with the hospital returns.

(¢) There is also some prospect of being able to arrive at a closer estimate
of need for hospital facilities of various kinds than the rather sub-
jective guesses which have been made in the past.

The Ministry hope that, with the appointment in the Department from July,
1955, of a statistician and the development of a statistical unit under him, it
may be possible to make some further progress in these fields.

363. As we have already mentioned in paragraph 325 of our Report, the
Ministry have also recently appointed a Working Party to consider whether
some objective standards of building maintenance might be worked out for
the hospital service—e.g., to produce a list of operations, such as painting,
the cost and frequency of need for which might be laid down.

364. In our view, the Health Departments have been proceeding on the right
lines in their continued search for statistical indices which will be helpful
to hospitals in improving their management efficiency ; and we trust that all
hospital authorities and the staffs concerned will continually study the avail-
able statistical material to see what steps might be taken in hospital depart-
ments to improve the efficiency and economy of the service. The statistics
themselves do not provide the answers ; they only point the way for further
enquiry and investigation.

For the future, however, we believe that it would be helpful if the Ministry
of Health and the Department of Health for Scotland were to set up a
“ Research and Statistics Department ” which could devote the whole of its
time to statistics and operational research generally. This piece of adminis-
trative machinery (which we describe in more detail in Part VII of our Report)
would, in our view, speed up considerably the seeking out of new indices and
would provide material which would be helpful to the Departments’ adminis-
trators in the formulation of new policies. It is a matter for regret that for
the first seven years of the service, the Ministry should have been without
the services of a qualified statistician.

365. We have also noted with interest the establishment by the Ministry of
Health in July, 1954, of an Organisation and Methods Service(!) on an experi-
mental basis, to give advice to hospital authorities (at their own request) on
various aspects of hospital administration which seem to offer scope for
improved efficiency—e.g., on the keeping of medical records, on out-patient
appointment arrangements, stores procedures, wage paying systems etc., efc.
It is too early yet to judge the value of this experiment or of similar services
provided by industrial consultants under contract with the hospital authorities
themselves ; but, at a later date, when sufficient experience has been accumu-
lated, the Ministry will consider whether there is a permanent need for such
a service and if so on what scale it should be provided. In the Ministry’s
memorandum H.M. (54) 64, it was suggested that the Department might pre-
pare memoranda from time to time “ containing any conclusions of general
interest that have been reached by the investigators as a result of the indi-
vidual studies, and to circulate these memoranda to all hospital authorities,
thereby spreading the benefit of the investigations over the widest possible
area.” We agree that this is a useful method of comparing standards of
efficiency within the service, and might well form one of the duties of a
central Research Depariment, acting in conjunction with the Ministry’s
administrators and the Organisation and Methods Service.

() See H.M. (54) 64.
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366. To sum up, we welcome all the efforts which have been made, and
are still being made, both centrally and locally, fo make hospital authoritres
and heads of hospital departments aware of their standards of efliciency,
not only in the spending of money, but in the management of the seryll;ie
generally. When the right information 1s made available to responSIthe
officers, and at the tight levels of management, the stage is set for the
examination of standards of performance In hospital departments both m%fg-
nally and in relation to other comparable departments elsewhere. ﬁ
information is worthless, however, unless hospital managements make fu
use of it: and we trust that the Health Departments, Hospital Boards ar];d
Management Committees will continue to encourage _all conqerned to take
a close interest in, and to study carefully, all the material relating to hospital
costs and measurements of efficiency generqlly. As we have already said,
this is the best way to ensure that the available resources are used to the
best advantage. It may entail the appointment of addlthnal administra-
tive, clerical and statistical staff, but it would be a short-sighted policy to
criticise such expansion of staffs as 18 required for this essential piece of

hospital administration. erced — .

_We have repeatedly in this Report referred to the €INCiency aml
ecgggmy of adminisptratiog We should regard it as unfortunate if Opp()%l-
tion to the compilation of departmental costs or similar data were to be
based on the mistaken idea that any conclusions could be drawn from these
figures as to the professional standards or competence of doctors 1in dlﬁ%geng
hospitals. It is, of course, self-evident that 1n the exercise of their medica
functions, doctors are in a position to influence the amount of public ;noriﬁy
expended in hospitals ; and it is important that they should recognise f;f
responsibility that rests with them in this respect. Even in matters of
medical practice, such as prescribing of drugs, doctors should be :«.t-:;ﬁ.f::tr?f 0
the cost: although it does not follow that this knowledge should aflect
their action when deciding what is best for their patient. The ope:ratlol;
of a system of departmental costs will require the willing oo-operatl.on od
those concerned with hospital administration, not least the doctors: an
it is much to be hoped that this will be obtained.

. NON-EXCHEQUER FUNDS IN THE HOSPITAL SERVICE

The position in England and Wales ) o
368. In addition to the funds provided by the Exchequer, hospital authori-
ties have varying amounts of income of their own from endowmegts, gifts,
etc., which are now generally referred to as « non-Exchequer Funds ”. These
funds. which may be spent for any purpose relating to the ho§p1t.al service
(inclu’ding research), may be divided broadly into two categories i—

() those which were in existence on the Appointed Day ;

(ii) those which have been received by Hospital Boards and Manage-
ment Committees since the Appointed Day.

wments in category (i) which belonged to non-teaching hospitals
on}}]{llett:p;%?r?ted Day were collected into a central fund (the Ho;pltal tEndqgi
ment Fund) and freed from all existing trusts.(') One half Qf the ne czgn
of the fund was then shared notionally between Hospital Management on:E
mittees according to the mumber of beds controlled by the Committee, an

i ere siven to hospitals or trustees between the passing
S N he & d Day (see the proviso to Section 7 @

ferred to the
i lth Service Act, 1946). Such endowments were not transfe
g-{otsg?talf %:J%I:)%ml-leﬁ; Fund but were vested in the Hospital Management Committee.
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the annual income from each share is paid over by the Ministry to the
Management Committee concerned. The other half was shared between
Regional Boards on the same basis and, by administrative arrangement,
most Boards have distributed four-fifths of their receipts from the fund
among the Management Committees in their areas, so as to even up the
amount of endowment money available to each Committee.(t) The dis-
tribution of the funds between hospitals remains extremely uneven never-
theless, and those hospitals with the smallest funds are often most in need of
the amenities awhich these funds could provide.

369. The Minister has power to hand over to hospitals a share of the
capital itself in the Hospital Endowment Fund, but this power has never been
used. After certain existing liabilities had been discharged, the value of the
securities in the Hospital Endowment Fund at the Appointed Day was
approximately £20 million. The market value of the securities in the Fund
at the 31st March, 1954, was about £17,878,500.

370. The endowments which belonged to teaching hospitals on the
Appointed Day were not collected into the central fund but were by statute
vested in the Boards of Governors and freed from existing trusts.

371. Under the National Health Service Act, 1946, hospital authorities
still have power to accept gifts and legacies for hospital purposes, and con-
siderable sums are in fact contributed each year. The uses to which these
funds are put depend of course on the terms of the trust ; and if for example
a particular hospital is specified in the trust, the funds may be devoted to
that hospital. only.

372. Although these non-Exchequer Funds are commonly used to provide
amenities for the patients and staff (and are therefore often known as
“ Amenity Funds”) there is nothing to prevent their being used to meet the
ordinary running costs of hospitals, so long as the terms of the trust are
not broken in the case of gifts and legacies received after the Appointed
Day. Many hospitals do in fact spend endowment moneys on purposes for
which Exchequer money could properly be used, e.g., for the cost of fur-
nishing a nurses’ home but for which Exchequer money is not available at
the time. The Ministry have been careful mot to discourage this practice.

373. These non-Exchequer moneys do not form part of the Exchequer
account, but they are subject to audit by the Minister, and the statutory
bodies are required to furnish annual statements relating to them. An account

of the transactions of the Hospital Endowment Fund is presented to Parlia-
rment each year.

The position in Scotland

374. Under the Scottish Act of 1947 hospital endowments (including those
of the teaching hospitals) were transferred initially to the Boards of Manage-
ment pending the making of schemes by a Hospital Endowments Commission
constituted under the Act. The Commission completed its task of making
schemes in 1955. Under these schemes a proportion of the endowments (the
total annual income of which is about £470,000) has been transferred from
the Boards of Management initially holding them to other Boards of
Management ; small endowment funds have been established for each of the
Regional Hospital Boards ; and endowments producing an income of about
£100,000 per annum have been transferred to the Scottish Hospital Endow-
ments Research Trust, a body constituted under the Hospital Endowments

() The total amount of income from the Hospital Endowment Fund distributed to Regional
Hospital Boards and Hospital Management Committees in respect of 1953-54 was £666g,1000.
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Scotland) Act, 1953, to assist the conduct of research. The accounts of the
gndowme%t funds held by the Boards of Management and the Regional
Hospital Boards are audited by auditors appointed by the Boards

themselves.

Appeals for Funds

*375. Successive Ministers have adhered to the policy that hospitals should
not make public appeals, either directly or indirectly, for voluntary contribu-
tions towards the cost of the hospital service; though the hospitals do of
course remain free to accept gifts, etc., and have been encouraged to seek
the help of voluntary workers in the service where appropriate.

In the early years of the National Health Service, this ruling was applied
very strictly and members of hospital authorities were debarred even from
taking part in the activities of such voluntary bodies as Leagues of Friends.
These bodies in their turn were not allowed to operate from hospital premises.

376. In recent years, the rules have been cqnsiderably'r?l_axed. Members
of hospital authorities may now take part In the activities of voluntary
bodies, and permission has been given for occasional meetings of voluntary
bodies on hospital premises, and for collecting boxes to be set up in hospitals
for specified purposes. It still remains the rule however that a member of
a hospital authority cannot be associated in his official capacity with an
appeal for funds by a voluntary body and that no public appeals can be
made by the hospital authorities themselves.

POINTS RAISED IN EVIDENCE

Voluntary effort in the Hospital Service

7. Before dealing with the points made in evidence on this subject, we
shggld like to pay agwarm tribute to the work which has continued to bg
carried out by voluntary bodies in the hospital service since the Appo;nte1
Day. There were many who thought that the introduction of a Natl.onz}
Health Service would mark the end of voluntary effort in the na‘uoxll_1 )
hospitals ; but the experience of the last seven years has proved thatbt e
link of voluntary service between the public and their hospitals has been
renewed and in some cases strengthened, particularly in the last few years.

Tt is often forgotten that the members of Regional Boards, Boards
of 3C7i(€:gwex!:nors, Hospitalg Management Committees and Boards of Managefment
are themselves giving their services voluntarily to the management o 01iu'
hospitals, and the country is indeed fortunate in having so many .peo]p}e
who are willing to devote a substantial proportion of their time in t 13
way to the hospital service. Quite a number of these members have agpegre
before us to give oral evidence, and we have been impressed by their deep
interest in the future development and efficiency of the hospital service.

379. In addition, a great deal of invaluable .work i§ being c_arned out
voluntarily by Leagues of Friends (usual}y associated with a particular Jhc})]s-
pital or group of hospitals), the Women’s Voluntary Services, the St. Jo 11:_
Ambulance Brigade, the British Red Cross Society, and others. Their WOl'd
includes the visiting of patients in wards ; arranging outings, concerts an
parties ; acting as receptionists in out-patient departments ; running hb_rar‘zlri
“trolley ” and canteen services ; making up dressings ; providing occupation
therapy for long-stay patients; providing additional amenities and comforts
for hospital patients and staff ; and following up discharged patients to
help with their after-care. By these means—and many others too numerguﬁ
to mention—the voluntary organisations are helping to maintain the vita
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make a start on their new building programmes. We have noted that some
Boards of Governors already are applying their non-Exchequer moneys to

the provision of new hospital buildings.

HOSPITAL BOARDING CHARGE

384. Most of our witnesses have been reluctant to discuss the question
of a boarding charge for hospital in-patients, on the grounds that this is
primarily a political issue outside their concern. Those who have expressed
an opinion, however, have been generally opposed to its introduction.

The case for the charge

385. The case for the charge is based on the contention that there is likely
to be some saving in the home expenses of the patient while in hospital
(particularly in feeding costs), and therefore that patients might reasonably
be expected to pay a weekly boarding charge, say of 21s. per week, during

their stay in hospital.
There is the further argument that, for reasons of financial benefit, patients

may actually be encouraged to go into (or stay longer in) hospital in
preference to being nursed at home, particularly in the case of the aged sick

and maternity patients.

386. It is only fair to add however that we have heard no evidence to
suggest that there are in practice any large number of patients who receive
hospital treatment which is not justified either on medical or social grounds
though some maternity cases may fall into this category. It is after all
the doctor in charge of the case who decides when a patient shall be admitted
or discharged, and, with the continuing pressure on hospital beds, the patient
is unlikely to remain in hospital any longer than is necessary either for his
treatment or for making alternative arrangements for his accommodation.

387. Historically there are perhaps two further arguments which might

be called in aid of a hospital charge: — .
(i) It was the custom of both voluntary and municipal hospitals in
England and Wales long before the National Health Service to make

a charge to hospital in-patients for board as well as for treatment.

(ii) In the Beveridge Report (para. 434) there was some discussion of
this matter ending with the statement: “But if it appears equitable

to make such a charge it may be expedient to make it, if only in
order to avoid making it appear profitable to the patient to stay

in the hospital when he could go home.”

The case against the charge

388. Most of our evidence on this subject has drawn attention to the
difficulties that would be met in devising a workable scheme for hospital
charges, the strong opposition which would be aroused against its introduc-
tion, and the valid objections which can be put forward against the hospital
boarding charge itself. In particular we have been told that :—

‘(i) The financial advantage to the patient of being in hospital has been
exaggerated. Hospital patients and their families have to meet a
number of incidental expenses (including the cost of visiting) which
may offset any savings. In any event, if the patient is an insured
person, he makes some payment indirectly after eight weeks in
hospital through the reduction of his insurance benefit, and may
suffer a further reduction after twelve months.

137




(i) The time when a patient is in hospital is the time when he most
needs help and sympathy, and his recovery might be retarded by
financial worry due to the existence of a hospital charge. More-
over, it is desirable that there should be no financial barrier of any
kind between the patient and any hospital treatment he may need.

(iii) If a boarding charge were to be levied, many patients would be
unable to pay it—in particular the long-stay patients. Either the
National Assistance Board would have to pay their charges, or
the patients would have to be exempted. In either event, the net
yield of the charge to the Exchequer would be much reduced.

(iv) There are a number of complications which would arise in deciding
which other classes should be exempted from the charge. Apart
from the long-stay patients, those with claims of greater or less
strength include the following:—

Servicemen treated in civilian hospitals.
War pensioners being treated for their disability.
Sufferers from tuberculosis and infectious diseases.

Children (for whom local education authorities have at present
a duty to secure free medical treatment).

Persons who are in hospital for only a day or so, from whom
it might be difficult to collect charges.

Clearly the greater the number of exemptions allowed, the smaller
would be the yield from a boarding charge.

(v) The cost of collecting the charges would not be inconsiderable, as
hospitals have at present no real machinery for making a collection.
If every hospital authority required, say, two extra staff for this
purpose, the total cost of collection in England and Wales alone
might approach £1 million per year.

Amount yielded by the charge

389. Assuming a weekly charge of 21s. for all patients including children,
and assuming that there would be no exemptions or bad debts, the annual
yield for England and Wales would be about £23-£24 million. Against this
sum, however, must be set off a large but unknown amount to be paid by
the National Assistance Board ; and additional payments would need to be
made out of the National Insurance Fund through discontinuance of the
present reduction in insurance benefits made where the recipients have been
in a National Health Service hospital for more than eight weeks.

If all long-stay cases (i.e., over eight weeks) were exempted, the yield
would be reduced by more than half ; and if in addition all the exemptions
listed in para. 388 (iv) were authorised, the yield would probably fall to
one-third or one-quarter, i.e., about £6-£7 million.

In Scotland, where half the total of hospital beds are occupied by long-
stay patients, the product of a guinea charge per week would be unlikely to
yield more than £1} million per year.

Our own view

390. Having regard to the relatively low yield likely to be obtained from
a hospital boarding charge (after all the probable exemptions have been
taken into account), and to the practical difficulties, the cost of collecting
the charge, and the strenuous opposition which would be aroused on humani-
tarian grounds against its introduction, we feel that the case in favour of
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imposing the hospital boarding charge has not been made out and we do
not recommend its introduction.

In the case of the maternity services, there may be some substance in the
suggestion that the demand for hospital beds has been increased 1o some
extent by the financial advantage of receiving free board and treatment in
hospital ; but we must point out that this advantage has been lessened in
recent years by the “home confinement grant” which has been payable
under the National Insurance scheme since October, 1953, to mothers who
are confined at home. The amount of the grant was £3 until May, 1955,
when it was increased to £4.

HOSPITAL STAFF
Recruitment and Training of Administrative Staft

Present arrangements

391. We understand that each separate employing authority in the hospital
service has been delegated power to appoint its own administrative and
clerical staff. Little is known about the practice followed in appointing
senior staff and the method of selection used, but it is known that authorities
have had difficulties in recruiting staff of the calibre required. A small
number of authorities have adopted training schemes in an attempt to
select and train candidates who are thought likely to prove suitable in the
future for senjor positions in the service. Some authorities have co-operated
in joint schemes to provide a variety of experience in different hospitals for

selected trainees and assistance is given towards the cost of acquiring

qualifications. Many of these schemes are temporary arrangements pending
the introduction of a national scheme.

The King Edward’s Hospital Fund for London have for some years pro-
vided an Administrative Staff College designed not only to provide refresher
courses for senior hospital officers and courses for more junior staff, but
also to act as a centre for research and study into problems of hospital
administration. The courses provided are residential.

Criticism of the present arrangements

392. A great many of our witnesses who represented the hospital authorities
have expressed concern at the unsatisfactory nature of the present arrange-
ments for the recruitment and training of administrative staff in the hospital
service. Because of the lack of central planning, we were told that it was
impossible to determine not only the numbers of administrative staff needed
for the service in the future, but also how the recruits to the service could
best be trained to give them the necessary experience for taking on the higher
designated posts in the service. A national recruitment and training plan
was needed to enable the hospital service to compete with the Civil Service,
the nationalised industries, commerce and private industry generally, for a
fair share of the best material available at all levels of entry to the service.
Local and regional training schemes were not, and could not be, 2 satisfactory
substitute for a nationally organised scheme.

393. We have heard a number of proposals for the introduction of a’

national scheme which would, for example,

(@) provide a number of designated training posts (linked with the
King Edward’s Hospital Fund Administrative Staff College, to
ensure that a period of concentrated study and instruction in the
College was included in the “training circuit ™) ;
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(b) provide for the_selcqtion of trainees both from within the service
and from outside (including University graduates) by a Central
Committee or Commission ;

(c) relate the number of training posts to the number of designated
posts likely to fall vacant each year.

394. The working out of any such scheme is, however, a matter in which
the Whitley Council has an interest, and we understand that the details are
mow under consideration. In these circumstances, it would be inappropriate
for us to discuss the matter in our Report. None the less, we regret that
there should still be no provision nationally for recruitment and training in
respect of the administrative side of the hospital service, and we recommend
that such provision be made at the earliest possible date. In our view, it.
should include :(—

(@) Methods of entry info the service.
(b) Avenues of promotion.
{c) Training.

(d) A structure and salary grading of posts such as will provide sufficient
people of the right calibre at all levels of hospital administration.

(e) Proper arrangements for publicising and advertising posts.

With regard to recruitment, it is desirable that some provision should be
made for late entrants, so that place could be found amongst others for a
limited proportion of University graduates in the service. But the intake
of such persons should not be overweighted, in order not to prejudice the
prospects of promotion in the service of those who had entered it at an
earlier age. It is indubitable that the hospital service will not be able to
compete for administrative staff on equal terms with other occupations
unless it is known that the service itself provides reasonable chances of pro-
motion, on grounds of merit, to the more responsible and better paid posts.

395. A proper career structure is a matter of the utmost importance for
the well-being and efficiency of the service, but evidence that we have
received makes it clear that the present position is by no means satisfactory.
Thus we have been told that the channel of promotion from hospital secretary
to the higher designated posts is highly uncertain; and that it is possible,
for example, for a person with no practical experience of administration at
hospital level to become a group secretary or a Regional Board secretary.
Such appointments must act as a disincentive and we consider that when
the service has developed a proper career structure with adequaie provision
for training and promotion, it should not, save in very exceptional circum-
stances, be necessary to fill such posts from persons drawn from outside
the service.

396. As we have indicated earlier in our Report, we believe that the
hospital secretary holds one of the key positions in the service; for it is
the unit hospital which spends the money and it is there that economies
must be sought out and applied. It is axiomatic that the quality of adminis-
tration in the hospital service must depend first and foremost on the quality
of the hospital administrators themselves. But there are grounds for believ-
ing that the position and status of the hospital secretary have been impaired
in some measure in the process of building up the “ group idea ”, and this
we regard as a regrettable consequence of what is otherwise a sound concept.
We recommend that steps should be taken to ensure that the prospects,
responsibilities, salary, and other conditions of service of hospital secretaries
are such as to attract persons of the right quality to these highly important
posts.
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397. We conclude that a suitable training scheme covering administrative
staff throughout the hospital service is very badly needed, and should not
be further delayed. Furthermore, we would draw attention fo the desirability
of making effective provision for the advertising and publicising of vacant
posts, so that applications can be received from candidates employed in the

different Hospital Regions.
If effect is given to these recommendations, we feel confident that the
standard of administration in the service will be strengthened and ifs efficiency

improved.

Whole-time and part-time consultant appointments

398. A good deal of criticism has been voiced—both in the evidence to this
Committee and elsewhere—about the disparity between the financial induce-
ments offered under the present terms and conditions of service for part-time
consultant appointments in the hospital service, as compared with the basic
whole-time rates. In particular, we have been told that the scales are weighted
in favour of the part-time consultant by

(@) the inclusion of travelling time (up to a max_imum.of 1 hour each
way to and from his main hospital) in the paid sessions of the part-
timer ;

(b) the payment of his travelling expenses to and from home (up to a
maximum of ten miles each way) ; N

(¢) the payment for domiciliary visits, at the rate of 4 guineas per visit,
up to a maximum of 800 guineas per year. No exfra payment 1S
made to the whole-time consultant for any domiciliary visits he
may make ;(*) and we understand that .general practitioners rarely
call upon whole-time consultants for this class of work ;

(d) the adjustments made in favour of the part-time consultant, when
computing the number of notional half-days on which his salary is
reckoned. We understand that the Regional Board first assesses 1n
terms of hours per week what is the average amount of time required
by an average practitioner to perform the duties attaching to the
part-time post. The total number of hours per week is then con-
verted into notional “ half days > per week by dividing them by 31.
If the resulting figure is fractional the consultant is allowed the next
highest whole number of half days as follows:—

Number of notional

““ half days > on which

Number of hours
salary is reckoned

worked per week

Up to 3% 1
Over 31 and up to and including 7 2
3 7 (3 » 10% 3
tE] 1012' L} 3 14 4
52 14 LR ] 33 17‘%’ 5
22 17‘%— 1 b3 21 6
22 21 2 22 24% 7
32 24% 2 2 28 8
Over 28 ... 9

(¢) The weighting made in favour of the part-time consultant appoint-
ment, as compared with the whole-time basic rate, in calculating
the salary to be paid for the number of notional half days worked.

() We understand, however, that arrangements have recently been made whereby whole-time
consultants may, subject to certain conditions, be paid for domiciliary consultations (see
H.M. (55) 107).
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It will be noted that the “ weighting” in favour of the part-tim
appointment varies from % to $ (expressed in elevenths of th[?: wll:ole‘E
time basic rate) according to the number of notional half days
worked. We understand that the weighting is intended to cover
time spent on emergency calls and committee work.

399. In addition to these benefits, the part-time consultant is of course
able to continue with his private practice outside the National Health Service
and also, we understand, enjoys certain advantages in the assessment of his
income tax liabilities. Admittedly, these privileges are not connected directly
with the consultant’s terms and conditions of service, but we mention them
?;gﬁg(sii ﬂzlzgénlsllﬁt c:tlearly(ri form part of the financial inducement which leads
i ants to decide whether to accept the whole-time or part-time

400. We have heard differing views about the conseque
rewards, and about their. practical effect. Some lcllavé:l cgzr?ef tsl‘éesfea?nggu?é
recommend that the part-time appointments should be abolished altogether,(?)
and whole-time appointments substituted throughout the whole hospital ser-
vice. These witnesses have suggested that the part-time consultant must
ane\_utably have a divided loyalty between his private practice and his hospital

uties. The whole-time consultant, on the other hand, has no temptation to
disregard his hospital duties, and his services cost the Exchequer less per
contractual session than those of the part-time consultant. Moreover if%ll
part-time consultants were to be replaced by whole-time staff, fewer députies
would be required in the service and the demand for jun’ior staff would
decrease accordingly. __Finally a universal whole-time consultant service
would prevent any differences of opinjon—which have arisen in the past
between the profession and the Regional Hospital Boards—whether a par-
ticular appointment should be whole-time or part-time. P

401. The majority of our witnesse

] s, however, have favoured the retention
o‘[ﬁhe part-time consultant service and the following are some of the reasons
which have been put forward in support of their case : —

(1) So long as private practice and hospi i isi
i pital pay beds continue, provision
g}lgitcge made for part-time consultant appointments in thephospital

(") This would require an amendment to Section 12 i

) of the Nat i
(Aanesndlpent) Act, 1949, which added the following proviso to Sect?o;:?%%l olgiﬁg}llﬁ%rgﬁ
and Section 65 of the 1947 Act—** Provided that regulations made under this Section shall

not contain any requirement that all specialis i
specialist services shall be employed wllljole-timtg.’?mployed for the purpose of hospital and
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(i) The services of many eminent consultants could only be obtained
through a part-time contract.

(iii) One of the most beneficial results of the National Health Service
has been the spread of the consultant services to the remoter areas
of the country. This improvement has been due, in some degree,
to the provision of consultant services on a part-time as well as a
whole-time basis.

(iv) Emergency medical and surgical cover in hospitals can often be
provided more cheaply and effectively by two part-time consultants
than by one whole-time consultant.

(v) Private practice (including not only the treatment of private patients,
but also private work on behalf of the Courts, Insurance Companies,
etc)) gives the consultant a wider outlook in his work and prevents
his becoming too remote from the world outside the hospital.

(vi) The majority of part-time consultants work longer hours than they
have contracted to do. This is particularly true of the part-time
consultant who has contracted to do the maximum number of
sessions allowed under a part-time contract (i.e. 9 notional half
days). We gather that it is the custom of many Boards now to
allow the consultant himself to decide, in appropriate cases, whether
to accept a whole-time or part-time contract, although the duties
will in either event be those of a whole-time appointment. One
Board told us that they estimated that their part-time consultants
generally were putting in 10 per cent. more hours than they had
undertaken to do in their contract. (Other witnesses, however, have
added that some whole-time consultants also do more than their
contractual sessions; and that the amount of work done by a
consultant, whether whole-time or part-time, depends more on the
personalities involved than on the type of the contract made.)

Distribution of part-time and whole-time consultants
402. Table 42 shows the sessional distribution of part-time consultants
in England and Wales at 30th June, 1955 and in Scotland at 31st December,

1954 :—

TABLE 42
Sessional Distribution of Part-time Consultants in England and Wales
and Scotland
Percentage of part-time consuitants who do the
No. of Sessions No. of sessions in the first column
(half-days)
worked
England and Wales Scotland
9 58-12 27-2
8 11-58 34-5
7 7-74 23-4
6 5-89 76
5 4-49 2-0
4 3-74 2-5
3 3-44 1-5
2 3-13 0-8
1 1-87 0-5
Average No. of sessions worked England and Wales Scotland
by part-time consuitants ... 7-25 76
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It will be observed that the average number of weekly sessions worked
by pari-time consultants is high, and that in England and Wales the
“ maximum part-timers  constitute the great majority of part-time consultant
appointments (58:12 per cent.). It is interesting to mote that there is also
a stronger tradition of whole-time consultant service in Scotland than in
England and Wales. At 31st December, 1954, 45 per cent. of the consultants
practising in the National Health Service in Scotland held whole-time

contracts, whereas the comparable figure for England and Wales at 30th
June, 1955, was 32:09 per cent.

Our own view

403. After carefully considering the many suggestions and views which
have been received on this subject, we have concluded that, in the interests
of the hospital service, there is a valid case under existing conditions for
the retention of part-time consultant appointments in addition to whole-time
appointments. We consider it very desirable, however, that Regional Boards
should be free to appoint whole-time consultants in cases where it is deemed
to be necessary in the interests of the service. We trust that joint consultation
between Regional Boards and the medical consultative committees (to which
we have referred in para. 227 of our Report) will lead to agreement between
the Boards and the medical profession, and will prevent the emergence of
differences of opinion over the conditions of appointment such as have been
known to occur in the past.

404. We are also of opinion that it is undesirable that the financial arrange-
ments relating to the consultant service should be such as to provide a

financial inducement to a consultant to apply for a part-time rather than a
whole-time appointment.

HOSPITAL MEDICAL STAFF
New specialist grade

405. We understand that the medical profession and the Health Depart-
ments are now discussing proposals for re-organising the structure of hospital
medical staffing. We ourselves have no wish to offer any general comments

on this complex question, but there is one aspect of hospital medical staffing
which will, we hope, receive careful consideration.

A great many of our witnesses have expressed the view that the hospital
service needs a new specialist grade (e.g. assistant surgeon, assistant physician,
etc.) which would offer a permanent position in the career structure of the
service, and which would be below the grade of the consultant. The
arguments we have heard in favour of this proposal include the following : —

() The medical manpower situation in the hospital service requires
that a grade of this type should be introduced to provide the skilled
personnel needed to cope with the volume of work—a need which

cannot be met satisfactorily by short-term appointments of the
registrar type.

(i) Service in the new grade would mnot be in any sense a dead-end
career ; holders of the post would be entitled fo compete for con-

sultant appointments. They would, of course, work under the direct
supervision of a consultant.

(iii) Many consultants would then be able to divest themselves of a
considerable amount of routine work (which could be borne by the
assistant physicians and assistant surgeons, etc.), and would be
free to devote more of their time to the more complicated and
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recondite aspects of their specialty. The full consultalll(ii:l ;vcéill(llcé
undertake duties commensurate with his standing and wou d ether
and prescribe what tasks might progﬁerly be ?llllgca;;z% t?ot ae ?n her
rs of his team. This, in turn, wo ]
g(l:i?ll(l})gliscal and efficient use of the available resources in the larger

o h look for the registrars
i rade would also improve the outlook for .
®) 'il;lh?hge:gr\%ice, and facilitate the abolition ultimately of the ap?omt(i

ments in the senior hospital medical officer grade which have foun

little favour with the profession.

Our own view ‘
tion that, as part of the re-
06. We ourselves welcome the suggestion
organisation of hospital medli:lal staging,f pmvslillct):ntShw?vlllllicclzhb:v Omu%leoégi g
specialist grade, below the grade of con , v :
gggnagent posi%ion in the career structure of the hospital service.

HOSPITAL MEDICAL ADMINISTRATION

England and Wales . -
407. From the evidence we have received, we would qndorlse the ‘\%%w
of the; Committee on the Internal Admim;.tratg)n lgft_l-losglgisa(l t)h tlgzlifv ice(;;
i ini 1 the Nationa _
development of medical administration under ! icel)
is i ive ” 62 of the Report). We have note
is in some respects defective ” (see para. 62 > Ret e e D s
elves in general agreement with—the Commi (
33“ t%gdfgﬁziions of gmedical staff committees at .h_osplfal level, néedm(%
advisory committees at group level, and on the Ministry’s memorandum
on medical committees in hospitals and hospital groups.

408. The Report goes on to say :— o -
. iy s Iy
* r, we think, few will disagree. But the question immediate
aﬁsgohf(?w the detailed day-to-day work of medical ..':tdmmlljstrziltlolé,leills
distinct from greater or lesser questions of policy, is to el altl led,
Much of it is, as it certainly should be, done by a coplsu_-tan . an
his juniors in the department concerned. But there Wlﬂ inevi 2b gﬂ
remain a fairly large field outside dthe scl:)opf ]czf angyp:rtrll%ld?gafc’;?; of
in which executive decisions need to be taken I an, or
man acting on medical advice, without waiting to se

?ge %ic:?; or authorgity of a committee. In our view this wcglgk Ishsc:g}%i
be the responsibility of a single member of the senior medica .

: i . . lun-
“ 1948, this function was traditionally performed in the vo

taryB;%Jsr;itals, through the house governor and secretary, byI; tﬂﬁz
chairman of the medical staff commiftee in conjunction hwn. he
R.M.O., R.S.O. or senior resident house officer according to tf 61:1 Stlzethe

g the hospital. In many local authpﬂtyh}losp;tegfi S%’leedflélé(;té(z;l ael,l L gther
medical superintendent, acting with his esta cputy and oftiet

ior medical officers, but complicated by {che fact that the m
Zizlgrgn]t]g?élfnt was. responsible to his employing authority, _thfough the
- medical officer of health, with headquarters outside the hospital.

jectl ital arrangement have been
“The objections to the voluntary hospita: emer _
discussed ezllrlier in our report but our considered view Is that in the

(1) Central Health Services Council—Report of the Committee on the Internal Adminis-

tration of Hospitals (Hc.ll\%,sélo. 1954) (see paras. 62 to 84).
i.e. in England an es.
8 IRCIi% (5%) 91/H.M.C. (53) 85/B.G. (53) 87.
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smaller general hospitals it can still be regarded as satisfactory, especially
with the impetus which medical staff committees should gain from
the Ministry’s recent memorandum. In larger hospitals where the
system is found in practice to continue to work well, it is one acceptable
alternative. . . .

“But for the reasons discussed we do not think that the old voluntary
hospital arrangement can now be expected, in most of the larger general
hospitals, to produce really effective medical administration. Something
more is needed. Nor do we advocate the appointment of medical
superintendents with the powers and duties formerly exercised by the
medical heads of municipal hospitals. We think it would be both
unrealistic and wrong in principle to recommend any one pattern through-
out the service. An alternative—applicable, we believe, in most of
the larger general hospitals—is to appoint as medical administrator one
of the consultants who has the talent, the taste and the time for this
kind of work, on the lines suggested in the following paragraphs.

“The medical administrator must be a consultant in active clinical
practice. His administrative duties and the amount of his time he
needs to devote to them will, naturally, vary from hospital to hospital
and will depend on local factors such as the size of the hospital, the
pressure of clinical work, the nature of .the services provided and of
the hospital buildings and the amount of administrative work his fellow-
consultants are able and willing to undertake. Generally, we do not
think he should be required to, or should, give more than a reasonable
proportion of his time—we cannot get nearer than that—to adminis-
tration. But whatever the proportion, we regard it as essential that
he should not be penalised financially for the time he devotes to medical
administrative work as we have described it. When the content of
medical administration is examined it transpires that practically the
whole of it, if not directly concerned with the medical treatment of an
individual patient, is indispensable for the adequate medical treatment
of the patients as a whole. . . In our. view, therefore, medical
administrative work at this level should be paid on the same basis as
other clinical work. It will become impossible to find first-class men
willing to take on the considerable burden involved if there is to be
any risk of financial loss.”

409. The following further points are made in the Report:—

(@) The medical administrator must work in the closest association,
as a member of the tripartite team, with the matron and lay
administrator.

(b) The medical administrator’s appointment should be for limited
periods—say for four or five years—and should be renewable at
the end of that time.

(c) The post must be one into and out of which a consultant can move

without adverse effect on his salary.

(d) The medical administrators should be selected jointly by repre-
sentatives of the medical staff committee and of the Hospital
Management Committee, with one or more representatives from
the Regional Board who could put the Board’s point of view from
the clinical angle. Formal appointment as medical administrator
would then be made by the Hospital Management Committee and
any Iéecessary adjustment of the consultant’s contract made by the
Board.
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2) In order to help meet the needs of medical administration, and to
© attract young I]i::’lell into this field of work, a new R.M.O. or R.S.0.
grade should be recognised, in non-teaching hospitals, covering
salary ranges between the lowest registrar salary and the highest
point in the grade of senior hospital medical officer. To quote
the Report again—* Whilst it is not suggested that such appoint-
ments would be necessary in all general hospitals, the new grade
(in addition to its clinical value) would be useful in I}OSplFaIS
where the consultants find it difficult to take on much administrative,
on top of clinical, work.”(}) The new grades would provide the
officers concerned with a mixture of clinical and administrative
work, a reasonable salary and a training ladder for senior adminis-
trative as well as clinical appointments. It would relieve con-
sultants of work more suitable to junior staff. And it yfould
introduce into medical administration generally a continuity at

present lacking in the registrar grades.”()

410. We have drawn so extensively on the Report of the Committee on
the Internal Administration of Hospitals because we feel that exceptional
weight attaches to the unanimous recommendations of this large and expert
body, which devoted four years to the investigation of the existing system
of hospital administration ; and because this matter of medical administration
is one which can have an imporfant bearing upon hospital efficiency and
costs. As we see it there are three main aspects. which come into question:—

(i) Making the most efficient use of available resources—e.g. the control
of admissions and discharges ; bed turn-over ; co-ordination of out-
patient clinics and bed allocations ; control of infection, etc. efc.

ii kine economies both generally and in relation to such matters
® g:epre;gcribing of expensige drugs, use of X-ray films, purchase of
equipment etc. 3
(iii) Providing a medical administrative link with the family practitioner

services and the local health authority services outside the hospital.

Our own evidence has satisfied us that there are good grounds for believing
that in hospitals where medical administration 1s weak there is room for
improvement under all these three heads and particularly under (iii).

411. For these reasons we warmly endorse the recommendations of the
Committee on the Internal Administration of Hospitals, which we have
quoted above, and trust that they will be implemented without delay.

| Scotland

412. We have noted that Scottish tradition has always favoured placing
the medical administration of the hospital in the hands of a medical super-
intendent, and that this practice has continued since the Appointed Day.
Normally, the responsibilities of the medical superintendent extend to all the
hospitals in the group administered by one Board of Management and he is
therefore a “ group medical superintendent ”, his office being usually situated
at the main hospital in the group. We qnderstand that there is only one
large general hospital group in Scotland which has no medical superintendent.

413. We have no wish to disturb the practice which has, by tradition, been
followed in Scottish hospitals for many years, and we therefore offer no
recommendation on this matter. We are aware that the Committee on the
Internal Administration of Hospitals did not recommend the introduction

(*) See para. 81 of the Report.
(®) See para. 84 of the Report.
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of group medical superintendents to the hospital service in England and
Wales, but we see no reason why the two countries should not continue to
go their separate ways on hospital medical administration.

_ 414. We have had a considerable amount of evidence however from Scot-
tish witnesses (mclqdmg the Chairmen of Regional Hospital Boards) indicat-
ing that it is becoming increasingly difficult to recruit men of the right calibre
to undertake the work of hospital medical administration, and it has been
put to us strongly that the remuneration of medical superintendents is insuffi-
cient to attract the right sort of men. It is outside our scope to make any
specific recommendations on this matter ; but it is clearly one that is of
great importance for the efficient working of the service. It should certainly
be investigated and if it is found that the salaries of medical superintendents
are inadequate to maintain proper recruitment they should be revised.

415. We are glad to note that the Scottish Standin i i

y 0 1 | g Advisory Committee
on Hospital and Specialist Services has recently appointed a sub-committee
to consider how medical participation in the control and management of
hospitals can best be secured in Scottish conditions, with special reference to

the employment of medical superintendents and the constitution of medical
staff committees.

AMENITY BEDS AND PAY BEDS
General

. 416. In paragraph 164 above we have already explained what is meant b
amenity beds” and “ pay beds” which are providle):d by hospital authorii:tiejé
under sections 4 and 5 respectively of the National Health Service Act, 1946
At 31st December, 1954 there were 5,905 amenity beds and 5,893 pay beds
in England and Wales. Together therefore, they represented less than 2-5
per cent. of the 476,944 available staffed beds in England and Wales ; and
the pay beds alone represented less than 1-25 per cent. In the period’June
to December, 1954, the average occupancy of amenity beds was 805 per
cent, (of which 39-8 per cent. were non-paying patients) and of pay beds
67-46 per cent. (of which 32-11 per cent. were non-paying patients).

In Scotland there are about 2,100 amenity beds and 900 pay b
. . . - . - Eds’ th
%rﬁgtnﬁl;frlw fbemg ];ndmg:ntgl lzhospétals and mental deﬁciencij)r );nstitutionse.
_ er of pay beds in Scotlan .
b et of pay represents about 1-5 per cent. of the

_ 417. These figures indicate that the number of  private” '

for use under section 4 or section 5 of the National Hgalth Sf:rvti)ceef1 i\((:?hf;ggg
represent a very small proportion of the total available beds in the Health
Service. We would agree that the first claim on this limited accommodation
should be for those hospital patients who are in need of privacy on medical
grounds, whether or not they are prepared to pay for a private bed. Secondly
we feel that it is right, on humanitarian grounds, that a proportion of the
private accommodation should be set aside for use as “amenity beds” by
those patients who desire privacy even when it is not considered essential
on medical grounds ; the patient then pays for his privacy and in all other
respects 1s treated in the same way as patients in gemeral wards. So far
we think few will disagree with what we have said. ' ’

_ 413. Opinions differ, however, about the merits of setting aside * ”
in the hospital service for the use of patients who wisgha‘fédi:naﬁgyplﬁs:te
arrangements to be treated by a consultant of their own choice, and are
willing to pay the full cost of the accommodation and treatment ,provided

ere are some who would recommend the abolition of pay beds on the
grounds that they enable a certain number of patients to “jump the queue”
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in hospital waiting lists, Others maintain that the existence of private con-
sultant practice makes it necessary that some pay beds should be provided
in the hospital service ; and our attention has been drawn to the fact that
the continued provision of such beds was assumed when arrangements were
made with the profession at the inception of the National Health Service.

419. Whilst appreciating the reasons why some have objected to the pro-
vision of pay beds, we do not ourselves believe that the objections are strong
enough to warrant the abolition of pay beds in the hospital service. If
there is any “jumping of the queue” it cannot amount to very much when
account is taken of the relatively small number of pay beds at present pro-
vided in hospitals. In our view a more important issue is that hospital
authorities should not keep pay beds empty any longer than is absolutely
necessary, and we return to this question in succeeding paragraphs.

We accept, therefore, the provision of private accommodation in National
Health Service hospitals, both for patients who need it on medical grounds
and for those who are prepared to pay for it, either in the form of an
amenity bed or a pay bed. So long as the present shortage of hospital
accommodation continues, however, we would deprecate any expansion in
the number of amenity beds and pay beds which would be at the expense
of the available free beds in the service.

Rate of occupancy

420. We have heard some criticism about the low rate of occupancy of
amenity and pay beds in the service generally, which has continued despite
the efforts made by the Ministry and hospital authorities to effect an improve-
ment. In the interests of efficiency it is clearly desirable that all hospital
beds, whether free or not, should be used to the fullest extent possible, and
we hope that all concerned will continue to seek means to achieve the highest
occupation rates practicable. We appreciate that the figures of percentage
occupancy may themselves be misleading, particularly in hospitals where
only a few amenity beds and pay beds are provided. In hospitals where,
for example, there are only four pay beds—two reserved for males and two
for females—any percentage occupancy figures will be quite meaningless.
Nevertheless, our evidence suggests that some improvement might be effected
in this field, e.g. by making the public more aware than they are now of the
amenity beds provided in the service, and by using amenity beds and pay
beds more often for non-paying patients when the need arises. These are
not, of course, new suggestions ; they are already well known to the hospital
authorities, but more might be done in some areas to give effect to them.

Level of charges

421. We have been told that the main reason for the low occupancy of pay
beds by paying patients is the high level of charges now ruling in the service
generally. ‘The Act requires that the user of a pay bed shall pay charges
“ designed to cover the whole cost of the accommodation and services
provided for the patient at the hospital, including an appropriate amount in
respect of overhead expenses”. In 1933, new regulations were made enabling
some small reductions to be effected in the charges, but in many hospitals
they still remain at a level which can only be afforded by those with ample
means. In three Regions which we examined in detail we found for example
that the charges for pay beds in maternity hospitals ranged from £25 18s.
per week to £14 per week.(})

It will be noted from these ﬁgures how widely the charges fluctuate even
between hospitals which, on the face of it, might appear to be comparable.

() These figures exclude the fees paid by paying patients for the consultant of their choice.
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Moreover, we have been told that the fluctuations do not always reflect i

the standards of the service provided.

422. The generally high level of pay bed charges and their wide variations
between comparable hospitals have led many of our witnesses to suggest
that the present method of calculating the charge should be abandoned
altogether and one of a number of alternatives substituted in its stead, e.g.: —

(@) An arbitrary charge, considerably lower than the existing charge,
should be fixed nationally, to enable a greater proportion of the
population to use hospital pay beds. The continual increase in
the enrolment of new members by Provident Associations, efc.
proves that many people are anxious to use pay beds and to have
the consultant of their choice, and are willing to make the necessary
financial provision for this purpose by imsurance. Their numbers
would be increased still further if the pay bed charges could be
reduced ; and the occupancy rate would thereby be raised.

(b) Standard charges should be laid down each year either nationally
or regionally for all hospitals or groups of hospitals and should be
based on the average cost of a pay bed during the preceding year,
according to certain categories of hospital, e.g. London teaching
hospitals, provincial teaching hospitals, non-teaching general
hospitals, etc. etc.

423. We do not ourselves believe, however, that it would be advisable
to depart from the principle that the user of a pay bed, having contracted
out of the free hospital service, should pay the full cost of the accommodation
and services provided, while making his own arrangements for paying the
consultant of his choice. Hence we do not recommend the adoption of an
arbitrary charge which would be demonstrably lower than the actual cost of
the facilities provided. No doubt pay beds would be used more widely
by paying patients if the charges were reduced, but we believe that the
charges would have to be reduced very substantially indeed fo effect any
Iarge increase in demand—so much so that the net effect would most
probably be a loss to the Exchequer as compared with the present position.

424. We have carefully considered whether the adoption of regional or
national average charges for panticular categories of hospital would be prefer-
able to the present system, but on balance, we see no real advantage in their
adoption. An average charge, calculated nationally or regionally, might
remove some of the objections to the present range of charges, but it would

cause many users of pay beds to pay more than the cost of the services .

provided, and it would be little compensation to them to know that other
users were paying less. After considering the effect of introducing regional
averages for certain categories 6f beds in three Hospital Regions, we have
concluded that there was no reason to believe that average charges would
produce any better relationship between the charge and the value or quality
of the services provided than that produced under the existing charging
provisions. We therefore offer no recommendation on this matter.

HOSPITAL SUPPLIES

425. Supplies purchasing is clearly an extremely important aspect of
hospital management and one which will repay a close investigation; we
therefore welcome the appointment in 1955 of a special Committee of the
Central Health Services Council “ to investigate and report on the organisa-

tion of all forms of hospital supplies, including their purchase, storage and’

issue, throughout the National Health Service”. We understand that the
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Committee (under the Chairmanship of Sir Frederick Messer, C.B.E., J.P,
M.P.), will be taking evidence from a wide range of bodies and organisations
both inside and outside the National Health Service. We do not propose
therefore to offer any recommendations on this subject in advance of the

Committee’s report.

426. From the limited evidence we have heard on this matter, we are left
with the impression that hospital authorities generally have not yet taken
full advantage of the enormous volume of knowledge and well tried practices
in supplies purchasing which are already common to all large undertakings
in this country. In our view, it is desirable that these practices should be
ascertained and applied wherever practicable to the hospital service to ensure
that the best value is obtained for the money spent. It is true that this
process has been under way in the hospital service since 1948, both centrally
and in certain of the Hospital Regions, but progress appears to us to have
been slower than might have been expected.

PART IV
THE FAMILY PRACTITIONER SERVICES
Administrative Organisation

The Insurance Committees before 1948

427. Tmmediately before the inception of the National Health Service, the
general practitioner service under the National Health Insurance scheme was
administered by Insurance Committees of which there were 129 in England,
17 in Wales, and 54 in Scotland. In England and Wales there was one

Committee for each county and county borough (and one for the Isles of
Scilly), and in Scotland one Committee for each county and large burgh

(with one exception).
There were 20-40 members in each of the Insurance Committees in

England and Wales and 30-40 in Scotland. The membership of the Com-
mittees in England and Wales was made up as follows(}): —

Three-fifths of the members represented insured persons ;

One-fifth appointed by the local authority concerned ;

1 doctor appointed by the Minister (except on Committees with less
than 30 members) ; .

1 doctor appointed by the local authority ;

2 doctors appointed by the Local Medical Committee.

The remaining members (from 1-4) consisted of chemists or women
members appointed by the Minister.

Briefly, the duties of the Committees were:—
(@) to make arrangements for the medical treatment of insured persons,

(b) to make arrangements for the supply of drugs, medicines and
certain appliances to insured persons,

. (¢) to keep lists of doctors and chemists providing the services, and
registers of the persons on the panel of each doctor,

(") The membership of the Committees in Scotland was made up in much the same way.
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