
 

HC 28 
[Incorporating HC 28-i and 340-i] 

Published on 4 June 2009 
by authority of the House of Commons 
London: The Stationery Office Limited 

£14.50   

House of Commons 

Health Committee  

The use of 
management 
consultants by the NHS 
and the Department of 
Health  

Fifth Report of Session 2008–09  

Report, together with formal minutes and oral 
evidence  

Ordered by the House of Commons 
to be printed 30 April 2009  
 



 

 

The Health Committee 

The Health Committee is appointed by the House of Commons to examine the 
expenditure, administration, and policy of the Department of Health and its 
associated bodies. 

Current membership 

Rt Hon Kevin Barron MP (Labour, Rother Valley) (Chairman)  
Charlotte Atkins MP (Labour, Staffordshire Moorlands) 
Mr Peter Bone MP (Conservative, Wellingborough) 
Jim Dowd MP (Labour, Lewisham West) 
Sandra Gidley MP (Liberal Democrat, Romsey) 
Stephen Hesford MP (Labour, Wirral West) 
Dr Doug Naysmith MP (Labour, Bristol North West) 
Mr Lee Scott MP (Conservative, Ilford North) 
Dr Howard Stoate MP (Labour, Dartford) 
Mr Robert Syms MP (Conservative, Poole) 
Dr Richard Taylor MP (Independent, Wyre Forest) 

Powers 

The Committee is one of the departmental select committees, the powers of 
which are set out in House of Commons Standing Orders, principally in SO No 
152. These are available on the Internet via www.parliament.uk. 

Publications 

The Reports and evidence of the Committee are published by The Stationery 
Office by Order of the House. All publications of the Committee (including press 
notices) are on the Internet at www.parliament.uk/healthcom 

Committee staff 

The current staff of the Committee are Dr David Harrison (Clerk), Adrian Jenner 
(Second Clerk), Laura Daniels (Committee Specialist), David Turner (Committee 
Specialist), Frances Allingham (Senior Committee Assistant), Julie Storey 
(Committee Assistant) and Gabrielle Henderson (Committee Support Assistant).  

Contacts 

All correspondence should be addressed to the Clerk of the Health Committee, 
House of Commons, 7 Millbank, London SW1P 3JA. The telephone number for 
general enquiries is 020 7219 6182. The Committee’s email address is 
healthcom@parliament.uk. 

Footnotes 

In the footnotes of this Report, references to oral evidence are indicated by ‘Q’ 
followed by the question number, and these can be found in HC 28–i and 
HC 340–i. 

 



Use of management consultants    1 

 

Contents 

Report Page 
The Committee’s 2008 Public Expenditure Questionnaire and management 
consultants 3 
Use of management consultants by the Department of Health and the NHS 3 
Conclusions and recommendations 6 

 

Formal Minutes 8 

Witnesses 9 

List of written evidence 9 

List of Reports from the Health Committee 10 
 
 



Use of management consultants    3 

 

The Committee’s 2008 Public Expenditure Questionnaire and 
management consultants 

1. For many years the Committee has undertaken an annual Public Expenditure 
Questionnaire (PEQ) inquiry in which we have examined the Department of Health’s 
expenditure. Each year we send the Department a questionnaire asking a range of finance-
related questions. The answers relating to national and regional information are published 
in hard copy as well as on our website; we also include on our website spreadsheets 
containing a further breakdown of data relating to Primary Care Trusts.1 

2. Shortly after the publication of the PEQ in December 2008, we held an evidence session 
with senior Departmental officials, including the Permanent Secretary (Mr Hugh Taylor) 
and the NHS Chief Executive (Mr David Nicholson), to question them about the 
information contained in the PEQ and other matters related to public expenditure. In 
previous years we have held a second evidence session with the Secretary of State, 
accompanied by his officials; this year we decided to focus this second session on the NHS 
Operating Framework, but followed up a number of the issues raised in the PEQ session. 

3. We have not in the past published a report following our PEQ sessions. However, this 
year we have decided to make an exception to our normal practice and to comment on the 
replies made by the NHS Chief Executive to our questions about the use of management 
consultants.  

Use of management consultants by the Department of Health and 
the NHS 

4. The National Audit Office (NAO) estimated that the NHS spent £0.6 billion on 
consultancy services in 2005–06, and that that is about a fifth of the entire public sector 
consultancy spending for that year. The NAO also estimated that the NHS was responsible 
for about a third of the increase in public sector consultancy expenditure between 2003–04 
and 2005–06.2 

5. In 2007–08 the NHS summarised accounts for the first time had separate disclosure of 
the amounts payable to external consultants in the NHS (prior to that, the costs were 
included in “miscellaneous expenditure”). The totals given in the summarised accounts, 
were £43.4 million for SHAs, £132.6 million for PCTs and £132.4 million for NHS Trusts, 
giving a total of £308.5 million. The Consolidated Accounts of NHS Foundation Trusts did 
not separately identify consultancy costs in 2007–08. 

6. In our evidence sessions we questioned the officials about what types of firms were 
employed and their rates of pay. The cost per day of senior partners is usually in excess of 
£1,000, juniors £400–£500 (Q38). A wide range of firms are used, from the Big Four to 
small firms (Q36).  

 
1 http://www.publications.parliament.uk/pa/cm/cmhealth.htm 

2 Source NAO 2006 report 
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7. In answer to our questions, David Nicholson, the NHS Chief Executive, argued that 
consultants did a useful job, especially in undertaking work which NHS organisations and 
the Department did not have the skills to do themselves.  

8. Mr Nicholson highlighted three important areas in which consultants had worked, 
pointing out that “there simply were not the people out there for us to recruit, so it was not 
an issue that we could get a lot of people to do these really very complicated technical 
things, so we had to use consultancy significantly”. These areas were the work of 
consultants on IT (as part of the Connecting for Health programme), the Commercial 
Directorate and turn-around teams.3  

9. He stressed the benefits consultants had brought in respect of “turn-around”:  

In terms of the turnaround we spent in excess of £50 million on the turnaround, and 
I have to say that turnaround moved us from half a billion deficit to one and a half 
billion surplus 

The benefits had mainly come from improved implementation: 

virtually none of the schemes that came up around getting ourselves back into 
financial balance came out of the brains of the consultants—most of the ideas came 
out of the NHS itself. What the consultancies gave us was the ability to execute some 
of these much better. 

10. He noted that circumstances had in recent months changed dramatically and the 
Department currently had  

a programme both in terms of the Commercial Directorate and in Connecting for 
Health to significantly reduce the amount of consultancy we use across the board, 
and you will see that come down significantly over the next six months or so. 

The Department has now “set up a thing called IMAS (NHS Interim Management and 
Support), which you may or may not have come across, which is an internal consultancy. 
So we have developed an internal consultancy where we use our own people across the 
NHS now to do this kind of work and they are currently working in 23 organisations.” 

11. Our key questions addressed the issue of collecting and publishing information about 
the use of consultants. In December 2006 the Treasury issued guidance for the Spring 2007 
departmental reports, placing a requirement on Departments to include information on 
consultancy spending. The Department of Health now collects such information about its 
own use, but not about the NHS’s use of consultants.  

12. The questions and answers to Mr Nicholson during the PEQ evidence session in 
December 2008 were as follows: 

Q70 Dr Stoate: How much money are you spending on external management 
consultancy at the moment? I could not find that in any of the tables. Do you have 
any figures? 

 
3 Q 31 (11 March 2009, HC 340–i) 
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Mr Nicholson: No. We have not so far collected that information centrally. We have 
started to think about how we might do it but I think the numbers we have got are so 
unreliable at the moment that we are not satisfied that we have got that number 
right. 

Q71 Dr Stoate: Is that not a cause for concern, because they are rather expensive. 

Mr Nicholson: That is why I think we need to get the numbers right. Absolutely.  

Q72 Dr Stoate: If you have not collected them, it is difficult to know if they are right 
or wrong.  

Mr Nicholson: Yes. We think we need to know how much money the NHS is 
spending on management consultancy and we have started the process of collecting 
the information. I agree with you, we should have collected it in the past, but we did 
not….4  

13. However, when we questioned Mr Nicholson in 2009 during the second evidence 
session (on the NHS Operating Framework) we heard a different story. He seemed to claim 
that collecting information would lead to micromanagement of the NHS.  

Q30 Sandra Gidley: …Mr Nicholson [you were] before us in December and said 
that the Department had never had never tried to keep track of how much the NHS 
is spending on consultancy services. Why not?... 

Mr Nicholson: I am happy to say again why we did not do it. From the centre we 
desperately try not to micromanage what the NHS does and consultancy can be 
literally from a very small amount of money to help a particular part of an 
organisation get better, whether it is environmental health or all sorts of things for 
which we use consultancy, right the way through to using the big firms (Q36).5  

He added 

Centralising organisations all over the world start off by collecting detailed 
information in this way and then they start to use it to micromanage organisations; 
we do not think that is the right thing to do.”6 

14. We also asked the officials how they ensured that the consultants provided value for 
money and whether “there should be some sort of external peer review of consultants’ 
reports or some way of ensuring that the taxpayer is getting value for money”. Mr Taylor 
told us:  

It depends where the spend occurs. If the money is spent in the Department, either 
on programmes or on admin then the expenditure is monitored and we publish the 
spend figures.7 

 
4 Q 70–72 (11 December 2008, HC 28–i) 

5 Q 30 (11 March 2009, HC 340–i) 

6 Q 31, (11 March 2009, HC 340–i) 

7 Q 35, (11 March 2009, HC 340–i) 
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and  

in the Department we have our own internal function that certainly looks at use of 
consultancy within the Department and we are obviously subject to NAO review. 
And we have our own internal protocols to ensure that if a consultancy contract is let 
it is let with strict adherence to procurement rules, and we do look to try and 
evaluate internally within our finance and other directorates whether we are getting 
good use of the money we are paying to consultancy organisations.8  

15. However, this was not the case with NHS spending on consultants. Mr Taylor told us 
that it was for individual boards and the Audit Commission to look at the way that NHS 
organisations spend their money  

We believe that with the responsibility of individual boards to make sure that they 
get value for money, with the responsibility of the Audit Commission to monitor this 
and to make sure that through their scoring systems they have every year that they 
make sure that the individual organisation is getting value for money. We think that 
is a better way of doing it than of collecting pennies from every single organisation in 
the country to bring up to a complete national whole....(Q36). 

Conclusions and recommendations 

16. We agree with Mr Nicholson’s comments in December 2008 that the NHS should 
know how much it is spending on management consultants. The information must be 
collected locally and it would be a simple matter to bring this together centrally. We do not 
accept Mr Nicholson’s subsequent argument that the central collection of such information 
would inevitably lead to more micromanaging. Making such spending subject to public 
monitoring might improve the way consultants are used. We recommend that the 
Government collect centrally lists of  

• the management consultants employed by the Department of Health, SHAs, 
PCTs and acute, ambulance and mental health trusts, indicating the projects 
they are employed on, their duration, cost and purpose; 

• the top ten daily rates paid by each category of organisation. 

We will ask for this information annually and publish it in the PEQ. Monitor, the 
regulator of Foundation Trusts, should collect similar information for Foundation 
Trusts which we will also publish in the PEQ. 

17. It is important to know whether the NHS and Department of Health are getting value 
for money from the contracts agreed with management consultants. We do not believe the 
present system which relies on internal systems and the NAO (in respect of the 
Department) and the Audit Commission (in respect of NHS organisations) is adequate. 
They do not undertake a thorough and systematic assessment of the value of the work 
done by the consultants. Research carried out for the Department of Health by academic 
institutions and individuals is always subject to peer review; a similar practice should apply 

 
8 Q 36 (11 March 2009, HC 340–i) 
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to work done by management consultants as part of the condition of the contract. We 
recommend that a sample of contracts with management consultants agreed by all 
categories of NHS organisation and the Department should be subject to external peer 
review. This should include an assessment of the value of the consultants’ output. The 
external peer review might be put out to tender through the National Institute for 
Health Research which the Department uses in respect of R and D contracts. 
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Formal Minutes 

Thursday 30 April 2009 

Members present: 

Mr Kevin Barron, in the Chair 

Charlotte Atkins 
Mr Peter Bone 
Sandra Gidley 
Stephen Hesford 

 Dr Doug Naysmith 
Dr Howard Stoate 
Mr Robert Syms 
Dr Richard Taylor 

Draft Report (The use of management consultants by the NHS and the Department of Health), proposed by the 
Chairman, brought up and read. 

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 17 read and agreed to. 

Resolved, That the Report be the Fifth Report of the Committee to the House. 

Ordered, That the Chairman make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of 
Standing Order No. 134. 

[Adjourned till Thursday 7 May at 9.30 am 
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1 Supplementary note to Question 37 (HC 340-i) Ev 42  



10    Use of management consultants 

 

 

List of Reports from the Health Committee 

The following reports have been produced by the Committee in this Parliament. The reference number of the 
Government’s response to the Report is printed in brackets after the HC printing number. 

 

Session 2008–09 

First Report 

Second Report 

Third Report 

Fourth Report 

NHS Next Stage Review 

Work of the Committee 2007–08 

Health Inequalities 

Top-up fees 

HC 53 (Cm 7558) 

HC 193 

HC 286 

HC 194 

 

Session 2007–08 

First Report 

Second Report 

Third Report 

Fourth Report 

 
Fifth Report 

Sixth Report 

First Special Report 

National Institute for Health and Clinical Excellence 

Work of the Committee 2007 

Modernising Medical Careers 

Appointment of the Chair of the Care Quality 
Commission 

Dental Services 

Foundation trusts and Monitor 

National Institute for Health and Clinical Excellence: 
NICE Response to the Committee’s First Report 

HC 27 (Cm 7331) 

HC 337 

HC 25 (Cm 7338) 

HC 545 

 
HC 289 (Cm 7470) 

HC 833 (Cm 7528) 

HC 550 

 

Session 2006–07 

First Report 

Second Report 

Third Report 

Fourth Report 

Fifth Report 

Sixth Report 

NHS Deficits 

Work of the Committee 2005–06 

Patient and Public Involvement in the NHS 

Workforce Planning 

Audiology Services 

The Electronic Patient Record 

HC 73 (Cm 7028) 

HC 297 

HC 278 (Cm 7128) 

HC 171 (Cm 7085) 

HC 392 (Cm 7140) 

HC 422 (Cm 7264) 

 

Session 2005–06 

First Report 

Second Report 

Third Report 

Fourth Report 

Smoking in Public Places 

Changes to Primary Care Trusts 

NHS Charges 

Independent Sector Treatment Centres 

HC 436 (Cm 6769) 

HC 646 (Cm 6760) 

HC 815 (Cm 6922) 

HC 934 (Cm 6930) 

 



Processed: 27-05-2009 19:00:16 Page Layout: COENEW [SO] PPSysB Job: 427054 Unit: PAG1

Health Committee: Evidence Ev 1

Oral evidence

Taken before the Health Committee

on Thursday 11 December 2008

Members present:

Mr Kevin Barron, in the Chair

Sandra Gidley Dr Howard Stoate
Dr Doug Naysmith Dr Richard Taylor

Witnesses: Mr David Nicholson CBE, NHS Chief Executive, Mr Hugh Taylor CB, Permanent Secretary, Mr
David Flory, Director General NHS, Finance, Performance and Operations, and Mr Richard Douglas,
Director General Finance and Chief Operating OYcer, Department of Health, gave evidence.

Q1 Chairman: Good morning. Welcome to the only
evidence session on the public expenditure
questionnaire that we are doing this year. You will be
aware that a lot of work has gone into the book that
has been published but we may want to ask one or
two questions about the eVects of recent events in the
economy as well. At the start, could I ask you to give
us your name and the current position you hold.
Mr Douglas: Richard Douglas, Director General
Finance and Chief Operating OYcer, Department
of Health.
Mr Taylor: Hugh Taylor, Permanent Secretary at the
Department of Health.
Mr Nicholson: David Nicholson, currently the Chief
Executive of the NHS.
Mr Flory: David Flory, Director General NHS,
Finance, Performance, Operations.

Q2 Chairman: Thank you once again for coming
along. The Institute for Fiscal Studies says the Pre-
Budget Report has eVectively cut somewhere in the
region of £37 billion out of the Spending Review for
the next three years, from 2011–12 through to
2013–14. Do you agree with their figure?
Mr Taylor: I do not think we can say that yet.
Certainly as far as the implications for the
Department of Health and for the NHS are
concerned we know what we have to do over the next
couple of years, and we will have to wait until
decisions are made on the public expenditure growth
in the SR period beyond that—although there are
some clear signals in the PBR that growth is going to
be slow.

Q3 Chairman: Clearly reducing expenditure is going
to be on the agenda.
Mr Taylor: At the moment, what we are looking at
over the next two years continues to be significant
increases in planned growth in the NHS and in the
other sectors for which we are responsible, but the
implications of the PBR are that beyond that growth
is at any rate going to slow. We will have to wait until
we are clearer about what that is going to mean for
the services for which we are responsible but, yes,
one of the things we are all doing now is looking
ahead, recognising that we have a pretty strong
platform for the next two years on which to spend

some time thinking about the implications of
potentially lower levels of growth for the system,
which in one sense is a more positive position than
the Department has been in previous times of
economic downturn.

Q4 Chairman: You are not looking at any particular
areas for saving expenditure at this stage?
Mr Taylor: We will be looking at eYciency across the
board. Clearly we will be expected to contribute to
the planned cash eYciency savings which were
announced as part of the PBR for 2010–11, and the
big focus for us in the Department is going to be
looking ahead to the SR period beyond that, which,
reading the runes, means that we are going to have
to look very hard at eYciency and productivity
across the system.

Q5 Chairman: There is an estimated £5 billion of
additional value for money savings planned in
2010–11. What is your share of that? How are you
going to manage that?
Mr Taylor: That is still under discussion with the
Treasury at the moment. We will, I am sure, be
expected to make a decent contribution to that but
it is not possible to say yet what that is going to be.
The details of how that £5 billion is to be distributed
across Department allocations will come out in the
Budget.

Q6 Chairman: How descriptive will be your area of
defence, as it were, in terms of that less should come
from the health budget. Will you be talking about
specific areas of health expenditure or just generally
the national pot?
Mr Taylor: In one sense, we will be looking across
the board. Obviously health received a bigger share
of growth at the Budget 2008 in the previous SR, so
we will be expecting the Government to come
looking at us for greater eYciency. We have made
allocations which we think are prudent in the
circumstances while giving a very strong platform
for growth in the NHS, and we will be looking to
assess central budgets, for example, for 2010–11, but
we are not at the stage yet where we are saying that
we are targeting particular areas—although, as
David and colleagues can explain, we have a very big
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programme aimed at eYciency across the NHS
already. It is a question of intensifying and
deepening that.

Q7 Chairman: Is the Department and/or the
National Health Service looking at the possible
impact of the recession in terms of health needs and
health demands—areas around unemployment,
falling incomes and things like that? There are
correlations between unemployment and ill health
and there have been for many decades. Are you
looking at the areas of possible demand on the
healthcare system that this could create?
Mr Taylor: Yes, we will be looking at that. Of course
a lot depends on the depth and length of any
economic downturn. If it is relatively short-lived I do
not think we necessarily expect the health impacts to
be all that profound, but the evidence suggests that
the most significant impact on health demand is in
the area of mental health. That is associated
potentially with unemployment but also particularly
with indebtedness. There is a very interesting report
which was produced recently, a Foresight report on
mental capacity and wellbeing, which drew attention
to the evidence relating to associations between
levels of personal debt and mental disorders, to do
with essentially having control over one’s life. If
anything, the evidence is stronger in relation to that
than in relation to low levels of income. If we were to
have a long period of downturn, then we would
expect that to have some impact. Of course we are
already making extra investment in areas like
improving access to psychological therapies. We are
increasing the number of therapists associated with
that, we are increasing the level of investment, and
we would expect that to have an impact over the
period that we are talking about, but we will be
looking at that and other areas of potential demand.
It is very diYcult to estimate what the impact on
behaviours in relation to health (for example, abuse
of alcohol, tobacco, and so on) would be in a period
of long downturn. There are other potential impacts
on demand.

Q8 Chairman: Mental health, wellbeing is
important. The other area in terms of future impact
on health budgets of course is that of the ageing
population, and there are issues around immigration
as well with which you will be familiar and which are
geographical on occasions. Also, there rumours we
are hearing on NICE guidance on new drugs, and
that is a very fertile area for debate and movement at
the moment. Are you making any assumptions
about the impact it is going to have on future health
service budgets?
Mr Taylor: We do make regular assessments of the
impacts of ageing on health and, in particular, social
care. Of course we have been running a significant
engagement programme, leading up to a planned
Green Paper next year, on the future funding of care
and support systems, which in many ways is where
the biggest impact of ageing may fall. We have been
working with stakeholders and others in relation to
a forward look in relation to services for people with
dementia and the impact that would have on the

NHS, and I am sure that will be published shortly.
We are looking forward to try and do some thinking
about future demands on the system.
Unquestionably the impact of new drugs will be felt.
We can look at that reasonably well because of the
length of the pipeline in terms of new drugs coming
onto the market, and it is important in that
connection that we have just negotiated a new deal
under PPRS, the pricing scheme, where we have
eVectively agreed to take out from 2010–11 to reduce
prices so that we get a recurrent saving of around
£450 million a year which will help us in that, and we
have negotiated a new system under which
pharmaceutical companies will be able to introduce
new drugs to the market at a more flexible price and
come back to NICE to get a reappraised price
depending on eVectiveness. We are introducing a
number of measures which should help us to manage
increased demand for new drugs over that period,
but this is the sort of planning we would do in
relation to any future SR period and of course this
will be given added significance in point by the
essentially more pessimistic outlook in terms of
growth which the PBR, at the moment anyway,
marks out for us.

Q9 Chairman: Where will the money come from for
the increased funding for NICE for its new duties? I
think it is going to increase one-third. £30 million I
think is the figure.
Mr Taylor: That has already been programmed into
our current—

Q10 Chairman: Is that in addition to the current
budgets? We are talking about current budgets of
two years ago, when—
Mr Taylor: We have planned an increase for NICE
in relation to the new activities that they will be
expected to undertake as a result of the Next Stage
Review, and that is planned into the current SR
period eVectively.

Q11 Chairman: That has been in addition to what
the Treasury were talking about NHS expenditure
two years ago.
Mr Taylor: In the light of the Spending Review that
we had last time, we have looked at our priorities
across the board. One of the things that we
anticipated to some extent was that we were running
a Next Stage Review and that is one of the things
that has fallen out of that, so there is a certain
amount of pre-planning.
Chairman: Right. We will move on.

Q12 Sandra Gidley: Last year the Secretary of State
told us that a surplus of around £2 billion was
reasonable. I think we are probably predicting a
similar surplus this year but that does not include the
Foundation Trusts’ surpluses which are heading for
about £3 billion. If you add that together and you
have a surplus of £5 billion, is that reasonable or
unreasonable? What criteria would you use in
making that judgment?
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Mr Nicholson: We have tried all the way along, right
from just over two and a half years ago, to think
about the NHS finances in more like five-year than
two-year or one-year elements so that we can get a
proper financial plan and a proper financial going.
When we started the process, we judged that it was
very important, given the experience that we had had
in the past, that the NHS produced a sustainable
surplus—for a whole variety of reasons that I can go
into if you want. Our assessment was that around
about 1% might be a reasonable amount, or perhaps
slightly more than that if you were going into a
period of sustained lower growth. This year we have
said to people that they have to think about their
finances in five years. We think it would be prudent
from our perspective to take a 1% surplus into the
next spending review period, 2011–12—that is
excluding the Foundation Trusts’ surplus—and that
is what we expect to happen. That is not plucked out
of the air. We have done extensive work with the
NHS to see how much of the surplus they would like
to draw down in the next two years. The NHS have
told us that they would like to draw down around
about £400 million in year one. We have not got to
the final figure for year two yet, although we are very
flexible. If they want to draw down more than that,
we would not see that necessarily as a problem.
Therefore 1% broadly, which could be between £1.5
billion and £2 billion, for the NHS—

Q13 Sandra Gidley: Is this drawing down a higher
level version of the reallocating of funds between
Trusts which used to go on locally?
Mr Nicholson: No. I think you have to understand
that the surplus is not kept in a safe in Richmond
House. It is not here, it is not with me: it is out there
in the system. That £1.8 billion that we are delivering
this year is out there in the system and it is for
individual organisations to decide how they deal
with that. It is there at the moment. It is not a matter
of allocating it. We do not think it is either prudent
or sensible to say to organisations, “Do what you
like.” I do not think that would help the financial
planning of the NHS in any way at all. We have said
that we want to do it in a planned way. David has
been talking in particular to NHS organisations
about what they would think would be a suitable
planned draw down and that is the conclusion we
have come to.

Q14 Sandra Gidley: Last year I believe you said that
we needed some financial headroom in order to
transform services.
Mr Nicholson: Yes.

Q15 Sandra Gidley: That is all very well but there is
not much sign of some of those services being
transformed on the ground. But given the financial
crisis and that the Treasury has to find some money
somewhere for something, is this money not all in
danger of being clawed back?
Mr Nicholson: I think it is needed even more.

Q16 Sandra Gidley: Within the NHS?
Mr Nicholson: Yes, absolutely. Whilst I could point
to areas where there has been service
transformation, you are absolutely right it has not
been wide enough or deep enough to make it
happen. If you are trying to manage the major
changes in service that, for example, we are trying to
do in London, you will need financial headroom to
do that. You will not be able to do it without it, so it
is even, in my view, more vital than it has been in the
past that we have it and we spend it over the next
two years.

Q17 Sandra Gidley: Do the Treasury not have form
on this? Have they not already taken some of the
£4.2 billion capital underspend from last year back
into the coVers? How can we be reassured that the
money allocated to the NHS is safe?
Mr Nicholson: I tend to focus on the money we have
got rather than on the money we may or may not
have had. In terms of the money we have got and
keeping that into a place, all I can say is that we have
a financial strategy over the next five years to make
it happen. That strategy is laid out in the operating
framework. The last two secretaries of state have
said publicly that the surpluses should stay where
they lie and that it should up to the local
organisations to follow them through. We agreed the
operating framework and the financial allocations
both with the Treasury and Number 10. I do not
know what else I could do in those circumstances to
make sure that we have control over our own aVairs
going forward.

Q18 Sandra Gidley: Are you saying that under the
current circumstances there is no way the Treasury
can say, “Well done lads for saving the money. Let’s
have some of it back”?
Mr Nicholson: I think we have done everything that
we can to secure that position. You had better ask
the Treasury.

Q19 Sandra Gidley: We might.
Mr Taylor: Just to be clear, the SR is the SR.
2009–10 is the position as was. But we are
unquestionably, as I have said, going to have to
make a contribution towards eYciency savings in
2010–11 and the NHS is absolutely up for that. That
is open and out there. We are not trying to hide that
away. Our job is to give as much certainty and
planning to the NHS as we can, which is what we
have done through the operating framework.

Q20 Sandra Gidley: Can I come back to Foundation
Trusts, because they seem to be keeping quite a large
chunk of money which, given your previous
definition, would sound unreasonable. They would
say that they are carrying some of the capital
underspends because they do not have a clue what
the PCTs are doing because commissioning is not
coming together quite as quickly as some people
would like. Is this the PCTs’ fault or is this the
Foundation Trusts making excuses?
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Mr Flory: Undoubtedly we can see in the numbers
that there is a surplus built up in the Foundation
Trust sector and I do not think it is proper for us to
generalise the reasons why that is generated or what
is going to happen next with it. There are a number
of instances that we are aware of—because the
organisations are talking about it quite publicly—
where they are formulating plans to refurbish or to
redevelop some aspects of their infrastructure stock
and I think that that is less to do with the PCTs
declaring their intentions for service change and
more about the Foundation Trust looking at its asset
base, looking at where it can improve. It is what
good businesses do. They generate surpluses and
cash from their business, their operation, and
reinvest it in the asset base of the organisation. I
think there are a number of incidents where that is
most clearly going to be the case, therefore. With
regard to the primary care trusts—

Q21 Sandra Gidley: I am sorry, you say that is what
good businesses do, but I think the public, the
taxpayer, the patients would actually expect this
money to be spent on health. When Foundation
Trusts are sitting on large amounts of money and
somebody cannot get their cancer drugs, for
example, this does not quite seem fair to the person
on the ground.
Mr Flory: Redeveloping or improving hospital or
other facilities is crucial.

Q22 Sandra Gidley: But it is not clear that is what is
going to happen.
Mr Flory: But there are a whole lot of examples
those Foundation Trusts are talking about where
that is going to happen.

Q23 Sandra Gidley: And there are others where it is
less clear.
Mr Flory: In a number that is what is going to take
place. The whole patient experience, what patient
surveys tell us, what patients tell us, is that the
environment in which the care is delivered is a really
important part of quality care. Improving
modernising facilities in which health care is
delivered I think is a really important part of that,
and that is what a number of these organisations are
planning to do.
Mr Nicholson: We have been going through the
process around the Next Stage Review, which for me
was the first time for a long time where we have what
I would describe as a process that had delivered us
what could be described as a set of compelling
clinical visions for what the NHS is going to look
like. We have been going through that process. Every
region now has its vision, its direction, its strategy.
The PCTs have now gone through their planning
process to identify that. If there was an issue in the
past about a lack of clarity about the future or
whatever—and I think it is variable around the
country—then there certainly is not now. We have
absolute clarity. Whether you are talking about
London or the East of England or South Central or
wherever, we now have a clear vision, a clear set of
directions, about what the NHS of the future might

look like, and the PCTs have now gone through their
processes, so there should be no excuse now, if you
like, for one part of the system to say, “We are not
clear what the other part is trying to do.”

Q24 Dr Taylor: Moving on to productivity and
information that we have had from the OYce for
National Statistics, the quantity of health care
provided was 50% higher in 2006 than in 1995,
however the volume of resources going into the NHS
was 67% higher in 2006 than 1995. Does that mean
productivity has fallen?
Mr Nicholson: If you look at the figures from the
OYce of National Statistics—and I think we have
had this discussion before about how realistic they
reflect increased productivity in the NHS—and you
look at the figures across the developed world, you
will see that by those criteria productivity is falling
across the whole of the developed world in
healthcare terms. That is the first thing. You also see
in those figures, interestingly, whether it is the OECD
or the Commonwealth Fund, that the NHS happens
to be at least either the most productive or the
second most productive healthcare system in the
world. That aside, it is always diYcult to deliver
productivity gains when you are building capacity,
and that is essentially what we have been doing. You
will know better than me, but several years ago if you
were a breast surgeon, you would have done your
operations; now you have a multidisciplinary team
of pathologists, radiologists, cancer nurses and all
those sorts of people around you. They do not add
to the number of patients that we treat but they
significantly add to the quality of the service that we
provide. Our view has been with the OYce of
National Statistics’ results that they do not
suYciently reflect the improvement of quality. We
are working with them in order to do it. Whether you
will ever get to one number which will adequately
reflect eYciency and productivity across the NHS, I
doubt, but certainly we are trying to strive for that.

Q25 Dr Taylor: The OYce for National Statistics say
that “amenable mortality” is not falling faster, it has
continued at the same rate of fall for many years. Is
that another sign that we have not got any more
eYcient?
Mr Nicholson: No, I do not think so at all.

Q26 Dr Taylor: You would not agree with that.
Mr Nicholson: No, I would not agree at all. If you
look at mortality in relation to cardiovascular
disease or cancer or almost all of the areas, we are
significantly improving, and in most cases the gaps
between ourselves and the rest of the EU are
reducing.

Q27 Dr Taylor: Can I come on to Better Care, Better
Value Indicators. We talked about these at this same
session last year. When they came out, I thought the
Department had really hit on something brilliant
because the initial indicators that came out implied
that if we improved the way people worked to the
top 70% of PCTs we would save £2 billion. I cannot
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help being terribly disappointed, possibly because I
cannot understand these tables, but it does not seem
that we are saving anything.
Mr Nicholson: Which page are you on?

Q28 Dr Taylor: Ev 153, Table 54. “Better Care,
Better Value Indicators: overall national
opportunity per quarter . . .” This table is pretty
similar to most of them, in that you need about ten
degrees in statistics to get anywhere. What do the
figures mean? If you take the £146 million at the end
of the top column in heavy print, is that what might
be saved if everybody worked at the eYciency of the
best levels? It really leaves me very puzzled, and it is
made worse if you go on to Ev 227. We asked if the
Department could identify any savings occurring as
a direct result, and the answer is, “It cannot be
assumed that movement in the productivity
opportunity translates directly into savings . . .” The
whole idea of this is to make savings. Then: “The
Better Care Better Value metrics set out the
productivity opportunity . . . It will be as a result of
that further action that real financial savings are
generated, but these are not monitored centrally.” So
we are never going to know. I cannot help
remembering when they first came out, when we had
303 primary care trusts, that it was absolutely
noticeable with statin prescribing that the PCTs of
three of the health ministers at that time were in the
290s out of the 303 for poor performance on generic
statin prescribing. It seems absolutely obvious that if
these examples of poor performance were
publicised, possibly passed toMPs, something might
be able to be done about it. With these really
revolutionary and very good ideas for the economy,
the publicity seems to have been nil. At least the
Health Service Journal of 6 November this year did
a brief article. It says that these indicators are sent to
each hospital and Foundation Trust on a regular
basis, but are they doing anything with them? We are
questioning whatever have we been doing with these,
why have they not raised this vast amount of money
that they should do, and how do we make them
work better?
Mr Nicholson: I will try to do my best to find my way
through all of that.

Q29 Dr Taylor: Maybe somebody could explain the
figures to us in the table.
Mr Nicholson: Every health organisation has to
deliver a 3% cashable eYciency gain. That is
identified and set out in the planning and all the rest
of it. If a particular move towards the delivery of a
particular Better Care Better Value upper quartile
performance adds to that cashable eYciency gain,
you can see what it is and it is transparent. But most
of them do not. The reason they do not is because if
you reduce your length of stay on a particular ward,
you can either close the ward, take the three beds out
or whatever, get the savings there, or you can put
three more patients into them. What happens in
those circumstances? The capacity you deliver by
improving your performance on the Better Care
Better Value, generally speaking, gets taken by
capacity of other patients coming in, so you are

improving your eYciency but you are not delivering
cashable savings into the system. That, I think, is the
heart of what you are saying. If you reduce your
length of stay for a particular condition and you save
three beds’ worth of patients for that, you cannot
close three beds on that ward and then reduce the
savings. You will use the capacity to go further on
your 18 weeks or whatever to reduce it, so in that
way you drive the change, not in a way that
necessarily drops out cashable savings. It is
opportunity costs, I guess, that you are talking
about. As we get better at this and as the
measurement gets better and as all the rest of it goes
forward, there should be and are more
opportunities. As the best get better, where you
compare them with the rest of performance, the rest
can get even better. I think it is good news because it
shows there is more to go at, so that when we get, as
we are now, into the real productivity gains that we
need to do there are more opportunities for us to
take it forward.

Q30 Dr Taylor: I think you have chosen examples
that do not raise money but there are other examples
that do raise money, particularly the statin
prescribing—which is the easiest one to understand.
Reducing agency costs, reducing sickness absence
rates, reducing staV turnover, all those should
produce cash savings.
Mr Nicholson: Yes. They will. They do and are
doing. What happens is we do not collect the
information in that way that would identify what of
the 3% cashable savings you would allocate to each
of those Better Care Better Value processes. We do
not collect it in that way.

Q31 Dr Taylor: Would it not be helpful to collect
those sorts of figures? Would it not be possible, so
that one could tell a PCT, “You are improving” or
“You are not improving.” And if you are not
improving, “Why not?” and you have to do
something about it.
Mr Nicholson: These are all inputs, are they not? We
are trying to move away from defining the success of
PCTs by input. It does not work like that. Why
would you do it in those circumstances? It would not
deliver the change that you wanted.

Q32 Dr Taylor: I am looking at it probably too
simply but it was said that we could save £85 million
on statins alone by better generic prescribing.
Mr Nicholson: Yes.

Q33 Dr Taylor: And some PCTs could have saved
something like, from memory, £1.5 million.
Mr Nicholson: Yes.

Q34 Dr Taylor: Why have we not persuaded them to
do that or pushed them to do it and followed them
up and watched if they are doing it?
Mr Nicholson: Of course on statins and generic
prescribing we have done.

Q35 Dr Taylor: Can you say that we have saved
some of that £85 million?
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Mr Nicholson: Yes.

Q36 Dr Taylor: How much?
Mr Nicholson: On generics we can. We have got the
best generic prescribing rates in the world.

Q37 Dr Taylor: Is that in this table somewhere?
Mr Douglas: Yes.
Mr Nicholson: Richard has just said yes, so yes it is.

Q38 Dr Taylor: What we asked was how much
savings had been realised because of the Better Care
Better Value Indicators.
Mr Nicholson: I think it is quite diYcult to do it for
the whole of them but there are some of them we can
do it for.

Q39 Dr Taylor: Is somebody going to explain this
table, which tells me where the savings are?
Mr Nicholson: Richard is much cleverer than me.

Q40 Dr Taylor: I was thinking we might come to
him.
Mr Douglas: Thank you. I think the simplest answer
you get—and I will follow this up for you as well—
is in Ev 227, answer 3. The very last sentence says
that when you take into account change in activity
the productivity opportunity falls by £188 million.
What that should mean, if I have interpreted this
correctly, is that—

Q41 Dr Taylor: Did you write it?
Mr Douglas: I did not write every answer personally.
My interpretation of that and from when I worked
on these before is that productivity opportunity falls
by £188 million and eVectively means you have
realised that opportunity.

Q42 Dr Taylor: So we have saved £188 million.
Mr Douglas: You have realised that saving. I would
like to check that with my colleagues, but that is the
way it has worked in the past. That is saying that you
have realised £188 million of savings in aggregate
against these indicators.

Q43 Dr Taylor: Could you next year you put that it
is saving, rather than “falling in the productivity
opportunity”?
Mr Nicholson: I shall try to write the answer
personally.
Mr Taylor: You need to be careful about the use of
the word “saving” though because that does not
necessarily mean that people have spent less money
on drugs.

Q44 Dr Taylor: Absolutely.
Mr Taylor: It tends to be used rather loosely, as
though money had actually been taken out of the
system, whereas in fact overall the drugs bill has
gone up. We can point to the increase in generic
prescribing for statins, for example. That will have
led to an eYciency saving.
Mr Douglas: In broad terms, if you look at the
tables, a reduction in the productivity opportunity
means a saving has been realised, so the opportunity

to get the saving has gone down, so we have taken
the saving out. An increase in productivity
opportunity means it has gone in the other direction.

Q45 Dr Taylor: I am sorry to labour this, but to go
back to Table 54 on Ev 153, so many of the figures
seem to be absolutely identical in the top half and the
bottom half, and yet when you get to the very
bottom, the total productivity opportunity in the
bottom right-hand corner is minus £188 million and
the total productivity opportunity in the summary
above is £135 million.
Mr Douglas: The diVerence is the extent to which
you adjust for diVerent activity levels. As activity has
gone up, you need to adjust the figure. The bottom
table, the bottom half of it, adjusts everything for
changes in activity levels, and when you adjust for
activity levels that is where you come to this bottom
right-hand corner figure of minus £188 million
productivity opportunity.

Q46 Dr Taylor: So that minus £188 million—
Mr Douglas: Is the same as the £188 million fall—

Q47 Dr Taylor: As the figure?
Mr Douglas: Yes.
Dr Taylor: Thank you. Was I being rather slow on
this?
Dr Stoate: How can we tell?

Q48 Dr Taylor: Moving on, what impact has the
NHS Institute for Innovation and Improvement had
on some of these things like variations in length of
stay, improvements in day-case surgery rates?
Mr Nicholson: They have two roles really in all of
this. One of them is the publication of the
information, bringing it to people’s attention, the
transmission of that information around the system,
making sure that people know about it and all of that
thing. The second thing is to help people go through
the processes that they need to improve, so the
service improvement stuV. They do the work with
organisations to help them get at this sort of thing.
If you need to increase your day case rate in a
particular condition, they can help and support
organisations who have to go through the change
process in order to make that happen. That is their
responsibility in relation to that.

Q49 Dr Taylor: Is there any way that you can plug
these Better Care Better Value Indicators more to
Trusts, to make them to take more notice of them?
Mr Nicholson: One of the central parts of the Next
Stage Review is all about transparency of
information. We will expect in the future, for
example through things like policy accounts, for
individual Trusts to both publish where they are in
relation to those Better Care Better Value metrics
and where their benchmarking group would be, so
that they would be able to account to their local
communities and their boards as to where they
actually were. We think that is a better way of
generating change. Having a big stick from the
centre and telling them what to do will simply not
deliver the kind of change you want. That kind of
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transparency and accountability is seen to us as a
much better way of getting it, so publishing it and
explaining it to their local populations and to their
boards.

Q50 Dr Taylor: Is the Commission for Quality and
Innovation (CQUIN) going to do any good?
Mr Nicholson: In terms of the particular things in
Better Care Better Value, obviously the incentive is
that they get a fixed tariV and if they are able to
deliver it for less than the fixed tariV they can
generate a surplus to use in whatever way they want.
That is a big incentive for them. In terms of CQUIN,
we have said this year that 0.5% of the tariV will be
available for commissioning for quality and
innovation. It is going to be agreed locally between
the PCTs and the NHS Trusts. Our expectation is
that in most cases that will be in the first year for
delivering better data—because one of the issues we
really have to get is the data—but there will be some
improved service improvements in all of that and
then we will build that 0.5% up over the years. I think
in the Next Stage Review it talks about between 3%
and 4% of the tariV. That will be a significant
amount of money available to support those kinds of
incentives. We think between 3% and 4% is the
figure. Certainly the research that we have looked at
internationally is that that is the kind of incentive
that people will respond to. Anything bigger than
that, it becomes too diYcult to manage and people
start to act and behave in negative ways. Any less
than that, people do not take notice of it.

Q51 Dr Taylor: On the opposite, do you have any
ideas for financial penalties for poor quality?
Mr Flory: One of the issues that came out of High
Quality Care For All was this issue of not paying for
never events. This is the work that is being developed
now by the National Patients Safety Agency to
define what those never events are. That will then
move into contracts, so that where that takes place
the provider of care will not be paid by the
commissioner of care.

Q52 Dr Taylor: Is a never event something that
should not ever happen?
Mr Flory: Yes.
Dr Taylor: Thank you.

Q53 Dr Stoate: What a concept! Reduction in total
productivity opportunity. I am amazed that Tesco do
not patent it: “This weekend only, come for your last
reduction in total productivity opportunity”. It is
not surprising that we have diYculty with these
papers. What you will have noticed from Richard’s
questioning is, first, that he needs to get out more
and, second, that we do in this Committee really
want information and evidence for information. We
find week after week that assertions are made and
evidence is lacking. I want to ask a pretty
straightforward simple question: What evidence is
there to demonstrate the value of money in the GP
contract and the consultant contract?

Mr Nicholson: Silence! I am just trying to work out
what you would describe as evidence in those
circumstances.

Q54 Dr Stoate: What do you describe as evidence?
Mr Nicholson: If you look at the GP contract, for
example, we can demonstrate, can we not, through
the way in which the Quality and Outcomes
Framework has moved and the points that people
get, that significantly processed targets have been
improved as far as patients are concerned across the
whole of general practice? That is not a bad way of
describing what value for money was.

Q55 Dr Stoate: It is, but on the other hand is there
any evidence to show that doing something diVerent
might have produced a similar outcome or even a
better outcome? Just because you put some money
in and you have demonstrated an improvement does
not necessarily amount to very much. Doing
something slightly diVerently may have produced a
much greater leverage eVect and we simply do not
know. What evidence have you collected and what
evidence are you currently collecting to ensure that
the money that has been invested in the GP contract
is getting the best possible outcome?
Mr Nicholson: If you are asking me have I got an
alternative to the GP contract which we are costing
as to what the alternative benefit might have been, I
do not have that. That is not what I am doing or
planning to do. What I am doing is looking at how
much money we are putting to the GP contract—
and over the last three or four years, as you know,
the amount that we have been putting in has either
levelled out or gone up only slightly—and what we
are getting out of it. What we are getting out of it is
longer consultation times for patients. We are
getting more patients seen, we are getting an
improvement in the Quality and Outcomes
Framework, and we are now getting better access for
patients in terms of extended opening.

Q56 Dr Stoate: That is obviously very positive but
what about the consultant contract? What evidence
do you have that that has been beneficial?
Mr Nicholson: I think that is more potential than
anything. The thing about the consultant contract of
course is that before we had it there was no
mechanism in which we could manage the time of
NHS consultants. There was a whole series of
notional arrangements around. The consultant
contract put in a much better managed framework,
which is one of the reasons, for example, we have
been so successful in getting consultants to work on
shifts, working out of hours to extend the amount of
consultant cover we have in our hospitals in order to
reduce junior doctors’ hours, but also to increase the
quality of service that we have. We are in a much
better place, therefore, to be able to manage
consultants and their time and I think that will be
increasingly important as we go forward, when we
talk about productivity and change. I cannot in the
same way as I can with general practitioners point
out the benefits that that had to patients in relation
to it at the moment.
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Q57 Dr Stoate: The problem is that in the coming
squeeze, which obviously is going to aVect
everyone’s budgets in some way or another, will you
be able to continue to justify, for example, the
consultant contract? If you have no productivity
outcomes—
Mr Nicholson: It is an important precondition to be
able to manage those productivity improvements,
because unless you have a real control over time
consultants spend at work and the things you expect
them to do through the appraisal process and all the
rest of it, you cannot do the sorts of things that you
need to in terms of managing the workforce better,
so it is an absolute precondition to make it happen
and we will have to do it in order to deliver the
productivity gains that we need.

Q58 Dr Stoate: We want to pick up on Table 69b,
which shows that in 2007 the NHS had
approximately 185,000 administrative and clerical
staV compared to just under 132,000 in 1997. What
is that increase all about and what are the extra
people doing?
Mr Nicholson: As I am sure you are well aware, one
of the biggest drivers in extending the number of
admin and clerical is clinical staV. You will see that
there are similar rises in terms of doctors as there are
in admin and clerical staV. I know myself, having
run hospitals for many years, that every time you
appoint a consultant you need to appoint the clerical
staV to support them. As we drive forward, getting
it so that professional and clinical staV spend more
of their time on direct care with patients, often it is
the admin and clerical staV supporting them that
needs to increase. I think it is a perfectly rational and
reasonable way of taking it forward and that has
made a big diVerence in terms of the way in which
that clinical staV work.

Q59 Dr Stoate: Certainly the anecdotal evidence is
that an awful lot of duplication goes on in NHS
clerical work. Is there any evidence for that or do
you honestly think that al these people are genuinely
necessary and producing improvements in the NHS?
Mr Nicholson: I am absolutely sure. Two things have
been going oV, of course, since 2005. As you know,
we got ourselves into some financial diYculties
during that period on the one hand and on the other
hand we significantly reduced the number of
organisations in the NHS through the merger of
PCTs. During that period, you can see, as we have
squeezed that, the numbers have started to come
down. That reflects both in terms of a drive for
eYciency. I am absolutely sure there is scope for
eYciency in this area as we go forward, but also the
reduction in the number of organisations.

Q60 Dr Stoate: As you have pointed out, there are
an extra 29,800 medical graduates and only 14,000
or so leaving the NHS, which means that there is
going to be a net increase in medical graduates. That
is fine, but have you worked out what they are all
going to do and will they all find jobs?

Mr Nicholson: One of the things that came out of the
Next Stage Review of course is our need to get our
staV planning much better organised. That is why we
have set up Medical Education England, that is why
we have set up the centre that is going to do lots of
exciting manpower planning, staV planning.
Anyway, all of that will enable us to get a much
better handle on all of this. The issue we have at
moment is that we need more doctors not less.

Q61 Dr Stoate: Yes, but if you look at, for example,
what is planned for GP numbers, there is a planned
increase of 30% in GP numbers over the next couple
of years and yet if you look for GP vacancies in
things like the BMA they are simply not there. I am
being told by my colleagues who still take part in GP
training that they are producing an awful lot of
highly qualified and highly trained GPs who are not
going to have practices to work in.
Mr Nicholson: We had the other problem some time
ago, did we not? We had a shortage and vacancy
rates and all the rest of it. It seems to me that for
employers it is a good thing to have more choice over
who you employ and more competition. That seems
to me a good thing. Certainly over the next two years
I would expect an expansion both of consultant
numbers and general practitioner numbers as we
make sure we invest the 5.5% growth over the next
two years in the best possible way.

Q62 Dr Stoate: It is quite expensive to train these
doctors and, as I say, there is good evidence now that
they are finding it increasingly diYcult to find
practices, so are we doing the right thing?
Mr Nicholson: I do not think that tightening the
labour market is necessarily a bad thing. As an
employer, we want to get the best doctors we
possibly can for our patients, and employers having
choice over who they get, so that they get the right
staV, seems to me to be a good thing.

Q63 Dr Stoate: Table 75b shows that between
2003–04 and 2007–08 administrators got a 27% pay
rise, whereas nurses got 19% and ambulance staV got
18%. Has Agenda for Change not simply put more
money towards the pen pushers and less to the
clinical frontline staV?
Mr Nicholson: No, I do not think that is true at all.
As you know, admin and clerical staV are amongst
some of the lowest paid people in the NHS.

Q64 Dr Stoate: So are nurses and ambulance drivers
to some extent.
Mr Nicholson: Even lower paid than ambulance
drivers and nurses. If you look at the long-term
position you can see that there has been much more
equity in the way that has worked.

Q65 Dr Stoate: But 27% versus 18% does seem to
some people to be pushing money towards
bureaucracy and away from frontline staV.
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Mr Nicholson: I do not think that is the case. If you
look at the amount of money that we spend on
clinical staV as opposed to the background
infrastructure of the NHS, you can see that there has
been a massive shift over the last few years.

Q66 Dr Stoate: Table 64a shows that management
costs in the NHS are only 3% of the budget but a
study commissioned from the University of York
2005 showed that total management and
administration costs more like 13.5% of NHS
spending. Do you agree with the 13.5% as opposed
to the 3%?
Mr Nicholson: It was a calculation that the
University of York did. It was all very interesting but
it is a set of researchers doing—

Q67 Dr Stoate: Could it be wrong?
Mr Nicholson: I am not saying it is wrong. If you are
asking me does it reflect the amount of resource that
we put into managing the NHS, then, no, it does not.
I think it is significantly less than 13% in terms of the
resource that we have that manages the NHS on a
day-to-day basis.

Q68 Dr Stoate: Where did the University of York go
so far wrong as to produce a figure four times the size
of yours?
Mr Nicholson: I did not say the University of York
have got it wrong, I am just saying that when we
have looked at the management overheads for the
NHS over the last few years, 3% and 4% has been
consistently the number that has come out of that
process when you compare one year with another. If
you want to invent a brand new definition which
covers a whole series of other issues, that is a matter
for the University of York. I am sticking with the
definitions that we have consistently used, so you
compare one year with another.

Q69 Dr Stoate: You are sticking to your 3%.
Mr Nicholson: Yes.

Q70 Dr Stoate: How much money are you spending
on external management consultancy at the
moment? I could not find that in any of the tables.
Do you have any figures?
Mr Nicholson: No. We have not so far collected that
information centrally. We have started to think
about how we might do it but I think the numbers we
have got are so unreliable at the moment that we are
not satisfied that we have got that number right.

Q71 Dr Stoate: Is that not a cause for concern,
because they are rather expensive.
Mr Nicholson: That is why I think we need to get the
numbers right. Absolutely.

Q72 Dr Stoate: If you have not collected them, it is
diYcult to know if they are right or wrong.
Mr Nicholson: Yes. We think we need to know how
much money the NHS is spending on management
consultancy and we have started the process of
collecting the information. I agree with you, we
should have collected it in the past, but we did not.

Dr Stoate: Thank you.

Q73 Dr Taylor: I was rather stung by Howard’s
comments that I ought to get out and about more
because I do get out and about quite a lot, and what
bothers me particularly is that in certain hospital
wards when the nurses talk to you they are under a
tremendous amount of stress and strain from staYng
levels. Qualified nursing staV increased dramatically
from 1997 to 2005 and then from 2005 onwards they
have pretty well stuck. Would you accept that there
are particularly some wards that seem to do quite
well from the staYng levels—intensive care units,
high dependency units—and some of the more
mundane wards, particularly geriatrics and some
medical assessment wards, are relatively deprived of
nursing staV. Is this something that you get a
picture of?
Mr Nicholson: I do get out and about quite a lot as
well.

Q74 Dr Taylor: I am sure you do.
Mr Nicholson: I do not think that. I would not say
that there was that pattern. There is no doubt that
there has been significant investment in intensive
care and those sorts of areas and numbers of beds
and the staYng levels that we have within them. We
have always said that particular levels of staYng are
a matter for local determination rather than national
norms or whatever. We think that is the best way of
doing it. What I would say, though—and it comes
back to your point on the National Institute—is that
there is a fantastic programme being rolled out
across the NHS at the moment called Time to Care
or The Productive Ward which I think is
extraordinary. Every hospital that I go in you see it.
It is interesting, it was not mandated nationally to do
but suddenly everyone is doing it and it has a massive
impact on the kinds of ward particularly that you
describe there. By simple organisation and simple
management and involving the staV in the way in
which the ward is managed, it can increase by up to
15% to 20% more direct patient time for nurses
because it takes a whole lot of things oV them. It is
a very powerful way of doing this. I think the more
wards take that on, particularly in the kinds of areas
you describe, the better it will be.

Q75 Dr Taylor: Yes. The RCN Dignity in Care paper
has been a tremendous help.
Mr Nicholson: Absolutely. Yes.
Dr Taylor: Thank you.

Q76 Chairman: My local hospital has a far better
choice of doctors than they had ten, 15 or 20 years
ago to be quite frank. That is a good thing because
they can choose who is going to be the best for that
position. If you ended up in surgery and the surgeon
said to you, “I’ll be doing the operation this morning
but I’ve been unemployed for the last three years,”
where do we get the balance in relation to that?
Mr Nicholson: I was not suggesting that unemployed
doctors are a good thing.
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Q77 Chairman: There is an issue of skills and
competencies on an ongoing basis. If we have a
market-place of doctors—and this may be my crude
analysis—how do we accept that somebody might be
bumped out of the market-place for a while and then
come back in, potentially lacking in skills? Where
would the responsibility be to make sure that that
doctor was competent to do something that they had
been doing but maybe had not been doing for a
short period?
Mr Nicholson: First of all, it is the responsibility of
the doctor to keep their skills up to speed and up to
the standards that you would require. I am not
suggesting that unemployed doctors are a good
thing. They are not a good thing. It is very important
that we get the workforce planning as right as we
can. That is why we have set up our Centre for
Excellence as part of the Next Stage Review to get
that connection much more closely aligned. It will
never be absolutely right, but I think we can get it
better. We know there are more doctors coming out
of the medical schools over the next few years but we
also know that we have to deliver shorter hours for
junior doctors; we know we have to provide a much
more consultant delivered service in the future. I do
not anticipate that in the time horizons we are
talking about here we will get to a place where we
have unemployed UK graduates. I do think that is
what we want to do but we do need to be flexible. At
the moment we have to deliver the European
Working Time Directive by August on junior
doctors’ hours and we have a big issue around
paediatrics, obstetrics, and anaesthetics, and so we
are looking at a whole range of things that we need
to do to make sure that we can produce people for
those particular areas. Part of that is retraining,
skilling people up, giving people new opportunities
in our hospitals to refresh their skills, which is
exactly what you have said.

Q78 Sandra Gidley: Moving on to the 18-week
referral-to-treatment waiting target, what have been
the health benefits of introducing targets?
Mr Flory: I think there are a number of ways in
which you can look at this. We have been measuring
the referral-to-treatment times now since March
2007. For the last two months we have set the level
that we set out for patients who unless they choose
otherwise where it is absolutely appropriate would
receive their treatment within 18 weeks. There is a
whole number of dimensions to it, of course.
Previously we have measured and recorded
separately the time people wait for their operation at
hospital. If they are on an inpatient list, that has
come down significantly as part of 18 weeks and,
likewise, the wait for the outpatient appointment.
The piece in the middle of that which we have never
measured in quite the same way previously for a
diagnostic procedure, where people need that as part
of their pathway of care, has fallen significantly.
Whereas if we go back two years there were 200,000
people waiting more than six weeks for their
diagnostic test, their scan or whatever, now it is a
very small number of people waiting more than six
weeks and the median time for wait for the

diagnostic procedure is significantly less than six
weeks. I think that is one part of the patient
experience that has improved unrecognisably by the
18-week drive. Clearly the reduced waiting at all
those stages reduces the period in which people are
in pain, reduces the period of anxiety. It speeds up
for many people the time taken and they can get
back to work and resume their lives.

Q79 Sandra Gidley: Has there been no attempt to
quantify the health benefits? When NICE looks at a
drug, there is always a financial case made for giving
this drug. What was the financial case with regard to
health benefit for introducing this particular target?
I am sure patients love it, but what is the financial
benefit and the health benefit?
Mr Flory: We have not done a structured cost-
benefit evaluation yet of the 18 week programme.
Clearly the concentration of eVort across the
National Health Service as been to achieve this and
it has required genuine transformational change in
the way that services are delivered, in the way that
support systems for booking and so on behind it
work. The date that was set for the achievement of
this was the end of this calendar year. It has been
achieved in aggregate early. We are now
concentrating eVort on those places that have not yet
achieved it to get them up to the standards of the
best. Once we get past there into the next calendar
year and it embeds in the system in the way it works,
then we need to consider how we would do the more
formal evaluation that you have described.

Q80 Sandra Gidley: How are you about to do that if
you did not baseline what was happening before?
Mr Flory: At the very start of the 18-week
programme, when the policy came into place, the
overwhelming and overriding concern of the public,
of patients, and prospective patients, was the length
of time that they were waiting for treatment. There
was an absolutely compelling case, we would have to
say, for us to deal with reducing waits in the way that
we had not before, so the need to do it was there and
obvious. The pull to do it from patients was obvious.
It was not a case of a cost-benefit analysis looking at
fine margins, “Should we or shouldn’t we?”

Q81 Sandra Gidley: EVectively this was a political
imperative rather than an evidence-based health
intervention. I am just trying to clarify. I am not
saying it is good or bad.
Mr Nicholson: One of the things that the 18-week
programme has done is to increase significantly the
amount of diagnostic capacity in the system. One of
the things that is very marked about our system is the
lack of diagnostic capacity: the number of MRI
scans per head of population and all the rest of it. It
has brought us much better into a place around the
rest of Europe and there is good evidence to show
that access to diagnostics has an impact on health
gain generally. I think that is a really positive thing
and it has been a big part of the 18 weeks. One of the
things about the Next Stage Review is that it talked
about quality as the organising principle and it
talked about a definition of quality and it talked
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about quality as being safety, eVectiveness, and
patient experience. One of the things about the NHS
has sometimes been that the experience has been
traded out, in a sense. I think a big, powerful benefit
of this is the improvement in patient experience. We
can show that by the way in which patient
satisfaction has gone up and we can see that
particularly by the way in which public support for
what we are doing and satisfaction in the NHS has
gone up over the last couple of years or so. I think
they are really important things for us in the NHS.

Q82 Sandra Gidley: You mentioned Darzi, and some
SHA areas have set even lower targets.
Mr Nicholson: Yes.

Q83 Sandra Gidley: So that is a patient experience
benefit rather than an evidence-based health impact.
Mr Nicholson: Patient experience is part of it, is it
not? You cannot say that there is a health benefit if
the patients have a miserable experience.

Q84 Sandra Gidley: No, there is the outcome and
there is how you get to that outcome. They are two
completely diVerent things.
Mr Nicholson: Yes.

Q85 Sandra Gidley: Everybody wants a good
experience in hospital but given that some work by
York University—
Mr Nicholson: Them again.

Q86 Sandra Gidley: Yes -- has shown that the health
impacts of reducing waiting times are very small, is
that where we should be focusing?
Mr Nicholson: It is a very narrow definition about
what is a health benefit, is it not? Bruce Keogh, the
Medical Director of the NHS, tells a very interesting
story. Seven or eight years ago, when he was in
Birmingham, he was a cardiac surgeon. The patient,
normally a man, would come and sit in front of him
and their partner would be there. He would say,
“Yes, you need cardiac surgery. These are the risks of
having the treatment and these are the big risks of
not having it,” and the patient would say, “Yes, okay,
I’ll have it,” and then normally the partner would
ask, “Okay, so when can it be done?” and he would
say “18 months.” That would have a massive impact
on somebody, would it not? When he was at UCLH,
before he came to work for us, after the same
conversation his answer was “When would you like
to come in?” That may not have been picked up in
your research project on this—it may not have
been—but that seems to me a massive step forward
in health and patient satisfaction and quality of
service.

Q87 Sandra Gidley: I will accept that from a quality
of service point of view patients will be happy. What
about those patients who are disadvantaged by this
target? I am talking about those for whom the gap
between repeat, routine appointments is being
lengthened and there are now some health
consequences being picked up. I have constituency
casework on this; my own mother has suVered from

this. There is a whole cohort of patients out there
who are not getting a better experience if they do not
have an acute problem. How are you going to tackle
that? Is tackling that next not more important than
reducing from 18 weeks to 17 or 16 weeks?
Mr Nicholson: I cannot comment on the individual
cases that you make but one of the issues that comes
out of the Better Care Better Value initiatives is that
the amount of repeat attendances people have in this
country is way beyond what other health systems
might have had and generally there is an issue about
whether they add much value at all. You might come
back every six months or three months or whatever
and see a diVerent junior doctor and have a diVerent
arrangement and that does not add much to anyone
at all. I have not picked up this issue that you have
just described.

Q88 Sandra Gidley: I thought it had been fairly well
documented. I have read about it in some of the
medical press.
Mr Nicholson: Okay.
Sandra Gidley: Thank you.

Q89 Dr Stoate: The latest PCT allocations give PCTs
an average of 5.5% per annum cash increase in
2009–10 and 2010–11 and yet the overall NHS
budget is going up by 6.7% in each of those years.
Why is there the discrepancy?
Mr Taylor: In practice, for 2009–10 we still have to
make the central budgets. The total allocation, of
course, is composed of allocations from central
budgets and other things and we have yet to make
the central budget allocations for 2009–10, although
we expect to do that shortly. At the moment a certain
amount of money has been held back which will get
out to the system on a non recurrent basis. We have
got the full amount of money for 2009–10, we expect
to play it out to the NHS in due course, but it has not
all gone out in the form of allocations. Between
central budgets and a certain amount of potential for
targeting investment, there remains money to be put
out which will go out to the NHS over the next
period.

Q90 Dr Stoate: That will go the PCTs. Where will it
go? Will it be extra funding for PCTs or capital
projects?
Mr Taylor: That is for decision, but it would
eVectively go down through the PCTs. It is quite a
complex picture this, because you have the central
budgets as well, some of which have been going up
at a slightly higher rate of growth than others. On
dentistry, for example, which is one of the budgets at
the moment, we continue to manage their budgets
through a central fund. So it is not a like-for-like
comparison but the potential is there within the
2009–10 allocation for some extra investment going
out to the NHS and the form in which we do that has
yet to be decided.

Q91 Dr Stoate: So you have got your money but you
are not sure how to spend it. That is unusual.



Processed: 27-05-2009 19:00:16 Page Layout: COENEW [E] PPSysB Job: 427054 Unit: PAG1

Ev 12 Health Committee: Evidence

11 December 2008 Mr David Nicholson CBE, Mr Hugh Taylor CB, Mr David Flory and Mr Richard Douglas

Mr Douglas: I would just add that the overall growth
for revenue is not 6.7% over those years, it is 6.3%
and 6.4% in those two years.
Mr Nicholson: I do not think that it is we are not sure
what to spend it on. There are lots and lots of things
to spend it on. Perhaps I could give you an example.
The big central budgets that are held are research
and development, of which most is already
committed and in fact is ring-fenced as part of it and
which is a massive, massive amount; dental, which is
several billion pounds and which needs to go out as
well; ophthalmology; and pharmacy. There are still
some big budges to go out.
Mr Flory: The total money we have which is
allocated to primary care trusts is now over 80% of
the total, which is higher than at any stage before in
these allocations, so there is more and more going
into the baseline allocations and less proportionately
being kept back.

Q92 Chairman: Some PCTs are over target—and I
understand that, it is historical—and some are under
target and have been traditionally for a long time—
including my own—and we are not there with the
baseline we said they should have. Are we likely to
see that in 2010–11?
Mr Flory: No. It is unlikely. The decision that we
make of course is within the total amount available
for primary care trusts, the extent to which those
primary care trusts who are below their fair-share
target can have more than those who are at or above
the target, and that eVectively is what we have done
in the allocation formula and policy for 2009–10 and
for 2010–11. It is a fine balance this.
Chairman: When do we get there, then? This has
been ongoing for years now.

Q93 Dr Stoate: About 20 years.
Mr Flory: The answer to that, I am afraid, is that
there is no definite date when we do, because of
course it depends on levels of growth in future years
and the extent to which we can therefore have space
to make sure that every PCT, irrespective of where
they are vis-à-vis target, gets more money to deal
with some of the known cost increases and pressure
it has to face, so that every part of the country can
do that, but at the same time those that are below
target get an even bigger share.

Q94 Dr Stoate: Whilst we are looking at percentages,
the hospital tariV is going up by 1.7%, how are
hospitals going to cope with that small increase in
tariV, particularly given the extra pressure that you
are bringing to bear on them, such as screening for
MRSA and introducing NICE recommendations
and so on, all of which will significantly add to their
cost pressures, and yet you are expecting them to do
it on a 1.7% uplift on their tariV.
Mr Flory: Yes. The numbers of course are a net uplift
after taking into account a 3% eYciency requirement
that is there across all parts of the service, so the
gross uplift is 4.7%. that builds in with what we now
know about the agreed pay awards, it builds in an
uplift in line with GDP for non pay pressures. It does
recognise the increase in costs that will be borne

because of drug costs and through NICE and so on.
It recognises various other particular cost increases
that the service will face. For example, David
referred earlier to the European Working time
Directive, so there is now some money that is being
put into tariV to enable providers of care to meet
some of those increased costs.

Q95 Dr Stoate: Is it realistic or practical to expect a
3% eYciency saving whilst they also have significant
pressures, as I have said, on some new initiatives they
have to introduce?
Mr Flory: Yes.

Q96 Dr Stoate: You think they can still do that.
Mr Flory: Yes. The 3% per year for each year of the
CSR, they have all known about it right from the
beginning, we have worked through it with them, it
is perfectly possible for them to make.
Dr Stoate: I will have another go at my GP and
hospital doctor contracts. Are there measurable
health gains in paying doctors more money?
Sandra Gidley: Declare your interest.

Q97 Dr Stoate: I declare an interest on this, of
course.
Mr Nicholson: To the doctors?

Q98 Dr Stoate: To the NHS. It is a very simple
question. You have told me that that the GP
contract is producing good results, and I accept that.
You are telling me that the consultant contract is
potentially going to produce good results.
Mr Nicholson: Yes.

Q99 Dr Stoate: But much of the money has in fact
gone into increased wages. I am asking where is the
health gain from simply putting more money into
increased wages?
Mr Nicholson: I am sure the University of York will
do a research project on this, but it seems to me that
there is a whole range of issues here. If you take the
GP contract, to go back to that, when we launched
the GP contract we could not recruit GPs. There
were big vacancies around GPs, so the health
disbenefit of not being able to get a GP was quite big,
particularly in those areas which are under-
doctored. I think there are health gains in relation to
the amount of time a GP can spend with their
patient—which has, as you know, gone up
significantly—and by improving access. I think there
are health gains in all of those things, as well as the
process things in the Quality and Outcomes
Framework.

Q100 Dr Stoate: The programme budgeting table on
Table 24 tells us an awful lot about expenditure on
services and individual services but it does not tell us
anything about the relative benefits of those
expenditures, which was another point I was trying
to raise earlier, but this phrases it rather better. What
I want to know is when we are going to get data
which shows actual outcomes achieved by particular
services so that we can in some way compare services
to see if we are getting best value?
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Mr Douglas: All the programme budget information
tells you in this form is how much you have spent—
you are absolutely right; that is all there is—but at a
local level as well people can access information
linking outcomes. So they can look at the outcomes
of each those disease areas, they can look at those
against the level of spend, they can look at them
against the level of spend and the outcomes in other
areas. The whole idea of having programme
budgeting is to produce both the cost base that is
there and then at a local level people can use the
outcome data and compare costs with outcomes,
look at what the balance with investment is, but that
is done very much at a local level. This is something
for PCTs to do themselves.

Q101 Dr Stoate: It is also something I believe the
Government should be doing, or certainly
departments should be doing, to make sure that the
money you are allocating to particular services does
show a benefit that might possibly be a greater
benefit elsewhere if the money was allocated
diVerently. If you do not collect that data, we cannot
know the answer.
Mr Nicholson: No. In a sense that is what the
revolution underneath the Next Stage Review is all
about, and that is why myself, the Medical Director
and the Nurse Director have recently written the
whole system around metrics about collecting
information that reflects properly the quality of care
that clinicians and front-line staV produce. One of
the dangers in the past that we have had is that if at
the centre decide what are the important things to
measure, we have got no ownership. You know, the
NHS collects more data than almost any other
health system around, but it is not owned by people,
it is often not accurate, people do not think it that
really reflects the quality of service they provide: so
what we have started to do, as you know, is to go out
to the system and say to people what are the things
that truly reflect the quality of service that you
provide, and out of that process will come a whole
set of things that we need to collect across the
system. So we will get to a place where we have a
really good set of metrics which do reflect the quality
of service to our patients so that we can then
benchmark it and describe it, but what we have
decided to do is to do that from the bottom up,
which will take longer, I know, but I think will give us
a much better idea about the quality of service, and
people will produce those as part of the quality
accounts and all the rest of it.

Q102 Dr Stoate: If you are going to do that at local
level, is there not a case to base PCT allocations on
public debate and public discussion at individual
PCT level? Should not the public eVectively decide
what allocation their PCT gets?
Mr Nicholson: How would that work?

Q103 Dr Stoate: Because if you are suggesting that
people have got access to all of these outcome data,
they can see for themselves what they are getting,
should they not then have a say in whether they
think their money is being spent in the best way?

Mr Nicholson: No, that is a diVerent thing. I think
the allocations should be based on a formula, it
should be based on need as far as possible, rather
that clamour of individuals in a local area, but how
money should be spent within the particular local
area, I think the public should have much more of a
say in all of that. PCTs should be much more
accountable in the way that they work with their
local population; absolutely.

Q104 Dr Taylor: We are coming on to the private
finance initiative, please. First, a general question.
How has financing for planned PFI project been
aVected by the credit crunch? We gather that the
Government is bailing out three of the banks that are
major funders of PFI schemes. Does this not give a
risk that the Treasury might be lending itself the
money?
Mr Taylor: Quite possibly.
Mr Flory: In the current climate, currently the
capital for PFI projects is less available and is,
indeed, more expensive, and it does raise questions
and issues about how—

Q105 Dr Taylor: That means for further new PFI
projects?
Mr Flory: Yes.

Q106 Dr Taylor: But the existing ones: is the cost of
those not going up?
Mr Flory: The cost of those, in terms of the existing
schemes and the new unitary payment target, is
fixed.

Q107 Dr Taylor: It is the proposed ones that are
going up?
Mr Flory: Yes.

Q108 Dr Taylor: So how is that going to be coped
with? Does that mean the numbers of beds will be
cut?
Mr Flory: For the forthcoming period within the
next year, there is only one scheme that we expect to
come to financial close. It is the scheme in North
Bristol, South Gloucester. We cannot say how the
credit markets will be at the time that that comes to
financial close, we will have to simply deal with that
when we get there, but that is the only scheme in the
next year.

Q109 Dr Taylor: Going back to the tables, these are
9A to 9E, evidence 17 to 19, the first one, 9A, which
is the regional summary, I can understand that, but
if we move on to the one for the West Midlands,
which I thought I understood, if you look at the
Worcestershire acute (this is 9F) payment apparently
stopped in 2001?
Mr Flory: I presume that is when the scheme opened.

Q110 Dr Taylor: Yes, but we are going on paying, so
why does the figure—
Mr Flory: These are the capital spend profiles. When
the scheme completes the period of capital spend
ends. Clearly, the unitary payment goes on beyond
that.
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Q111 Dr Taylor: That is the mortgage and the
service charge?
Mr Flory: But that is not classified as capital spend.

Q112 Dr Taylor: Right. So why on the SHA scheme,
which is the 9A, do the things go on increasing all the
time? That, again, is just capital spend?
Mr Flory: Yes, it is. Obviously, for the years ahead,
it is projected spend on schemes that are not yet at
close.

Q113 Dr Taylor: So do we have somewhere the total
cost including the unitary charges?
Mr Flory: We have got the—

Q114 Dr Taylor: Have I just not found those in this
huge tome?
Mr Flory: I think Table 12 and 13 deal with unitary
payments. On that table what we see for schemes
that are now operational is what the unitary
payment is in year eight or nine. They are now quite
separate things, of course, but the term of the
contracts on each of these will be slightly diVerent
and, therefore, we cannot include in here a total. We
do not include in here a total estimated unitary
payment for the remaining term of that contract; we
highlight it as one year.

Q115 Dr Taylor: Taking, again, evidence 37, the
Worcestershire group, the unitary fee at the
completion was 19,399—that is millions—going up
to 24 million. Is that fairly typical of the increases
across the board?
Mr Flory: I do not think that it is possible to say
what is typical across the board on these. There are
diVerent reasons in diVerent schemes for changes in
the unitary payment. One of the benefits that we
have experienced in these PFI schemes is a flexibility
to adjust specification or to adjust component parts,
and diVerent schemes have taken that forward in
diVerent ways.

Q116 Dr Taylor: Going on to keeping NHS capital
stock up-to-date, are we going to be able to manage
that for the next five years or so? That is not talking
about just PFI; that is talking about all the NHS
capital stock. There must be a vast amount that
needs spending just to keep things up-to-date.
Mr Flory: Yes, the regime now that applies for NHS
trusts, where the majority of the asset base will sit, is
one whereby, according to the strength of the trust’s
balance sheet, it will be able to raise cash through
loans to be able to refurbish its capital stock. Clearly,
the acid test in that is that the revenue that the trust
can generate is able to service those loans, and as
long as it can do that and keeps its borrowing within
its borrowing limit, then it is free for the trust to
make those decisions.

Q117 Dr Taylor: So you are reasonably confident
that the stock will be able to be kept up-to-date?
Mr Flory: Yes.

Q118 Dr Taylor: We understand from April next
year PFI can no longer hide debt oV balance sheet.
What diVerence will that make?
Mr Flory: It will make a diVerence for the trusts that
have PFIs, and we are clear in the Operating
Framework that we have just published for next year
that whilst the capital costs of that, the value coming
onto the balance sheet, in itself will not impact upon
the trust, it will not need to raise capital resource to
cover it, that will be dealt with by us, but then for the
trust when it comes onto the balance sheet, of
course, there are revenue consequences in terms of
you need to depreciate for replacement and the trust
will need to build that into their own funds.

Q119 Dr Taylor: Was there any truth in the Heath
Service Journal or report that some NHS
organisations are setting up charities to take over
their PFI contracts?
Mr Flory: I am not aware of any specific instances
where that is the case.
Mr Douglas: Let us be clear on the PFI. We have an
agreement with Treasury that Treasury cover the
impact of any classification changes of PFI schemes
coming onto our balance sheets. So that does not
aVect either the department’s capital resources in
this spending period or the NHS.

Q120 Dr Taylor: So you think things are fairly safe
from that point of view?
Mr Douglas: We have an agreement with Treasury
that the impact of that will be neutral in our budget
in terms; so any change in classification is treated as
neutral during the spending review.

Q121 Dr Taylor: Are there changes coming up in
NHS capital charges? Are PFI buildings going to be
regarded as capital assets on which capital charges
have to be paid?
Mr Douglas: EVectively you are create an assets,
there will be a capital charge, but the way the
accountant will work, you will eVectively be
oVsetting that against the unitary charge you are
already paying to the private sector. So you are not
doubling up and suddenly paying a double charge.

Q122 Dr Taylor: So it will not be charge on top of
the unitary charge?
Mr Douglas: It will not be a charge on top of it; the
two of them have to eVectively work together. It may
lead to some slight increase in the early years of the
scheme and some slight reduction in the charge in the
later years of the scheme based on almost how the
mortgage eVect of it works, but you do not get hit
twice. You do not get: here is a unitary charge
payment and here is a massive capital charges as
well.

Q123 Dr Taylor: That it not just an accounting
dodge to obscure it?
Mr Douglas: We do not do accounting dodges.

Q124 Dr Taylor: You do not.
Mr Douglas: No.
Chairman: Not any more!
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Q125 Dr Naysmith: Can I, first of all, apologise for
being late. I was at a meeting elsewhere and I
underestimated the time that I needed get here. It
was in Senegal! This is one of the most interesting
meetings of the year for me. It has been very
productive in the past, as Mr Douglas will know, so
could I just continue with something along the lines
that often come up here. You mentioned, Mr Flory,
the North Bristol and South Gloucestershire PFI,
the North Bristol Trust. Last year in the 2007
Memorandum it was valued at 382 million and in
2006, Table 9K, it shows it as now valued at 475
million. What could be the reason for that increase?
Is that to do with the credit crunch?
Mr Flory: As the scheme goes through the later
stages of its planning phase, and so on, then these
numbers can move.

Q126 Dr Naysmith: It is at the outline business case
stage at the moment. So the figures are still going up,
are they?
Mr Flory: I do not know the detail of exactly where
those figures are now and what might happen in the
short term, but the change that you refer to year to
year simply reflects the updated planning position on
the scheme.

Q127 Dr Naysmith: I really want to talk about
independent sector treatment centres. I apologise if
some questions have already been asked on that
while I have been away. It is a subject that comes up
regularly in this committee when we have you before
us, and the Secretary of State, but the data in Table
17A of the first wave of ISTC’s performance shows
that most of them are still failing to do a large part
of the work for which they were guaranteed payment
when the contracts were agreed. It varies from 9%,
25%, up to 110% in one instance, and one of the best
performing ones, of course, is the one at Shepton
Mallett, so Sir Ian will be very pleased about that.
Why is there such a variation and why are so many
of them still failing to do the work that they are still
being contracted to do?
Mr Nicholson: The reason the independent sector
treatment centres were set up was not just one of
capacity—it was not just that we needed more
capacity, it was that we needed a diVerent kind of
capacity as well—and they are all absolutely
dependent on patients making choices and GPs
advising and helping them to make those kind of
choices. That is absolutely what they are dependent
on. We took a judgment, as you know, in order to
increase the variety of organisations that were
providing these kinds of services, that we would
provide some certainty in all of that. Hence the extra
tariV and hence the arrangements that are in place to
make sure that they get guaranteed income. In some
places, you are absolutely right, they have not
delivered in the way that we would have hoped that
they would deliver, and we are absolutely, with the
strategic health authorities and the PCTs, working
with them to see how we can best make sure we
maximise the benefits of those systems, but it is often
diYcult. The people that are expressing choices,
individual patients, are saying they would rather go

to their local hospital, or they would rather go to
hospital X. It is very diYcult in those circumstances,
I think, for us to override that choice. There are
general practitioners who have particular
connections with other hospitals that they want to
continue with, and, again, it is very diYcult to
override all of that.

Q128 Dr Naysmith: Could not some of this have
been foreseen when these contracts were made. You
mention flexibility for the inflow recently.
Mr Nicholson: Yes.

Q129 Dr Naysmith: But there was no flexibility in
some of these areas.
Mr Nicholson: No, I am sure it was foreseen and the
judgment was taken. How do you both, on the one
hand, increase the choice and plurality in the system
and, on the other hand, get the best value for
taxpayers? The judgment was taken that it was
worth spending some money in order to create that
market. That is essentially the judgment that was
made.

Q130 Dr Naysmith: Some people say that these
contracts have given the taxpayer a very bad deal.
You would say that is purely in financial terms. If
you look at it purely in financial terms, there may be
case for that, but you are saying there were other the
reasons for doing it: choice, competition?
Mr Nicholson: Yes, choice and competition.

Q131 Dr Naysmith: That is the real underlying one.
Mr Nicholson: The idea behind it, of course, was that
by providing more choice and competition in the
system, not only would you give individual patients
that choice but that the NHS would respond to
improve the quality and access of the services that it
provides as well, and that demonstrably has
happened around those places.

Q132 Dr Naysmith: Everyone is very confident
over that.
Mr Nicholson: Absolutely not. I want those
independent treatment centres to be working all the
time—all of those patients, all those slots to be filled
and us to get the maximum benefit out of the money
that we are spending—and that is why we are
working with PCTs and strategic health authorities
to see how we can boost the use of the independent
treatment centres.

Q133 Dr Naysmith: The Healthcare Commission
said in July that the quality of the data provided by
ISTCs on what they are doing continues to be poor.
Do you agree with that and, if so, what are you doing
about it?
Mr Nicholson: There undoubtedly has been an issue
about all of that. We are working with both the
independent treatment centres, the organisations
that run them and the PCTs to make sure that we
significantly improve the quality of data that they
are getting, and it is already improving; I think you
can see that. The other thing is that the introduction
of quality accounts, which will be absolutely crucial,
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I think, over the next year, is equally applicable to
independent treatment centres as it is to NHS
organisations as well. So they will have to produce
annually a report on the quality of service that
they provide.

Q134 Chairman: How long is this going to take? This
committee pointed this out, I think, in 2006. It was
one of the earliest reports we did following the last
General Election. How long does it take before we
are able to look in a quantifiable way at what is
happening inside these health centres?
Mr Nicholson: We have got a quantifiable way of
doing it at the moment. The issue is whether the data
is comparative to what we collect in the rest of the
system. We will have to do this for 2009 in order to
deliver the quality accounts in the way that we need
to do.

Q135 Dr Naysmith: We have also mentioned before
that by their nature ISTCs take the easier cases and
leave the diYcult ones for the National Health
Service. In general that is true. They are set up to do,
as you know, lots and lots of similar procedures and
that sort of thing. How is this going to be taken into
account in determining the payments that you have
just been talking about under quality incentive
schemes like CQUIN and the Payment by Results
tariV?
Mr Nicholson: Because the first wave of the
independent treatment centres are not on tariV,
CQUIN, as it stands at the moment, would not be
applicable to that. We would expect them to deliver
the highest possible quality through the existing
payment arrangements. However, as we develop
independent treatment centres—and, of course, as
you know, over the last 12 months or so we have
implemented what is described as free choice, so
there are now another 127 diVerent private hospitals
around the country that are oVering NHS services at
tariV—like all the rest of the NHS, 0.5% of the
uplifted tariV will be available to them if they can get
an agreement with their local PCT about how they
can demonstrate the improvement of quality of
service and get the data right.

Q136 Dr Naysmith: So it is going to happen, is it?
Mr Nicholson: Yes.

Q137 Dr Naysmith: Okay. Let us turn to the future
role of the private sector in the National Health
Service. There are all sorts of other “for profit”
healthcare providers in the NHS—ISTCs, APMS
contracts, walk-in centres, the extended choice
network and the free choice network, and there are
one or two others as well. What do you think the
impact of the credit crunch will be on this experiment
with its increasing volume of “for profit”?
Mr Nicholson: There are some really big issues for
us, I think, as we go forward in relation to this, not
least of all because, if you take the first wave ISTC
contacts, they will all come up for renewal in the next
couple of years or so, right at the time when we have
delivered 18 weeks and right at the time when, as you
say, the economic circumstances will change

significantly. What we have consistently said is that
once those contracts have ended, essentially they get
their money driven through patient choice, there will
be no extra arrangements put around them, which I
think is obviously going to create for them some
diYculties; and we will have to think about how we
can manage those diYculties going forward if we
want to keep choice and contestability in the system,
which I think we do, and it is certainly something
that our patients tell us that they want.
Mr Taylor: We are also looking at the impact of the
downturn on third sector organisations, which are
key providers of many services to the NHS. So it is
not right to just think of it in terms of the impact on
the private sector, but we need to look at the third
sector as well.

Q138 Dr Naysmith: What is the evidence that any of
these initiatives have been really good value for
money? We have just been talking about it with
ISTCs but a lot of these organisations are not really
rigorously tested against NHS provision. They
might provide the competition, but how do you
know that they are providing good value for money?
Mr Nicholson: If you take the second wave of ISTCs,
of course, they all have to provide a tariV. In fact,
some of them are providing it below tariV, so we can
demonstrate better value for money on a
considerable number of the second wave ones. As far
as the first wave ones are concerned, you are
absolutely right, an element of the money that we are
spending is in a sense a payment for providing choice
and contestability.

Q139 Chairman: The first phase of ISTC contracts is
going to end. What happens if they are not renewed?
You have got this building there, the potential to do
work for NHS patients. Could you foresee a
situation where maybe a foundation trust or two or
three foundation trusts would say, “We will buy it
and use it”?
Mr Nicholson: There is a whole variety of deals that
were dumped on us, there is a whole variety of
agreements that were made at the time around the
capital. Some of them revert to the NHS, some of
them revert to the private sector, for some of them
there are special arrangements in relation to them,
but I can absolutely see a case where a foundation
trust or another health organisation might take
one over.

Q140 Dr Taylor: Dentistry. You will be aware that
we did a fairly scathing report on the dental contract,
and we have now got some up-to-date figures since
the big green book, and the figures we have been
given are that in the two years ending 31 March
2006, 28.1 million patients were seen by dentists, in
the two years ending 31 March 2008 it had dropped
26.9. What does that tell us about the eVect of the
contract?
Mr Nicholson: It is taking time to see the benefits of
it. I think that is what it says. That is what it tells you.

Q141 Dr Taylor: That is the most optimistic
statement I think I have ever heard!
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Mr Nicholson: Thank you. I take that as a
compliment. I not am going to sit here and say
everything is absolutely fantastic as far as dentistry
is concerned, but I have no doubt that we will see the
benefits in the next two quarters in relation to those
figures and we will see an improvement, but there is
no doubt that we need to do something in order to
improve it and we have taken note of the conclusion
you came to. All I can say about that is the Secretary
of State is going to make an announcement
tomorrow about dentistry, so I would leave it to him.

Q142 Dr Taylor: Tomorrow?
Mr Nicholson: It is tomorrow, is it not? Tell me it is
tomorrow.

Q143 Chairman: Could you just clarify that, because
normally they make statements when we debate our
reports, which is due next Tuesday.
Mr Nicholson: Oh, well, it might be next Tuesday.
The Secretary of State is about to make an
announcement on dentistry, and so I would like to
leave it to the Secretary of State to tell you.

Q144 Dr Taylor: But you are confident that in the
two years from now on we will see that figures are
picking up?
Mr Nicholson: Yes; absolutely.

Q145 Dr Taylor: If we are still here in two years we
will hold you to that?
Mr Nicholson: And if I am! I thought it would say
that before anybody else does.

Q146 Dr Taylor: Have we any idea of the number of
people in each area who still cannot find an NHS
dentist? I am aware that many PCTs have set up new
services, but are there still appreciable numbers who
really cannot find an NHS dentist?
Mr Nicholson: Yes, in 30% of our PCTs it is getting
much better and they are opening new capacity and
it is working well. In about 60–70% of our PCTs we
have not seen that level of progress, and that is one
of the reasons that the Secretary of State will be
making the announcements that he will be over the
next couple of days to improve that position across
the board.

Q147 Dr Taylor: So there is going to be pressure on
PCTs to improve it?
Mr Nicholson: Yes.

Q148 Dr Stoate: I want to move on to the National
Programme for IT. The NAO, as you know, of
course, found that the Care Records Service is now
four years behind schedule?
Mr Nicholson: Yes.

Q149 Dr Stoate: Are you confident is not going to
slip any further and we will actually have a workable
system by 2015?
Mr Nicholson: Yes, I am confident that we will have
a workable system by 2015. The thing about the
National Programme for IT, I am sure you will be
aware, is that it has had some diYculties delivering

part of it but there have been significant
improvements as well. The PAX systems, the
CUMAS systems, the Spine, the electronic
prescribing which is starting to be rolled out, the GP
systems of choice. All of these things are either
moving forward or have moved forward, some of
them ahead of time, but there this bit you have just
described where we have had some diYculties, and
part of the diYculty has been that there are not the
products available to do the things that we want
them to do. Nowhere else in the world do they
provide services quite in the way that we do. If you
take, for example, the Cerner system, which is being
deployed in London and the South, functionality is
fantastic clinically but it is also based on billing, it
has been developed in America and is based on
billing and does not take into account a whole series
of issues around 18 weeks and patient tracking that
we need, so we are having to change all of those.
That has been part of the issue, getting the product
absolutely right, and we are still not absolutely there.

Q150 Dr Stoate: Should we not have been more
realistic in the first place then? Surely these things
should have been foreseeable. To have slipped by
four years so far is not a very good result, is it?
Mr Nicholson: It is not a good result. I would have
hoped that we would have removed it even before
that. On the other side, of course, is that the benefits
of the way in which we contracted for the National
Programme for IT did save several billion pounds in
procurement costs, and that has been independently
evaluated, but we do not pay until we get—it is based
on Payment by Results. So, as you will know, in the
past when there have been IT problems, scandals in
government and all the rest of it, government have
ended up paying a lot of money for something they
have not delivered, we do not pay for it. We have
only spent, I think, about 28% of the money
available to us for the National Programme for IT.
I wish we had spent more, but it has proved a very
eVective way of taking things forward. We have got
to think about how we take it forward because, you
are absolutely right, we cannot go on and on for this.
There is good evidence now that the Lorenzo system,
which will be available for the North Midlands and
East of England, is just very tentatively being tested
in Morcambe Bay and good results are coming out
of that, but we need to be very careful about that. We
have got some serious issues around the Cerner
system, particularly in London at the Royal Free,
and what we have said to Cerner and BT is they have
got to solve that problem at the Royal Free before we
will think about rolling it out across the rest of the
NHS. So I think we are at a quite pivotal position in
terms of the programme for IT. If we do not make
progress relatively soon on this, I think we are going
to have to rethink it through.

Q151 Dr Stoate: You have now introduced,
apparently, an information management technology
survey, in which you are going to introduce firmer
measures. When are we going to see some results
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from that and when are we going to be confident that
costs are not simply to going on escalating in the next
five years?
Mr Nicholson: They are not escalating. That is the
whole point.

Q152 Dr Stoate: That is what you said before. We
keep hearing of slippage; we keep hearing of cost
overruns. Are you now saying you have not a
guaranteed figure that you are not going to exceed?
Mr Nicholson: First of all, I do not know where you
have heard about these cost overruns, because we
have not had cost overruns in terms of the National
Programme for IT. Where we have spent more
money it is because we have asked for more
functionality or wanted new things. The basic
contracts with the local service providers are fixed
for the whole period, and so we are confident we can
hold on to that as we take it forward. At the end of
the day, as you know, Wanless in his work talks
about 4% of the revenue of the NHS being spent on
IT as a waste. We have still to get there. But, as I say,
we have got some really diYcult issues to tackle in
the National Programme right at this very moment.

Q153 Dr Stoate: One of which is to replace Fujitsu.
Have you got any plans to replace Fujitsu,
particularly for the southern cluster?
Mr Nicholson: I was involved in the discussions with
Fujitsu around all of that, and we terminated the
contract because we did not believe that they would
be able to deliver what they said they would, and it
is now subject to a whole set of legal discussions at
the moment. There are a number of options
available to us as far as the south is concerned, and
we are working our way through them. The first
option is that one of the existing LSPs take them
over, so BT or CSC or a combination of both, and
we are we are working through that with them, or
there is an alternative in going for another local
service provider outside of those, and we are
currently working through that. We will be making
a decision in February, I think, around what to do
with that.

Q154 Dr Stoate: Finally, what plans are there to have
workable connectivity for pharmacy with the NHS?
At the moment pharmacists are pretty much out on
a limb and it makes it extremely diYcult for them to
provide the care which we are asking them to deliver?
How can we get connectivity with them?
Mr Nicholson: We are working through that at the
moment. As part of the electronic prescribing, we are
working with the pharmacists at the moment to find
out what the best—. We have got the technological
solutions to it, it is how we finance that arrangement
we are getting in place, but I would hope we have
made progress over the last 12 months in relation
to that.

Q155 Dr Taylor: I am going to test your optimism a
little bit more. Coming to back to the European
Working Time Directive, you have already touched
on it and you have told us that paediatrics, obstetrics
and anaesthetics are going to be the diYcult ones.

The Royal College of Surgeons, I gather, recently
has suggested that over half the trusts are not really
ready to do this. Does that mean they have not got
down to the 56 hours, if that was the previous
requirement?
Mr Nicholson: No, it is the requirements for August
of this year.

Q156 Dr Taylor: It is to get down to the 48?
Mr Nicholson: Yes.

Q157 Dr Taylor: What is going to be the cost of this?
Mr Nicholson: First of all, it is perfectly possible to
do. The North West region of the country has
delivered the 48 hours 12 months early for 97% of
their doctors, so it is perfectly possible, with
planning and organisation, to make it happen. We
have an issue at the moment about how we are
doing. Our figures show us that over 60% of
organisations have got plans in place and have got a
process in place to deliver everything by August.
Both the Royal College of Surgeons and the Royal
College of Physicians are worried about those
figures—they think they are overstated—so what we
have agreed to do, jointly with the Royal College of
Physicians, is do a proper analysis and survey, a
quick one, over the next few weeks to see where we
actually are in practice. We have got until the end of
January if anyone needs, I think, derogation is the
right word, for them to talk to the department about
it to see whether they simply cannot deliver it so we
need to go to the European Commission to ask for
derogation. I would expect there to be none, or very
few, that we would let through, because our
expectation is it can be done given what the North
West have said. Our calculation of the cost of it all is
just over 300 million. We put 100 million in the tariV
for last year to enable them to take it forward, we put
150 million in the tariV uplift for next year, to put it
in place and we are allocating 50 million across the
strategic health authorities. We have done that in
conjunction with the Royal College of Paediatrics,
Obstetrics and Anaesthetics, so that we have a 50
million pot particularly to help in paediatrics,
obstetrics and anaesthetics. So it comes to just over
£300 million altogether.

Q158 Dr Taylor: What have you said to the
criticisms, particularly coming from some of the
junior surgeons, that although they approve of
certainly a cut in hours, this cut to 48 is going too far
and really reducing their actual experience and the
actual training that they get?
Mr Nicholson: That is part of a discussion that we
are having with the surgeons at the moment. There,
are as you know, all sorts of ideas about perhaps
extending training or doing it in slightly diVerent
ways. All we do know is that 80% of surgeons say
that the training is excellent.

Q159 Dr Taylor: As the Government have shown
that it can tell Europe where to go over the Post
OYce card account, where it actually pulled out of
the tendering exercise completely unilaterally, you
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do not think we should be a bit like some of other
continental countries that are taking less notice of
the 48-hour absolutely strict directive?
Mr Nicholson: I start on the premise: do we really
want our junior doctors to be working more than 48
hours a week?
Dr Stoate: We did, did we not, Richard? It did not
do us any harm?

Q160 Dr Taylor: We certainly did far too much, but
do you not think from the training purposes that 48
hours is going just a bit too far?
Mr Nicholson: No, we do not believe that is the case
at all. As I say, whilst we have opened the door, the
door is ajar for people to say they need derogation
because some things are so complicated therefore
they cannot be done in time, I would be reluctant to
take any of those forward. We needed an expectation
that our junior doctors work reasonable hours.

Q161 Dr Taylor: But if you absolutely had to, you
would tell Europe to get lost?
Mr Nicholson: We would not tell them to get lost, no,
somebody else would. We would seek derogation.

Q162 Dr Naysmith: Before you leave that topic, I
wonder if I can quickly ask: do we have any reliable
figures as to how much it is going to cost the NHS to
introduce the Working Time Directive in full?
Mr Nicholson: Right back from when we first did it.

Q163 Dr Naysmith: How much a year is it costing to
do it?
Mr Nicholson: I have not got those figures to hand.
I am happy to give them to you if I can find them.1

1 The European Working Time Directive introduces a
commitment to reduce the number of hours worked per
week from the current 56 hours, to a 48-hour week from
August 2009–10. The Department has estimated that the full
cost of implementation could be around £300 million per
year.
This calculation is based on an analysis of the diVerence in
doctors being 100% compliant at 56 hours and 100%
compliant at 48 hours, so includes a valuation of:

— the diVerence in pay to existing doctors; and
— an assessment of the value of hours lost.

There are a number of complicating factors that mean the
calculation can only be approximate, for example:

— diVerent applications of “banding”; a form of job
intensity payment;

— extent to which additional training will be
necessary to make up for the lost hours; and

— extent to which more eVective design of rotas has
mitigated the need to cover for the hours lost.

Set against this cost are significant benefits to patients:
reduction in errors; better outcomes; and an improved
patient experience. The commitment in 2009–10 continues a
trend to limit the hours worked per week. The commitment
to limitworking to 56 hours perweek was introduced as part
of SiMAP/Jaeger in 2004. This followed the New Deal,
introduced in the NHS in 1990 to limit the hours worked by
junior doctors to 72 hours.
The Department’s assessment is that it would not be
appropriate to calculate an historic annual time series of the
costs of implementation. Accuracy would be highly
dependent on detailed knowledge of changes to particular
working practices adopted by local organisations over a
number of years. This level of detail information is not
held centrally.

Q164 Dr Taylor: Coming back to foundation trusts.
Can you give us any idea of the number of trusts that
really do not have much hope of making foundation
trust status?
Mr Flory: Clearly, there are 112 foundation trusts
now. We are trying to bring a bit more discipline into
the process by which potential foundation trusts are
assessed and the time-line in which it might be
happen, with a view to completing the programme
during calendar year 2011, and we will know in 2010
how everybody was going to go forward. There are
clearly some organisations over which there is a
doubt as to whether they could progress to
foundation trust status, particularly in that
timescale, because of some longstanding financial
problems that they have experienced in the past. So
we have not taken the view, and certainly SHAs have
not taken the view yet, that there are some that
definitely are not going to make it, but over the
course of the next six to 12 months I think we are
going to have to bring certainty to that one way or
another so that we can begin to develop alternative
ways forward for any trusts that are not going to
make it.

Q165 Dr Taylor: So in the next 12 months you will
have a better idea?
Mr Flory: Yes.

Q166 Dr Taylor: I think Monitor have told us that
they only take two things into consideration: one is
finances and the other is the state of governance, as
those are the really crucial things. So if there are
some that are just not going to make it, they are
obviously not going to be attractive to other
foundation trusts to take over because they could
drag them down, so what is going to happen?
Mr Flory: One of the things that we have developed
in the course of the past six months is proposals
round a performance and failure regime which we
have done some consultation on; and our
expectation in bringing this regime into place is that
in itself it will be a lever to improved performance
and that it will be a disincentive for people to fall into
this situation. We have recently completed a
consultation on a specific piece of that, which we call
the “unsustainable provider regime”, and a trust
which is clinically and financially unviable and we
just cannot see a way forward for it—and those two
things, clinical viability and financial viability,
ultimately tend to sit pretty close together—then
options in there that we spell out would be to look
for an option to franchise the management to see if
things could be improved, to look at whether some
of the services could be taken over by other
organisations, such as foundation trusts (they would
have to be a next-door neighbour foundation trust)
could be undertaken; but if, ultimately, a trust is not
viable, then the question of whether it should be
dissolved in a way in which the assets are looked
after first and foremost to protect services for
patients and the staV would be looked after to
transition into a diVerent organisational model. We
have consulted on the principle; we are still reflecting
on what the next steps to take are.
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Q167 Dr Taylor: Is failure always going to be due to
poor management?
Mr Flory: Not always.
Mr Nicholson: No, a good example: an organisation
which has declared that it does not believe it can
become a foundation trusts was the NuYeld
Orthopaedic Centre in Oxford. The tariV does not
work for it. The way in which they do the specialist
work, the way they can spread their costs and the
clinical connections they need to make with other
hospitals, it seems to them that they will be never be
in the place where they can take that forward, so they
are looking at alternatives of diVerent partners they
might work with to make that happen.

Q168 Dr Taylor: Certainly tariVs do not help the
specialists hospitals, do they? So they have got a real
reason. Are there enough really good managers to
move around to take on others that do not have that
sort of reason for failing?
Mr Nicholson: In a sense it is one of the reasons that
we are doing the work we are as part of the Next
Stage Review on leadership, because there are not
either the quality or the quantity of people across the
system as a whole to do everything that we need to
do. So we need to bring more people in from outside;
we need to get more clinicians engaged in
management and leadership; we need to really up
our game as far as management is concerned,
because simply staying as we are will not be able to
deliver the quality people that we need to do this sort
of work.

Q169 Dr Stoate: I want to move on to Payment by
Results. Is there any evidence (and again I come
back to evidence because we are very, very keen on
evidence) that Payment by Results is actually
changing behaviour at a local level?
Mr Flory: Yes, there is, and there has been some
evaluation work undertaken. You are probably
familiar with the work that was undertaken by the
Audit Commission and also the work that has been
independently commissioned from a collection of
universities, led by the University of Aberdeen,
which recognises that the introduction of Payment
by Results is changing behaviour, is having
organisations and service managers within it more
focused on the costs of the service they provide and
more thinking about the way in which they can be
more eYcient.

Q170 Dr Stoate: That is obviously a change of
behaviour, but is there any evidence that it is
reducing costs or improving eYciency?
Mr Flory: I think, as we have observed over time, the
reference costs system, which is the foundation upon
which the Payment by Results system works and
tariVs are set, shows that in a number of areas we can
see improving eYciency on a year-on-year basis. As
we have said earlier, the requirement to generate
eYciency savings is very much part of the spending
review period. There is 3% required to be achieved

this year, another 3% required to be achieved next
year. So in the way that we uplift the tariV, which is
central to the Payment by Results system each year,
builds in that eYciency requirement.

Q171 Dr Stoate: We hear a lot of evidence,
anecdotally I have to admit, from many GP
colleagues of mine who feel that what Payment by
Results actually does is to Hoover money up into
large hospitals, leaving PCTs and, therefore, GP
budgets picking up the bill. That might be very good
news from the hospital point of view, might even be
quite good news in some ways for eYciency, but
certainly is not good news for a primary care led
NHS?
Mr Flory: I think that where we tend to hear some of
those anecdotes, and in some cases we would have to
treat the conclusions that we draw from them with
caution, is that the increasing bill to the primary care
trust is more about increasing volume and less about
increasing price. What we have observed in some
places is that as the discipline of payment by results
has got in, trusts have become much smarter at the
way in which they count and record activity. That, to
be fair, has always been there but has not always
been counted in the past, and under the Payment by
Results system that then triggers additional
payments.

Q172 Dr Stoate: Except, of course, that the incentive
for hospitals is eVectively to do more and more
rather than handing a patient back to the primary
care, which might actually be in the patient’s best
interests?
Mr Flory: Absolutely. This is not just for the hospital
trust to decide in those instances. The strength of
commissioning, the strength of the contract between
the PCT and the trust is important in making sure
that that potential unintended consequence, which
could work against the patient’s best interests, does
not happen. It needs to be managed by the primary
care trust.

Q173 Dr Stoate: Have you any research going on
that does look at that? Because, as I say, if a patient
goes to A&E, there is a very strong incentive for the
hospital to do as much as possible for that patient
rather than simply saying: “You should be seeing
your GP or your pharmacist tomorrow”?
Mr Flory: Yes, and one of the things that we have
done in developing the tariV system, particularly
around A&E emergency, is to break down the
component parts of that so it reduces the way in
which hospitals could potentially make more money
than was due to them having patients presenting in
that way.

Q174 Dr Stoate: The problem is, because the
information takes such a long time to get back to the
GP, it is far too late for any meaningful change in
behaviour on anybody’s part.
Mr Flory: There are timing issues in that, but I do
think we are getting much better now, and there are
some really good examples that we can see across the
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country in the ways in which hospital and primary
care trust commissioners are sharing information
and agreeing information and projecting what that
means for the future and building it into the
contract.

Q175 Dr Stoate: Yet what the Healthcare
Commission’s report yesterday showed was that
there is something like a 30% increase in A&E
attendances. Now that cannot be seen seriously as an
eYciency measure.

Mr Flory: No, the evidence is there of what is
happening to people presenting at A&E. Certainly I
would agree with you. You cannot just tick that oV
as an eYciency gain; there is a whole factor of
reasons which come together to determine why the
numbers of people turning up at A&E is going up.
Chairman: Gentlemen, could I thank you all very
much indeed for coming. We have had just over two
hours for what is our annual marathon session in
relation to where money goes within the system.
Thank you very much indeed for coming along and
helping with this inquiry.
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Q1 Chairman: Good morning, gentlemen. Could I
welcome you to the evidence session that we are
taking in relation to the NHS Operating
Framework, and there are one or two other
questions we would like to catch up on, given that we
have you here in front of us this morning. For the
record could I ask you to introduce ourselves and the
position that you hold?
Alan Johnson: This is David Nicholson, who is Chief
Executive of the NHS and Hugh Taylor, Permanent
Secretary, and myself Secretary of State.

Q2 Chairman: Welcome. I want to ask a few
questions about the future of the National Health
Service budge in view of the current climate that we
read about. The Institute for Fiscal Studies says that
the Pre-Budget Report eVectively cut £37 billion
from planned public spending in the next spending
round, 2011–12 to 2013–14. Do you agree with this
figure? Or if you agree with that figure or a lesser
figure what are the implications for the National
Health Service?
Alan Johnson: What I saw was an envelope from
2011 to 2014 with a real term growth of around 1.1%.
There was no departmental breakdown of that, so it
was just a very broad envelope. As David has been
saying constantly when we put the allocations out
last year, people should not be thinking of the next
two years—because we did a one-year allocation last
year and a two-year allocation just in December—
they should be thinking five years because
undoubtedly with the spending growth that we have
been used to it would be completely irresponsible to
think that that level of growth is going to continue
into the future. So people should start to think about
that. But could I just point out, Chairman, in 1997
we spent on health £426 per head; from next year,
2010–11, we will be spending £1,612 per head of
population, and all of that is locked in. If we are
talking about 1.1% real term growth across the
public sector—of course I do not know how that is
going to pan out for health, that depends on the next
Spending Review—if we lock in everything we have
we start from the best platform that health has ever
had in its 61-year history. On eYciencies we have a
terrific record. If you look at Gershon we extended—
I think we were supposed to make about £6.5 billion
and we actually saved £7.9 billion by March of last
view under the Gershon Review. So a good level of
funding to start from; a good record of eYciencies
and then we will see what the future holds. Certainly

not the levels of increase we have had—I do not
think anyone expects that—but if I am still Secretary
of State for Health, as I hope I am, I will be arguing
for real term growth of some sort on the back of the
enormous increases we have seen over the last 12
years.

Q3 Chairman: In The Times newspaper last month
the Chief Executive of the Audit Commission said
that growing public debt meant that “the
Armageddon scenario” for government finances
“begins to look a distinct possibility . . . any
managers of a public service who are not planning
now on the basis that they will have substantially less
money to spend in two years’ time are living in
cloud-cuckoo land.” If we were to say that the
envelope that you have seen suggests that there will
still be real growth with health expenditure in this
country, is the Chief Executive of the Audit
Commission living in “cloud cuckoo-land” as far as
health is concerned?
Alan Johnson: I do not know what land he is living
in but what the Treasury set out was 1.1% real term
growth across the public sector. We are not talking
about people being in an “Armageddon” situation.
Since we have put the allocations out in December,
5.5, 5.5 drawing down £800 million of surplus over
that two-year period. People out there have been
absolutely delighted with that; they are getting on
with the job and they feel that that is a reasonable
settlement for this year. In terms of into the future,
it is inconceivable to me that—and health is the
priority of this government—people will have to
cope with real term cuts. What they will be coping
with, I very much hope, is real term growth, albeit
not on the levels of the real term growth we have had
over the last 12 years.

Q4 Chairman: So if we have low growth as opposed
to no growth or negative growth, what is the issue
even on a low growth situation? What is the issue
about demographics, changes and public
expectations of health? As you say, we expect to get
a lot more from the National Health Service now
than we did a decade ago, and the figures you have
quoted to us, quite rightly too, in terms of what
taxpayers are putting in. Technological changes as
well are happening inside the Health Service, so what
is going to happen there if we are a low growth
scenario?
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Alan Johnson: My view is that if we get to where we
were aiming to get to, which is roughly the European
average of proportion of GDP spent on health,
which is around 9%, I think that is a good place to
be and I think it is the right place to be. I think then
that you need to ensure that you are examining every
penny you spend; you have to ensure that you are
catering for the undoubted pressures that will come
from an ageing population, but you have to plan for
that. Darzi makes this point, which I think is shared
by clinicians across the country, that actually quality
costs less. If you reduce the number of errors and you
improve the quality you actually make a financial
saving as well. We have to plan, not for a continual
rise in GDP share—if it is 9% now then it must be
12% in a few years’ time and eventually it will be
20%, I do not think that is a value for money Health
Service—and I think what people look for is the
proportion of our wealth to be spent on health to be
roughly the level that it should have been for many
years. The scandal in the past has been the under
investment in health—and then they expect us to
ensure that we live within that basic budget, and I
think we can. Yes, there are the eVects of an ageing
population but there are numerous ways, including
new technology that you have mentioned, to deal
with that in a cost eVective way without taking a
bigger share of national wealth into health.

Q5 Dr Naysmith: Good morning, Secretary of State,
it is good to have you before us again. Can I ask you
what estimates have the Department of Health and
the National Health Service and maybe even some
others made of the possible impact of a recession
with things like growing unemployment, falling
incomes and house repossession? What eVect do you
think that will have on the demand for healthcare,
given that all of these things I have mentioned have
been shown in various studies over many years to
impact on people’s health?
Alan Johnson: We have looked at what happened in
previous recessions, in the 1990s and the 1980s and
we have looked at how government responded to
those recessions and we are not going down that
same route. What happened in the 1980s and the
1990s, waiting lists grew longer—they just stopped
operating and stuck them on to longer waiting lists;
restricted the flow of new drugs on to the market and
got rid of staV. We are not going to do that. That is
point number one. The eVects are if you look at them
that people go to the GP more often if they are
unemployed is eVect number one. Mental health
services: if it is long term unemployed it is a serious
mental health problem—the suicide rate is 30 times
higher than people who are in work. The whole
eVort of the government is that we do not get into
that long term unemployed situation. So if we are
talking about short term unemployment there are
mild levels of mental health problems associated
with that—a diVerent level to those of the long term
unemployed, which is why James Purnell and myself
announced that we are bringing forward the
Psychological Therapies Programme, the IAPT
Programme, so that we are doing more this year to
roll that out, and actually ensuring that the

psychological therapists are engaged in those places
where people will come looking for employment,
having lost their jobs. So, all the evidence from the
pilots on psychological therapies in Doncaster and
Newham shows that particular eVect for people who
have been unemployed, people on incapacity benefit
for years. So I think that is an important
contribution we can make as well.

Q6 Dr Naysmith: Clearly we are not going to let what
happened last time there was a recession happen
again, but I think, Mr Taylor, the last time you were
here you told us that you were going to look into this
and look into some sort of study of the whole
situation. Did that happen? Is there something
concrete on paper that you have produced?
Mr Taylor: We have produced an analysis which,
broadly speaking, is what the Secretary of State is
referring to. This is not an exact science because a lot
depends on, for example, for how long a recession
goes on. But we are looking at it from a number of
points of view. One is any potential increase on
demand. That is not hugely significant in our
anticipation at the moment but that is one of the
things we want to keep under review. Second, there is
the expected increased potential demand for mental
health services to which the Secretary of State has
referred and our response to that has been to
accelerate the programme on cognitive therapy.
Then through our Audit Committee and associated
structures we are scanning the whole time for
impacts of the recession on, for example,
contractors, on the market in residential care, for
example, and social care to keep an eye on whether
that is impacting on delivery of services to people at
the frontline.

Q7 Dr Naysmith: I do not want to go back over what
has been said already in answer to the Chairman’s
questions, but with a small budget you are
anticipating increased demand. How are you going
to handle that? Does it mean cuts elsewhere? You
mentioned mental health and we know that in some
parts of the country mental health services are not
nearly as good as they should be, even though we
have been trying to get them there. But it is going to
get worse in some areas, is it not, and you have at the
most probably a 1.1% increase in your budget?
Mr Taylor: Obviously to some extent the response to
this has to be localised. PCTs have to look at what is
happening on their local patch. One of the objectives
of what we have done in terms of accelerating the
IAPT Programme is to ensure that all PCTs are able
to oVer at least transitional services for that
programme this year. We brought money forward in
this year, so we are actually planning an increase in
expenditure this year to cope with that level of
expected demand. We are providing employment
support coordinators to have a better link between
people both in work and out of work with the sort
of counselling and therapy services associated with
that. So we are taking some immediate action but I
would be misleading you if I was able to say that
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there is some exact science in which we could
correlate increased demand over the period, for
example on GP services.
Alan Johnson: Could I just make a point, Doug?
When I said in the 1990s and the 1980s that the way
the Health Service dealt with this is by getting rid of
staV, restricting drugs, extending waiting lists, that
was not because there was evidence of a huge extra
cost to the NHS from the recession; that was because
the government then chose to deal with it by cutting
public services. So there actually is not any evidence
I have seen that says, “People go to the GP more is
about the best we can come up with; and if it is long
term employment serious eVects for mental health.”
Actually there is nothing that leaps oV the page that
says your costs suddenly dramatically rise as
unemployment rises. That does not follow; what
happens is that savings were made because of cuts in
public services. The mental health stuV, of course we
are putting this huge amount of money into
psychological therapies. Richard Layard says it is
the biggest development in mental health services,
the most important development since the NHS was
created—3,600 psychological therapists. So that was
there and the funding was there and what we are
doing is bringing it forward and putting it in much
earlier because it will be particularly beneficial as
unemployment rises.

Q8 Dr Naysmith: I am personally very pleased to see
that because I have been arguing for more
psychology services for a very long time and I am
glad it is happening now. The other point I want to
put to you, Secretary of State, before we move on is
that we still have a backlog of repair and
maintenance and building works in the National
Health Service. What eVect is this going to have on
the capital budget in the financial climate, which
means that probably we will have to cut back on
some of the planned maintenance, will we not?
Alan Johnson: I do not think so. From memory, we
are heading towards 110 new hospitals and 750 new
primary care facilities since 1997. A lot of the cost of
maintenance was for old buildings—over half of the
NHS estate in 1997 was built before the NHS was
created—so the very high maintenance costs
associated with those have now disappeared because
there are new buildings, and that is even without the
GP-led centres and the new centres we are putting
into under-doctored areas. So this is a matter for
local Trusts to deal with but I would be very
surprised if there is a serious problem with
maintenance out there.

Q9 Dr Stoate: Good morning, Secretary of State. I
want to raise the always contentious issue of
eYciency savings. The Pre-Budget Report
announced a £5 billion allowance for Additional
Value for Money Savings 2010–11, and the Health
Service Journal estimated that the NHS’ share of
that could be between 1.35 and 2.5 billion. Do you
recognise that figure and, if so, how do you
anticipate the NHS meeting that target?

Alan Johnson: We are going to have to make our
contribution to the £5 billion and it is right that we
do; it is right that every penny of taxpayers’ money
being spent in the public services is examined and
scrutinised—I think that is a very sound way to deal
with the current situation we are in. So we will make
a contribution to that. The Treasury also at the same
time talked about the Operational EYciency
Programme—the savings we can make from back
oYce. We have a great track record in the NHS and
already there are a large number of Trusts who are
part of this back oYce service—around 100,
probably more. So there are issues around how we
procure; there are issues around how we use the NHS
estate. This is a vast organisation with 1.3 million
employees. There are always possibilities to move
that a bit further to find savings, but where it will not
come from is patient care. So I am confident that we
can actually meet that and I think it is the right thing
for us to make our contribution that will be a
significant contribution because we are a significant
spending department—we will not be putting in
tuppence ha’penny to this—but the HSJ figures are
speculation. I think we can do that and carry on with
the excellent improvements to patient care that we
have seen.

Q10 Dr Stoate: It is always a bit of a soft target to say
we will just improve eYciency and therefore produce
what you could call real term growth because of
savings. However, the question is: if it had been that
easy to produce back oYce savings why has it taken
this long, why are we still doing it? Why have we not
eVectively driven out all those ineYciencies years
ago?
Alan Johnson: We have driven out lots of them. As I
say, we have a good track record; we have a good
track record under Gershon, but there is always
more that you can do. The things we will be doing
now are things we will find pretty painful—I am not
saying this is going to be easy. It is not taking out
huge amounts of slack; it is things that perhaps
seemed like a good idea to do that we now will not
do. There are issues around our central budgets; how
closely have we looked at central budgets—not the
money that is going out to the PCTs but the money
we keep at the centre? How rigorously have we
looked at that in the past? I think we have looked at
it rigorously but there is always more you can do. I
do not want to give the impression that the
contribution here will just be because we are laying
around peeling grapes, it is easy for us to do that. It
will be tough but it will be doable and that is the way
to deal with a recession—not getting rid of staV, not
restricting drugs, not expanding waiting times; it is
looking remorselessly at the internal savings you can
make, excluding from that the very important
developments in patient care.

Q11 Dr Stoate: The Department often says that
improved quality is cheaper. Is that the case and, if
so, is there any evidence for it?
Alan Johnson: As I said, Ara talks about this all the
time—it was in his review—and everyone who
worked with Ara, all the clinicians, made the point
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that quality is better. I can think of an example, just
dealing with healthcare acquired infections and
getting them down now 57%, 60% reduction is
estimated to have saved us £75 million. I am sure
there are lots of other examples of how quality saves
money that you can invest elsewhere.

Q12 Mr Scott: Secretary of State, one of my pet
subjects, as you know, is both the negligence
payments that have been made, which total a quarter
of a billion in London alone, and also the amount of
money that is paid to former Chief Executives. I
know that you have very kindly said that this is being
looked into, but obviously this is one large area
where savings can be made because the money is not
achieving anything other than making certain
people richer for failure.
Alan Johnson: It has been something that you have
raised on many occasions and I admire you for doing
that because I feel very strongly about this—so does
David and so does Hugh—which is why last year or
the year before last David sent out to all Trusts the
very firm message that people should not be getting
more than their contractual obligations. It is quite
right to give people six months’ notice if that is part
of their contract but six months’ notice plus is not
acceptable. So I think this is an area where you are
quite right to keep a hawkish eye on what we are
doing. It is not a case of talking about what we might
be doing; we have already sent out the guidance and
advice and there are a couple of high profile tribunals
going on at the moment because of what we have
done. Most managers out there, if not all managers,
will recognise the importance of this. They do a
really valuable job; they cannot say that that is not
reflected in any more in their pay and their
conditions—it may not have been in the past but it
is now. We do not want to pay for failure and it is as
important in the NHS not to pay for failure as it is
in the banking sector.

Q13 Chairman: Secretary of State could I ask you
about the eYciency savings? Howard posed a
question about why is there still ineYciency inside
the National Health Service. What strikes me about
it is that we have eYciency savings in the National
Health Service year on year—it is targeted centrally
and each diVerent organisation has to meet it. And
at the same time we have had this colossal increase
in expenditure that you mentioned earlier going into
the system as well. Is not really the answer to
Howard’s question no matter what money goes in, if
the centre is saying, “Next year you have to be
eYcient by 3% or 5%” or whatever, it is not in their
interests to be eYcient because they know that the
Grim Reaper in terms of the eYciency, the e-factor,
is going to come along the following year. Is that not
the true story about eYciency or do I completely
misread this?
Alan Johnson: I would not like to say that you
completely misread it. I think that is a bit of a
philosophy that I hope is out of date. What do we do
now? We build in the 3% eYciency savings; the tariV
builds in a 3% eYciency savings. It is not a case of if
we do not spend this money the Grim Reaper will

come along, or whatever; it is built into everything
we do. Of course that eYciency saving is money for
us to spend elsewhere; it does not go into the
Treasury. Everyone is now focused on you make
these savings on eYciency so you concentrate
putting that money where it is best used. So it is
actually par for the course; it what we do in the NHS
now, we make these eYciencies. We have exceeded
Gershon; we are top of the class, and probably to
some other departments we are sickeningly popular
with the Treasury for the kind of regime that David
has put in place. We do not have PCTs now that are
in deficit, that sell of bits of land and use it to employ
staV, which is the kind of thing that was going on
before. There is a very rigorous process out there
now and we are not going away from that. The old
way where you build up the end of year surplus stuV
and all the games that people used to play, because
of the systems now out there it does not work like
that any more. The diVerence between the eYciency
savings that we are used to, i.e. we spend elsewhere,
and the money that Howard was referring to, that
money is a contribution going back to the centre;
that is £5 billion across all departments that we need
to put back into the centre to deal with the economic
diYculties we are in. So it is in a diVerent category.
Chairman: I may come back to that at some stage in
the future, but let us move on.

Q14 Dr Taylor: Good morning, Secretary of State.
That brings us on to really talk about surpluses. I
think we have been told that the surplus at the end
of this year is going to be something like £1.8 billion.
Could you look into the future and what sort of
surplus do you think that the NHS will carry
forward from its very good position now, right on in
to 2011–12? Will there be any surplus to carry
forward then?
Alan Johnson: Actually the figure is 1.73, so almost
1.8; there is about 1.73 surplus.

Q15 Dr Taylor: The end of this year?
Alan Johnson: Yes, in the system at the moment?

Q16 Dr Taylor: Yes.
Alan Johnson: We have said as part of the allocations
last year that £800 million of that could be drawn
down by those Trusts that have the surplus of
course—not all Trusts have the surplus. That leaves,
by my calculation, about £970 million; so at the end
of this SCR period if they spend all that £800 million
there will be £970 million surplus still there carried
into the next Spending Review.

Q17 Dr Taylor: The crucial question is how safe is
that? Do you think that that is under threat from
other departments—the Treasury?
Alan Johnson: No, it is their surplus. It is not in a safe
in Whitehall, it is out there; it is their surplus money.
I actually think that £970 million is quite a nice
cushion to have actually; I think that sounds just
about right for an organisation the size of the NHS
to keep there as a bit of fat.
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Q18 Dr Taylor: So you are saying that it is entirely
safe within the NHS; the Treasury are not going to
suddenly turn around and say, “You have a billion
spare; can we have it back?”
Alan Johnson: The Treasury might well turn round
and say all kinds of things; but, no, that is the surplus
that is out there in the system.

Q19 Dr Taylor: Turning to capital underspend, is
there not a history here? Has the Treasury not clawed
back some of the capital underspend in 2007–08?
Alan Johnson: I think you might be referring to
2010–11; they talk about . . .

Q20 Dr Taylor: 2007–08.
Alan Johnson: Probably they did, yes.

Q21 Dr Taylor: So we did lose some back to the
Treasury then?
Alan Johnson: But this is diVerent from the money—

Q22 Dr Taylor: That is capital?
Alan Johnson: Yes, capital, and is in a diVerent box.

Q23 Dr Taylor: Yes, but it still belongs to the NHS
and has been taken away.
Alan Johnson: I am not sure about the 2007–08; do
you know about that, David?

Q24 Dr Taylor: We have been told—and I am
quoting—“Hasn’t the Treasury already ‘got form’ in
this respect, having plundered your Department’s
£4.2 billion cumulative capital underspend in
2007–08?” I do not say that they have taken 4.2 but
they have perhaps taken a bit of it.
Mr Nicholson: It was unallocated and it had not
been put out to the NHS, it was with us in the
Department. We were not going to spend it.

Q25 Dr Taylor: So you gave it back?
Mr Nicholson: Yes.
Alan Johnson: Which is what we have done in
2010–11, which is what I thought you were referring
to—1.3 billion unallocated capital. So in the
negotiations on CSR I look for every penny I can get
and then at the last knockings I managed to get £1.3
billion on capital for 2010–11. We did not know
where on earth we were going to spend it for but
seemed like a good idea at the time; I am a trade
union leader, that is what I do! When the Treasury
came and said, “That money in 2010–11 is
unallocated; we are in serious economic diYculties
here, we would very much like to take it back”—I
wish they had said it that way, but it was not quite
said that way—we would have like to have kept it
but it was totally unallocated; and I think the
2007–08—and I am sorry I am not completely au fait
with that is in the same category. It is not the surplus
that is out there with the Trusts that they have
built up.

Q26 Dr Taylor: Can we be sure that other
departments are being as generous to the Treasury as
you are?

Alan Johnson: I think you can rest assured that this
is a government initiative.

Q27 Dr Taylor: Foundation Trust’ cash surpluses,
can you give us an idea of the latest estimate of
Foundation Trusts’ cash surpluses?
Alan Johnson: From memory the quarter two figure
was about £300 million—quarter two in 2008–09.
Mr Nicholson: £303 million.
Alan Johnson: £303 million.

Q28 Dr Taylor: Do you know if they have plans to
spend these, to use these in the next couple of years
or so?
Alan Johnson: It is a matter for the Foundation
Trusts. I do know that they are putting aside a lot of
money to implement Darzi, the outcome of the next
stage review.

Q29 Dr Taylor: So you really are keeping out of what
they are doing and letting them have a free hand?
Alan Johnson: Interfere? Moi! Certainly not.
Dr Taylor: Very good; excellent.

Q30 Sandra Gidley: Moving on to consultancy costs.
I had to wonder when you were talking so proudly
about the Gershon whether the decrease in staV had
been mirrored by an increase in consultancy costs
but there may be a diVerent reason for the high use of
them. The National Audit OYce estimated that the
NHS spent £0.6 billion on consultancy services in
2005–06, and that is about a fifth of the public sector
consultancy spend for that year. They also estimated
that a third of the increase in public sector
consultancy expenditure between 2003–04 and
2005–06 was largely due to what was being spent in
the NHS. Actually Mr Nicholson was before us in
December and said that the Department had never
had never tried to keep track of how much the NHS
is spending on consultancy services. Why not?
Alan Johnson: The Audit Commission keep a very
careful eye on this, but I think Hugh is probably the
best person to answer this.
Mr Nicholson: I am happy to say again why we did
not do it. From the centre we desperately try not to
micromanage what the NHS does and consultancy
can be literally from a very small amount of money
to help a particular part of an organisation get
better, whether it is environmental health or all sorts
of things for which we use consultancy, right the way
through to using the big firms. We believe that with
the responsibility of individual boards to make sure
that they get value for money, with the responsibility
of the Audit Commission to monitor this and to
make sure that through their scoring systems they
have every year that they make sure that the
individual organisation is getting value for money.
We think that is a better way of doing it than of
collecting pennies from every single organisation in
the country to bring up to a complete national
whole.
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Q31 Sandra Gidley: But a huge proportion of this is
in the Department itself, so you are telling me that
with modern computer systems there is not a
budget line?
Mr Nicholson: Centralising organisations all over
the world start oV by collecting detailed information
in this way and then they start to use it to
micromanage organisations; we do not think that is
the right thing to do. There is absolutely no doubt
that significant amounts of money are being spent
across the NHS and we need to make sure that we are
getting value for money. I will give you three
examples where, both in the Department and the
NHS, we have spent significant amounts of money
in the past. We have spent significant amounts of
consultancy money in Connecting for Health, in the
Commercial Directorate and in the turnaround
teams. All three of those have a substantial amount
of consultancy. Particularly in Connecting for
Health and in the Commercial Directorate at the
time we were developing these things there simply
were not the people out there for us to recruit, so it
was not an issue that we could get a lot of people to
do these really very complicated technical things, so
we had to use consultancy significantly. Now, of
course, the circumstances have changed
dramatically and we have a programme both in
terms of the Commercial Directorate and in
Connecting for Health to significantly reduce the
amount of consultancy we use across the board, and
you will see that come down significantly over the
next six months or so. In terms of the turnaround we
spent in excess of £50 million on the turnaround, and
I have to say that turnaround moved us from half a
billion deficit to one and a half billion surplus, but,
nevertheless, we spent significant amounts. What we
discovered from that, of course, when we looked at
it, that that is what the consultancies were saying to
us, or what we found was that there virtually none of
the schemes that came up around getting ourselves
back into financial balance came out of the brains of
the consultants—most of the ideas came out of the
NHS itself. What the consultancies gave us was the
ability to execute some of these much better, and
what we did in response to that was to set up a thing
called IMAS, which you may or may not have come
across, which is an internal consultancy. So we have
developed an internal consultancy where we use our
own people across the NHS now to do this kind of
work and they are currently working in 23
organisations. So we are looking at the way in which
we use consultancy across the board and we do think
we could reduce it and get better value for money at
the centre, and those are the three areas I would
identify.

Q32 Sandra Gidley: Connecting for Health is
probably not the best example to use for money
well spent.
Mr Nicholson: It is a very good example to use for
money well spent; it is probably one of the best
managed, in financial terms, computer systems that
the government has ever had.

Q33 Sandra Gidley: It is shame we are not seeing
much of it in the NHS but there are some separate
questions about that later, so I will not steal
somebody else’s thunder. In December 2006 my
understanding is that the Treasury issued guidance
for the Spring 2007 departmental reports, placing a
requirement on departments to include information
on consultancy spending. So I assume the
information is now collected—
Mr Nicholson: We do in the Department.

Q34 Sandra Gidley: How diYcult can it be to add
it up?
Mr Nicholson: We do in the Department.

Q35 Sandra Gidley: You do it in the Department?
Mr Taylor: We do collect spend for the Department,
yes. It depends where the spend occurs. If the money
is spent in the Department, either on programmes or
on admin then the expenditure is monitored and we
publish the spend figures. As David was saying, one
of the things we are trying to do is wherever we can
we want to reduce the spend on consultancy not least
because we want to get value; and where we have had
to use consultancy for skill substitution and so on,
what we will then look to do is to see if we can then
follow that through by building in expertise inside
the Department.

Q36 Sandra Gidley: You have just made a very
interesting comment. You said “we want to reduce
the use of consultancy because we want to get
value”. So does this not mean that there should be
some sort of external peer review of consultants’
reports or some way of ensuring that the taxpayer is
getting value for money?
Mr Taylor: As far as the NHS is concerned, of
course, the Audit Commission is there to look at the
way that NHS organisations spend their money and
in the Department we have our own internal
function that certainly looks at use of consultancy
within the Department and we are obviously subject
to NAO review. And we have our own internal
protocols to ensure that if a consultancy contract is
let it is let with strict adherence to procurement rules,
and we do look to try and evaluate internally within
our finance and other directorates whether we are
getting good use of the money we are paying to
consultancy organisations. But this is, as David said,
a very broad range of organisations that are
classified as consultancy for this purpose. So that
would range from using the Big Four; for example,
we use Ernst & Young; we have had a consultancy
contract with Ernst & Young to support our internal
audit function within the Department. That was
because we felt we had a skill deficit in that area so
we purchased some expertise from Ernst & Young
and we have been gradually reducing the cost of that
contract with Ernst & Young to us as we have built
up our own internal audit function. That is
characteristic of the way we do this. On the other
hand, for example, for the NHS investing in a new
scheme for accrediting educational supervisors. We
have brought in an expert external body—one of the
NHS Academies eVectively—to support us in doing



Processed: 27-05-2009 19:09:15 Page Layout: COENEW [E] PPSysB Job: 427054 Unit: PAG2

Ev 28 Health Committee: Evidence

11 March 2009 Alan Johnson MP, Mr David Nicholson CBE and Mr Hugh Taylor CB

that work because we do not have the expertise
internally. That would classify as consultancy costs
on our spend but it is not quite what people imagine
when they think consultancy because they tend to
think of the big firms. We would at any one time have
a range of consultants working for us from really
quite small firms, some highly specialised people in
areas such as education and training and then we do
have recourse to the Big Four from time to time
when we think we need them.

Q37 Sandra Gidley: So the firms you are currently
employing, that is Ernst & Young—
Mr Taylor: I can let you have a list but we have a
range of consultants. We use the Big Four a bit but
then we have sometimes really quite small
consultancy organisations doing very niche pieces
of work.

Q38 Sandra Gidley: So with the Big Four, what is the
daily rate of a senior partner?
Mr Taylor: It would be a six-figure.

Q39 Sandra Gidley: A six-figure daily rate?
Mr Taylor: Typically. But just bear in mind—

Q40 Sandra Gidley: Six-figure?
Mr Taylor: No! Four—thousands! Probably from
£1000 up.
Alan Johnson: You see, it has come down in the last
couple of minutes—you have seen the savings we
are making!
Mr Taylor: One of the advantages of people like me
working in the Department of Health is that you
work in billions mainly! Seriously, the point is that
the daily rate would be from £1000 up from a senior
partner but it diVers between organisations. Of
course, in any one contract you may or may not
purchase senior partner time; you would not
purchase very much of it.

Q41 Sandra Gidley: So how much would a junior
consultant be paid?
Mr Taylor: It would depend on the firm but it could
be £400 to £500 a day.

Q42 Sandra Gidley: We have estimates of £700 a day
and given that their salaries are only about £30,000
a year it seems like somebody is milking somebody;
would you like to comment on that?
Mr Taylor: When you let a contract you have to look
at the total value of the contract, so the daily rates
which are given by firms are indicative and then it is
a matter of negotiating the total value of the
contract, and that is a negotiation. There will be a
procurement and you have to negotiate the total
value of the contract. So the daily rate is an
indicative figure; it may not reflect the actual rate
which you then pay for an individual, and it will vary
across all these contracts.

Q43 Sandra Gidley: I think we are going to find out
of work bankers working in consultancy; it seems to
be the only place where they can earn the same sort
of money. Last question: is it true that the

Department has recently hired a consultancy firm to
find an additional £2 billion in eYciency savings by
the end of 2010–11?
Alan Johnson: No.
Mr Taylor: No.
Sandra Gidley: That was a simple one.

Q44 Mr Scott: Before moving on to IT can I just ask
are the mechanisms now in place to make sure that
somebody who has been an employee of the
National Health Service and perhaps received a six-
figure sum—not for the day but for a longer period
of time—as a pay-oV can no longer then come back
as a consultant who has actually lost their job or
resigned because of failure. Is there a mechanism in
place now to stop that happening?
Alan Johnson: No, there is not a mechanism in place
to stop it happening; it depends on the Trust and
who they are employing and what kind of
consultancy work is going on there. I am just as
concerned with your major point, which is that
people do not get paid for failure. I am not looking
to persecute them for the rest of their lives but what
they can go and do and what they can present to be
a good case to be a consultant to an NHS Trust, I am
not going to have a police force out there spending
money looking at all that. So there are no strict rules
out there. I expect a bit of commonsense.

Q45 Mr Scott: Secretary of State, are you confident
that we will have a usable Electronic Patient Record,
both the Summary Care Record and the Detailed
Care Record, by 2014–15?
Alan Johnson: I am confident that it is deliverable.

Q46 Mr Scott: Is that yes or no!
Alan Johnson: There have been issues with that
contract but it might be good to clarify them because
there is so much utter drivel talked about this such
as we underestimated the cost of the contract. No,
we did not, in 2006 we estimated that it would cost
£12.4 billion and the latest estimate is that it will cost
£12.7 billion. That is the kind of margin that anyone
would expect and in fact is much lower than most
people would expect; so we did not underestimate
the cost. We have spent billions of taxpayers’ money
on this; we have wasted billions of taxpayers’ money.
No, we have not; we have spent £3.2 billion. Part of
the problem is that we have not spent enough money.
As David was alluding to, I challenge you to find a
more robust contract anywhere in the public sector
or the private sector because it is the deliverer of this
service that has to pay for any delays and our
problem has been not an overestimate of the cost,
not wasting billions of pounds of taxpayers’ money;
our problem has been the delay in getting this in
place. It is a huge programme; it is, to semi-answer a
point that was not made earlier, delivering huge
benefits to the NHS. We were talking about this the
other week, that no Health Service has had this level
of ambition or this prospect for what it can do for
health services. Most health services set up a
computer system to get people to pay into the
system, to get the insurance money in—that is where
they set up their systems. We are putting this purely
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aimed at improving patient care and it is going to
have a really exciting eVect, and I hope that is by
2014–15. I certainly have no reason to think that that
figure should be changed or it is undeliverable. I
think it is eminently doable.

Q47 Sandra Gidley: I am sorry, Mr Nicholson, to
keep reminding you of things that you said in
December when you were before us, but then you
said, referring to the National Programme for IT: “If
we do not make progress relatively soon on this I
think we are going to have to rethink it through.”
Mr Nicholson: Yes.

Q48 Sandra Gidley: And in January the Public
Accounts Committee said: “If there is no
improvement to this situation in six months, then the
Department should consider allowing Trusts to
apply for funding for alternative systems.” Are you
now ready to go back to the drawing board or do you
have a plan B?
Mr Nicholson: I do not think there is any need to go
back to the drawing board. We are at a particularly
important time in the development of the
programme. One of the issues we have been dealing
with all along is that there is nowhere else in the
world that quite does things in the way that we do,
and this idea of looking after patients across the
whole system and connecting all your organisations
up together in that way, there is nowhere else that
does it quite like this. So there was no system oV the
shelf that we could get. There are some organisations
that have literally been scouring the world looking
for them and they have not found them. The two
that are most likely are Cerner and Lorenzo. Both of
those are at a particularly delicate stage in their
development. You may, I am sure, be aware of the
issues around the development of the Cerner
Millennium product at the Royal Free and the
diYculties that we have had there. It looks now as if
we have got over that and we really do have a
product that then can be rolled out across London.
The Lorenzo product is currently being developed in
Morecombe Bay; so we are really optimistic that
something will come out of that, but it is not
inevitable. I think we will know over the next few
months whether these products will actually be able
to deliver the things that they promised to do. So it
is a particularly important time for the development
of the service, but the potential is absolutely
enormous. The issue that we have also been dealing
with is how do you get to a situation where we can
deploy these more quickly? That is obviously
something we are thinking about quite carefully:
how can we give individual organisations a bit more
flexibility about what kind of product they take and
when they take it, and that is certainly part of our
considerations at the moment. I think we will know
in the next period whether Cerner and Lorenzo will
deliver a fantastic produce for us and we are pretty
confident that it will.

Q49 Sandra Gidley: So if one fails will you go with
the system that works throughout the NHS?

Mr Nicholson: There is that possibility. What we are
also doing in parallel to all of this is going out again
to tender to a variety of other organisations to see
whether now there are other organisations who
could also provide this service. It is always helpful, I
think, for us to have reserves if one of them fails.

Q50 Sandra Gidley: But would they not be starting
from scratch again with all the consequent
problems?
Mr Nicholson: There is that issue but since we went
out to tender originally of course technology has
moved on significantly as well and some
organisations who felt that they did not want to be
engaged in the programme might want to be engaged
in the future so we are keeping our options opened
as far as that is concerned.

Q51 Dr Taylor: On the same thing, the Summary
Care Record has such potential and is so absolutely
crucial, is there any way of decoupling it and getting
it out earlier than the rest? In Canada we saw a
superb Summary Care Record, a single screen that
gave you everything that you needed to know in the
middle of the night in an A & E Department. Are we
trying to make the Summary Care Record much too
complicated? We visited the department and saw
people adding this, that and the other to it, and all
that is wanted is a summary—one sheet. Is there any
way of decoupling and getting that out quickly?
Mr Nicholson: It is perfectly possible to do that. We
have piloted in Bolton in the Northwest, as you
know, and we need to handle this very carefully
because there are all sorts of issues about patient
confidentiality wrapped up in all of this that you will
know very well. We are looking at a programme of
rollout of the Summary Care Record across a whole
series of other PCTs after April and if we can do that
properly I think there is a rapid rollout that we could
do with the Summary Care Record.

Q52 Dr Taylor: So long before 2014–15 for the
Summary?
Mr Nicholson: Yes.

Q53 Dr Taylor: Brilliant; thank you.
Alan Johnson: Chairman, before you move on.
Richard has pointed out one of the huge benefits of
this, the Summary Care Record, but can I just
mention the picture archiving and communications,
which is up and running successfully.
Dr Taylor: We know about that.

Q54 Sandra Gidley: That was not part of the original
spec though, was it?
Alan Johnson: It is part of the computerisation.

Q55 Sandra Gidley: It was not part of the original
vision; it is the only thing that has worked and it was
not part of the original vision.
Alan Johnson: It is not the only thing that has
worked; Choose and Book has worked as well.

Q56 Sandra Gidley: It has gone down in my area,
with GPs getting so fed up with it.
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Alan Johnson: I merely draw attention to something
that is revolutionary.
Sandra Gidley: But not part of the original spec.

Q57 Chairman: We have seen that, Secretary of
State, in situ and it is working but I think Sandra is
right to say it was not in the original plans, but it just
shows you what IT has to oVer the National
Health Service
Mr Nicholson: It is part of the national programme
for IT; it is part of the 12 billion.

Q58 Sandra Gidley: It is now.
Mr Nicholson: You would not expect us to set up a
programme four years ago and not change it.
Chairman: You can read our report on this
Electronic Patient Record that puts all this into
perspective, but let us move on. We are going to
move on to the Operating Framework now, which
you are here to give evidence on this morning.

Q59 Dr Naysmith: How do the recommendations
from Lord Darzi’s Review fit in with the Operating
Framework for 2009–10?
Alan Johnson: It is intertwined in the Operating
Framework; the Operating Framework’s priorities
are the priorities that Darzi saw—safety, quality,
patient involvement. The five priorities that were in
the Operating Framework this year, the same
priorities as last year, reflect all of that; so it is
integral, I would say.

Q60 Dr Naysmith: The Operating Framework
contains additional national priorities for local
delivery and there are still more than 400 National
Health Service quality targets defined centrally. So
how can the Department claim that the NHS is
moving into a new era of devolution, devolving
things out to the regions?
Alan Johnson: There are not 400 central quality
targets—there are 400 holes in Blackburn,
Lancashire, I think the Beatles said. I think you are
getting two things mixed up.

Q61 Dr Naysmith: Are there 400 quality targets or
not?
Alan Johnson: No, no. What we are doing is
consulting on quality indicators. So to get quality
right and for people to be able to measure it properly,
lots of clinicians have been working as part of the
Darzi Review to say what are the best indicators to
use and we are out there consulting at the moment
on 400 of those that clinicians have drawn up to say
which are the best ones to use. They are not quality
targets from the centre.

Q62 Dr Naysmith: They are indicators rather than
quality targets.
Alan Johnson: It is a consultation on quality
indicators.

Q63 Dr Naysmith: So these two approaches in your
view intertwine perfectly and they are not in any sort
of competition or conflict?

Alan Johnson: That is absolutely right, and of course
the big part of Darzi was the Strategic Health
Authorities’ visions for their local regions and that is
all being reflected in what they are doing in
implementing the Operating Framework as well.

Q64 Dr Naysmith: One of the areas that is coming up
when people are asked about the National Health
Service into the future is dementia care and the
integration of local authorities, social services and
National Health Service dementia care and it is
moving rapidly up the agenda. How is that treated in
these two diVerent documents?
Alan Johnson: The Darzi Review with its focus on
quality, its focus on safety, its focus on ensuring that
we listen to patients and that it is the patient
experience that governs what we do is a large part of
the dementia strategy, of course. We published the
dementia strategy four weeks ago. The Alzheimer’s
Society, all of the charities that helped us with that
were extremely welcoming. We have the money
behind it to implement the projects. As you rightly
say, it means the integration with adult social care;
it means having memory clinics in every town. The
things that are happening—I saw it in
Middlesbrough the other week—the best practice
spread everywhere, and there is absolutely no
diVerence or tension between the Operating
Framework and Darzi.

Q65 Dr Naysmith: Getting the most from limited
funding is especially important in the current
situation as we were talking about earlier on, so why
is improvement of financial management not a
“must do”, ie a Tier 1 target in the Operating
Framework, and only mentioned in very
subordinate and vague terms in Lord Darzi’s
recommendations?
Alan Johnson: First of all on the Darzi Review, you
have to look at what Darzi was focused on. This was
all about improving care in the NHS and they are
very clearly portrayed. We have been through the
stage of putting in the extra investment and the
resources; we have been through the consistent
reform like payment by results. We are putting aside
all the structural changes now for the foreseeable
future. How do we get everyone engaged in
improving patient care? So, yes, Darzi was not
focused on financial management, there have been
other ways to do that and it would have been less
eVective if he had tried to do it. The benefit of having
a clinician working with other clinicians is to look at
patient care remorselessly.

Q66 Dr Naysmith: We are talking about the
Operating Framework as well.
Alan Johnson: I know, but you mentioned it was not
part of Darzi. On the Operating Framework, I
would say it is a Tier 1 principle in the Operating
Framework, good financial management. It will not
be in Tier 1 because Tier 1, Tier 2, Tier 3 you separate
out the actual issues there, but overriding it all is
financial management; it is an absolute number one
priority. We were talking earlier about PCTs moving
from deficit to surplus and we never want to go back
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to those days again. So it is central to everything the
Operating Framework is around—it is just one
message. It does not have to be broken down into
tiers—good financial management is an absolute
priority.
Mr Nicholson: Financial balance for PCTs is a
national requirement.

Q67 Dr Naysmith: And how do you police that?
Mr Nicholson: Very vigorously.

Q68 Dr Naysmith: Vigorously. Is that through
Strategic Health Authorities?
Mr Nicholson: Yes.

Q69 Dr Naysmith: There have been improvements in
Strategic Health Authorities but there have been
very severe failures in areas of Strategic Health
Authorities scrutinising budgets in the past.
Mr Nicholson: I agree but this year we have an
absolutely tiny number of organisations across the
NHS who are not in financial surplus or balance.
The Audit Commission has said that we have
significantly improved our ability to manage the
financing of the NHS and it continues to be a
national absolute priority.

Q70 Dr Stoate: Lord Darzi told us that there is going
to be a new scheme called Commissioning for
Quality and Innovation, or CQUIN, involving
financial incentives to improve quality. How is that
going to work?
Alan Johnson: Basically because a proportion of the
provider income will depend on it, about 0.5%. So
there is actually a financial imperative here. This is
really diYcult stuV—you will appreciate this more
than anyone—because when I go around and talk
about what was in the Darzi Review, clinical
dashboards, quality accounts, this issue of
CQUIN—it sounds more like Strictly Come
Dancing!—it is not the sort of issue that sets the
blood pulsing through your veins amongst your
average punter at a political meeting. But it is crucial
to everything that Darzi was talking about. It is all
right saying, “We are going to make quality the
organising principle of the NHS”; it is all right
saying, “We are going to put everything around
quality” but how do you actually do it? The way you
do it is these kind of esoteric mechanics, the metrics
of all this. So it is a very important step forward,
innovation being a part of it. So every local area—
we are not going to dictate this from the centre—will
have to have their plan, part of which they will have
to have one element of these four bits of quality,
which is eVectiveness, safety, patient experience and
innovation. It is really crucial that we are focusing
more on innovation in everything we do. So once of
those elements will have to be in their plan and their
plan will be judged and a proportion of the money
for providers will be judged on how well they work
against it. That is what those quality measures, the
400, were about how we actually put all this together
to make it work.

Q71 Dr Stoate: I entirely agree it is a great thing to
do, but what is the logic in that case in making it
local determination; is there not just a risk that that
Trust will concentrate on what they are already good
at, tick the boxes and eVectively get paid for what
they are already doing?
Alan Johnson: No, I do not think so. It is 0.5%
dependent on this and they would have to come up
with one element from all of those four bits. The
alternative to doing it locally is for us to dictate it
centrally and that would be a ridiculous reversal of
what we have been trying to do and I know you want
to do, of having a Health Service that is locally led
and clinically driven. So we are going to have to
make this work. Yes, there will be a few dangers in it
but I do not think they are anything like the dangers
of trying to make it a centrally driven project.

Q72 Dr Stoate: You made QOF centrally driven and
actually that has been, arguably, one of the great
successes of the new GP contract and that is
nationally negotiated, most GPs are on side for it
and it is transparent and comparable across diVerent
areas of the country. So why have you not gone down
the same route?
Alan Johnson: There will be people who would not
take the same view. I am pleased you have said what
you said Howard, but that would not be a universal
view. Do not forget that Darzi was all about how we
focus on patient care, make the NHS clinically led
and locally driven—I got it the other way around! So
locally driven means that you give them the metrics
there; you have the system to appraise it, you have
the system to see how it is going and they have their
goals to reach, etcetera, and then you give them the
ability and the freedom to actually get on with it.
David?
Mr Nicholson: I think we are only at the beginning
of this and, to be fair, the whole issue about CQUIN
came from the Service itself rather than the pointy
heads in Richmond House. The Service was saying,
“If you are really serious about this put some money
behind these things.” If you look around all the
places in the world that have done this—and the
United States is the place where they do it most—
first of all they say that there is a limit to the impact
you can have, so no more than 3% or 4% or a budget
of any organisation, if you get bigger than that it
becomes very diYcult; the behaviours become
opposite to what you want. And the first thing you
need to do is to pay for really good information, and
that is essentially the focus of the first year. Most of
the payments are related to providing information,
really good data. Then after that, of course, the
Commissioners can then start to say how they want
that data to improve, how they want particular
conditions to improve. We are driving it locally, that
is absolutely right, we think that is the right thing to
do, but there is the possibility at some stage in the
future, if we felt it was appropriate, to have a
national element to it; if there was a particular
condition or a particular service that we were
particularly concerned about we could do it. But we
are starting locally and building it up to build
confidence and understanding in it.
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Q73 Dr Stoate: I want to finish with the rather
murky area of Clinical Excellence Awards which
basically nobody really seems to understand inside
or outside the Health Service. Why do you not
simply tie Clinical Excellence Awards to CQUIN
and say to consultants, “If you hit your CQUIN
targets you get your Clinical Excellence Award
because that is transparent and it is easily
measurable”?
Alan Johnson: You might be right about few people
understanding it but all I know is that there is a great
appetite out there for them. I was being urged on
Friday by clinicians in my local patch, “When are we
going to get these Clinical Excellence Awards?”

Q74 Dr Stoate: Surprise, surprise! It is called cash
money; of course there is an incentive for it. But
what I want to do is to tie it to outcomes.
Alan Johnson: You are a cynic, Dr Stoate! Can we tie
it in with CQUIN?
Mr Nicholson: We could tie it in with CQUIN and
what we have said is that as another part of the next
stage review we are currently setting up a National
Quality Board, which brings together experts in the
field, lay people, the regulators and the Department
together in a sense to drive quality from the centre,
and one of the issues that we are dealing with is how
we link Clinical Excellence Awards to the overall
development of the policy around quality. CQUIN
could be one example and there could be all sorts of
other ways we might connect them together, but to
do it in a transparent way is very important.

Q75 Mr Bone: Just for Mr Nicholson there. I was
very interested to hear you to say, “We are going to
devolve it down to local decision-making; we are
going to get quality improved that way. And, by the
way, if they do not do it we will take it back under
central control,” which was the second bit. It does
not seem that the idea of the commitment to
devolving is really there in that statement or was that
a slip of the tongue.
Mr Nicholson: I do not think my tongue slipped at
all. What I was saying is that there is always the
possibility, if we need it, for a national push on
something.

Q76 Mr Bone: I think that is my point, is it not?
Mr Nicholson: For example, if we thought that
dementia was a particular national priority that for
a whole variety of reasons had fallen back then we
might want to think about it. I am not saying we
would do it, but they are the sorts of things.

Q77 Mr Bone: I was not talking about specifics,
Chairman; I am just saying that you cannot have the
commitment to devolving and then saying, “By the
way, we might want to do it nationally.” I am not
saying that one is right or wrong but you cannot
have the commitment to devolve if you are saying,
“By the way, if we do not get what we seek we are
going to go back to national targets.”
Alan Johnson: No, you misunderstood. The point
that Howard was making was about QOF and QOF
has been very successful and it is centrally driven,

why not have an element of that in CQUIN. What
David was saying in response is that this is a very
new area to build up CQUINs and we want it to be
locally determined but there is the opportunity there
to have an element of it, if we decide it is best to do
nationally—and it would be a consensus, everyone
would say, “That one is best to be done nationally”,
once we have got this underway—but it would not
be taking the whole thing and making it national.
You can have one element of it. Just as QOF is lots
of diVerent elements you can have an element of
CQUIN that would be national; that is a long way
from saying that one minute we are devolving and
the next minute we are centralising.

Q78 Dr Taylor: Can we come on to PROMs and can
I welcome them because it has long been known that
to know how the Health Service is doing you just
have to ask the patients. I think it is one of our
experts who reminds us that Florence Nightingale
had three questions—relieved, unrelieved or dead.
So it has taken us 150 years to come to actually ask
the patients what the quality is like. My specific is:
are PROMs going to be linked to CQUIN and how
will they be linked to CQUIN?
Alan Johnson: Yes, is the answer, they will be linked
to CQUIN because it is one of the elements—quality
measured by eVectiveness, safety, patient experience,
the patient experience bit being crucial, although
with PROMs of course we are measuring the actual
outcomes. There is a diVerent bit of work going on
about how you can actually gauge and measure
those things like compassion, the things that nurses
have been saying for a long time—“A lot of what we
do is not measured”—and we are looking at how we
can do that. PROMs will be the absolute basic
experience. Your hip operation, how did it work?
Has it been successful clinically? As well as the other
bits of the patient experience. So it will be a crucial
element in CQUIN.

Q79 Dr Taylor: Is there any estimate of the costs of
PROMs?
Alan Johnson: There is an estimate of about £70
million, £75 million; that is the cost of actually
putting out the questionnaire—one questionnaire
before the operation, another questionnaire
afterwards—actually assimilating the data. So
around about £75.

Q80 Dr Taylor: We believe there is a plan to put
PROMs on the NHS Choices website. Is that so and
roughly when do you think that might happen?
Mr Nicholson: We are not rolling it out until April so
we need to get some data in the bank.

Q81 Dr Taylor: Before you can pull it oV.
Mr Nicholson: We need to get all of that settled
before we can make the results of that public.
Alan Johnson: Sorry, Richard, can I correct that? I
misread it—it is £7.5 million!
Dr Taylor: Thank you very much, that is much
better!
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Q82 Dr Naysmith: Are you confident that the
PROMs deadline will be met in April?
Alan Johnson: Yes.

Q83 Dr Naysmith: And it will be of usable quality
by April?
Mr Nicholson: We think so.

Q84 Dr Naysmith: We were told that from April
PROMs will apply to treatment of hips, knees,
hernias and varicose veins. Is there an intention to
extend it to any other condition?
Mr Nicholson: I am sure we will but in the past we
have been, I think, sometimes unfairly and
sometimes fairly criticised for rolling things out
before we have worked out whether they actually
work or not. This is such an important issue that we
want to take our time with it to get it as absolutely
right as we can. There is a whole series of other
conditions that they could apply to, but we want to
get these right first.

Q85 Dr Naysmith: Do we have any other
frontrunners on any others?
Mr Nicholson: I think there is a whole series that we
are talking about; I would not like to say who the
frontrunners were at the moment.

Q86 Dr Naysmith: How soon after being treated will
the patient actually be asked how much better they
feel? This is probably quite an important point
because if someone has just come out of hospital
they might be so glad to be out of hospital that they
say they feel really great and then six weeks’ later, if
they have had a hip operation, they might say, “It is
not that much better than it was when I went in.” So
it is really quite an important question.
Alan Johnson: It is six months for hip and knee
replacements; three months for hernia and varicose
veins. So it is linked in with the time when a patient
can be expected to have a proper view of what the
outcome has been.

Q87 Chairman: When you publish what is the
potential to being reported or potentially
misreported in the local media it could have some
serious consequences for hospitals, could it not?
Mr Nicholson: This is important information that we
think patients should have. You are absolutely right.
Our experience of these things is that once you start
publishing information you get a lot of excitement to
begin with, but over time people understand it better.
We certainly do not want to keep this a secret from
the patients; patients really do need to see it and
people will want to make choices on the basis of
what they see and I think that is perfectly reasonable
and perfectly right.

Q88 Stephen Hesford: Something slightly diVerent—
day case surgery. We are told that the day case
surgery rates between Trusts and within specialities
vary. How are you addressing this?
Mr Nicholson: There is a whole range of ways in
which we address it, but I would say that in lots of
ways the kind of inpatient day case controversy, if

you like, or discussion is really slightly yesterday’s
conversation. The real issue now I think is day case
to outpatient procedure, which is where the real
drive for change is going. But on the first one
obviously we produced the Better Care Better Value
information, so people can benchmark themselves
against it. We are considering whether that
benchmarking should be as part of the quality
account that an individual organisational system
might want to use. So we have transparency about
all of that and we would expect boards to take notes
of that. We are publishing the information on the
Choices website, so patients can see whether a
particular organisation that they choose do
conditions on a day case or inpatient basis, and we
think they are the kinds of things that are much more
likely to get the results that we need. In terms of the
day cases to outpatient procedure is the real
important and cutting edge in this. We have
organised the pricing system in such that a hospital
gets paid the same amount whether it is done on a
day case basis or outpatient procedure basis, and we
think that will give a financial incentive to drive
organisations to provide better services closer to the
patient and outpatient procedures.

Q89 Stephen Hesford: So if somebody, man or
woman on the Clapham omnibus is just listening to
this and they said that there was an element of
complacency in the way that you first started to
answer me, would they be right, would they be
wrong?
Mr Nicholson: There have been massive
improvements in day case rates over the last few
years and continue to do so because generally
speaking the kinds of conditions that are suitable for
day cases provide better services for patients and
safer services for patients. I think there has been
significant improvement.

Q90 Dr Stoate: The NHS is fairly laboured down
with acronyms and jargons and we have already
quite a few this morning, but I have found a new one,
“normative pricing”; what on earth is that?
Alan Johnson: Let me have a stab at it. It is basing
pricing on standards rather than basing prices on
what they used to be in the past. This is another
Darzi point.

Q91 Dr Stoate: How about diVerence in the tariV?
What is the tariV and what is it to do with
normative pricing?
Mr Nicholson: If you take the tariV for a cataract the
tariV price is the reference cost, which is virtually the
average of what a cataract costs across the whole
country and we recalculate it every year. So as the
unit price goes down the average goes down. So
currently the tariV is an average. What normative
pricing says is that average may not be the right
circumstances; average may not be right. What we
need to do is look at from the bottom up what are
the actual costs of providing best practice service for
cataracts, and then when you have worked that out



Processed: 27-05-2009 19:09:15 Page Layout: COENEW [E] PPSysB Job: 427054 Unit: PAG2

Ev 34 Health Committee: Evidence

11 March 2009 Alan Johnson MP, Mr David Nicholson CBE and Mr Hugh Taylor CB

you can calculate what a tariV is based on what your
best practice is. So it is moving away from an average
into what best practice is and a reflection of that.

Q92 Dr Stoate: I thought the tariV was originally
calculated on roughly what it costs for a hospital to
provide a similar standard of service across the
country.
Mr Nicholson: It is an average. For example, on
cataracts the vast majority of cataracts are on a day
case basis at the moment, but there are still some
hospitals where they do them on an inpatient basis.
The average cost for a cataract will have all of those
costs in.

Q93 Dr Stoate: So what practical diVerences will be
there for a hospital either to go for the tariV or the
normative price? What is the diVerence?
Mr Nicholson: I do not think we will give hospitals a
choice as to whether they go for one or the other; we
will decide in which conditions we think that
normative pricing would work.

Q94 Dr Stoate: But how do you get round the fact
then that some Trusts are going to be faced with a
more expensive case mix, or some local
circumstances which eVectively mean that they will
not be able to do it at the normative price?
Mr Nicholson: You mean they will not be able to do
best practice?

Q95 Dr Stoate: They might be able to do best
practice but it might cost them more to do best
practice?
Mr Nicholson: Then they will have to reduce their
costs then, will they not?

Q96 Dr Stoate: I am still not happy with that
because, for example, if a hospital is taking a
complex mix of patients due to their demographic
position it is not about best practice. They might be
oVering best practice but best practice might cost
more in their area.
Mr Nicholson: But the case mix would be reflected in
the normative pricing, would it not? You would not
do a best practice calculation of a particular
condition and then apply it to more complex cases,
would you?

Q97 Dr Stoate: I do not know, that is what I am
asking you.
Mr Nicholson: It may be that more complex
conditions are where you do use normative pricing,
where the tariV at the moment of averages does not
work. I think it has the opposite eVect; I think it is
a benefit.

Q98 Dr Stoate: You are quite happy then for a
hospital to come back to you and say that “The
normative price does not work in Margate, I want a
diVerent one”?
Mr Nicholson: No. We will expect them to deliver on
the national tariV.

Alan Johnson: What Darzi said is that there should
be a best practice tariV. We are looking to increase
quality; we should be looking at who does the best
work, what the best practice is. I doubt it was Darzi
who said that, it was all the clinicians who were
engaged in this big debate. We are going to introduce
this from 2010–11 in some specific areas and I think
cataracts will be one of them and stroke will
probably be another one, and some other areas, to
see whether we can make this more than just an idea
in the Darzi Report and actually put this into
practice. But it is all about improving quality and,
yes, there will be elements, Howard—and they are
very important elements—that we will have to take
into account, but the principle of it I think had a
wide buy-in; that instead of the average let us look
at what the best practice tariV should be not the
average tariV.

Q99 Sandra Gidley: Before we move on I just wanted
to pick up on Howard’s point because I do not think
his question was answered. My local hospital is
Southampton, which is a tertiary centre, and
certainly they have raised with me in the past the idea
that they have all the diYcult cases which are
inevitably a little bit more expensive to treat. So what
I am not clear about is how they will be treated fairly
under this because I am sure they are best practice
but inevitably the case mix they have is more
complex and would inevitably, I would have
thought, be more expensive.
Mr Nicholson: I am sorry; I am obviously not
explaining this very well. The first thing is that they
should be in better circumstances now since the
implementation of HRG4 because, as you probably
know, in HRG3—

Q100 Sandra Gidley: We are coming on to HRG4 in
a minute.
Mr Nicholson: I will not go into that.
Alan Johnson: That is something to look forward to!
Mr Nicholson: Normative pricing should be able to
take account of complexity.

Q101 Sandra Gidley: It should?
Mr Nicholson: It absolutely should be able to; that is
precisely what is there to do. It is not an average; it
looks at a particular condition with a particular
complexity and says what the best practice is and
then builds up from the bottom up what the cost of
that will be.

Q102 Sandra Gidley: So could you then end up with
having a number of diVerent prices for hip
replacement?
Mr Nicholson: Depending on the complexity. You
have now—you have not got diVerent prices because
they are all put together in the same HRG but you
can have diVerent kinds of hip replacements, that is
absolutely true.

Q103 Sandra Gidley: So tertiary centres need not
worry that they will be subsidising the more complex
procedures?
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Mr Nicholson: Not through normative pricing; that
will not aVect them at all, in fact it will benefit them.

Q104 Sandra Gidley: So they will be doing it through
some other means?
Mr Nicholson: No, they will always complain, it is
the nature of these organisations to complain. But as
we get the—

Q105 Sandra Gidley: Sometimes justifiably.
Mr Nicholson: Yes, occasionally, that is absolutely
true; and we do respond and in fact HRG4was a
response to that because HRG4 is a much more
granular way of dealing with pricing.

Q106 Sandra Gidley: Granular—what does that
mean in English?
Mr Nicholson: I thought it was good English. For
example—

Q107 Sandra Gidley: Not the English that your man
in the Dog and Duck can understand.
Alan Johnson: You are not the man in the Dog and
Duck!

Q108 Sandra Gidley: No, we are a Health Select
Committee, it is not that diVerent!
Mr Nicholson: If you take the HRG3 point,
whatever it was—I cannot remember what it was—
there were over 600 diVerent groupings, so
everything that happened in a hospital went to the
one of 600 groupings and we had a price for each of
them. HRG4 there are 1400 groupings, so your
ability to distinguish between diVerent conditions
now is much greater than it was under the old
regime.

Q109 Sandra Gidley: So it is more precise?
Mr Nicholson: It is more precise.

Q110 Sandra Gidley: I think that is a much better
word than granular actually.
Mr Nicholson: I am sorry; I will never use it again!

Q111 Sandra Gidley: The question was going to be
why are you introducing the HRG4. Clearly it
provides a much more precise system. What
diVerence do you think it will make?
Mr Nicholson: We have had huge amounts of clinical
buy-in to this particular process. We have had 30
diVerent subgroups of clinicians—we have had over
300 clinicians working with us to get a better, more
clinically relevant grouping. So that is the first thing,
it should have and has more clinical buy-in.
Secondly, it enables us to be more precise in our
pricing arrangements—it makes it much more
transparent. What we think is that the conclusion of
that will be that it will be fairer for organisations,
which will better reflect the case mixing complexity
of the services that they currently provide.

Q112 Sandra Gidley: But will it lead to more code
switching? How is it going to be monitored so that
hospitals and Trusts always use the right code for the
right operation and do not sneak something up into
the next category?
Mr Nicholson: In anywhere in the world where these
kinds of coding systems are implemented there is
always something that is described as code drift.
Some of that is positive because it is better coding
and part of the problem we have in the country
actually is that some of our coding is not as good as
it should be; so it is better coding and more directly
related to the financial benefits of the organisation.
So it seems to me that that is a good thing. The way
in which we do this of course is through the
Healthcare Commission and their arrangements for
their assessments; they look at coding in individual
organisations. And the Audit Commission expects
every organisation to have a way of auditing their
coding, and as part of the report that was done into
the future of PBR we expect PCTs to have access to
the auditing and coding in individual organisations
as well.

Q113 Sandra Gidley: That is good. Have you done
any assessment as to which Trusts will gain and
which will lose from the new tariV? Is there a
league table?
Alan Johnson: No.

Q114 Sandra Gidley: You have not, so you do not
know how that will pan out in the end?
Alan Johnson: No because the only way we could do
that would be by using historical data.

Q115 Sandra Gidley: Obviously any change creates
a period of instability. How is the Department
planning to manage that, particularly given the late
publication of the new Payment by Results tariV?
Alan Johnson: We are being careful about this. We
are not introducing the new, more sophisticated
tariV in A & E because it is not robust enough yet.
We are putting a cap on the market forces factor—it
cannot go more than plus or minus 2%, just to see
how this settles down. There are some safety
measures in there, so I do not accept that it will be as
disruptive as perhaps you are predicting.
Mr Nicholson: There are three things going oV at the
moment in terms of the funding. There is the
changing in the allocation formula; there is the
market forces factor changes; and there is HRG4. So
you have three things interacting together. It is quite
diYcult when organisations look at what it means to
them to separate out what the various impacts are.
What we have said is that because of the technical
changes we expect no Trust to be put in financial
diYculty because of that and we have asked
Strategic Health Authorities and PCTs to work with
individual organisations to make sure that we have
a smoothing mechanism, so that those when they do
the calculation . . . You do not like smoothing,
either?
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Q116 Sandra Gidley: No, I do not like jargon; sorry!
Mr Nicholson: Sorry. What is the word I want?
Alan Johnson: Granular!
Mr Nicholson: I need to be more precise, I am sorry!
I will give up; I will not speak any more!

Q117 Stephen Hesford: Payment by Results, has it
reduced costs and/or improved outcomes?
Alan Johnson: It has reduced unit costs. We funded
a very important study by Aberdeen University and
others that said that. I think the Audit Commission
has done something on this, saying something
similar.
Mr Nicholson: Yes, they did.
Alan Johnson: So, yes, I think it is a proven benefit.

Q118 Stephen Hesford: That was costs. Outcomes.
Alan Johnson: Outcomes in terms of what is
happening out there—premature deaths by
cardiovascular disease down by 40%; cancer
premature deaths down by 2% a year; and
improvements in other areas. I think Payment by
Results has played its part.

Q119 Stephen Hesford: Has such a system been
proved to improve eYciency in any other
healthcare system?
Alan Johnson: I do not know about prove it; it is used
in other healthcare systems. I think this idea of the
mixed basket of measures that you would use has
been used widely—it is certainly used in Germany
and it was used in other European countries after us,
I think. We have kind of been in the vanguard of this.

Q120 Stephen Hesford: So we kind of led the way,
did we?
Alan Johnson: I think we were in the vanguard.

Q121 Stephen Hesford: Leading the way?
Alan Johnson: Maybe!

Q122 Stephen Hesford: TariV-splitting—a bit of
jargon, I think. Has the issue of tariV-splitting been
resolved so that the money really does follow the
patient if there care is split between acute and
primary sectors?
Mr Nicholson: Yes. The thing about Payment by
Results is that it tends to focus on institutions rather
than care pathways. So it tends to focus around
hospital stays rather than the complete pathway that
a patient might go in.

Q123 Stephen Hesford: You mean the beginning and
end of the journey?
Mr Nicholson: Absolutely, yes; so it tends to do that.
As we move more services or parts of services out of
hospital into the community it can become a
disincentive; so it can stop hospitals wanting to, if
you like, give up their patients too early or too late.
So tariV-splitting was a mechanism by which you
can start to share the money across the diVerent
organisations and the approach that we took was
permissive rather than mandatory. And we gave
some examples of places—stroke care is one, some
rehabilitation service is another. Where there would

be a benefit to patients to split the tariV in that way
you should be allowed to do it. The benefits of
HRG4 it makes that much easier because of the
precise way in which the HRG is constructed. So we
think there is more of it; we think it is a good thing
as long as it benefits patients.

Q124 Dr Naysmith: Moving swiftly on to personal
health budgets.
Alan Johnson: Back to politics at last!

Q125 Dr Naysmith: Some of us here remember
fondly the Department’s 2006 White Paper, Our
Health, Our Care, Our Say, in which personal
budgets for healthcare were ruled out on the grounds
that that would be contrary to the founding
principles of the National Health Service. So why
have you changed your mind now?
Alan Johnson: That was also said, of course, about
withdrawing NHS care from people who buy drugs
that are not available on the NHS, and I hope,
subject to your report as well, that we have cracked
that problem. I think this is raw politics actually; we
are back to raw politics. We listened to what people
said and actually the benefit of the fact that this is
now being debated in the House of Lords is that you
should go and look at the transcript in Hansard and
see what Baroness Campbell of Surbiton, who is a
long term care suVerer and Equality and Disability
Commissioner said about this. Read her saga of the
ripple mattress; she has to have a ripple mattress to
prevent bedsores, and the saga she went through to
change her ripple mattress and the bureaucracy and
the money that was spent unnecessarily. It is just one
little episode. So why are we doing it? We have ten
years’ experience in adult social care of direct
payments in individual budgets.

Q126 Dr Naysmith: 2006 is not a very long time ago;
it is only just over two and a half years.
Alan Johnson: Yes. I can elaborate on that.

Q127 Dr Naysmith: What I am asking you, Alan, is
why has this come on the agenda now? You have said
it is raw politics.
Alan Johnson: In 2006 we said that this would
interfere with the principles of the NHS. We now
think, given the success in adult social care, given ten
years’ experience in adult social care, given that
people with long term conditions, like Baroness
Campbell and many others, are saying, “We believe
that this issue of choice and us having some control
over this is as important in the NHS for people with
long term conditions as it is in adult social care.” So
we listened to that and we are going to be very, very
careful about how we introduce this. We are talking
about pilots.

Q128 Dr Naysmith: I was going to ask you about the
pilots. Are you really going to carefully evaluate
them and what is it you are going to look at in the
pilots to enable you to say that this is something that
needs to be rolled out or not? One of the failures of
a number of things in the NHS—no, it is unfair to
say it is just the NHS, it is government policy—is
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that they start piloting things and then before they
have been properly evaluated they are rolled out all
over the country and then nobody knows whether
they work or not.
Alan Johnson: I think David was referring earlier to
criticisms from this Committee and others about the
failure to pilot things adequately in the past. We need
the legislation to pilot; we cannot even pilot without
the legislation. So the legislation is to get the pilots
underway, and, subject to the House, of course, we
will close the deadline for PCTs to say, “We want to
take part in this pilot; it is at the end of this month.”
So subject to the legislation we will then see what
PCTs are proposing.

Q129 Dr Naysmith: You are going to take proposals
from PCTs?
Alan Johnson: We will take proposals from PCTs as
to how they think this can help and what they can do
to pilot this and then we will very carefully . . .
Because there are diVerent problems here and I
understand the gist of your question and I
understand why Our Health, Our Care, Our Say put
it in the too much trouble box. This is very, very
diYcult, not least of all because we will have to
ensure that we do make sure that the principles of the
NHS recently enshrined in the Constitution are not
undermined by this.

Q130 Dr Naysmith: Have the initial guidelines gone
out to PCTs then?
Alan Johnson: No. They are clever enough to see
what the score is here. This will very much depend on
individuals. You have seen people in adult social
care, whose lives have been transformed and you
cannot actually—

Q131 Dr Naysmith: I have a constituent whose life
has been transformed.
Alan Johnson: You cannot actually put this down in
Whitehall or Richmond House or anywhere; you
have to go out and see—like the famous ripple
mattress with Baroness Campbell—how you can
introduce the structure here.

Q132 Dr Naysmith: But there are dangers because it
may not be for everyone and it may be very easy to
lump people and give them—
Alan Johnson: It has to be voluntary.

Q133 Dr Naysmith: . . . a bit of money to go away
and not bother the NHS any more. I am sure that is
not what is envisaged but it is one of the dangers in
this individual payment system.
Alan Johnson: Let us be clear, what we do know
about this in terms of how we pilot this, the
individual budget will have to be associated with the
care plan, worked out with clinicians and with the
National Health Service. It will be about meeting the
whole of the costs of that care plan—not part of it,
so there is a top-up from the private sector—meeting
the whole of that cost. So that is a very important
prerequisite for the pilots taking place.

Q134 Dr Naysmith: The final question is some
people have suggested that this might lead to the
NHS subsidising private care. Is that in any sense a
danger? It is probably related to what we were
talking about a few minutes ago and the principles
of the NHS.
Alan Johnson: That is part of the need for a careful
pilot. No, it is the total costs and not part of the costs
that will be part of the plan, so we are very aware of
that danger and that problem and the pilots will see
whether we can overcome it.
Dr Naysmith: This Committee functions on
evidence-based politics, evidence-based National
Health Service, so I am glad to hear that you are
going to implement this by piloting and evaluating
carefully the outcomes. Thank you.

Q135 Sandra Gidley: I have some more jargon, I am
afraid, or acronyms. We are told that some PCTs are
piloting something called P4P4P, which is
apparently “pay for performance for patients”,
which involves incentivising patients to stop
smoking, lose weight, probably by means of money
and it works with GPs. How is that being evaluated?
Alan Johnson: The PCTs have been responsible for
evaluating it. They are responsible for
commissioning and evaluating it. That is the first
time I have heard of P4P4P, so I must look up who
is doing this. But I can understand why they are
doing it because it is about stopping smoking,
obesity, etcetera. One of our healthy towns pilots is
Manchester, where there idea is that people earn
points for proper diet and plenty of exercise and they
redeem those points at health centres, gyms,
swimming baths, etcetera. It is a great idea and that
is shy it is part of healthy towns. So it is up to the
PCTs to justify this. It is a very important part of
health inequalities and the PCTs are doing all kinds
of imaginative things. It is also crucial to innovation
as well; we want people to thinking innovatively
about how they tackle these problems.

Q136 Sandra Gidley: So it is the PCTs we have to
hold to account about this?
Alan Johnson: Yes.

Q137 Mr Bone: Secretary of State, I want to ask you
some questions about the National Capitation
formula. It only seems a few weeks ago you were here
and telling me that Northamptonshire was the worst
funded Primary Care Trust in the whole country
according to the National Capitation Formula.
Little did I know that you would be back here and it
would all be changed. Of course, what you have
done is you have changed the measurements, so we
are now not oYcially the worst funded Primary Care
Trust in the country. You have spent great sums of
money revising the formula but in reality nothing
changes. More or less the same amount of money is
given to each Primary Care Trust, there is a slight
marginal diVerence, but you are never going to take
money from a PCT that you think is over-funded
and give it to somewhere like Northamptonshire
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that is under-funded. So is it worth all the money and
expense of actually doing this Capitation Formula;
is it not just complete spin really?
Alan Johnson: It has been done since 1976 but the
diVerence of course under this government is that we
are looking to tackle health inequalities, which were
two words that never went together under the
previous government. Let us get this in context: it is
not about under-funding Northamptonshire or
anywhere in else; this increase in funding from about
£400 per head of the population to £1,600 has meant
that everyone has seen a huge increase in their
funding, including Northamptonshire. What we do
to tackle health inequalities—because the basis of
one element of this is that people with the highest
health needs, which is mainly deprived areas, where
there are these terrible disparities and between Hull
in my constituency and Beverley, which is seven
miles away, there is seven years’ diVerence in life
expectancy so one year for every mile—as politicians
I would suggest that we need to tackle that problem.
I would suggest that as politicians we need to tackle
that problem. If we are going to tackle that problem,
one element of it—and only one element because
health cannot do this by itself—is the amount of
funding we allocate. What has happened is that
ACRA, the Advisory Committee on Resource
Allocation, which consists of clinicians, academics,
et cetera, has to up-rate the data because
populations shift, things happen in constituencies
that mean that areas that were deprived are no
longer deprived and things happen with
unemployment. They have just revised them. That
does not mean that you are now more under-funded.
Northamptonshire was previously—

Q138 Mr Bone: — the worst funded, yes.
Alan Johnson: It was not the worst funded. What we
do is set a target based on all these diVerent elements
and then calculate your distance from the target.
You were furthest away from your target. Your
funding had gone up to levels never dreamt of in
Northamptonshire under previous decades or
previous governments, but your distance from
target, which is what we are talking about, has
changed because the formula has changed. I was in
a room near here with a crowd of colleagues that
Kevin will know from deprived communities,
Members of Parliament, saying that what we should
do is take money away from areas which are
overfunded, like Kensington and Westminster, et
cetera, which do not have these problems of
deprivation, and give it to poorer areas. It would
solve your problem, for instance. That is not how we
are going to do this. We want everyone to have an
increase in funding. We want us gradually to move
towards the target. Under the previous formula we
moved everyone from 20% oV target to no more than
3%. Now we will have to start the process over again
because the figures have changed, but no one is more
than 6% oV the target. The last time we did this in
2006 people were 14, 15 and 16% oV the target. It is
quite a complex issue. You cannot allow it to be

expressed on this very august Select Committee as
people being under-funded; that is a distortion of
what we are talking about here.

Q139 Chairman: The new table says that
Rotherham, which was 1.2% under the target, is now
6.2% under the target. Some people are not going to
feel happy about that. I understand why that is the
case, it is the deprivation figures and everything else.
How long is it going to be? Are you setting a
timetable to equal this out? Kensington and
Westminster is about 50 million to the good,
something like that.
Alan Johnson: The fact you are 6.2% oV the target is
great news for Rotherham.

Q140 Chairman: It is 6.2% as opposed to 1.2% a few
months ago.
Alan Johnson: It is because ACRA has decided that
Rotherham should get more money in their health
system. They have decided that Hull should get more
money in their health system. If they had said you
are 1.2% that would mean you are going to get less
money eventually into Rotherham. It is diYcult to
explain but it is good news.

Q141 Chairman: We are going to get more than we
received two months ago. When?
Alan Johnson: By the end of this spending review
period you will not be 6.2% away from your target,
you will be closer to your target and then we will
have to see what happens in future spending reviews.
When we started to introduce health inequalities
into it people were 20% oV the target. Now 6.2% is
the furthest anyone would be oV the target. We are
gradually getting there. Surely that is a better system
than taking money away from areas. Everyone’s
health is improving no matter what their social class
and that is great and they should all have an uplift in
their funding. This is the classic Fabian principle of
gradualism that you will appreciate to get to that
target. It is an element of health inequalities and a
very interesting one.

Q142 Mr Bone: The question I want to ask is about
the building of hospitals in the future. My
constituency does not have a hospital and we would
like to have one in the future. We think we deserve
one. I have in front of me a report from a meeting
you had a few weeks ago where you alleged that
something along the lines of PFIs, which are the
preferred system of building hospitals, is plan A and
we do not have a plan B, and now that none of the
banks have got any money or are likely to have any
for a few years the absence of a plan B is going to
cause a real problem in taking new hospitals to
conclusion. I think you went on to say that 2010–11
and forward is going to be really tight. Is that an
accurate reflection of your views?
Alan Johnson: I am aware that 2010–11 is going to be
a really tight year, let us not hold the front page stuV.
There is going to be a lot of capital investment in
2009–10. We are bringing forward capital
investment from 2010–11 to 2009–10. The whole
basis of this recovery plan is that 2010–11 becomes a
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diYcult year. 2010–11 being tight is common
knowledge. On PFI and plan As and plan Bs, I do
not know where that comes from.

Q143 Mr Bone: I think it was a meeting you were at.
Alan Johnson: Was this the report from a
confidential meeting that someone put an email out
about? Excuse me if I do not recognise that. On the
issue of PFI, I do not think we need a plan B on it
because, apart from North Bristol, which Doug will
be extremely pleased about, which is a £425 million
PFI—

Q144 Dr Naysmith: Thank you, Secretary of State!
Alan Johnson: —that has just got its consent to
proceed, there is nothing on the horizon for 18
months. After 18 months we will be in a completely
diVerent economic position and, I hope, through the
downturn.

Q145 Mr Bone: So there are no major PFIs going
forward. Presumably that means there are no major
hospital programmes going forward. It is alleged
that the Chief Secretary to the Treasury, despite the
fact that there are not going to be any PFI projects
in the future going forward, is going to give money
to PFI companies, because they cannot get them
commercially from banks which are owned by the
government, which we then pay a premium for to be
lent back to the NHS at no risk to the private sector.
I am pretty pleased in that sense that there are no PFI
projects going forward because it would be a bit of a
nonsense, would it not?
Alan Johnson: There are lots of PFI projects going
forward. The important thing is about the pipeline.
The PFI projects are up and running. We will have
built 110 new hospitals by 2010. We said we were
going to build 100; we have actually built 110. No
previous government has ever got anywhere near
that level of capital investment. The PFIs that are
going through are not a problem. What are the PFIs
in the pipeline that have not got their funding rates?
It is only North Bristol and everything looks really
optimistic about that. So there will be hospitals built
during that period. What the Chief Secretary to the
Treasury announced was perfectly sensible. She said
that government can be a part-funder as well as
everybody else in this field for PFIs. That strikes me
as absolutely sensible to get through the current
diYculties. The diYculty is not the expense of
borrowing the money, it is the actual diYculty in
getting the money. It is not expensive to borrow. So
the Treasury stepping in to do that is absolutely
right. We certainly would never have been at this
level of being able to have 750 new primary care
centres and 110 hospitals without PFI making a
contribution.

Q146 Mr Bone: I understand PFI stands for Private
Finance Initiative. If it is a Private Finance Initiative
where does the government money come into it?
Alan Johnson: The whole point about PFI is it is a
partnership between the public and the private
sector.

Q147 Mr Bone: Do you think it was unfortunate that
the £1.3 billion that the trade union leader who,
Secretary of State, could not find anything to spend
it on, gave it back to the Treasury earlier on? If that
£1.3 billion was still available you might be able to
build some new hospitals instead of not being able to
build any in the future.
Alan Johnson: We will have 110 new hospitals. 2010
is, on my calendar, the future.

Q148 Mr Bone: One new hospital. That is all we are
hearing, is it not? For the next couple of years you
are just going to have one new hospital, are you not?
Alan Johnson: No. Over the next couple of years we
are going to have loads of new hospitals, but there is
only one in the pipeline and that is a £425 million
new hospital, it is state of the art. We have got
Birmingham coming along and that is an
extraordinary new hospital. Her Majesty the Queen
opened the £75 million new oncology centre in
Castle Hill. I will open the new heart centre in Castle
Hill just outside my constituency. Surely, Mr Bone,
you are not complaining about a lack of new
hospitals. It would be the first time I have heard any
such extraordinary complaint.

Q149 Mr Bone: Come to Wellingborough. This is
really stretching my brain and, with all due respect,
I am a chartered accountant.
Alan Johnson: Good. You must have a big brain!

Q150 Mr Bone: Let us talk about the capital cost.
The PFI was designed to get these hospitals oV
balance sheet. From April I understand you have got
to bring them on balance sheet, pay a charge in
capital costs as well as the PFI charges. Is there some
“double whammy” here or have I missed something?
Is that not what is going to happen?
Alan Johnson: No, it is not what is going to happen.
I think you would be best talking to a Treasury
minister about how they organise PFIs. As far as the
Health Service is concerned, we have one in the
pipeline, which is Bristol, that is going ahead and
nothing else for 18 months. When we get to the end
of the 18 months we will look at the terrain around
us under this Government and see what money is
available in terms of our future investment. Of
course, not all of our new hospitals have been
through PFI. A large number of them and a large
number planned are pure Treasury purchases.

Q151 Mr Bone: So we are not diverting money from
healthcare to pay capital charges because of a
change in accounting rules?
Alan Johnson: No, we are not.

Q152 Dr Taylor: I want to ask about Independent
Sector Treatment Centres. We are coming to the end
of the contracts for the first-wave ones. Have they
been value for money? Figures collected by the
Health Service Journal suggest that they are only
delivering about 85% of the contracted value. Is this
value for money?
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Alan Johnson: I think it is. All of the contracts have
to meet Treasury guidelines. You have to look at the
fact that the people setting up Independent Sector
Treatment Centres have to have cases referred to
them as well. Reaching an 85% utilisation rate I
think is reasonable. We certainly would not have
reduced waiting times, we would not have improved
the patient experience and we would not have done
all the things we have done without the contribution
of Independent Sector Treatment Centres.

Q153 Dr Taylor: Is there a widespread resistance
from NHS commissioners to using these or is that a
local impression I have got?
Alan Johnson: You have to give them time. I was
before this Committee talking about other waves,
some that have been stopped, some that have gone
forward, because you have to be absolutely sure that
you are meeting the capacity problem, and it is good
value for money. You have to allow time for the
utilisation to build up. There was an issue initially, in
London in particular, of an absence of patients being
referred to the Independent Sector Treatment
Centres.

Q154 Dr Taylor: This table came from the Health
Service Journal. It does not actually show a
consistent build up. Some of them have built up over
the years but it does not seem to be consistent.
Another thing we picked up when we did the inquiry
in 2006 was we got lots of anecdotal stories about a
poor quality of service and complications. Has there
been any extra, hard evidence on standards of care
since 2006? Can we be confident that they are not
having more complications from their hip and knee
replacements?
Alan Johnson: There is lots of anecdotal evidence
about how it has improved the performance
throughout the whole area. Indeed, I hear this
practically everywhere I go. I do not think we have
done the analysis yet. I think the analysis is still to be
done about the whole issue of ISTCs.

Q155 Dr Taylor: Did you commission the Royal
College of Surgeons to do a survey of this?
Alan Johnson: I do not think so. Mr Nicholson?
Mr Nicholson: To do a survey of?

Q156 Dr Taylor: A survey of the comparative
quality of care between ISTCs and the NHS. I am
absolutely sure there is a study going on.
Alan Johnson: I hope there is, but it does not spring
to mind!

Q157 Dr Taylor: I think this is information that has
come from the Department of Health. It says, “ . . .
the Department estimates that across the whole
period of wave 1 contracts, the average cost above
the NHS equivalent cost of all wave 1 ISTCs is
approximately 12.2%. The Department estimates
that across the full period of currently signed phase
2 contracts, the average cost below the NHS
equivalent cost of all phase 2 ISTCs is 7.3%.” Am I

right in saying that the first wave costs us a lot more
than the NHS and the second wave is actually a
bargain, it is going to cost us less than the NHS?
Mr Nicholson: I would not say it is a bargain. A
number of the second wave ISTCs are providing
services below tariV, that is true.

Q158 Dr Taylor: When it comes to the new contracts
for phase 1, will they be forced to give this same
saving?
Mr Nicholson: Since we set up the wave 1 we have
introduced free choice for patients, so patients can
choose any NHS hospital to go to plus about 127
diVerent private and voluntary sector organisations
to be treated at the taxpayers’ expense. The deal
there is that if you provide NHS quality services—
and CQC will be responsible for both registering and
monitoring that—then you are entitled to the tariVs.
When we renew the contractual arrangements we
would expect them to go on to tariVs.

Q159 Dr Taylor: So all ISTCs, as far as you know,
are on choose and book, are they?
Mr Nicholson: As far as I know.

Q160 Dr Taylor: Coming back to what you said
earlier, Secretary of State, about The Spectator, I
think you said that the centres had produced a zoom
in performance in local NHS hospitals. Is that
anecdotal or is there any evidence of that?
Alan Johnson: It is anecdotal, but it is consistently
anecdotal. I would be very surprised if there was not
any evidence once we do the analysis.

Q161 Chairman: When you say that is anecdotal, do
we measure outputs from NHS hospitals? Do we
count the number of hip operations or knee
operations in a hospital in orthopedic surgery?
Mr Nicholson: Yes.

Q162 Chairman: So you should be able to look at
South Yorkshire and see whether or not there is more
taking place in the local hospitals now than there
was five years ago before the introduction of the
ISTC.
Alan Johnson: You would have to look at what the
factors were that led to that. In some cases it is extra
capacity, we employ more consultants, more doctors
or we build a new wing to the NHS hospital. There is
a new hospital. There is more space. So in analysing
whether that improvement was caused by the
presence of an ISTC, which anecdotally people say
has lifted performance in the NHS, you would have
to be a bit more rigorous. I fully admit that it is only
anecdotal evidence.
Chairman: Our ISTC report did pass comment on
the lack of evaluation in the public and the
independent sector. We could have measured what
the likely eVect was going to be.
Dr Taylor: Do you not remember that an inquiry
was commissioned to look at quality and outcomes
from ISTCs?

Q163 Chairman: Maybe we will go back and look at
the Government’s response to our report.
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Mr Taylor: My recollection is that there was a survey
done of quality output from ISTCs. I cannot
remember whether it was the Royal College of
Surgeons. I do remember that being done. It is not
right in the front of my mind.
Chairman: It may have been in response to our
report. It would be useful if you could find some
information on that.
Dr Taylor: It has not reported yet, I am quite sure,
but it should do soon.

Q164 Dr Naysmith: A recent Health Service Journal
article listed 20 trusts that are not expected to
achieve Foundation Trust status by the current
deadline, which is 2010. What do you expect to
happen to these trusts?
Alan Johnson: The Health Service Journal has
cropped up a lot today and they seem to be
remarkably accurate. We asked SHAs to assess
where they thought these hospitals would be by 2010
and 19 were identified. We will not quibble about the
diVerence in figures. As part of that exercise now
strategic health authorities are working with those
hospitals to get them to have all the characteristics
of being a Foundation Trust by 2010. There are no
cruel and unusual punishments planned as far as I
know, but Mr Nicholson may have a few up his
sleeve.

Q165 Dr Naysmith: Some of these trusts have been
trying for some time to get themselves into shape for
Foundation Status.
Mr Nicholson: We have been going through the
process with the strategic health authorities to
identify a pipeline of Foundation Trusts so we can
make sure we get the maximum number through as
rapidly as we can. When the strategic health
authorities did that—and obviously this is very
much dependent on a whole series of actions being
taken and going through the monitoring process and
all the rest of it, because it is not guaranteed you can
deliver all of these in time—we came up with 19 that
would not. There is a whole variety of reasons why
some organisations simply do not look able at this
stage to go forward. It could be that their
configuration is wrong or it could be that the tariV is
particularly diYcult for them. There is a whole series
of things that need to be put right. We have not given
up on any of that 19. We still want to think of ways
in which we can do it. At some stage there needs to
become an end to this process because we did say
that every organisation would be able to apply at
some stage. There are alternatives to becoming a
Foundation Trust. We could merge them with other
organisations. There are some examples around
south-east London at the moment where they are
going through a process of consulting around the
merger of organisations. So a bigger organisation
that may be much more capable of dealing with the
regime in the future might be created. There will be

some where they are taken over by existing
Foundation Trusts. The one I remember best is
Good Hope where the Heart of England
Foundation Trust took it over and completely
transformed it as an organisation. That is another
option. There is the possibility of Foundation Trusts
taking management contracts for franchising to run
other organisations. There are several alternatives.
We are working through at the moment what the
significance of that is because we expect all NHS
organisations in that sense to become Foundation
Trusts as rapidly as we can make them.

Q166 Dr Taylor: This is really a very definite sort of
request. Four years ago now this Committee did a
report on the prevention of Venous
Thromboembolism in hospitals and we learnt that
there were something like 25,000–32,000 deaths a
year, a large number of which were preventable. We
had every hope that this would be a tier 1 vital thing
coming up under the operations framework, with
healthcare infections causing something like 5,000
deaths, a fifth as many is tier 1. Mr Nicholson has
already explained that financial matters are not on
the tier because it is already a definite “must do”. We
gather that on VTE all that is needed is a mandatory
risk assessment, which is very easy to do, it takes
very little time and is a part of the automatic history
when somebody goes into hospital with a surgical or
a medical condition, but this is not yet being
mandated and inspected by the Care Quality
Commission. Baroness Young was very clear that it
was not her fault when she told us, “We have under
the Act that establishes requirements for the periodic
review to seek the Secretary of State’s approval and
we did not get that for this line.” Is there any way
that this could be moved up to tier 1 because it is
absolutely crucial?
Alan Johnson: I agree that it is a crucial issue. My
colleague John Smith is the chair of this. The issue
about the operating framework is that we were very
clear—and I think the Committee would support
this—that if you prioritise everything you prioritise
nothing. We have been very careful about what is a
tier 1 priority. Indeed, what we have tried to do is,
instead of overloading and burdening the business,
to have some consistency. So the five priorities last
year are the five priorities this year and they do
include safety. I will look at how we can actually
move this issue along and how we can get the
assessments you talked about. I will look into this
personally to see what we can do, but if it is a tier 2
or a tier 3 issue that does not mean the NHS is
concentrating on tier 1 priorities. Let me look to see
what more we can do.
Dr Taylor: Thank you very much.
Chairman: May I thank all three of you for coming
along and helping us with this session. Where we said
we would like some further feedback from you, I
would really appreciate it if we could get that. Thank
you very much indeed.
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Supplementary note to Question 37 (HC 340–i)

List of Consultants

14 Ltd.

2gether NHS Foundation Trust.

39 Essex Street.

3JL Limited.

4PS Preparing Professionals for Partnership with the Public.

8HWE Ltd.

A T Kearney Limited.

Ability Net.

Abraham, Laila.

Academy Learning Ltd.

Academy of Medical Educators.

ACAS.

Accenture Plc.

Access Advocacy Ltd.

Acclaim Events and Media Communications.

Accura Consultancy Limited.

Ace Surveys UK Ltd.

Achievement Through People.

Action Against Medical Accidents.

Acumen Consortium AMTEC.

Adamson, Tracey.

Added Value Learning Ltd.

Addleshaw Goddard.

Addleshaw Goddard OYce Accout.

Adecco UK Ltd.

Aetna Health Services UK Ltd.

African HIV Policy Network.

Agarwal, Dilip.

Agnes, Nairn.

Ahern, Patricia.

AI Consultancy UK Ltd.

Aitken, Maryanne.

AJM Consultancy Ltd.

Alan Fellows Associates.

Albemarle Interim Management.

Alberti, Kurt George MM.

Alchemica.

Alcohol Concern.

Alder Hey Childrens NHS Foundation Trust.

Alder King (Gloucester).

Alexander, Ingrid.

ALH Initiatives Ltd.

Alium Partners Limited.

Allen Carr Consulting Ltd.

Allen, Elizabeth.

Allen Holmes Limited.
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Allen, Jon.

Alliance Medical Ltd.

Allied Project Associates.

Allied West Environmental Consultants Ltd.

Allott, Richard Mark.

Allsop LLP.

Alphacare (Rehab) Ltd.

Alpine Resourcing TA Alpine Consortium.

Altwarg, Hadas.

Amin, Dr Niro.

AMN Associates.

AMS 2255 Limited James Gold.

AMTEC Consulting Plc.

AN Computing Ltd.

Analysis Mason Ltd.

And Design (Bath) Ltd.

Andelin, Janet.

Anderson, Dr Peter.

Andrew Webster Associates.

Angell, Rob.

Animus HR Ltd.

Anjali Arya Consultancy.

Annandale Management Ltd.

Anshen and Allen.

APOD Ltd.

Appointments Commission.

APSS Consulting Ltd.

Aquarium Writers Ltd.

Arbeia Consultancy Ltd.

Arcadis Geraghty and Miller International Ltd.

Artery Media Ltd.

Ashleigh Consulting Services Limited.

Ashman, Jane.

Ashridge Conference.

Ashridge Consulting Ltd.

Ashurst LLP.

ASK Europe.

Askew, Dr Herbert Frank.

Association of Adult Social Services.

Aston University.

ATIS Real Weatheralls Limited.

ATISREAL.

ATISREAL Common Client Account.

Atkins.

ATLAN Ltd.

ATM Consulting Limited.

ATOS Origin.

ATOS Origin IT Services UK Limited.

Augmentis Integrated Services Ltd.
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Avanti Architects.

AVC Productions Ltd.

Aveyard, Paul.

Avon and Wiltshire Mental Health Partnership NHS Trust.

Baddeley, J M.

Badenoch and Clark.

Bajekal, Rahul.

Banana Park Consulting.

Banks, Judith.

Barford Productions Limited.

Barker, Dr Andrew.

Barkers Human resources.

Barking Havering and Redbridge University Hospitals NHS Trust.

Barnett, Dr Robert N.

Barton Willmore Planning Part.

Barton Willmore Planning (London.

Barts and the London NHS Trust.

Bassetlaw District Council.

Bassett, Gary.

Bath, University of.

Battle, Tim.

Bauld, Linda.

Bay Consultancy.

Baytree Bidwriting.

BBC Worldwide Ltd.

Beachcroft LLP.

Beachcroft Wansbroughs Bristol.

Beachcroft Wansbroughs Client A/C.

Beacon Organisational Development Ltd.

Beail, Professor Nigel.

Bedfordshire PCT.

Beech Beverley Lawrence.

Beechwood House Publishing Ltd SCBEECSSO.

Bell Design and Communications Ltd.

Bell Pottinger Communications Ltd.

Bell Pottinger Group Limited.

Bell, Dr Kathryn R.

Bell, Jane (Manchester).

Ben Cave Associates Ltd.

Berkshire Consultancy Limited.

Berkshire East PCT.

Bernard, George.

Berry, Lesley.

Berwin Leighton Paisner Client.

Bespoke Speechwriting Services Limited.

Best Beginnings.

Bevan Brittan Solicitors.

BickerstaVe, Gary.

Bidwells.
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Big Hat Limited.

Bigwood Chartered Surveyors.

Bilbe, Alison Miss.

Binney Associates Limited.

Bird and Bird.

Birmingham and Solihull Mental Health NHS Foundation Trust.

Birmingham Children’s Hospital NHS Foundation Trust.

Birmingham East and North PCT.

Birmingham Focus on Blindness.

Birmingham Women’s NHS Foundation Trust.

Black Sheep Public Relations Ltd.

Blakeney, Susan L.

Blazie Engineering Ltd.

Blofield, Alison.

Blowers, Karen.

Blyth Planning Ltd.

BMC Software Distribution BV.

Bob McDonald Limited.

Bonamy Finch Limited.

Boston Books Ltd.

Bowen, Michael.

Boyce, Tracey.

Boyden UK Limited.

Brachers.

Bradford and Airedale PCT.

Bradley, Lord Keith.

Bravington, Fiona.

Breakfree.

Brener, Neil.

Brett, W A.

Bridan Consulting Ltd.

Bright Horizons Family Solutions.

Brighton and Hove City Teaching PCT.

Brighton and Sussex University Hospitals NHS Trust.

Brilliant Futures Limited.

British Association of Medical Managers.

British Heart Foundation.

British Medical Association.

British Standards Institution.

Brock, Caroline.

Brockman Consulting Ltd.

Bromley Hospitals NHS Trust.

Bromley Mytime.

Brook Advisory Centres.

Brook Street UK Ltd.

Brooke, Sarah.

Brooker Consulting.

Broome Consultancy Limited.

Brown, Darcy.
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Brown, Sandra.

Bryden, Daniele.

BSRIA Limited.

BT Conference Call.

BT Conferencing.

BT Plc.

Building Design Partnership.

Bull, Fiona.

Bunnyfoot Ltd.

Burke, Christine.

Bury PCT.

Business BoYns Ltd.

Business in the Community.

Butler, Sarah.

Buzzacott LLP.

C.P Wilson.

CABE.

Cabinet OYce Votes Cash A/C.

Cambridge University Technical Services Ltd.

Cambridgeshire PCT.

Camden and Islington NHS Foundation Trust.

Camden London Borough of.

Cancer Research UK.

Capgemini UK Plc.

Capita Business Services Ltd.

Capita Resourcing Ltd.

Capita SHG Resourcing.

Capita Symonds.

Capital Quality Ltd.

Capsticks Solicitors.

Capture Ltd.

CARA Research.

Cardiac Coherence Ltd.

CardiV University General AC.

Care Services Improvement Partnership—North West.

Care UK Clinical Services Ltd.

Career Vision (Global) Ltd.

Carlson Marketing Group.

Carlton, Chris.

Carmarthenshire NHS Trust.

Carmel Mann Limited.

Casburn Consulting Ltd.

Casey, Amanda.

Castle Communications.

Catalystix Ltd.

Catch on Holdings Limited.

Catering Design Group Ltd.

Caterpillar Business Psychologists Ltd.

Catherine MaYa.
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Cavill Associates.

CCFRA Technology Ltd.

Cedar Court Hotel Wakefield.

Cedar Talent Management.

CEFAS.

Central and North West London NHS Foundation Trust.

Central Hall Westminster Ltd.

Central Manchester University Hospitals NHS Foundation Trust.

Centre for Parliamentary Studies Limited.

Centre for Policy on Ageing.

Centre for Public Scrutiny.

Centre for Strategy and Communication Limited.

CETS Limited.

CFB Consultancy Limited.

CGA Strategy Limited.

Chadwick, Jon.

Chamberlain, Steve.

Changing Minds (Enterprise) CIC.

Chapman, R James.

Chee, Lew Chin.

Child and Maternal Health Intelligence Unit.

Children’s HIV Association (CHIVA).

Chimerion Ltd.

Chris Houston.

CIBSE.

CIPD.

CIPFA Current Account.

City and Hackney Teaching PCT.

City Speakers International Ltd.

CL Ideas.

Clarke Bond Ltd.

Clarks Client Account.

Cleveland, Carolyn.

Click on Logistics Limited.

Clinical Audit Support Centre.

Clinical Reporting Gateway Ltd.

Co.eYcient Consultancy.

Cobb, Janet.

Cobbetts LLP.

Cofton Ltd.

Cognitive publishing Ltd.

COI Communications.

Coin Street Community Builders Ltd.

College Surgery Partnership.

Collier, Rohan.

Colliers CRE.

Collinson Grant Healthcare.

Communicado Ltd.

Communities and Local Government.
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Community Development Foundation.

Community Health Partnerships Ltd.

Community Investors Development Agency.

Competition Commission.

Computacenter (UK) Ltd.

Computer People Ltd.

Computer Task Group UK Limited.

Concerto Consulting.

Congrex UK Ltd.

Connecting for Health.

Connector Consulting.

Consultant Disability Services.

Consumer Focus.

ContinYou.

Cook, Brenda.

Cooper, Linda.

Copyright Licensing Agency.

Corkery, John M.

Cornwall County Council.

Corperformance LLP.

Corporate Document Services.

Corporate Project Solutions Ltd.

Cottingham, Carol.

Coulter and Coulter Ltd.

Countess of Chester Hospital NHS Foundation Trust.

Countryscape.

County Durham PCT.

Coventry Teaching PCT.

Cowper, Andy.

CPC (Capital Project Consultancy Ltd).

Craven C R.

Crawford, Sandra Ms.

Crawley, David.

Creative Realisation Ltd.

Creighton, Sarah.

CSC Computer Sciences Ltd.

CSCI.

CTG.

Cubicstate Ltd.

Culm Health.

Curtis Brown Group Limited.

Customers Really Matter Ltd.

Cutler Vick Communications.

Cyclescheme Ltd.

Cygnetmajor Ltd.

D and R Signs Limited.

D W Coaching Limited.

Dabbs, Christopher.

Dacre Son and Hartley Ltd.
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Dale, Kate.

DAMCO Solutions Limited.

Darlington PCT.

David Albury Ltd.

Davies, Ruth.

Davitt Jones Bould.

Daws, Dilys.

de Brus Marketing Services Ltd.

de Ville, Jenny.

Dearden Consulting Ltd.

Debenham, Claire.

Deborah O’Dea.

Deep LLP.

Defence Bills Agency.

Define Research and Insight.

Defra.

Degree Days Direct.

Deloitte and Touche Consulting.

Deloitte and Touche LLP.

Deloitte MCS Limited.

Dent Thomas H S.

Department for Communities and Local Government.

Department for Innovation, Universities and Skills.

Department for Work and Pensions Admin Act Receipts.

Department of Children, Schools and Families.

Derby City PCT.

Derbyshire County PCT.

Derbyshire Mental Health Services NHS Trust.

Design Culture Associates Ltd.

Design Health.

Detica Limited.

Device Solutions Ltd.

Dewane Michael.

Dewberry Boyes Ltd.

DF Clark Bionomique Limited.

DHL Exel Supply Chain.

Diane Hedges Ltd.

Diane Wilson.

Diba, Dr Ali.

Dickens, Justin.

Direct Development Consultant.

Directors Secretaries Ltd.

Dixon, Paul.

DLA Piper UK LLP.

DMS Employment Ltd.

DOCTE Consulting Limited.

Dodds HLT Management and Consulting Ltd.

DODS Parliamentary Communications Ltd.

Dolton, Professor Peter.
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Doney, Malcolm.

Donmall, Dr Michael Charles.

Dorset County Council.

Douglas, Margaret.

DPP.

DPSS Consultants.

Dr Casey and Partners.

DR Foster Intelligence.

DR Foster Research Limited.

Dr Jackie Spiby.

Dr Michael Sinclair LTD.

Dr N Pall.

Dragon P A.

Draper, Sarah.

Drug Safety Solutions Ltd.

Drugscope.

DSSR Consulting Engineers.

Duerden, Brian.

Duerden Microbiology Consulting Limited.

Duggan, Maria.

Durham, University of.

E Learning for Health.

e.emotion ltd T/A ClickSquared Europe.

E.J.NYE Limited.

EAGA Energy Solutions Limited.

East and North Hertfordshire PCT.

East Kent Hospitals University NHS Foundation Trust.

East Lancashire Financial Services.

East London, University of.

East Midlands Ambulance Service.

East Midlands Ambulance Service NHS Trust.

East Midlands SHA.

East of England Ambulance Service.

East of England SHA.

Eastmead European Training Ltd.

EC Harris.

ECG Partners Limited.

Edf Energy ECS (Metering).

Edmund Kirby A Account.

Edmundson, Samantha.

Education Moves Ltd.

Eduserv Technologies Ltd.

Edward Stuart Associates.

Elan Computing Limited.

Electric Putty Ltd.

Eling Studios.

Ellis, George.

Emap Healthcare.

Emap Public Sector Ltd.
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Emap Support Services Ltd.

EMC Advertising Gifts Limited.

Emcor Facilities Services Ltd.

Emersons Green Village Hall.

Emma Popham.

Emperor Consulting Ltd.

Employment Matters.

Employment Plus.

Energy Report Ltd.

English Community Care Association.

Entreprenurses Community Interest Company.

ER Consultants Ltd.

Erinaceous Commercial Property Services Limited.

Ernst and Young.

ESRC.

Essex, University of.

etc.venues.

Euro RSCG Apex Communications.

Euro RSCG Biss Lancaster.

Europe Economics.

Eventprouk Limited.

Events Northern.

Eversheds LLP (London).

Evison and Company.

Evolve Business Consultancy Ltd.

EXCEL London Invision.

Exeter, University of.

Experian Limited.

Faber Maunsell Ltd.

Faculty of Sexual and Reproductive Healthcare.

Fagin, Dee.

Fairman York Associates Ltd.

Fairplay Partnership CIC.

Family Planning Association.

Farsight Leadership Ltd.

FCO Services Cash Account.

Federation of Irish Societies.

Fenn Wright.

Ferguson Brown Sustainability Ltd.

Ferguson, Nicole.

Field Fisher Waterhouse LLP.

Finnamore Management Consultants.

Fiona Drane.

Fiona Ingham Ltd.

First Consultancy for Healthcare Ltd.

Fischer, Martin.

Fishburn Hedges Boys Williams.

Fleming, Nicola.

Fletcher, Shirley.
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Flow Development Limited.

Food Standards Agency.

Footsteps Consulting.

Foresight Partnership.

Forster, Sarah.

Foundation Design Consultancy.

Fountain Court Chambers.

Foxton, Julie.

Francis Group Ltd.

Freeman Audit Consultancy and Training Services Ltd.

Freer, Jill.

Freeth Cartwright LLP.

Fresenius Medical Care Renal Services Ltd.

Fresh Approach Solution Ltd.

Freshfields Bruckhaus Deringer.

Frontier Economics.

Frontline Consultants Ltd.

Frost, Patricia.

Futurebuilders England Fund Management Ltd.

G L Hearn Ltd.

Gale, Adrian.

Gallagher, Sue.

Gallant 2000 Ltd.

Gardens for All.

Gardiner and Theobald.

Gardner, J.

Gatenbysanderson Ltd.

Gateshead PCT.

Gaunt, Jonathan.

Gearing, D J.

Gender Identity Research and Education Society (GIRES).

General Dental Council.

General Systemics Ltd.

Generic Software Cons Ltd.

Georgina Fletcher-Cooke.

GFK Nop Ltd.

Ghent, Dr Robert.

Giant Services Ltd.

Gibbsconsult Ltd.

Gibson, Janet.

Gibson, Janet (Peterborough).

GiVord Limited.

Girraween Associates Limited.

Glasgow, University of.

Gleake Ltd.

Gleeds.

Gleeds Bristol.

Glendene Consulting.

Glennco Ltd.
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Glotel International Ltd.

Go Beyond (UK) Ltd.

Golden Pear Ltd.

Golder Associates (UK) Ltd.

Good to Govern Ltd.

Goodwinhannah.

Gord Systems Ltd.

Government Actuary’s Department.

Govnet Communications.

Graham Rushbrook Associates Ltd.

Graham, Richard.

Grant Riches.

Grant Thornton UK Llp.

Grayserv Limited.

Great Ormond Street Hospital for Children NHS Trust.

Greater Manchester West Mental Health NHS Foundation Trust.

Green Issues Communication.

Green Park Interim and Executive.

Green River Consultancy Limited.

Greenhill Jenner Architects.

Greenlight Healthcare Ltd.

Greenshires Group Ltd.

Greenwood, Claire.

Ground Power Ltd.

Grunta Frederik.

GT Consulting Cambs Ltd.

Guardian Media Group PLC.

Guy’s and St Thomas’ NHS Foundation Trust.

Habibi, Mark.

Hain Consulting Ltd.

Hall, David.

Halliwell, James F.

Halloran, Jayne.

Halls Autoelectrical Ltd.

Hammonds.

Hampshire Probation Board.

Happy Customer Limited.

Hardy, Andrew Mr.

Haringey Mencap Ltd.

Harris, Clair.

Harrow PCT.

Harthill Consulting Limited.

Hartley, Alan.

Harvey Ingram Solicitors.

Hay Group Management Limited.

Hayman, Carol.

Haymarket Publishing Services.

Hays.

Hays Information Technology.
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Hazelwodd Consultants Ltd.

HCT Creative Ltd.

Health and Social Care Information Centre.

health and Well Being Consulting Ltd.

Health Care Projects Ltd.

Health Horizons Ltd.

Health Link.

Health Links Events Limited.

Health Planning Ltd.

Health Protection Agency.

Health Protection Agency Port.

Health Service Journal.

Healthcare Business Consultancy.

Healthcare Commission.

Healthcare Trade Shows Ltd.

Heap, Nicholas.

Heart of England NHS Foundation Trust.

Heaven, Sue.

Helen Sanderson Associates.

Helliwell, Maggie Dr.

Help the Hospices.

Helton Enterprises.

Hempsons Solicitors.

Hender, Claire.

Heneghan, Carl.

Henley Centre Headlight Vision Ltd.

Henley, Buschow.

Here I Am Graphic Design.

Herman Miller Ltd.

Hertfordshire County Council.

Hertfordshire University of.

Hewitt Bacon and Woodrow Ltd.

HFS Health Information.

Highq Solutions Ltd.

Hill, Patrick.

Hillbriar Consulting.

Hilton London Tower Bridge.

HM Prison Service Cash Account.

Hodgson, Elizabeth.

Hogan, Kevin.

Holland, Dr Sharon.

Holly Tree Associates.

Home OYce.

Howard Marshall Consulting Ltd.

How’s That Publishing Ltd.

HSUK Ltd.

Hudson Global Resources Ltd.

Hull and East Riding Neurodiversity and Autism Action Group NAAG.

Hull PCT.
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Human Fertilisation and Embryolo.

Humana Europe.

Hunter, Hadley.

Hunter, Samantha.

Huntress Search Ltd.

Hutton, Celia.

Ian Nicol Partnership Limited.

IBM UK Ltd.

IBT Consulting Services Ltd.

ICE Ltd.

Idenk Limited.

IDU Consulting Limited.

Ignition Creative Learning Ltd.

Impact Consulting Business Psy.

Imperial College Healthcare NHS Trust.

Imperial College London.

Impress Print Services Ltd.

Improvement Development Agency.

Improvement Foundation.

IMS Executive Ltd.

IMS Interim Management.

IMS OYce Fitting Design Ltd.

Incito Strategies.

Incomes Data Services Ltd.

Independent Television News Ltd.

Indigo Business Services Ltd.

Ingrid HoVbauer.

Inhealth Molecular Imaging Limited.

Inhealth Netcare Limited.

Innovation Observatory Limited.

Innovative Creative Excellence Ltd.

Insight Business Development.

Inspired diagnostics ltd.

Inspired Services Publishing Ltd.

Institute of Occupational Medicine.

Institut Francais.

Institute for Employment Studies.

Institute of Directors.

Institute of Education Univers.

Institute of Healthcare Management.

Institute of Psychiatry.

Intellego Health.

Intellego Ltd.

Intelligence for Health.

Interim Performers.

International Resources Group Ltd.

Interserve Project Services Ltd.

Intrinsic Analysis Limited.

Inventures Ltd.
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Involve.

IOKO Ltd.

IOM Consulting Ltd.

Ipsos Mori Market and Opinion Research Inte.

Irwin Mitchell Solicitors.

ISIS Innovation Limited.

Islington PCT.

Isobel Higgins Ltd.

Isochron Ltd.

Istria Ltd.

IT Contract Management Ltd.

J Russell Healthcare Consultancy Ltd.

Jackie Reeves Associates.

Jackson, Catherine.

Jane Burtoft Ltd.

Jane Darbyshire and David Kendall Ltd.

Jane Webb Marketing Ltd.

JBS Executive Education Ltd.

JC Rathbone Holdings Ltd.

Jean Cooke.

Jenny Hawkes Health Consultancy Ltd.

Jericho Partners.

Jetoha Consultancy Limited.

Jewitt Harris, Jennie.

Jezzard, Robert.

JG Technology Management Ltd.

JHA Human Resources Consult.

JKHC Ltd.

JM Consulting Ltd.

Jo Richmond.

Joan Fletcher.

Joanna Chapman-Andrews and Associates.

Jobling Raymond.

John Birdsall Photography.

John Evans Disability Consultancy Services.

John Flook Coaching and Consultancy Limited.

John Stapledon Doody.

John Worth Media Ltd.

Jonathan Street Public Relations.

Jones, David.

Jones, Richard.

Josephine Ocloo.

JRW Solutions.

JSSN Limited.

Judith Mills.

Judith Riley.

Just a Drop.

K Sterilizer Validation Advisory.

Kable Ltd.
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Kachimera, Faith.

Kadesh Limited.

Kaplan Financial Limited.

Kath Lancaster Nurse Consultant.

Kath Sidoli Consulting Ltd.

Katharine St John-Brooks.

Katherine Ibbotson.

Katkowski QC, Christopher.

Kaul Adarsh.

Keeble Hawson.

Kelly Services (UK) Customer Service Framework.

Ken Pink Plant Hire Ltd.

Kendle Cambridgeshire.

Kettering General Hospital NHS Foundation Trust.

Kidney Research UK.

Kiernan, Martin Anthony.

Kiln House Associates Ltd.

Kilvern Reporting Solutions.

Kindred Agency.

King, Dr Leslie A.

King Sturge LLP.

Kings College Hospital NHS Foundation Trust.

Kings College London.

Kingsland James.

Kinnarps UK Limited.

Kirklees PCT.

Kirsten Rogers.

Kitson, Alison.

Kmietowicz, Zosia.

Kothmann, Dr Elke.

KPMG LLP Fees Account.

Kriston Technology Ltd.

La International Computer Consultants Limited.

LACORS.

Laing and Buisson Publications Ltd.

Laitner, Dr Steven.

Lambeth PCT.

Lancashire Teaching Hospitals NHS Foundation Trust.

Lancaster University.

Landau Reece Ltd.

Larkin, Maureen.

Law Consulting Ltd.

LCE Architects Limited.

Le Bas, Theresa.

Leadership in Mind.

Leadership Skills Training Ltd.

Leading Workforce Solutions Ltd.

Leapfrog Research and Planning Ltd.

Ledson, Anne-Maree.
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Lee and Priestley LLP.

Leeds City Council.

Leeds Gate.

Leeds Metropolitan University.

Leeds PCT.

Leeds Teaching Hospitals Trust.

Leeds, University of.

Leicester City PCT.

Leicestershire Partnership NHS Trust.

Leiper, Carol.

Lesbian and Gay Foundation.

Lewis Live Ltd.

Lewis, Kathryn.

Lewisham Hospital NHS Trust.

Lewisham, London Borough of.

Lewisham PCT.

LHB Services Limited.

Liada Ltd.

Life Channel Limited.

Lifeline Personnel Ltd.

Lifeworld Ltd.

Lighterness Limited.

Limeblue Consultancy Ltd.

Litewhite Limited.

Littlefish UK Ltd.

Liverpool John Moores University.

Liverpool PCT.

Liverpool University of.

Lizzie B Design Limited.

Lloydmasters Consulting (UK).

LMA Consultancy Ltd.

Local Care Direct Ltd.

Local Government East Midlands.

Lodestar.

Lodestone Patient Care.

London Fields Publishing Ltd.

London School of Hygiene and Tropical Medicine.

London South Bank University.

London Strategic Health Authority.

London, University of.

Londonsea Ltd.

Longhurst, Jeanette.

Long-term Conditions Alliance.

Loop 2 Limited.

Loughborough College.

Loughlin, John.

Loughney, Andrew D.

Lucas Associates Limited.

Luce, Susan.



Processed: 27-05-2009 19:09:15 Page Layout: COENEW [O] PPSysB Job: 427054 Unit: PAG2

Health Committee: Evidence Ev 59

Lundy Healthcare Ltd.

Luther Pendragon Limited.

Lyne Consulting Limited.

Lyons, Dr N.

MA Healthcare Ltd.

Mace Limited.

Macfarlanes OYce Account.

Macintyre Hudson (London).

Mack, Angela.

Mackichan, Fiona.

Mad Dog Casting Limited.

Made Business Services Limited.

Maggie Pearson Solutions.

Maidstone and Tunbridge Wells NHS Trust.

Maine Partnership Ltd.

Making Vision Reality Ltd.

Malcolm Hutchinson Associates Ltd.

Mallett, Jane.

Manchester, University of.

Mann, Christine.

Manpower Plc.

Mark Enstone.

Marks and Clerk Solicitors.

Marriott Hotel.

Marshall, James.

Martin Wroe Ltd.

Martin, Dr Graham.

Mary Robinson (Freelance Consultant).

Massie Consulting.

Matrix Knowledge Group.

Maureen Murfin Associates.

Maxim Management Cons Ltd.

Maxwell, Gavin.

Mayhew Harper Associates Ltd.

McCann Erickson Communications House Ltd.

McGhie, Jonathan.

McKinlay, Andrew.

McKinsey and Co, Inc. United Kingdom.

McKinsey and Company.

McLean, Robert Hamilton.

McManus, Christine.

Mearing, Andrea.

Medfash.

Media Speak Ltd.

Medical Mosaic Ltd.

Medical Research Council London.

Medical Schools Council.

Mediscript Limited.

Mens Health Forum.
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Mental Health Act Commission.

Merlin.

Meta Development LLP.

Meta Prima Limited.

Methods Consulting.

Meyrick, Jane.

Miacis Media Consultancy Ltd.

Michael Page UK Ltd.

Michael Rubenstein Publishing.

Mid StaVordshire NHS Foundation Trust.

Mid Yorkshire Hospitals NHS Trust.

Mike Evershed.

Milbank Tweed Hadley and McCloy.

Millar Hutchison Mment Consult.

Millbank Media Ltd.

Millington, Linda.

Mills and Reeve.

Mills and Reeve (Birmingham).

Mills and Reeve Solicitors.

Millward Brown Precis Ltd.

Milton Keynes PCT.

Mincke, Lisa.

MIND.

Ministry of Justice.

Minto Branding Ltd.

M-is Plc.

Mitchell Damon Limited.

MMD Limited.

Mobex Exhibition Specialists.

Monk, Rosemary.

Montagu Evans LLP.

Mooney, Helen.

Morgan Cole OYce Account.

Morgan Hunt.

Morgan Law Recruitment Consultancy Ltd.

Mortons Solicitors.

Mott Macdonald Ltd.

Mouchel Management Consulting Ltd.

Mouchel Parkman Services Ltd.

Moyes, Barbara.

Mr Paul Adeline.

MRG Consulting Group Limited.

MRJ Consultancy.

MRL Ltd.

Mrs Madeleine Wang.

Ms Jackie Downer MBE.

Munro and Forster Communications.

Munro, James.

Muntzy Limited.
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Murphy Philipps Architects.

Museums Libraries and Archives London.

MYPPI Ltd.

NAAPS.

Nabarro.

Nacro.

NAM Publications.

Naomi Russell and Partners.

NAPC Services Ltd.

Nasirin, Syed.

National Aids Trust Fund. A/C.

National Association for Patient Participation.

National Centre for Social Res.

National Children’s Bureau.

National Complaints OYcers Group.

National Consumer Council.

National Development Team.

National Institute for Clinical Excellence.

National Pals Network.

National Patient Safety Agency.

National Perinatal Epidemiology Unit.

National Pharmacy Association Ltd.

National School of Government.

National Treatment Agency.

Navigant Consulting Europe Limited.

Neal Communication Agency.

NERA UK Limited.

NES IT Limited.

Netnames Ltd.

New Century Services Limited t/a Printcentre.

New Connaught Rooms.

New Image (Public Relations) Ltd.

Newcastle upon Tyne Hospital.

Newcastle, University of.

Newchurch Limited.

Newfound Energy Ltd.

Newhealth.

Newman Business Solutions Ltd.

Newmarket Racecourses Trust.

Newsnow Publishing Ltd.

Newstime Ltd.

Newthorpe Medical Centre.

NFER Trading Ltd.

NHS Blood and Transplant.

NHS Business Services Authority.

NHS Confederation.

NHS Employers Ltd.

NHS Greater Glasgow and Clyde.

NHS Institute for Innovation and Improvement.
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NHS Litigation Authority.

NHS Lothian.

NHS Partners.

NHS Pensions Agency Benefits Agency.

NHS Professionals.

NHS Purchasing and Supply Agency.

NHS Shared Business Services Ltd.

NHS Supply Chain.

NICE TV Ltd.

Niche Communications.

Niche Healthcare Consulting Ltd.

Nigel Appleton trading as Contact Consulting.

Nightingale Associates.

Nightingale, Mike.

Nixon McInnes Ltd.

Nomensa Ltd.

Nomos Professionals Limited.

Norla Consulting Limited.

Normanton, Suzie.

North Bristol NHS Trust.

North East SHA.

North Lancashire PCT.

North West SHA.

Northumberland Care Trust.

Northumberland, Tyne and Wear NHS Trust.

Norton Rose.

Nottingham, University of.

Nottinghamshire County Teaching PCT.

Nunan, Dr T O.

NW Special Services Commissioning Team.

O H Consulting Ltd.

Oak Tree Management and Training Consultancy.

Oakley House Consultancy.

O’Donnell, Dr Aidan.

Odysseus Consulting Ltd.

OYce Angels.

OYce for National Statistics.

OYce for Public Management.

OYce Needs Company.

OGC—OYce of Goverment Commerce.

Oldham Primary Care Trust.

Olevi Consulting Ltd.

Olorin Consulting.

Olswang.

One Plus One.

Onslow Consulting UK Ltd.

OPD Solutions Ltd.

Open Door Care.

Opinion Leader Research Ltd.
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OPM Ltd.

OPP Ltd.

Oracle Corporation UK Ltd.

ORC International.

Orme, David.

O’Shaughnessy, Denise.

Osmarton Limited.

Ove Arup and Partners.

Owen, Christine.

Oxford Executive Coaching Ltd.

Oxford Healthcare Associates.

Oxford RadcliVe Hospital NHS Trust.

Oxford Said Business School Ltd.

Oxford Strategic Marketing.

Oxford, University of.

Oxley and Coward Solicitors.

Oxygen Insurance Brokers Ltd.

PA Consulting Group.

PA Consulting Services Ltd.

Packman, Michael.

Pakes Consulting Ltd.

Panarc International Ltd.

Paradigm.

Parallel Interactive Media.

Parasol Limited.

Parity Resources Ltd.

Park Plaza Leeds.

Parry, Vivienne.

Parsons BrinckerhoV Ltd.

Partnership Health Group Limited.

Pass, Sarah Dr.

Patel, Kiran.

Pathwaysar Consultancy Ltd.

Patrick Hennessy Consulting Ltd.

Paula Marie Camborne-Paynter.

PCDATAWORKS Ltd.

Peach Partnership Consultancy Ltd.

Peak Force Ltd.

Pearsons Advertising and Marketin.

Pegasus Public Relations Limited.

Penna Plc.

Pennine Care NHS Foundation Trust.

Penny Sills HR Management Ltd.

Penoyre and Prasad LLP.

People Unlimited.

Perkins, Gavin.

Peter Reading Strategic Consulting Limited.

Peterborough City Council.

Peterborough PCT.
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Pharmaceutical Services Negotiating Committee.

Pharmacy Healthlink.

Pharmerit Limited.

PHAST.

Phosphorix Ltd.

Pierce Management Services.

Pinpoint Facilitation Ltd.

Pinsent Masons.

Pinsent Masons OYce A/C.

Pinsents.

PKF (UK) LLP.

Plain Sense Limited.

Platt, Hannah.

Pluteus Enterprises Limited.

Plymouth Hospitals NHS Trust.

PM Professional Learning.

PMETB.

POHWER.

Polite Software Limited.

Political Perspective.

Pordes, Anne.

Portcullis Public AVairs.

Portfolio Metrica Ltd.

Portico Consulting Ltd.

Portsmouth City Teaching PCT.

Positively Women.

Powys Health Authority (Welsh).

Poyser, Arran.

Praesta Partners LLP.

Presnow LLP t/a TPP.

PricewaterhouseCoopers LLP.

Priest, Nick.

Primary Care Foundation.

Primary Care Leads Ltd.

Prime Research and Development Ltd.

Prime Training and Consultancy Limited.

Pro Vantage Consulting Limited.

Procurement Excellence Limited.

Professional Briefings.

Professional Conferences.

Professor Andrew Pettigrew Limited.

Professor Ruth Chambers.

Progate Ltd.

Promobox Limited.

Promotional Logistics Ltd.

Property Technology Limited.

Provision Solutions Ltd.

Public Concern at Work.

Public Health Action Support Team PHAST.
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Public Health Resource Unit.

Public Private Partnerships PR.

PuVbox Limited.

Pugh, Rachel.

Purple Rock Events Limited.

Q Learning Ltd.

Q Verum Limited.

QAS Ltd.

QI Consulting.

Quadrant Catering Ltd.

Quality Business Management Limited.

Quality Business Management Ltd.

Queen Victoria Hospital NHS Foundation Trust.

R P Associates (Sussex) Ltd.

R. Elliott and Co.

Race Equality Foundation.

Rachel Frost Ltd.

RADAR.

Rae, Maggie.

Railton, A J Mr.

Ramsay Health Care UK Operations Ltd.

Ranger, Sue.

RatcliVe, Jane.

Rawlinson, Sharon.

RBE Consultancy Limited.

Reading Room.

Realia Consulting.

Reconsulting RTC Ltd.

Red Door Communications.

Red Grove Communications Ltd.

Redcar and Cleveland PCT.

Redhouse Lane Communications Ltd.

Reed Business Information Ltd.

Reed Employment Plc.

Reed Learning Plc Training Acc.

Reed Personnel Services Plc.

Regina Shakespeare Consulting Limited.

Regoran Ltd.

Reilly, Anne.

Research Works Ltd.

Rethink Recruitment Solutions Limited.

Rethink Severe Mental Illness.

Rich Learning Opportunities.

Richard Lawes Independent Consultancy.

Richardson, A.

Richardson, Annette.

RICOH UK Ltd.

Ridgway, GeoVrey Dr.

Right Associates Ltd.
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Rightwork Consultants.

Rijckborst, Rob.

Ringway Infrastucture Services Limited.

Robert Half International.

Roberts, Mr Goronwy.

Robertson Cooper Limited.

Robertson, Joe.

Robinson, Edna.

Robinson Leslie Nottingham.

Robson Rhodes.

Rofe Consultancy Limited.

RoVey Park Institute Ltd.

ROI Operations Management Ltd.

ROI Team Ltd.

Rollnick, Stephen.

Romer, Dr Heike.

Rose Barton Nicholas.

Rotherham Doncaster and South Humber Mental Health NHS Foundation Trust.

Routes Consulting Limited.

Royal College of General Practitioners.

Royal College of Physicians of London.

Royal College of Surgeons of England.

Royal Devon and Exeter NHS Foundation Trust.

Royal Liverpool and Broadgreen Hospitals University NHS Trust.

Royal Pharmaceutical Society of Great Britain.

RPH Sloane t/s Health Partnership.

RPS Group pLc.

RSM Bentley Jennison.

RSR Consultants Ltd.

Ruddle, Keith.

Russell Reynolds Associates Ltd.

S J Berwin and Co.

S8080 Limited.

Sainsbury Centre for Mental Health.

Salford PCT.

Salford Health Matters CIC.

Salix Consulting Ltd.

Salvage, Jane.

Sambrook Research International.

Sampson Rees and Co Ltd.

Sand Resources Ltd.

Sanders, Sue.

Sandler Lanz Consulting Ltd.

Sang Jacobsson Ltd.

Sant Isher Ltd.

Sapient Ltd.

Saunders, Brian T.

Saville Consulting UK Limited.

Saville, Sue.
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Saxton Bampfylde Hever Ltd.

SBS Business Solutions.

SBWS Limited.

Scarsbrook, Andrew Frederick.

Schofield Sweeney LLP.

School Councils UK.

School of Pharmacy Main Account.

Scintillate Consulting.

Scott, StaVord.

Scottish Executive.

Scotts.

Sctrp.

S-cubed Ltd.

Search Media Ltd.

Secure Healthcare.

Secure Healthcare Ltd TB Projects.

Sefton Metropolitan Borough Council.

Sefton PCT.

Select Appointments Plc.

Self Care Solutions.

SERCO Limited Consulting.

Sexual Health on Call.

Seymour, Jenny.

SFW Limited.

Shared Services and BPO Limited.

Sharpehr Ltd.

SheYeld Childrens NHS Foundation Trust Hospital NHS Trust.

SheYeld Hallam University.

SheYeld PCT.

SheYeld Teaching Hospitals NHS Foundation Trust.

SheYeld University of.

Shepherd Taylor Partnership.

Sherlock, Joanne Karen.

SHM Communications Ltd.

SHM Productions Limited.

Shorrock, Sarah.

Short, Helen.

Siddons, Moira.

Sidoli, Kathryn.

Silent Sounds UK Limited.

Simmons and Simmons No 2 A/C.

Simon Christmas Limited.

Sims, Helena.

Sintons.

Sir Frederick Snow and Partners.

Sirota Consulting UK Limited.

Sirsidynix.

SL Treecare Ltd.

Smith, Mrs Susan.
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Smith, Vivien.

Smith, Peter.

Smith, Peter M.

SMM Consultancy.

Social Care Consulting Limmited.

Social Care Institute for Excellence.

Social Enterprise Coalition.

Soil Association.

Solid State Technology Limited.

Somerset PCT.

South Central SHA.

South Downs Health NHS Trust.

South East Coast SHA.

South East Essex PCT.

South London and Maudsley NHS Foundation.

South of England Advocacy Projects.

South Tees Hospitals NHS Trust.

South West SHA.

Southampton University Hospitals NHS Trust.

Southampton, University of.

Southgate, Professor Dame Lesley.

Sowter, Phill.

Space Syntax Ltd.

Specialist Recruitment Services Ltd.

Speech Centre.

Spencer, Wayne.

Spiers, Hilary.

Spinning Clock Limited.

Spire Healthcare (Holdings) Ltd.

Spring Technology.

SRG Project Management Ltd.

SROI Network Ltd.

SRS The Development Team Limited.

St George’s Healthcare NHS Trust.

St Georges Hospital Medical School.

St Mary’s NHS Trust Imperial College Healthcare NHS Trust.

St Stephens AIDS Trust.

Stamp, Gillian.

Staniforth, Mr Martin.

Staniforth, Alison.

Stanton Marris LLP.

Step Ahead.

Step Exhibitions Ltd.

Stephanie Grundy.

Stephanie Varah Development Solutions Limited.

Stephen, Claire.

Stephens, Anthony George.

Steria Ltd.

Steve Onyett Consultancy Services Limited.
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Stirling University of.

Stone, Judith.

Stopgap Limited.

Strategic Futures Ltd.

Strategic Positioning Ltd.

Stromatechnology Ltd.

Stronach Russell.

Stroud, Mike.

Stuart, Ann.

Stuart, O W.

Sue Hastings Pay and Employment Advice.

Sue Hill Recruitment and Service.

Summer Rain Films Ltd.

Summer Set Associates Ltd.

Supply Chain Limited.

Surrey PCT.

Susanne James Associates.

Sussex Data Services Ltd.

Sustainable Development Foundation.

SW Training and Development.

Swap Higher Education Academy.

Symmetric SD Limited.

Synthesis Medical Limited.

T A Millard East Anglia Ltd.

Take 1 Script Services Ltd.

Taking Part.

Tamarind Strategy and Communications Limited.

Targett Business Technology Limited.

Tariq Chaudry.

TATE.

Taunton and Somerset NHS Foundation Trust.

Tay Associates Ltd.

Taylor, Steve.

Teamstudio Europe Ltd.

Teamwork Management Services.

Technology Project Services.

Technopolis Limited.

Tee, Rebecca.

Teleios Consulting South East Ltd.

Telephone Helplines Association.

Teleresources Consultancy.

Templetree Consulting (Surrey) Ltd.

Terrence Higgins Trust.

The Academy of Medical Science.

The Afiya Trust.

The Beth Johnson Foundation.

The Brazier Holt Partnership Ltd.

The Campaign for Freedom of Information.

The Carers Federation.



Processed: 27-05-2009 19:09:15 Page Layout: COENEW [E] PPSysB Job: 427054 Unit: PAG2

Ev 70 Health Committee: Evidence

The Civic Trust.

The Dialogue Space Ltd.

The Education Guild.

The Energy Practice.

The Forster Company.

The Free Churches Group at Churches Together in England.

The GriYns Society.

The Hackett Group.

The Information Centre.

The Kings Fund.

The Landscape Partnership.

The Learning Field.

The Mental Health Foundation.

The Met OYce.

The Metro Centre Limited.

The Movement for Non Mobile Children Whizz Kidz.

The Muslim Council of Britain.

The NAZ Project (London).

The NESCO Group.

The Newcastle upon Tyne NHS Foundation Trust.

The NHS Confederation Group Company Ltd.

The Primary Care Consul York.

The Project Store Ltd.

The Red Consultancy.

The Ripple EVect Coaching Company Ltd.

The Rotherham General Hospitals NHS Foundation Trust.

The Rotherham NHS Foundation Trust.

The Royal College of Paediatrics and Child Health.

The Royal College of Psychiatrists.

The SG Group.

The Shout! Centre.

The Stationery OYce Ltd.

The Team Brand Communication Consultants Limited.

The Whitehall and Industry Group.

The Work Foundation.

The Young Foundation.

Think Associates Ltd.

Thinkclarity Ltd.

Thistle Hotels.

Thomas, Malcolm.

Thoreya Swage Ltd.

Thresholds Ltd.

TMP Worldwide.

TNS Media Intelligence Ltd.

Torjesen, Ingrid.

Tower Hamlets PCT.

Tower Surveys Ltd.

Town, Chris.

Townsend, Paul.
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Training for Lifestyle Change.

Transplant Sport UK (TSUK).

Treanor, Darren.

Treasury Solicitor’s Cash A/C.

Trent Baxter Consulting Ltd.

Triangle Consultancy Training Services for Children.

Tribal Resourcing.

Trimble, Terri.

Trimedia Harrison Cowley Limited.

Troop Consultancy.

Tull, Philip.

Tunnard, Jo.

Turner and Townsend.

Turner and Townsend Management Solutions Ltd.

Turner and Townsend Project Management Ltd.

Tweed, Karen.

Twentyfifty Ltd.

Tyson, Shelley.

UCL Consultants.

UK Specialist Hospitals Ltd.

UK Trade and Investment.

Ullah, Nazeem.

UMB Information Ltd.

Uni Consulting, Unique Improvements Ltd.

Unique Data Services Ltd.

United Health Europe Ltd.

University College London.

University College London Hospitals Charity.

University College London Hospitals NHS Foundation Trust.

University Hospitals Bristol NHS Foundation Trust.

University Hospitals of Leicester NHS Trust.

University Hospitals of Morecambe Bay NHS Trust.

University of Bedfordshire.

University of Central Lancashire.

University of the West of England.

University of Westminster Trading Limited.

Urban Surveying Limited.

Vallily Morgan.

Valpy Communications Ltd.

Valuation OYce Agency Admin.

Valuation OYce Agency Cilor.

Varley OBE, Rosie.

Vega Group Plc.

Venngroup Recruitment Solutions.

Venture Training and Consulting Ltd.

Veredus Interim Management.

Verita.

Versatility Plus Limited.

Vincent and Gorbing Ltd.
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Virtual Worlds.

Vis-á-vis Research Consultancy Ltd.

Vision Sense Limited.

Wales Swansea, University of.

Walker, Isabeau.

Wallacespace Ltd.

Walsall Teaching PCT.

Walsh, Nathalie.

Ward Hadaway Solicitors.

Warner, Lucy.

Warren Lownds Ltd.

Warrington Borough Council.

Warwick 3p Limited.

Warwick University of.

Warwick University Training lT.

Waters, Jan.

Watts, Chris.

Waverley Management Consultants.

WCL White Consulants Limited.

WDAD Communications Ltd.

Webb, Jane.

Webcredible Ltd.

Webdesign Associates Ltd.

Weber Shandwick.

Weblogik Ltd.

Webster, Mr Paul.

Wellsteed Associates.

Wendy Pritchard Associates.

West Essex PCT.

West London Mental Health NHS Trust.

West Midlands SHA.

West Sussex County Council.

West Sussex PCT.

Westhill Communications.

Westley Design.

Westminster Explained.

Weyman, Anne.

WG Consulting Healthcare Limited.

Wheeler Risk Solutions Ltd.

White Consultants Ltd.

Whyte, Peter.

Wigan Metropolitan Borough of.

Wilderspin Hilary.

Williams, Guy.

Willis Ltd.

Wilson Care and Communications.

Wilson, Rebecca.

Wilson-Elliott Ltd.

Winston James Churchill.
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Wise, Dr Elspeth.

Wiseman, Ms. Susan

Wistow, Gerald.

Withers and Rogers LLP.

Wood, James DA

Woodbridge Partners LLP.

Woolley, Kath.

Wootton, Janet.

Worcestershire PCT.

Workforce Programmes.

Workforce Review Team.

Worthington, John.

Wragge and Co.

Wray, Zoe.

WSP UK Ltd.

Wychwood James Ltd.

Wyeknott Ltd.

Xafinity Skillbase.

Xtend (UK) Ltd.

Yacoub, Andrew.

York Health Economics Consortium Ltd.

York Hospitals NHS Foundation Trust.

Yorkshire and the Humber SHA.

Yorkshire and the Humber Trading Standards Group.

Yorkshire MESMAC Ltd.

Young Samuel Chamber YSC Ltd.

Zeal Solutions Ltd.
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