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From the Rt Hon the Lord Warner
Minister of State (NHS Reform)

SenvoT To aLL LAGo m Richmond House
“h mes 79 Whitehall
London
ISR R SW1A 2NS
[
Tel: 020 7210
3000

Dear Coueague.

You will recently have received from a group of health unions a briefing for MPs
setting out their initial response to a series of public consultations on NHS reform.
We look forward fo receiving the unions’ response in full later in the autumn and to
further dialogue with them about the reform programme. In the meantime, however,
their document includes a number of inaccuracies about both recent initiatives and
the wider context for reform and | thought it important to set the record straight.

NHS Finances
We expect, and are supporting, the NHS as a whole to return to net financial balance

in 2006/07. In addition, we are aiming for as many organisations as possible to
achieve monthly balance of income and expenditure by the end of 2006/07. Where
one organisation overspends, an organisation elsewhere in the systern needs to
underspend for the NHS as a whole to be in financial balance. It is important,
therefore, that organisations return to financial balance as quickly as possible. To be
fair to all areas of the country, we will only make exceptions to the objective of
achieving monthly balance this year where it cannot be achieved without an undue
impact on patient services. On Friday 11 August we published a financial report for
the first quarter of 2006/07 which shows that the NHS as a whole is broadly on-track
to deliver net financfal balance this year and that it continues to perform well against

other key service targets.

The NAO and the Audit Commission have examined the reasons behind the deficits
and concluded that no single factor or policy is responsible. The majority of the
2005/06 deficit, as already reported to Parliament, Is in a minority of NHS
organisations and the concentration of deficits is largely in organisations that
overspent in the previous year: 70 per cent of the gress deficit is in 11 per cent of
organisations. This situation developed, then, before widespread introduction of the
extended Payment by Results (PbR) system in April 2006. It is also clear from the
financial report published on 11 August that & smaller number of organisations are

forecasting deficits in 2006/07.

Payment by Results
The greater transparency brought by the PbR system is helping the NHS return to

financial stability, not hindering its recovery. PbR, when implemented with patient
choice, is designed to ensure that resources follow patients, rewarding the best and
most efficient providers, giving others the incentive to improve. Prices are nationally
set at the average NHS cost. This means that hospitals have the incentive to be
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more productive and to attract patients on the basis of the quality of the service they
offer.

The former system of block contracting provided few meaningful incentives to reward
efficiency and tended to reinforce existing service patterns. Under the tariff, we will
have a stronger system for supporting the move of care closer to home as
commissioners will only pay for the hospital services their patients use.

We are introducing the tariff incrementally, consulting extensively with clinicians and
managers. | announced on 18 July that the scope of this system will remaln
essentially the same for next year as in 2006/07. This is largely because we have
listened to feadback from the NHS and want to give the NHS more time to road test
the tariff and plan for 2007/08— precisely what the unions’ document asserts is not
happening. We will continue to work with stakeholders, especially a wide cross
section of clinicians, in continuing to make improvements to the system.

Commissioning
The unions’ document implies that the Government is seeking to privatise the

commissioning of local health services. This is not the case. In July, we published
our proposals for better commissioning, Primary Care Trusts (PCTs) together with
local practices will in future work together to understand and develop services to
meet local nesds, The engagement of local clinicians, local communities and local
authorities in shaping plans and services will be fundamental. Where PCTs consider
that specialist private sector skills can help support their commissioning process they
will be able to draw services under & centrally procured contract. This Is the right
approach to ensure that commissioning can improve rapidly; it would be perverse to
stop PCTs making use of these skills. PCT boards are, and will remain, fully
accountable publicly for the best use of taxpayers’ funds.

Directly managed provision of community services by PCTs

The unions’ document suggests that PCTs will in future only act as commissioners
and will in some senss ‘be forced’ to withdraw from the direct provision of community
services. This is not the case. Direct provision can continue, as outlined in the White
Paper Our Healih, Our Care, Our Say. We also expect PCTs to be robust in their
assessment of the quality of all the services that they either contract for or manage.
Where there are deficiencies in the quaiity of directly provided services, PCTs will be
required to set out a clear improvement plan. This may include tendering where
standards continue to fall below those expected or where a service is unavailabie.
Depending on the precise service to be provided, new providers could include GPs,
nurse practitioners or other NHS providers, the voluntary sector, social enterprise or
private sector providers, whichever is best suited to help deliver better services with
better value for money. There is no intention to engineer particular solutions, but we
all need to recognise that some of our most deprived areas have been under-
doctored for too long and we need to improve the situation in these areas.

Independent Sector Treatment Centres (ISTCs)
Itis Inaccurate to assert that the ISTCs “cherry-pick” so called easier cases, They
were established precisely to offer dedicated facilities for specific types of planned
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surgery. Similar units have been established by NHS hospitals and the places in
NHS treatment centres far exceed those in ISTCs.

ISTCs bring additional capacity, more innovation and challenge to under-performing
parts of the service. Over 260,000 NHS patients have benefited from faster access
to treatments and diagnostic assessments through our use of the independent
saector. The first wave of ISTCs was targsted in areas where the NHS told us that
extra capacity was needed to help cut waits for patients, paying far less than the
NHS used to pay to ‘spot purchase’ operations from the private sector.

There are strong rules and safeguards to make sure that all the available services
meet or exceed the same high-quality standards and that the system is fair to

everyone.

The Third Sector
The unions’ document suggests that, if engineered, the introduction of the Third

Sector will be counter productive: there is no such intention. Third sector providers
are vital pariners in delivery of care, as the unions' document rightly acknowledges.
We wish to support greater participation from the third sector and from social
enterprise type organisations, where they can make a contribution to the quality and

range of care.

The “market” .
| do not believe that, taken together, these reforms will turn the NHS “into a market”.

It would be an odd market where the user ¢annot pay and the providers cannot
compste on price. Howaver, it is right to use some of the discipiines found in market
systems, such as choice and payment by results, where they can help to drive
improvement and deliver better services patients. Where statutory services are
unable to meet NHS commissioners’ and patients requirements, and third sector or
.private sector organisations.can help the NHS deliver better services, commissioners
shouid be able turn to these alternative providers.

The context for reform
Our goal for the NHS is straightforward: the best possible health service, available to

all free at the point of need and achieved within a taxpayer-funded system that must
demonstrate value for money. There is no doubt that we have seen significant
improvements in the NHS since we came to power. Walting times have fallen to
record lows. We are on track to deliver a 40 per cent reduction in the cardiovascular
disease mortality rate for people under 75 by 2010. Cancer outcomes have
improved with over 43,000 lives saved since 1997. Our facilities are more modern
and much better equipped. This has been achieved by addressing the historic under-

funding of the NHS

You can see how NHS performance has changed in your area at the Department of

Health’s website:
http:/Awww.dh.gov.uk/PublicationsAndStatistics/FreedomOfinformation/ClassesOfinfo

rmation/NHSFactshests/fs/en.




[image: image4.png]QH Department
of Health

Whilst these improvements are to be welcomed they do net yet go far encugh. For
example, inequalities persist in access to primary care, and public health challenges
remain, not least that posed by obesity which continues to rise leading to serious
concerns over its long term impact on the health of the population. Further, the NHS
has to face the demographic challenge of an ageing population and the opportunities
of a revolution in information and medical technology. Public expectations of health
services continue to rise. The scale of improvement that we, NHS staff and the
public wish fo see is such that it can only be dslivered through a reformed system,
where services are continually improving not because they are meeting nationally set
targets but because the NHS is listening and responding to patients, carers and ioca!

communities.

We are now six years into the ten-year programme of NHS investment and reform,
beginning with the NHS Pian (published in 2000). A significant further stage of
reform was described in the White Paper Our Health, Qur Care, Our Say (January
2008), signalling the need for a shift towards providing care closer to home. This is
what patients and the public told us they want from their health service during the
largest ever health policy public consultation of its kind held last autumn. Indeed the
health unions’ briefing note clearly acknowledges the case for reform as set out in

that White Paper.

Conclusion

The reform programme, therefore, is about providing the environment within which
the NHS can lead the way to improved services. It is challenging. Where services
currently fall short, it will be uncomfortable, but our responsibility must continue to be
to work with NHS staff and orgamsanons so that patients and taxpayers can be
assured that the best ilable across the country. Some

“people’s jobs are bound 16 ch: "Wwé fecognise the importance of working with
professionals and staff interests in taking forward change. The consultation exercise
on the current phase of reform continues untii 6 October.

But as change takes place there will be no compromise on the fundamental values of
the NHS: a universal, tax-funded service, with equal access for all, free at the point of
use and provided according to clinical need rather than ability to pay. These values
inform alf that we do and will not change.
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NORMAN WARNER




