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Statistics and the Privatisation of
the National Health Service and
Social Services

Altson Macfarlane and Allyson Pollock

Using stotistics to investigate the hidden privatisation of health
and social core services

Government policy has been 1o:

o reduce the size of the public sectar through privatisation and contracting
ol
# involve the private sector in providing existing and new services through
the private finance initiative and challenge funding,
Financial Statement and Budger Report, HM Treasury, 1996

Background

While other parts of the public sector have been privatised with a single high-
ptofile sell-off, privatisation has been taking place piecemeal in the UK’s National
Health Service (NHS) and social services. In some sectors, such as long-term
care, the process is well advanced, while in others, such as acute hospital care, it
is less well advanced but catching up fast. Many of the methods used to further
private-sector involvement in the NHS are well known. They include tax relief on
private health insurance for elderly people, compulsory competitive tendering for
cleaning, catering and laundry services, the transformation of NHS beds into pay-
beds, and charges to users of services. Others, such as capital charges, the private
finance initiative and the subsidy of private nursing and residential care homes
through the social security budget, are Jess well kngwn.

These policies were brought twgether with the introduction of the NHS internal
market in 1991 and the changes made in social services in 1993 Under rthese,
health and local authorities have purchased care for their resident population from
NHS trusts providing hospital and COMIMUMLY services and zlso from private hos-
pitals and private and voluntary organisations providing residential care and com-
Tunity services. This contrasted with the previous situation in which health and
local anthorities planned and provided the services themselves. The changes also

offered scope for the private sector to use any spare capacity to sell services to the
NHS,
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This chapter uses the statistics which are available to describe the impact of
these changes. while pointing to gaps in the data available. It is concernad first and
foremost with the effects of the policies, rather than the mechanics by which they
are implemented. It starts by describing changes made in long-term residential

and community care before going on (o discuss acute hospital care and charges to
users of services,

Privatlsation of long-tetm cara

Before the 1930s, responsibility for funding and praviding care was shared by two
public-gector agencies. The NHS funded and provided care in long-stay hospitais,
acute hospitals and community health services, while iocal authorities funded, and
through their sociai services deparmments provided, residental care and commu-
nity-based home care services such as *meals on wheels’ and home helps. All sex-
vices provided by the NHS were free 4t the paint of delivery but local anthorities
bad discretionary powers to make charges for services and means-test their users,
Undl the [980s few chose to do so (Association of Metrapolitan Authorities,
1904,

Sinee the 19605, the policies of communiry care and deinstitutionalisation had
been leading to the rundown and closure of NHS and local authority institarions,
as Figure 29.1 shows, with the transfer of people with learning difficulties and
mental illness into what was described, ofien suphemistically, as ‘the community”.
For some people this may in reality mean homelessness, as Chapter 23 shows.
These trends continued into the 1980s, and were extended to elderly people
including those described as ‘elderly mentatly infirm’.

Up to 1981, the private and charitable sectors played & relatively minor though
slowly increasing role in provision for long-term care. This changed when the
Conservative povernment used an amendment of the Social Security Act to allow
residents entering private-sector homes to claim board and lodging allowance
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from the social security budget o pay for their care, This opticn was not available
for residents in local authority or NHS facilites or for commuenity services for
people in their own homes. It led loca) and health authorities o encourage their
residents to opt for private care subsidised through social SECUTIY PaymEents.
These changes had a dramatic effect on the pattera of residentizl and nursing
home care provision, calling into question the stated policy of moving towards
‘care in the comnmunity’ ( Andit Commission, 1986; Department of Heulth, 1988).
In England, the overall number of places in homes for elderly and disabled people
rose from 179 502 in 1979 10 233 587 in 1985 (Radical Statistics Health Group,
1987}. The proportion of these places which were in private harnes rose from 18
per cent in 1979 to 34 per cant in 1985,

These rends continued through the late 1980s and into the 1990s, with increas-
ing numbers of places in private and voluntary homes for peonle with leamning dif-
ficulties, and in private homes and hospitals for mentally ill people. Although the
mgve to the private sector was the most outstanding feature, changes in methods
of data collection in England mtade it difficult to measure changes precisely, let
alone campare trends with other countres of the UK, each of which collegted the
data slightly differently. In 1987-88, a new vategory, ‘elderly mentally infirm’,
was introduced to categorise people who had previously been described as either
‘elderly’ ar ‘mentally ill'.

Greater changes in data collection accompanied the much more widespread
changes made in 1993 when the NHS and Community Care Act of 1990 was
finally implemented. The key teatures of the Act were to devolve responsibility
for funding long-term care to local anthorities and 1o restrict the extent to which
long-term care was funded through the social security budget {Pollock, 1995), The
NHS" role in long-term care was reduced to caring only for the people who are
most dependent on health care, thus requiring local authorities to provide care for
increasingly dependent groups of people. Local authorities began to fund people
in private nursing homes registered with the NHS as well as those in various types
of residential care registered with local authorities. From 1094 onwards, the
Departrnent of Health began to collect data about places and residents in nursing
homes. Small homes with four or fewer residents were required o register with
local authorities from 1 April 1993 and they began to appear in the statistics from
1994 onwards,

The number of homes registering dually as hath residential and nursing homes
tose in the mid-1990s, from &02 in 1993 to 1537 in 1997 (Department of Health,
1997c). To counter the likelihood of double counting, from 1997 onweards data
about residential and nursing care in these were explicitly subdivided. In the same
vear, data collection about places in unstatfed homes ran by local suthorities was
stopped on the grounds that much of this accommodarion was now being provided
by housing associations, from which the Department of Health does not collect
data. All these changes make it difficult to assess whether the rundown of NHS in-
patient facilities has been offset by facilities provided elsewhere. As a result of
these difficulties, data for 1997 have not been added te the graphs in this chapter,

In England, the overall number of places in staffed residential homes of all
types rose from 283 800 in 1987 w 307 856 in 1997 (Department of Health, 1995,
1997¢). The preportion of these which were in local authority homes fell from 45
per cent in 1987 1w 20 per cent in 1997 and maost of the growth was in the private
sector, In addirion, the numbers of residential places in dual-registered homes
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providing both residential and nursing care rose from 11 308 in 1993, the first year
for which data were collected, 10 24 954 in 1997, The numbers of places in nurs-
ing homes rose from 124 369 in 1994 1o 143 834 in 1995, then fell w 131 674 in
1997, while the numbers of nursing places in Jual-registered homes rose from
13831 in 1993 to 48 633 in 1997 (Department of Health, 1997¢).

As can be seen from Figure 29.1, the rundown of ‘mental handicap’ hospitals
has taken place over a leng period. The process speeded up from the mid-1980s
onwards, with the average number of beds available daily falling by 36 000 from
46 000 in 1983 to 10 000 in 1996-97 (Department of Health, 19974, In COUNLTast,
the number of places for people with learning difficulties in staffed local author-
ity, voluntary and private accommodation rose by only 28 896 from 17 328 in
1983 to 46 224 in 1997, as Figore 29.2 shows. The numbers of places available
in local authority unstaffed homes apparendy rose by only about 1250 from
1453 in 1983 to 2700 in 1995, but by 1997 there were 3389 peaple with learning
difficulties living with local authority support in unstaffed homes, which could be
owned by local authorities, housing associations or other oreanisations.

Far people with mental illness, the average number of hospital beds available
daily fell by 44 000 from 82 000 in 1983 to 38 000 in 1996 while the numbers of
places in residential accommodation outside long-stay hospitals increased to a much
lesser extent from 6500 in 1983 to 13 100 in 1996, The picture here is much less
clear, as Figure 29.3 shows. People categorised as “elderly mentally infirm’ were not
counted before 1987-88. Although the overali picture shows a major shift to the pri-
Ve sector, private mental hospitals are very different from the long-stay institutions
which have been mn down. They cater largely for people with less severe illness
who are funded by private health insurance, although this may be changing.

The NHS and Community Care Act 1990 also requires local authorities to assess
people’s needs and financial eligibility for long-stay residential and nursing home
care. While they continue to have discretionary powers to impose charges on
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community-haged services, means testing for residential and nursing home care
follows national criterta. As a result, in the financial vear 1994/95, £559 million
was collected by tocal authorittes from charges for residential and durmiciliary
care (House of Commons Health Commines, 1996a).

F.E@m. Em total expenditure on residential care for elderly, chronically i1l and
physically disabled peaple was just over £8.2 billion, of which 61 per cent was
publicly financed, while the rest came from user charpes, means testing and indi-
vidual payments. Another £3.7 billion was spent on non-residentiai and domicil-
lary care including that provided by the NHS, soctal services and private and
voluntary organisations (House of Commons Health Committee, 1998a). In 1005
aver __E: _cm the long-term care expenditure in England, £4.9 billion, was spent oo
care In private residential and mursing homes and 49 per cent of the costs were met
from public funds, There are no data available so far on the amount SPEDT On COm-
munity-based private care because this sector is fragmented and 4 national survey
has vet to be done. In 1997, the average cost per person per year of nursing hame
care and residential care was estimated at £17 472 and £12 844 respectively in
England (Laing, 1997). There are no national data on the number of people who
have had to sell their homes to pay for care (Hammett, 1992),

As a condition of central funding, social services departments increasingly use
private organisations to provide community-based services such as ‘meals on
wheels’ and home care. In 1996, the private seetot provided 32 per cent of the total
comtract hours of home help and howme care in England, compared with just 2 per
cent it 1992 (Departrent of Health, 1997¢). Although the pumbers of hours of

carg had increased, the numbers of households receiving it had declined from
328 500in 1992 m 49] 000 in 1908,
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These changes have yet to be thoroughly evaluated but the immediate impact of
decentralisation has been to introduce wide differences in approaches o needs
assessment, in both financial and other criteria for service eligibility {Leicester
and Pollock, 1996 National Consumer Council, 1995), These differences create
wide geographical and other inequities in access to long-term care services,

It is worth noting that many of the large health care corporations providing care
in the US A have also set up oparations in the UK. U5 experience shows litde evi-
dence that the shift to private-sectar financing and ownership of long-term care
will save money, especially if the corporations operating in the UK have similar
pattemns of spending on administration, similar capital and similar profit levels
{Harrington and Follock, 1998). At present, there are few data about the position
in the United Kingdom.

Acute hospital care

The removal of restrictions on private practice led to a growth in the numbers of
private acule hospitals in the early 1980s. The actual size of this growth is not so
easy to assess, however. Data collected by the Independent Healthcare Associa-
tion, shown in Figure 29.4, telate to the UK as a whole and do not tally exactly
with the data collected separately by the health ministries for each of the four
countries, because of the differences in definitions.

Drata collected by the Independent Healthcare Association show that the num-
bers of private acote hospita) beds in the United Kingdom rose from 6614 beds in
150 hospitals in 1979 to 10 155 beds in 201 hospitals in 1985 {Radical Statistics
Health Group, 1987). After that, numbers of beds levelled off for a year or two
bafore ingteasing more gradually to 11 681 beds in 227 hospitals in 1995 (Indepen-
dent Healthcare Association, 1993), The percentage increases have been highest
in the regions and countries, such as Scotland and the former Northern, North
Western, East Anglian, Wessex and Oxford regions of England, which had the
fewest private beds in the past. Nevertheless, private acute hospitals are very
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unevenly distriboted geographically. In 1995, 44 per cent of the beds in the UK
were in the Thames regions and many of them were concentrated in London.

The increase has largely been in hospitals ran by for-profit organisations, with
a slight decline in hospitals owned by religious and voluntary groups. For-profit
groups owned €3 per cent of private acute hospital beds in 1995, compared with
29 per cent in 1979, The early 1980s was a time of major expansion for British
groups, such as the British United Provident Association (BUPA), and US com-
panies expanded into the UK market. Since then European groups have entered
the market and largely replaced the US companies.

The numbers of pay beds in NHS hospitals also rose in the early 1980s. In Eng-
land, the authorised quota rose from 24035 in 1579 to 2919 in 1982, after which
numbers levelled off to 2967 in 1985 and 2856 in 1991, the Jast year for which the
data were collected in England, Revenues from NHS pay beds rose from £94 mil-
lion in 1991 to £240 million in 1996, Over the same period, the NHS's share of
the total private health care market rose from 10.9 per cent 1o 16.7 per cent and
was predicted to nise to 20 per cent over the following three vears {Fitzhugh
Directory, 1997). Data from the Hospital Episode $vstem for the financial year
1989/20 onwards show an increase in the use of private beds from 83 478 in-
patient and day case episodes in 198889 to 99 309 in 199495 { Williams, 1997y,

The increase in the provision of facilities in the private sector came at a tinte
when facilities for acute in-patient care in the NHS were decreasing, in response
to the move to day case surgery and shorter lengths of in-patient stay. In Englind,
the average numbers of acute beds available daily decreased from 147 000 in 1979
to 108 008 in 1994/95 but have shown a slight increase in the past iwo years,
reaching 108 895 in 1996/97 (Department of Health, 1997d). The decreases over
earter years were also associated with hospital closures, in many ¢ases, Meaning
that people are having to wavel longer distances for in-patient care. It is difficult
to assess the extent of this inconvenience, as the Department of Health no longer
records the location of hospitals in the published statistics and simply identifies
frusts by the type of care they provide.

No data are collected routinely about the numbers of in-patient and duay case
admissions to private hospitals, but a series of three surveys estimated that num-
bers of admissions to shart-stay private hospitals in England and Wales rose from
upproximately 275752 in 1981 to over 655 350 in 1992/93 (Williams and Nicholl,
1994}, In 1992/93 about 5 per cent of these were paid for by the NHS, As part of
waiting-list initiatives in the late 1980s the first steps were taken to buy NHS ser-
vices from the private sector. The introduction of the internal market in general,
and general practitioner fundholding in particalar, have accelerated this trend. In
1994 ¥irginia Bottomley stuted that it did nat matter who provided the services so
long as they were paid for by the public purse.

Further developments increased private-sector interests in public hospitals,
These were the introduction of capital charges in 1992 as part of the interna) mar-
ket, the extension of competitive tendering, which had been introduced in the
1980k for catening, cleaning and laundry, to other services such as computing and
laboratory services, and the launch by the Treasury in 1992 of the Private Finance
Initiative (Pollock and Gatfney, 1995).

When replying 1o a parhamentary question about the backlog of maintenance
costs, the Department of Health admitted that a substantial reduction in the size of
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the NHS estate was anticipated over coming years along with a continuing ambi-
tious programme of capital investment by the private sector as part of the private
finance initiative (PFT) (Pollock et of., 1997). The object of PFI is to bring private
finance into latge capital projects for the NHS, but the buildings will be buils and
largely owned by private companies and consortia, which will lease them and
their services back to the NHS. The NHS, using its revenue funds, will pay for
both the capital and the ranning costs but will not ‘own’ the facilities built under
the initiative. A recent report has shown that the NHS and the Treasory are using
public funds to subsidise the expansion of the private sector. The report also draws
atention to the reduction in overall capacity and service provision as a result of
the increased cost of the PFI hospital building programme compared with publicly
funded alternatives (Gaffney and Pollock, 1997). Tt is likely that the rundown of
NHS acute and community service provision will mirror the recent trends in long-
term care.

Privatisation and the employment of NHS staff

Because so many NHS saff work part time, statistics about them are expressed s
whole-time equivalents. Each employes is counted according to the proportion of
wheole-ime hours she or he works, The numbers of whole-time equivalent ancil-
lary staff in the hospital and commumty health services in England decreasad
from 124 270 to 66 760 between 1986 and 1993, atter which 2 change in the way
jobs are classified made trends difficult to monitor {Deparmment of Bealth, 19976,
Many of these were replaced by staff employed by private conmactors. There are
no data about the oumber of staff these firms employ on NHS wark nar about the
extent to which nursing and other staff may have to take on some of the tasks
previcusly earried out by ancillary staff.
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The numbers of whole-time-equivalent qualified nurses working in NHS hos-
pital and community services declined from a peak of 244 220 in 1989 1o 238 780
in 1994, After that, the numbers appeared to increase slightly as a result of a
change in the way murses are classified. Senior nurses, who had been counted as
managers, are now counted as nurses. The numbers of whole-time-equivalent
hurses working in general practice rose from 1449 in 1982 o 9820 in 1096
{Department of Health, 1997f). Nevertheless, the most marked feature of Figure
29.5 is the increase in the number of qualified nurses warking in private homes
and hospitals from 12 208 whole-time-equivalents in 1982 to 50 816} in 1996,

Private sources of funding

As well as being funded by general taxation, health and social services and
private care can be funded by charges to users. These may be met wholly or partly
from private health care insurance. The trend since 1979 has been to increase
charges and to introduce more charging policies for health and social cars. The
propartion of NHS income coming from charges for prescriptions, dental fees,
private health care and other sources has always risen under Conservative gov-
erniments and fallen under previous Labour povernments (Webster, 1997), It rose
from 2.0 per cent of twtal NHS expenditure in the UK in 1978/79 to 2.9 per cent
m 1984/85 (Radical Statistics Health Group, 1987). After reaching a peak of 4.3
per cent in 1990491, the proportion started to fall, reaching 2.0 per cent in
1996/97 (Office for National Statistics, 1998b), The muin reason for this fall js
that NHS trusts, as autonomous public corporations, no langer report income
from charges.

There are other reasons why income from charges appeats to have fallen, Firat,
some drugs which could formerly be obtained only on prescripton became avail-
able without preseription. This transfers the cost of the drug to the person paying
and removes its cost from the NHS. Second, where drugs cost less than the WHS
prescription charge, many peneral practitioners are presctibing them on prvate
preseriptions. Third, eye tests and the provision of spectacles have been com-
pletely privatised and dentstry has been parttally privatised. Finally, some other
private charges, such as locul charges for screening and management of subfertil-
ity, are not declared pationally and 2o do oot Bppear in statistics,

The creeping privatisation of prescribing is particularly important. From 1979
onwards, prescription charges rose every year, usually well ahead of inftation. It
hag been estimated, using Department of Health Prescription Cost Analysis data
for 1995/6, that over half of prescribed items cost less than the preseription charge
{Department of Heslth, unpublished data from Prescription Cost Analysis), If the
use of private prescriptions increases, this will have a number of effects, First,
prescribing analysis and cost (PACTS data will no longer accorately reflect
general practice prescribing patterns, reducing the value of indicators of pregerib-
ing derived from FACT data. Second, the net costs of drugs will rise because of
‘cteam skimming’ of cheaper drugs. Third, private prescriting will act to increase
inequalities in practice funding. Costs of drugs prescribed privately will not
4ppear in practice prescribing budgets. This will favour practices in affluent areas
where the demand for private prescriptions will be greater, as fewer people are
exempt from charges. Such practices will therefure have lower NHS presceribing

FYFRLdE COFCDERLNIARLY DEET WE LW L

costs than practices in more deprived areas. Fundholders have been able (o use
savings om their prescribing budgets for other purposes (Heath, 1994),

Social services depactments’ income from charges was poorly documented
throughout the 1980s. Charges accounted for 9.6 per cent of total social services
expenditure in 1991/92 rising to 12.4 per cent in 1995/96 (Department of Health,
1996). These data may not reflect the extent o which charges were actually
recovered, which is thought to be much lower, The potential to raise income from
charges for residential care is taken inte account in the central government allo-
cation to local authorities. Social services charges are particularly regressive
because they reqnire payment from users of services. These are often the people
with the highest need for health and social care. For many services, such as home
care and domiciliary care, people increasingly have to pay from their Income
Support for the domiciliary care provided.

Private health care ingurance

Although in the original NHS Act, the then Minister of Health, Anearin Bevan,
allowed doctors to offer private health care in NHS pay beds, the private sector
remained small, with only 120 000 people holding private insurance n 1950. The
number had increased to over 2 million by 1972 and by 1992 approximately 6.4
million peaple — that is, 10.8 per cent of the population — were covered. These data
are compiled in g variety of ways, from either surveys or retums made by third-
party insurers, and their accuracy has not been evaluated (Laing, 1997), Insurance
coverage can be measured as the numbers of subscriptions taken out each year, or
in terms of the numbers encolled at one point in time.

The uptake of private medical insurance is known o vary peographically,
although data have not been published for some time. The most recent published
data are from the 1987 General Household Survey. This estimated that 16 per cent
of people in the Quter Metropolitan Area around Greater London and 15 per cemnt
in the Outer South East were covered, compared with only 3 per cent in the North
and 4 per cent in Scotland and Wales (Office of Population Censuses and Survey S
19891, Uptake of private health insurance also varies strongly by socio-econorntic
group. As might be expected, policy holding and coverage are highest among pro-
fessicnal and managerial groups. In 1995, policy holding ranged from 21 per cent
of men in professional cccupations to 1 per cent of men in manual occupations
{Onfice for MNational Statistics, 1997¢).

What conclusions can we draw?

The patchy data available show that the privatisation of the NHS and social ser-
vices has reduced the avuilability of care to most people in England. Similar
forces were al work in the other three countries of the UK. Given the extent to
which public funds have been used to subsidise investment in the private sector,
better data should be available about how they have been spent. Better data are
also required on the needs for health and social care and how they are met,
together with the impact of chanpes in funding and chaeging policies on HLRSS
to care. Compiling gowmd data is no easy task. It is difficult to collect data in &
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wiy which reflects policy changes and anticipates their impact, while also
allowing consistent time series to be compiled. We suspect that such data would
seriously call into question the way in which these policies of privatisation are
still being pursued under 3 Labour government,
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Industrial Injury Statistics

Theo Nichols

Official statistics on industrial infury are not a valid measure of safety
performance

In late 1997 when Frank Davies, Chairman of the UK's Health and Safety
Commission {HSC) presented the 1996/97 Annual Eepott, he reflected that the
increases in fatalities at work provisionally estimated for that year had to be
taken seriously, even though at that point it was tao carly to judge whether the
new statistics indicated a ‘brief rise in this country’s previcusly improving safety
tecard or the start of an upward drift’ (Health and Safety Commission, 1097,
p. xi). The key purpose of this chapter is to critically assess the assnmption that
the British safety record had been improving from the mid-1980s. It is argued
that jt is doubtfu] it bad improved, if by this is meant that a reduction in the
Health and Safety Executive (HSE) statistics had come about as a Consequence
of improved attention to safety matters in British industry.

What 1s safety?

It is an important feamrs of the history of advanced capitaligt societies that
they have generally evidenced rises both in the level of productivity and in
satety. As far as safety, rather than safetv and health, is concemed — for safety
and health may move in contradictory ways and it is safety alone which is the
focus here — the contribution of several different factors has to be rackoned. One
of these is the role of increased investment and, especially important in manu-
facturing where machinery is a more common immediate cause of injury,
increased mechanisation and automation. As far gs fatality rates are concerned,
long-term improvements in medical facilities, both on site and by way of
general public provision, can make for improvement. Also — and generally this
iz the more so the longer the time perod that is considered — a part is played
by mereased expectations about how people should be treated at work and, just
2% important, increased expectations about the rights and confidence they have
outside it. However, whatever the importance of each of these possible contri-
butory factors, the emergence of Thatcherism as a short-termist, anti-labour
pelitical regime at the start of the 19%0s should be sufficient warning that there i



