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Introduction

This report examines the employment and financial impact of competitive tendering in the NHS in Northern Ireland between 19988 and 1993. The research findings are combined with the findings of the Northern Ireland Equal Opportunities Commission investigation into competitive tendering in health and education services (NIEOC, 1996).

Health and Personal Social Services (HPSS) bodies are required to regularly market test domestic cleaning, catering and laundry and linen services. “There is no management requirement to market test other specified services, nor is it a management requirement that services must be ‘rolled up’ into multi-service or ‘hotel’ contracts.” (NHS Management Executive letter to UNISON, November 1994). The NI guidance is virtually the same as that issued in Great Britain.

UNISON analysis of contracts

The Centre for Public Services compiled data on NHS contracts awarded in the 1988-93 period. The analysis was based on contract awards, job losses, gender composition of the workforce, changes to working hours and rotas, changes to terms and conditions extracted from HPSS tender evaluation reports, management schedules and management information supplied to UNISON in negotiations of NHS trusts prior to, during and following the tendering process.

Methodology

We have compiled data on nearly 40 contracts but some of these overlap with the EOC case study sample and these have been excluded from the analysis. We have separate data on 13 contracts, (8 domestic services, 4 catering and 1 laundry contract). The combined data sample covers 30 contracts out of the 71 contracts which were awarded in the 1988-93 period - see Table 1.1.

The tables in the following analysis indicates our data and the EOC data both separately and jointly.

Table 1.1: Number of NHS case study contracts

	Study
	Domestic
	Catering
	Laundry
	Grounds maintenance
	Total

	UNISON
	8
	4
	1
	0
	13

	NIEOC
	8
	6
	3
	0
	17

	Total
	16
	10
	4
	0
	30


    Source: Centre for Public Services/UNISON and Northern Ireland Equal Opportunities Commission

Job losses

There were 202 jobs lost in the UNISON case study contracts, a 13.2% decline compared to the pre-contract staffing level. The bulk of these losses were in domestic services. 
Table 1.2: Changes in employment in UNISON case study contracts

	Service
	Jobs pre-contract
	Jobs post-contract
	Jobs lost
	% Job loss

	Domestic
	1,157
	983
	173
	-15.0

	Catering*
	325
	301
	24
	-7.4

	Laundry
	52
	47
	5
	-9.6

	Total
	1,534
	1,331
	202
	-13.2


   * Includes WTE: Covers 12 contracts

   Source: Centre for Public Services/UNISON and Northern Ireland Equal Opportunities Commission

When the job loss data for both the UNISON and EOC case studies are combined the overall job loss is 531 or 15.3% (see Table 1.3). If the same job loss rate is applied to all 71 NHS support services contracts, over 1,250 jobs, mainly done by women, have been lost in the Northern Ireland health service.

Table 1.3: Employment change in NHS

	Study
	Jobs pre-contract
	Jobs post-contract
	Jobs lost
	% Job loss

	UNISON
	1,534
	1,331
	202
	-13.2

	NIEOC
	1,943
	1,614
	329
	-16.9

	Total
	3,477
	2,945
	531
	-15.3


       Source: Centre for Public Services/UNISON and Northern Ireland Equal Opportunities Commission

Cuts in hours

An analysis of pre and post-contract working hours in the UNISON case study contracts revealed a reduction of 6,665 hours or 17.8%. The cuts in domestic services were more than twice the rate of those in catering (see Table 1.4).

Table 1.4: Changes in hours in UNISON NHS case study contracts

	Service
	Pre-contract hours
	Post-contract hours
	Loss of hours
	% of loss



	Domestic
	27,728
	22,015
	5,713
	-20.6

	Catering*
	9,014
	8,171
	843
	-9.3

	Laundry
	N/a
	N/a
	N/a
	N/a

	Total
	36,742
	30,186
	6,556
	-17.8


    * Includes WTE: Covers 11 contracts

    Source: Centre for Public Services/UNISON and Northern Ireland Equal Opportunities Commission

Government job loss data

Government data shows that NHS support service employment declined by 2,258 jobs in the 1990-94 period. However, this includes jobs transferred to private contractors (see Table 1.5).  
Table 1.5:  Employment Change in NHS Support Services 1990-94: 

(Number of Jobs)

	Service
	Female
	Male
	Total

	
	Full-time
	Part-time
	Full-time
	Part-time
	

	Domestic
	-552
	-733
	-48
	115
	-1,218

	Catering
	-603
	23
	-106
	119
	-567

	Laundry
	-223
	-46
	-30
	4
	-295

	All support services
	-1,380
	-760
	-360
	242
	-2,258

	% change
	-65.5%
	-16.8%
	-28.8%
	148.5%
	


    Source: Parliamentary Written Answer, Hansard, cols 459-462, 13 June 1996.

Savings claims lack supporting evidence 

This section provides detailed evidence that Government claims of NHS market testing savings are illusionary.

Savings claimed by the Government

The Secretary of State for Northern Ireland supplied the data in Table 2.1 regarding the net savings from market testing. The figures are net of market testing process costs (HPSS staff and consultants), monitoring and contract management costs, redundancy and early retirement costs, avoidable overhead costs and National Insurance costs. It includes market testing contract awards to both in-house services and to private contractors. See below for detailed commentary of these figures.

Table 2.1:  Claimed annual net savings from market testing contract awards HPSS support services (£)

	Year
	Northern
	Southern*
	Eastern**
	Western
	Total


	1990/91
	178,500
	642,529
	810,355
	993,000
	2,624,384

	1991/92
	474,000
	1,414,839
	2,614,283
	1,681,000
	6,184,122

	1992/93
	624,000
	1,307,736
	3,734,249
	2,085,000
	7,750,985

	1993/94
	703,000
	1,459,265
	4,028,479
	2,135,000
	8,325,744

	1994/95
	705,000
	1,743,771
	4,587,776
	2,412,000
	9,448,547

	Total
	2,684,500
	6,568,140
	15,775,142
	9,306,000
	34,333,782


   * Includes those for the HSS Trusts which are based within the area.

   ** Includes those for the HSS Trusts which are based within the area and the Central Services Agency.

   Source: Parliamentary Written Answer, Hansard, cols 459-462, 13 June 1996.

The claimed savings represented 14.8% and 15.3% savings on the total Northern Ireland domestic services expenditure in 1992-93 and 1993-94 respectively. The comparable figures for catering services were 11.8% and 12.4%.
Savings: fact or fiction

Savings are only genuine, irrespective of how they are obtained, if they are net of all costs within the NHS Trust and of other public sector costs. Otherwise they are simply savings to the immediate budget holder.

The savings data provided by the Government is highly questionable. No details of gross savings were supplied, nor was actual expenditure on management, monitoring or consultants costs. We do not consider that these savings are accurate for a number of reasons.

Table 2.2: Claimed annual net saving for each service from market testing contract awards HPSS support services (£)

	Year
	Domestic
	Catering
	Laundry & Linen
	Other support services
	Total

	1990/91
	806,342
	1,570,850
	246,892
	-
	2,624,084

	1991/92
	2,949,918
	2,762,035
	472,029
	-
	6,183,982

	1992/93
	3,565,170
	3,636,838
	436,677
	112,300
	7,750,985

	1993/94
	3,755,801
	3,865,264
	653,384
	112,300
	8,386,749



	1994/95
	3,945,795
	4,167,376
	953,139
	112,300
	9,178,610

	Total
	15,023,026
	16,002,363
	2,762,121
	336,900
	34,124,410


  * Includes those for the HSS Trusts which are based within the area.

   ** Includes those for the HSS Trusts which are based within the area and the Central Services Agency.

   + The figure in brackets represent in-house costs in excess of the agreed contract price.

   Source: Parliamentary Written Answer, Hansard, cols 459-462, 13 June 1996.

1. They are claimed savings to NHS Trusts, they are not Government savings 

The savings figures apply solely to NHS Trusts and take no account of other costs to the Government or loss of income. This aspect of the public costs of market testing is examined later in this Appendix.

2. The savings achieved in the first year of a contract have been assumed to continue at the same level for each subsequent year of the contract.

In other words, the savings have been simply rolled up. For example, the claimed saving of £9.4m in 1994/95 is built up of accumulated savings from contracts let in previous years. This takes no account of the following:

· The cost of contractor’s claims for additional or non-specified work over the length of the contract.

· Changes made by client officers to the level of service over the length of the contract. These may reflect changes in the level of demand, meeting unforeseen circumstances and so on, and are, nevertheless, usually increased costs which would reduce any initial ‘savings’. Together these costs can add up to a substantial erosion or even elimination of ‘savings’.

· The cost of compensation payments made to staff as a result of successful claims of unfair dismissal and failure to properly consult under the TUPE regulations.

If these costs were taken into account, the real savings will be substantially reduced. Hence the figures provided by the Secretary of State are, at best, estimates.

3. The costs of administering the tendering process have been grossly underestimated by the Government. 

Over the last decade the Government has consistently claimed that CCT and market testing produce cost savings of 20%-25%. The 1995 White Paper, Civil Service: Taking Forward Continuity and Change, was still making the claim of “....average cost savings of 20%”. However, this figure was never substantiated by research but was widely quoted as fact. The OECD stated boldly that “....the UK, for example, has obtained typical savings of 25 per cent from its market testing” (OECD, 1995).

The crudity of the savings claims is highlighted by the Northern Ireland CIPFA report which has the following statement on page 115 with regard to the Green Park Healthcare Trust: 

“Generally this was a well conducted and worthwhile market test with a good result in terms of the very large savings which the winning tender represented, 34%. The achievement of this level of savings was all the more noteworthy because this was the second round of tendering for some of the services.” 

The following page has a hastily inserted reference to the decision by Mediguard to withdraw from the contract in June 1996 after only 16 months of a five-year contract. The Trust awarded a new contract to ISS Mediclean. Clearly, the 34% savings are fictitious. 

The Northern Ireland savings figures are claimed to be net of market testing process costs (HPSS staff and consultants), monitoring and contract management costs, redundancy and early retirement costs, avoidable overhead costs and National Insurance costs. However, since none of these costs were supplied by the Northern Ireland Office there is no way of assessing the full financial impact of tendering.

Savings and patient care

“It has not been the practice, nor was it intended, that savings from market testing should be earmarked and traced specifically to the point of delivery of service. The savings, together with funds from other Cost Improvement Programmes and the growth monies provided each year by Government, are pooled to fund service developments and meet in-year pressures on a Board-wide basis.” 

(letter form Malcolm Moss, Minister for Health and Social Services to Seamus Mallon, MP, 3 November 1994) 

The Minister also claimed that savings “have certainly not been applied to any increases in management costs arising from the reforms, since these were separately funded from additional monies provided for that purpose.”

Patient care must be fully and properly funded through the Trust’s main budget and must not be dependent on ‘savings’ being generated by tendering. Part of any ‘savings’ transferred to patient care are in effect helping to offset increased health care costs related to higher levels of unemployment. 

We obtained a copy of a Cost Improvement Programme for one Board in which 80% of the savings were as a result of staff cuts, half of which were in administration and support services, and the remaining twenty percent from reductions in goods and services.

The NHS does not have an accounting or financial system in which the ‘savings’ in one budget, in this case support service budgets, are ring fenced and then transferred lock, stock and barrel to other budgets which are solely concerned with patient care. This would be the only honest way in which NHS management and the Government could genuinely claim that savings have been used for the purpose intended.

Given the increase in NHS management these savings, in whole or part, have been used to fund the increase in highly paid senior management in the NHS.
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