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Bungled reforms let managers pocket thousands in redundancy and walk straight into another 

job  

David Cameron hopes that he has defused the NHS as a political issue, but it remains a 

ticking time bomb. Even Simon Stevens, the impressive former adviser to Alan Milburn and 

Tony Blair who was appointed the new chief executive of the health service last week, has 

admitted to friends that he knows it is in a mess. He has taken a pay cut and accepted the job 

because he feels loyalty to the service and wants to help to sort it out. 

A government-commissioned inquiry yesterday criticised the culture of delay and denial over 

NHS complaints, concluding that there had been a “decade of failure”. Patients were also told 

to expect hospital closures if they want a service that operates at the evenings and weekends. 

Already senior doctors are warning of a “winter crisis” of the sort that Labour used to dread 

and all but eliminated. Accident and emergency units are bursting and there are likely to be 

more patients on trolleys by the end of the year. A recent survey by the NHS Confederation 

found that fewer than half of senior staff think their hospitals will hit the target of 95 per cent 

of patients being treated within four hours in A&E in the coming months. With a 26 per cent 

jump in admissions among those aged over 85 in the past four years, it concluded: “NHS 

leaders are seriously concerned about the impact of these pressures on patient safety and 

mortality.” 

That’s not all. In the next two weeks the final accounts of the 161 primary care trusts and 

strategic health authorities that were abolished in April under Andrew Lansley’s controversial 

reforms will be published. These will reveal the true cost of redundancy payments to senior 

managers who lost their jobs in the shake-up. According to one Whitehall source, the total 

will be in the region of £170 million. The Department of Health argues that it is a relatively 

small amount and will be more than balanced out by the purported £1.5 billion annual savings 

from the reforms. But there are likely to be some shocking figures hidden in the small print. 

The National Audit Office has already put the cost of redundancies since 2010 at £435 

million, with 10,000 employees leaving the NHS at an average cost of £43,095. Among the 

“very senior managers” who were laid off, however, the figure is much higher — these top 

bureaucrats typically walked away with £277,273. Over the past two years 1,341 NHS 

officials have received redundancy payments of more than £100,000, of whom 438 got more 

than £150,000 and 173 above £200,000. At least one was paid £578,470. 

Most controversially, many of the administrators made redundant in the shake-up have ended 

up working in another part of the newly configured health service. Although more than 170 

organisations have been closed, more than 240 new bodies have been created, all requiring 

staff with similar expertise. Under NHS rules drawn up for less turbulent times, employees 

could pocket twice their annual salary in severance pay, then walk back into a job after four 
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weeks. As one insider told me at the time: “You go to a leaving party then a few weeks later 

the person is back in a different job.” 

Some pushed the rules to the limit. I was told of one manager of an underperforming hospital 

trust who resigned and went straight to a new post in Australia — then retrospectively 

claimed £300,000 in severance pay. The remuneration committee called upon to approve the 

payment questioned the settlement, but was given legal advice that it had to be made. “We 

were frustrated and dismayed by several similar states of affairs,” one member told me. “This 

was the tip of the iceberg. Everyone knew that almost anyone who wanted to could rapidly 

get another post.” 

There was widespread concern about the way the redundancy programme was handled 

among non-executive directors of the strategic health authorities — grandees from the worlds 

of business, the law and academia as well as medicine — who sat on the remuneration 

committees. At frequent emergency sessions of these financial scrutiny boards the payments 

were queried.  

“All the members of our committee were completely outraged by the amount of money a 

person could walk away with,” my source says. “It was a complete bunfight and led to so 

much pointless waste. The jobs weren’t really going, they were just rearranging the 

deckchairs. The whole thing was amoral, if not immoral.”  

The Government argues that severance payments are inevitable in any reform programme and 

that the eventual savings will far outweigh the short-term. However the NHS reforms did not 

involve a straightforward redundancy programme because many of the jobs were not being 

abolished, but were simply reassigned. This really was money for old rope. 

Jeremy Hunt, a more emotionally intelligent and politically attuned Health Secretary than his 

predecessor, knows there is a problem. Ahead of publication of the annual reports, he has 

written to the heads of the “arm’s-length bodies” involved in healthcare, warning that the 

NHS will lose public support if it gets a “culture of excessive pay and payoffs”. As well as 

urging pay restraint, he is advocating new rules on redundancy payments. In future, 

regardless of actual salary, the maximum pay level used to calculate payments should be 

capped at £80,000. Money will be clawed back from managers if they get a new job in the 

NHS within a year. 

The new rules are sensible but they are also an admission that what went before was too lax. 

Why on earth was the new system not imposed before the biggest reorganisation in the 

service’s history? It’s yet more evidence of the mishandling of the reforms. Hundreds of 

millions of pounds were wasted at a time when the health service is already under huge 

financial pressure, because the implications were not thought through. In fact the Government 

refused to listen to complaints made at the time by members of remuneration committees — 

an alarm bell that should have resonated in Whitehall. 

Charlotte Leslie, a Tory member of the Commons Health Select Committee, believes that 

despite all the changes the Government has failed to get a grip on the NHS  culture. “There’s 

a powerful cabal within the Department of Health that will hijack any reform to make sure 

it’s still jobs for the boys and girls,” she says. “The NHS is a club for managers. It’s a 

completely unaccountable system with people merrily waltzing around the merry-go-round 

picking up £200,000 every time they pass Go.” 



In Downing Street they used to describe Mr Lansley as the “mad inventor in the woodshed”, 

dreaming up ever more weird and wonderful schemes. But it was Mr Cameron who looked 

voters in the eye and promised that the health service was safe in his hands. It was a central 

element of his modernisation of the Tory party. The mad inventor’s contraption could yet 

explode in the Prime Minister’s face. 

 
 

 


