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NATIONAL, HEALTH SERVICE
SALE AND PURCHASE OF MEDICAL PRACTICES
Memorandum by the Minister of Health

I propose in this Paper that when a National Health
Service is egtablished - :

(i) the sale and purchase of medical practices
( being practices conducted wholly or partly
within the public service) should stop;

(ii) doectors 'who are thereby deprived of existing
gelling valuss should receive compensation
baged on 1939 standards of practice values
and paysable only on the doctor's death op
retirement from practice;

(1ii) all doctors taking any part in the public
service in future ghould join in a new
contributory superdannuation scheme,

2a I alsc proposs that, in order to elear up the pressnt
uncertainty with which young doctors from the Forces or
glsewhere are faced, some anhouncement of the Government's
general intentions should be made at once.

&a The White Paper on the National Health Service referred
to this guestion, It proposed that, if and where its
proposal s destroyed the value of existing practices,
compensation would be paid. Two possible examples were
given; the first, where the taking over of a practice hy a
new-comer was prohibited in an "over-doctored" srea; the
second, where a doctor gave up his separate practice to take
gervice in a Health Centres. But in general, it was not
considersd that the proposals in the White Paper would
themgelves destroy ihe value of practices. The White Papsr
went on to recognise the case which could be made on merits
for the abolition of the whole custom of sale and purchass,
in publicly remunerated practices, and suggested discusaion
of this with the profession, .

4. The Coalition Govermment made 8 public announcement, on
srd May last, that they did not propose to &bolish sale and
purchase at present; that an inguiry by & Committee would bs
get on foot after -the National Health Service was in
operation and after experience of its working had been
obtained; +that if, as a2 result of that inguiry, the sale of
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practices should be controlled, proper compensation would be
paid. The full text of this anncuncement is appended.
Doctors from the Forces and others are naturally asking

whe ther this announcement still holds good and, if ncoct, what
is the pogition. They are entitled to an early answer.
Uncertainty is @lso causing hardship among the clder doctors
who have kpt on during the war and now want to retire, and
among the depsndants of doctors who die, .

5. On merits, I am sure that it is wrong that public
medical practices - practices or parts of practices which
depend for their wvalue on public-remnderation under g
National Health Service - should be bought and sold, In
spite of the freedom of patients to change their doctor in a
public service, the custom amounts very nearly to the sale
and purchase of patients and therefore of a public income,.
Howsver much it may be mitigated by loans of cheap money or
otherwige, it must tend to deter the poorer recruit from
professional practice. It ia also particularly unsuitable
to public practice orgAnised in publicly provided Health

Centres.

= But - apart from the merits of the custom as such = a
direct result of a provision which I am gatisfied must (for
other reasona) be incorporated in the new serviece will he
that the selling value of all publicly remunerated practices
will be desftroyed anyway. The provision to which I refer is
the vesting of a power in the Minister (probably acting
through & specially appointed professional body) to approve
or selsct the general practitioner to replace.a practitioner
in the public service who has died or retired. This
provigion will in effect put 8n end to any market in practicss
affected by it. ;

s It is arguable that an action by the State in the
interests of the community which has incidentally destoyred
the value of an existing practice gives rise to no better
claim to compensation than many similar actions which
incidentally destroy the "good-will" attaching to particular
businesses. There are, howsver, gpecifl features in the
present case. The destruction of wvalues will scarcely be
"incidental™; it will be a very direct result of positive
action by the Government, Also, if no compensation wers
given there would be mény cases of hardship among people

who have (guite properly, in the light of the custom of their
profession at the time) incurred considerable liasbilities in
the purchase of praectices, and who have acguired in the
gelling values of their practices their principal insurance
for old age and for their dependants in the event of death.
There is also the practical point that great hostiiity would
be aroused in the profession, a4t the very time when we want
thelr utmost co-operation, if practice values ware destroyed
without compensation. Moreover the White Paper has alrsady
firmly coupled compensation with the destroying of practice
values in the doctors' minds.

B I think therefore, that theres should be compesnation
(although without adunitting an inherent right to it on the
doctors’ part) and I think that it should be devised broadly
on the bagis of restoring what is destroyed by the Government's
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agtion, The exact basis of compensation and its methods
will need to be discussed with the profession's spokesmen
before -final decision,; but I think that the cbjeect should be
to secure their agreement toc arrangements on these lines:-

(1) At a given date when the scheme ztarts, to .
assess the value of practices then existing
on the basis of the income deriwved from them

during the preceding year.

®%) To discount the abnormal conditions which have
affected practice wvalues =ince 1939 by
reducdng the above, assssged values to a
1939 lsvel, i.e. by @pplying 8 reduction
factor which will take into account rises
in fees, capitation payments, ete.,; since
that date, and by ftaking for purposes of
calculation the number of years' purchase.
normally paid in 1939,

(8) To arrive at 8 global figure of cowpensation
by asggregating 811 the reduced valuss 30
arrived at;  and to invite the medical
profession themsgelves to propose how the
total shall be eguitably apportioned
between individual practices.

(4) To maks Faymenﬁs 10 each doctor on retirement
(or to his dependants on desath) in zccordancs
with that basis of spportionment,

=8

the apportioned Capitsl velue in respect of
the neriol elapsing before it is sctually
raid to the docior or his dependants - as
sone reconmpense for. the interest on loans
winich he may have to continue to meet or the
interest wvalue of his tied-up money, s0 as to
reduce any unfeir asnomaly between doctor and
doctor when 211 receivae thelr remuneration at
the sems rates in future from public funds.

(3) Te ellow for s reason2ble rate of interest on

i naﬂdertlg of thezse srrangements for compensation,
086 0 take power o st up & supersnnustion scheme
' &all doctors taking part in the new service. (Yo

ount would be taken of past service under ths pressnt
health ingurence a&rrangements or otnsr s=rvice

re thes opereiion of the superannustion scheme, gince the
conicernsd would bBae ﬂdﬁﬂ.auﬁl' compensated in this

t ©y the schsns set out &bove), Here again the

ails will regulrs to be worked out at soms length, in
sl tation with The profession, but the genersl principles
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(iii1) The scheme to be capable of application, if
possible, to a wider field than general practice
&nd to cover all doctors participating in any
field of the new service - and probably to be
correlated with similar schemes for other 5
clagses and groups of employees in the health
gErvVica. g

10. It is not necesgary te decide now exactly how these
things sh&all be done, It is necessary, however, to, decide
whether they shall be done and to make some geners] Almoimeos-
ment which will give & pointer to young doctors in deciding
whet their course of action should be in the next few months.
If my colleagues agree with my proposgls in principle I

should like to be authoriged to make &n immediate amouncement
on the following lines: -

(i) The Govermment have no yet finally decided upon the
proposals which they will be submitting to Parliament for a
Hational Health Ssrvics.

(28) They believe, however,.that it will be incompatible
with the provision of an efficient service that the futurs
exchange of medical practices, and the creation of new
practices, within that service should bs left entirely
unregulated and that no effective steps should be taken to
gecure 8 proper distribution of doctors to fit the public

nead.

(3) They appreciate that interwvention in this field =
in whatever form it may take = will probably have ths
effect of preventing the sale and purchase of the practices
of doctors taking any part in the new service, and the
Government therefore think it right to give warning of this
probability at once and in adwvance of the formulation of

- their full proposals.

(4) At the same time, and in order to 2llay the natural
anxisties of doctores glready in practice or now coming into
practice from the Forces or elgewhaere, the Government wish
to meke it clear that there will be an appropriate measurs
of compensation to doctors in respect of loss of capital
valueeg directly cauged by the new arrangements. It is
intended that discussions should be undertaken immediately
with the profession'e representatives with regard to the
steps to be takKen to give slTect to this decisions

11. JMhen this statement heasz been made, I will at once
initiate discussions with the profession, not only on the
bagis and method of compensaticn in general, but alsc on
8ny specisl messures hecesgary in the interests of doctors
and their dependants who wigh to dispose of practices, and
newcomers who desire to enter practice, before the operation
of the compensation arrangements. I shall suggest to ths
profession that they should themselves take steps to meedt
difficulties arising in this interim periocd and should
announce as soon as possible what they are doing.

(Intld.) A.B.

MINISTRY OF HEATTH, S.W.1.
25RD NOVEMBRER, 19480.
S
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LPPENDIX

COPY OF CO.LITION GOVERMMENT'S JIRIOUNCEMENT

MR. STOREY: Toc ask the Minister of Health whether he
has any -atataient to make on the sale and purchase of :
medical practices in relation to the Government's proposals
for m Nationaol Hesdlth Sapvice.

MR. WILLINK: Yesz, 5ir. The Govermment recopgnise, as
indicated 1o thne White Paper, that a case cen be maode for
the total abolition of the sale and purchase of publicly
remunerated practices, and particularly of practices con-
ducted in publicly provided health centres.

The Governnent alse recoghise, as indicated in the
wWhite Ppper, that the abolition would involve greoat
practical difficulty and is not essentinol to the initiation
of the new service. g

The Govermment Tfeel that Ilrm decisions, dealing with
the practical difficulties fairly in the-interests of all
concerned 1f sale and purehrnse wers to ba abolished, could
be reached only after some experience had been gmined ol
the working of the new service and =211 the relevant facts
had been ascertained.

The Govermient do not propose, therefore, to make any
alterotion in the prezent custom in the forthconing Health
Services Bill, but they propcse thot o full inguiry into
the whole guesticn ghaoll be ingtituted by o Comaittee
appointed for that purpose after the new service has come
into coperation cnd experisence of its working haos been
pained.

. lMesnwhile, to rauove any presant uncertainty, the
Governnent wish to make it clear that, 1f the sale of
practices — as & result of the inguiry I have mentioned -
ghould be abolished or restricted by law, doctors affected
would receive all proner compensstion, on the understanding,
of course, that (os indicoted in the White Peper) the new
gervice could not bs gllowed, Ty itself increaging values,
to incrense the amount of compensatieon payable.

The Govermient also recognise thuai, pending the
inguiry, mony doctors will be returning from the Forces and
entering new civil proctices under the existing conditions
of practice exchange. They 2re anxious that thess men and
women shall not be prevented or discouraged from.doing so
by inability to find purchase money, and they are discussing
with the Profession how this can best bhe secured.

Non-oral inswer

Zrd May, 1945
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