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Prime Minister

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT: THE SCRUTINY
PROGRAMME

You asked all Cabinet colleagues to let you know about
proposals for scrutiny of specific Departmental functions.
Next year | propose to have three areas examined as follows:-

(1) the arrangements for financial control of the
water industry;

(2) the regional organisation of Central DOE (which
also serves Norman Fowler's Department);

(3) the PSA works transport fleet.

Notes on each of these subjects in the form suggested by
oir Derek Rayner are attached. | intend that the study of the
water industry and of the PSA works transport fleet should start
as soon as the necessary arrangements can be made and that the
Regional Offices study will begin about 1 April next. | am
sending a copy of this minute and enclosures to Sir Derek Rayner
and Norman Fowler,

29 NV WA




. PROPOSAL .1

FINANCIAL CONTROL OF THE WATER INDUSTRY

(a) Subject.

The subject is the mechanism the Department has established for

the purpose of determining the capital expenditure and borrowing
needs of the water industry and, subsequently, for controlling its
external borrowing and the totality and balance of its expenditure.
A secondary and linked subject concerns the methods employed by the
Department in encouraging greater efficiency in the indusiry. The
capital expenditure of the industry will be £438 million in 1979/80,
and its borrowing £323 million.

(b) Cost:

A staff of 27% (Administrative, Specialist, Professional,
Executive and Clerical) are employed on this work at an estimated
cost of about £462,000 pa (basic staff cost plus accommodation and
common services),

(¢) Reasons for selecting the subject:

The work is conducted on the basis of a substantial technical as well as
administrative input. It would be valuable to review the way the
Department examines the industry's affairs in judging 1ts expenditure
and borrowing needs and in encouraging greater efficiency, and to

look at the degree of detail involved. Such a review could have a
significant impact on the effectiveness of the control system and the
value for money derived.

(d) Terms of reference:

It is suggested that the terms of reference for the review might be:

"Having regard to the requirements of the Water A.t 1973 the

Public Expenditure Survey and, to an appropriate extent, the
Government's policies for the control of nationalised industries,
to review the methods used by the Department to decide and control
the expenditure and borrowing of the water industry and to
encourage greater efficiency. To examine the role of the

water authorities, the National Water Council and the Department
in this and to recommend any changes required to lmprove
effectiveness."




(e) Timescale:

To start as soon as can be arranged, and to finish within

3 months. Examining officer and reporting arrangements yet

to be finalised.




PROPOSAL 2
THE REGICNAL ORGANISATION

(a) Subject
The number and location of the joint regiocnal offices serving
Central DOE (ie DOE excluding the Property Services Agency) and

the Department of Transport (DTp) and their internal organisation.

(b) Cost

There are eight regional offices covering the whole of Ekngland
except Greater London. Together they employ some 1600 staff at a
cost of £25M pa (basic staff cost plus accommodation and common

services).

(c) Reasons for selecting the subject

The main functions of the regional offices: housing, economic and
land use planning, roads and transportation, are all likely to change
in nature and content as a result of new policies being introduced
following the General Election. The number and location of the
offices and the size and make-up of their staffs will need to be
reviewed when the implications of those new policies can be seen

more clearly.

(d) Terms of reference

I'o review the number and location of the regional offices and their
internal organisations and to make reccmmendations with a view to
ensuring that the regional organisation is of a form and size
appropriate to its functions and is capable of discharging those

functions efficiently and economically.

(e) Proposed timescale

90 working days from 1 April 1980.

(f) Examining officers and reporting arrangements

To be determined in consultation with DTp. It is probable that Central
DOE and ITp will each appoint one officer not below Assistant Secretary
level to conduct the examination. Those officers will preobably work

in consultation with the Permanent Secretaries to both Departments and

will report to the Secretary of State for the btnvironment and the

Minister of Transport.




PROPOSAL 3% (PSA)
PSA WORKS TRANSPORT FLEET

(a) Subject:

The works transport fleet provided by PSA Supplies on "hire" to the PSA
works Organisation and other users,

(b) Cost:

The total cost of the allocated fleet (2580 vehicles), including fuel
is £4.8m pa. This figure represents the notional hire charge from
Supplies and does not include the administrative costs of the users.

(¢) Reasons for Selecting the Subject:

DOE Ministers have recently agreed to substantial reductions in the
PSA directly employed labour force (DEL), DEL are the principal
users of the fleet and its size and campuétion therefore need to be
reviewed, At the same time, PSA Supplies are reducing their

other transport activities, and certain changes in the arrangements
for providing and maintaining the works fleet are necessary.

There has been no recent examination in this field, and there should
be scope for economies.

(d) Terms of Reference:

To review the requirement for works transport in the UK Territorial
Organisation and the ways of meeting it; and to make recommendations.

(e) Proposed Timescale:

About three months from 1 December.

(f) Examining Officer and Reporting Arrangements:

Mr R J Verge [Principaﬂ will be the Examining Officer. Detailed
reporting arrangements have not finally been decided,







MINISTER OF STATE

CHARGING FOR COURSES AT THE CIVIL SERVICE COLLEGE

1. Mr Saunders's interesting report is differenti from most
project reports in that it airs the issues rather than coming
to a firm recommendation.

2. May I offer you the conclusion that I have drawn? This
study, and other "Rayner projects”, have reinforced my view
that allied services can produce real isnorance of coStis and
3 lack of c:ut-caaﬁuinnuwf 3 I conclude that Departments
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CHARGING FOR COURSES AT THE CIVIL SERVICE COLLEGE
General

1. I believe in repayment as a general principle. It puts accountability
with responsibility and ensures that management both knows and answers for
what it consumes. Linking accountability with responsibility enables
priorities to be properly ordered through a greater awareness of relative
coste and the knowledge that somebody else will not be there to pay the
bill. Any service for which the user does not have to pay is likely to

be used less efficiently than if he did have to pay. Repayment not only
imposes greater discipline on the consumer, it also imposes discipline upon
the supplier who must have a greater consciousness of the market for which
he is working and the costs at which he is supplying it. Nonetheless, I

accept the need to judge each case on its merits.

The Civil Service College: the prima facie case for repayment

2. I note from the report (Paragraph 1.10) that training through the

College accounts for only 6 per cent of total training (£10 million) with

the rest being provided either by and within the departments themselves

(80 per cent) or externally (14 per cent). I note also that the "full cost"
of the College is comparatively low, at £5 million, of which £2.4 million is
provided as an allied service (by PSA, HMSD, etc) or a common service

basis (CSD), with the other £2.6 million being on CSD's own Vote. In
addition to this £5 million operational cost, I uwnderstand that other
Ministers bear a cost in the sense that they have to pay the salaries, travel
and subsislience of stodents attending the courses and that this is also in the
region of £5 million., Although the direct cost of the College is relatively
small, 1 believe the figures to be significant and worthy of serious

consideration for repayment.

P I understand {I‘Iil.s;::‘nph '_’r.]} that the amount of resources allocated to
College training is settled by CSD from within its overall resources,

according to the priority given to its other activities. But the responsibility
for ensuring that staff are adequately trained rests with departments
(paragraph 1.26), so that the CSD's responsibilities are for overall training
policy and the provision of that training which is best done centrally.

[ am still unclear about the exact nature of "main" CSD's input after it has




made the budget allocation, and the way in which CSD policy divisions,
departmental establishment officers and training officers and the
College mesh together to effect the general aims of the College (as
defined in Paragraph 1.5) and to ensure that the College adds value

to the overall training programme. Even so, 1 certainly agree that the
present distribution of accountability does not seem to conform with

the real responsibilities (paragraph 1.26).

h. The prima facie case for repayment is thus made, namely that making

departments decide how much to spend on training Eiill'ltliling College

training) in relation to their other commitments would "clarify and

reinforce respective responsibilities at the College and in departments
for deciding the best possible application of training resources and in

securing value for money". (Paragraph 1.27)

1 This prima facie case is reinforced by the fact that there is a

distinet lack of awareness of the costs of College training (Paragraph 1.9).
An important input to the efficiency of training provision and the

ordering of priorities in training is detailed information on the relative
costs of courses, but I see that such detailed costing is abzent. This

must make it difficult te reach a rational choice between courses, from within
a limited budget, if the relative costs are not known, Similarly, in the
absence of detailed costings it is hard to judge whether particular courses

should be run by the College, departments or externally.

Obstacles to repayment

b. Al though the report recognises the case for repayment on accountability
grounds in principle, it is unable to come to a Tirm recommendation. The
main impediment is its conclusion (Paragraph 3.19) that repayment would
probably lead to a contraction of College activities and a shift in

emphasis away from 'developmental' training towards more Job-related and
vocational training., The decision whether to introduce repayment, the report
argues, rests on whether these consequences are judged "acceptable",

(To whom this question of acceptabilily is addressed is unclear, but I
presume it to be to CSD Ministers, as they have responsibility for the
"overall efficiency” of the Service - although I think this thought

very vaguely stated.)




Fie The report sets out the arguments for and against the acceptability of
the consequences (Paragraph 3.22), The argument in favour is that

because the weight of decision has been put on to other departments,

there could be a better expression of real need. The argument against

ig that departments would be short-sighted, preferring a short-term gain

to the long-term efficiency of individual civil servants and the Service

as a whole,

8. Given that the College would no longer be a free good and that
departments would be aware of the relative costs of training provisions,
I would accept that there might be a shift in the balance of College
training: faced with tight budgets, departments might well spend what

they had on those courses which met their most pressing needs.

9. However I do not believe that this possibility should stand in the
way of a decision to go for repayment. If CSD Ministers fear a detrimental
change in the level and balance of College training, the answer is for them
to become the customer of the College and pay for courses they thought
important but at risk., This would be in Keeping with the principle that
accountability should rest with those having responsibility. CSD Ministers

would of course want to be explicit about central training so protected.

10. No matter how large a proportion of the College's budget was met in

this Wiy, it would be an improvement on the present systiem. All ‘]"'I"'""“'l"”"-“

{including CSD) would face the full costs of training; all departments
(including the CSD) would be better able to order their training priorities,
being confronted with the relative costs of courses; and all departments
(including the CSD) would be in a better and clearer position te balance their
training needs against their other commitments. Any courses which the
departments and the CSD choose not to support must be taken as a reflection

of real need.

11. I note that Mr Saunders considered (Paragraph 3.20) the possibility of
introducing into a repayment model the concept of a payment by central
departments. Whilst he sces some role for "central funding", eg in
financing the development costs of new courses (Paragraph 3.17), he does
not see it being extended in the way described above., The report states

(Paragraph 3.20) that -




"The purpose of repayment would be to allow preferences to be
expressed through a financial mechanism; that would not be
achieved by propping up courses because departments are not
willing or able to pay for them Moreover, the cases
where centiral departments are primarily the 'customer' rather
than departments is limited".
I agree that repayment must allow departments to express preferences -
I merely include CSD in the definition of a "Department”. I agree that

' does

courses should not be propped up willy-nilly. But "central funding'
not necessarily imply this. Rather the decision to support courses
centrally must be based upon some specific criteria of need (eg the benefit
of the Service as a whole). As to the extent to which central departiments
have only a limited role as a customer I believe that this could change

in the face of repayment — the definition of 'customer' will be 'the

department where responsibility lies'.

Pract 'il_:i advantages _u_l‘__l_t-l_l-:":_i_r_l-lz}_g

12, Other advantages of ||_'|r.'|._'l.lli-i'1|[ are identified in the report which
reinforces my view that the College should move into a repayment basis.

I do not propose to dwell on these since they are really a subset of

the general case of placing accountability where responsibility lies. But

two examples are =

. The College has been plagued by last minute withdrawals

leading to a 15 per cent loss of course membership and inefficient
use of College facilities (Paragraph l.LTH}. The report concludes
(Paragraph 4.15) that "A repayment system with payment in advance
ssssssss Should tackle this problem", I agree. Lack of conscience on
the part of consumers is a classic consequence of being presented

with a free good.

b. One consequence of putting the College on a repayment basis is
that "Revenue raised would become an expliecit, though not exclusive
yardstick of success" (Paragraph 4.1). I agree:; it should ensure a
closer match between supply and Departmental need. I would only add
that it should also breed a greater awareness of cosis., As noted
earlier, at the moment there is no regular formal costing of
individual courses - average costs only being promul gated. This

cannot be conducive 1o maximum efficiency.




Commentary on practical disadvantages of repayment
i 1

15. The report identifies some pos=ible dizadvantages of a repayment

system. I comment on these as follows -

a, It might discourage innovation and improvement to existing
courses and might breed complaceney about those courses which

are established and successful revenue earners (Paragraph fl.f}:l.
Whilst 1 accept this as a possibility it can be overcome by good
managers with an entrepencurial spirit. The rigours of the market

place normally encourage innovation and discourage complacency.,

b. A system of repayment, in which the College was organised

around clearly defined cost cenires, might inhibit informal
co-operation between directorates and hinder the development of

more multi-diseciplinary training (Paragraph 4.7). I do not see a

real problem here. As the report says, it can be overcome by fléxible
and co-operative management. It ought te be a question of swings

and roundabouts,

¢. Paragraph 4.7 also notes that repayment could hinder the use

of speakers from within the Civil Service, since a lecturing fee
would have to be refunded to the parent department which might he
cumbersome for accounting purposes. 1 believe that this should

not be a problem for good college managers. In the more competitive
environment of repayment Course Directors should be more, not less,
inclined te provide the best courses possible. And the accounting

problem will be only as cumbersome as the College makes it.

d. If departments with substantial in-house training facilities
concentrated more on their own training at the expense of the

College there would be a significant and damaging shift in the

balance of course membership {]1:|I'illl_:l'.'|1!h "l.H}. The extent of =uch a

ghift would of course depend on the relative costs of in-house
training and college training, It is difficult for me to judge

the seriousness of this problem given the lack of detailed cost data,
nor do I fully understand the benefits of departmentally balanced
course membership., Where there is a clear demand for a particular
course, but only those depariments without their own training
facilities find it economic to send students, it will be for the

College to decide on the importance of 'balanced course membership!




and if necessary to adjust the charges for such courses such
ag to make it economic for a greater cross section of departments
to submit nominations. Such an element of flexibility in pricing

is important in the selling of any good,

e. Paragraph 3.5 notes that "The College might be subjected
to quite rapid and unforeseen fluctuations in demand, to which,
because its expenditure (mainly staff and accommodation) would be

largely fixed in the short term it could not respond easily." The

College already has to cope with volatility in demand (Paragraph 4.10).

Whether or not such fluctuations will increase is hard to say at this
stage. But the demand for one's service is a standard problem
of management and good managers should be able to cope with it through

market research and forward planning of provisional courses etc.

£ Paragraph 2.2 notes that "Those interviewed [:Dupr!rtnujntnl
Training of ficers) would not expect repayment to have a fundamental
effect on decisions about nominations". It does not suprize me that
the majority of training officers were satisfied that very few
frivolous nominations slip through the present system - this would
after all have been a confession of failure in their duoty. I also
recognise that even on an allied service basis departments incur
the cost of the officer not being at his desk. The introduction of
repayment will not cause depariments to be less scrupulous in their
sifting; the likelihood is that presemted with the full costs of
College training and limited budgets there would be an incentive

for them to be more scrupulous.

Conclusion

1%. I accordingly believe that the College should move to a repayment

sy stem.

15. The report suggests (Paragraph 6.5) that the repayment model set out

in Annex E will require further work and that the assistance of an accountant
would be needed. I agree. I am on the whole in broad agreement with the
outline model in Anex E. The only point T would make is that the training
budgets of Departments should include expenditure on all training - in-house,
external and College. The implication in the report is that the in-house
training budget would be separate from College and external training. I

cannot accept this as right. It is important that training officers in




departments should be in a position, in the face of the relative
costs of all courses, to judge which form of training can most
efficiently meet their needs, and to switeh expenditure accordingly.

College training is not merely a substitute for external training.

16. It is also important, if repayment is to be beneficial, that in-house
training should be systematically and regularly costed. T note that at
the moment despiie the promulgation of a standard guide on full costing
of training centres and other courses, very few departments report full
costs to the CSD on any regular basis. 1 trust that this apparent

lack of cost—consciousness can now be removed,

17. I agree with the report (Paragraph 6.6) that no pilot experiment

ghould be mounted, for the reasons given. 1 also agree that the entry
to repayment should be handled with care. This is not to argue that
we should be dilatory in implementation — rather that we should have a

well defined strategy.

18, I am however unclear on the reasoning in Paragraph 6.8 which produces

the conclusion that implementation should not be before September 1981,

DERFK RAYNER

i 2 November ]'_.':'j
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Privy Councit OFFICE

WHITEHALL, LONDON SWIA 2AT

Chancellor of the Duchy of Lancaster E?th November /19?(_}
and

Minister for the Arts

MANAGEMENT - IN CONFIDENCE

C A Whitmore Esqg

Principal Private Becretary to
The Prime Minister

10 Downing Street

B A

EFFICTENCY AND WASTE IN CENTRAL GOVERNMENT:
THE SCRUTINY PROGRAMME

Following your letter of “17th Qetober the Chancellor of
the Duchy has been giving some&” thought to what role the
Office of Arts and Libraries should play in the scrutiny
programme .

There are serious practical difficulties in that the
Office of Arts and Libraries is a very small Department
with few staff suitable for conducting studies of this
kind. We would have to look to DES,with whom we have
eatablishment links, for help. IDES itself is also =a
small Department.

The Chancellor of the Duchy thinks that the sensible
solution is to treat OAL and DES for the purpose of

the scrutiny programme only as & single group, with

an OAL scrutiny being undertaken every so often instead
of a DES one. This would give the necessary flexibility
in arranging staffing.

The Chancellor of the Duchy hopes that this arrangement
will be acceptable. If so, he will not be offering a
topic for scrutiny on this round as one is already
being proposed by DES.

I am copying this letter to Peter Shaw (DES) and to
Sir Derek Rayner's Private Secretary.

Miss E les
Private Becretary
(Arts)
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB

TELEPHONE DIRECT LINE o1-212 2501

SWITCHBOARD 01-212 7874
Sacratary of Siate for Indusiny

13 November 1979

C A Whitmore Esq

Private Secretary to the Frime
Minister

10 Downing Street

LONDON SW1

D, Cliwe

EFFICIENCY IN CENTRAL GOVERNMENT:
THE SCRUTINY PROGRAMME

As requested in your letter of 12/0ctober, I
attach my Secretary of State's proposal for the
first year of scrutinies under this programme.
The details are in the form suggested in Clive

Priestley's letter of 1 November and are, I hope
self-explanatory.

I am copying this letter to the recipients of
yours.

I K C ELLISON
Private Secretary




(a) Subject
REGIONAT, IEVELOPMENT GRANTS

1 The purpose of the RDG scheme is to assist, by encouraging
investment, the regeneration of manufacturing industry in the
Assisted Areas in Great Britain with the long term aim of improving
the employment prospects in those areas. The scheme has no direct
employment link. The relevant statute is the Industry Act 1972,
which is supplemented by detailed non-statutory rules. Regional
Development Grants may be paid towards the cost of providing new
capital assets in the Assisted Areas in premises which are used
wholly or mainly for qualifying activities. These are now mainly
manufacturing as described in Orders III to XIX (inclusive)of the
1968 Edition of the Standard Industrial Classification. Initially
the rates of grant were set at 22% in the Special Development Areas
and 20% in the Development Areas and in these Areas grant was
payable on buildings, works, machinery and plant. In the
Intermediate Areas grant was payable only for buildings and works
at the rate of 20%.

2 In July 1979 it was announced by the Government that in future
the Development Area rate of grant would be 15% and that grant was
being abolished in the Intermediate Areas - these changes will take
full effect from 1 August 1980. The considerable reduction in the
extent of the Assisted Areas in Great Britain, spread over three
years, will substantially reduce the amount of grant paid. The
minimum value of assets eligible for grant was increased from £100
to £500 for machinery and plant, and from £1,000 to £5,000 for
buildings and works. In the June budget it was announced that the
payments of grants would be deferred for four months. Grants are
not taxable,

Cost

5 In 1978-79 £416.9 million (at out-turn prices) grant was paid.
£10.5 million was recovered from grantees who did not comply with
the conditions under which they received grant. 40,326 applications

were received and 39,108 were dealt with. Policy matters and

/difficult ...




difficult decisions are dealt with by the Headquarters Division.

At Headquarters there are 24 posts and these cost £0.5 million in
1978-79 (Ready Reckoner for 1978 Basic staff cost plus accommodation
and common services). Applications are dealt with in the four
provincial offices (Billingham, Bootle, Cardiff and Glasgow) each

of which is responsible for a geographical area. The total

complement is 530 (mainly Executive Officers) and each office is
headed by a Senior Principal as Director. In 1978-79 the cost of

the four Offices was £4.6 million, and the total cost of administering
the scheme was about 1.2% of the grant paid.

Reasons for selection

4 This is an area of the Department's work where the same task

is done in four regional locations. The Grants Offices disburse a
large sum of Government money (around £400m a year) and employ a
significant number of staff (over 500). Since the introduction of
the present Grants scheme in 1972 the policy and particular aspects
of the procedures have been examined from time to time and

changes made. A more general examination of the procedures as a
whole might identify desirable changes in them and contribute to
greater efficiency.

Terms of Heference

5 To examine the administration of Regional Development Grant
work at the Department's four Regional Development Grants Offices
and at headquarters; to consider how far changes in or greater
standardisation of procedures in Regional Development Grant Offices
could lead to greter efficiency; to have full regard to the outcome
of recent reviews of this area of work by O&lM, Staff Inspection and
Internal Audit teams; and to make recommendations.

Proposed starting and finishing dates

& It is expected that this review will start early in 1980 and
take about three months to complete.

Examining officer and reporting arrangements

7 The officer to carry out this review has not yet been identiﬁied.
e -




He or she will report to the Secretary of State through the
Minister of State (Lord Trenchard) and will consult with the
Permanent Secretary in designing, launching, conducting and

reporting the study.







MANAGEMENT IN CONFIDENCE

Treasury Chambers, Farliament Street, SWIP 3AG
O1-233 3000
26th November, 1979

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT:
FOLLOW UP TO THE RAYNER EXERCISE

Your letter of 17th October invited Ministers to send
to the Prime Minister, with a copy to Sir Derek Rayner, their

The Chancellor proposes 6 areas for scrutiny in 1980 -
one from each of the Treasury, Customs and Excise and
Department for National Savings and 3 from the Inland
Revenue. These are described in the annexes to this letter
which follow the format given in Clive Priestley's letter of
1st November.

In choosing the subjects for the coming year the
Chancellor has given careful consideration to the scope of
the programme. His departments vary considerably in size and
function. Some may be able to offer one or more areas for
scrutiny every year. But others, in particular the smaller
ones, may only occasionally offer scope for a Rayner project.
However, the Chancellor wants to make a significant start
in the first year and has therefore decided to put forward
three projects from his biggest department, without any
commitment to find as many as 6 projects from his departments
every year.

I am copying this letter to Clive Priestley.

\‘jr')w

(M.A. HALL)
Private Secretary

C. Whitmore, Esqg.,

10, Downing Street w,uaceuenm IN CONFIDENCE




Subject

in
The role of Treasury specific expenditure divisions/monitoring

central Government expenditure, focussing on the effectiveness

which they use the Financial Information System to this end.
Costs

Some 265 staff are employed on public expenditure control work in
the Treasury at a staff cost of £2 million (1979 Survey Prices).
is not possible at present to provide an accurate costing of the
time spent on monitoring by expenditure divisions. The computer
of monitoring reports is probably about £75,000.

Reasons for selecting the subject

The role of Treasury expenditure divisions has b
which was emphasised by “‘he decision to de
financial information system in the late

produce usable output in 1977-78. The reports
already been changed considerably to meet users
there are standing arrangements for identifying

further changes in responset I ds

The efficient operation of FIS

and control of expenditure;

uses the system to maximum i iveness Main features
system are that it._ integra

cash and volume teras: and that it

able detail to facilitate analysis.

is scope for more sys

expenditure division




MANAGENENT

Terms of Reference

To examine, in the light of developments in the control of public
expenditure, the functions of Treasury specific expenditure

divisions in monitoring central Government expenditure and especially
the effectiveness with which they use the Finamcial Information

System, and to make recommendations.

Proposed Starting and Finishing Dates

1 February - 30 June.

Exanining officer

Not known.
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. DNS RAYNER PROJECT FOR 1980

CONVERSION OF RECORDS OF PREMIUM SAVINGS BOND HOLDERS TO A
COMPUTERISED FORM

(a) Subject

Over £1,300 million of Premium Savings Bonds are ouned by some

25 million holders. Records of holders and their bonds were
originally held at the Bonds and Stock Office, Lytham St Annes in
immense and growing paper files which required increasing

resources for their use, meintenance and expansion.

In June 1976 conversion of these records to a computerised system
began. At that time it was expected that conversion would snd

in sbout S years, but because of the restrictions imposed upan
spending and manpower the resources employed had to be curtai

In consequence little more than % of the holdings has

converted, and the task is not now expected to be

March 1884, About 550 staff are deployed on conversio

At the start of conversion it was expected that about 700

wvould be ssved by the end of the task. Oirect comparison
original forecasts is impossible becsuse of the introduction
conversion of substantial cost-saving changes in tha terms of
Premium Bonds and other Fa:ﬁg, but savings dua to conversien haue
so far amounted to about 100 staff and are estimated to rezach
about 300 2t the end of the task. '

The question at issue is whether it is practicabls and desirablsz

to attempt tc expedite the completion of conversion.

(b) Cost

The cost of completing conversion is a
of uhich n= £7 million represents discounted staff co
[}

the rest ionery, postage, etc.

selectine the subijact




system are being seriously delayed as the conversion timetable
lengthens. Much of the potential gain from a computerised system

can only accrue when the manual processes are abandoned.

It is considered that the pace of conversion could usefully be

revicuwed to determine the optimum rate if manpower and financial

resources are to be deployed to the maximum advantage.

(d) Terms of reference suooested

(1) To review the prodress of conversiovn of Premium Savings

Bonds from the manual to the computerised system.

(2) To recommend the pace of conversion that should be the

aim, consonant with public policy as reflected in manpower and
financial controls, so as to ensure maximum economies and
efficiency in running the Premium Savings Bond scheme as a whole.

(3) To recommend what steps can be taken to safeguard the rate

[E

of conversion advocated in Recommendation 3 against short-term

constraints.

(e) Proposed startino and finishino dates

(1) Start 11 February

(2) Finish 19 June

.(r) Name of exeminino officer: Mr C L Dann, Principal

Reporting arrancements: Not yvet Finalised.
s ¥

Noviombher 1979




INLAND REVEWUE (1)

ISSUE OF PAYE DEDUCTION CARDS
{n) Subject:
The function of issuing Deduction Cards to employers.

This serves two purposes, (i) to notify the emplover of the code to he
each employee in the coming tax year, and (ii) to provide him with a record
which te calculate and/or report tax deductions.

The particular subject to be examined is the issue of deduction cards relati
to thoce c*ﬂ]r'cf- whose tax code is unchanged from that in usze in
yc I For 79-80 that proportion was %53 or 11.7 millieon out of a

229 million. The nunber of employers concerned is roughl

Staff costs for the total Deduction Card issue are estimated at about 950

(at CA grade). The number xnualfed to write no-change cards will vary

to year depending on legislative ch anges. The votential saving hoaever
eimple proportion of the Lhu;f cost related to the proportion of no-chanre
since a large part of the staff cost is incurred in the initial examinat
concard to establish the code and tcwurds preparing bundles of completed card:
(including spares) for sending to employers. It is estimated that possitly
staff units were incurred in the frluxnb of such cards for 1979-80.

A 5eccrd1r“ cost ;n that of the cards themselves. For 1979-20 the totial
roughly £150,000 which m121331 wou1d relate to cards where the »hx cod
un:hunhcd. Loren: those employers'who use the deduction ¢

calculating or reporting tax deductions i

cards and thus no saving could be made. -Such e loyers use acout
deduction cards of whom about 43 million would relate to no-chan

.

(c) Reasons Zor selection

Potential staff savings aris sing through

Employers u*u*d be required to review the PAYE tax records of all their
and carry forward the current Year's code to nexlk tax Jear where no new
been rctc‘ved. These who used the official ueduction card would als=o
to make the initial ertries now made by the tax ocifice.

{d) Terms of reference

To review the issue of PAYZ deduction cards; to consider
a. whether material staff savings can be made on the issue of deductian
cards to ermployers wnere the employee's tax code for the coming ¥en

is unchanged; and

b. the consequences of any chanpe for employers' comprehension of, and
compliance with, the PAYE deduction system

and to make recocmendations.

{e) Proposed Tiretable starting 1 July with draft report by %0 Septeombes




M J Nodgson (Inspector (P) in M4% PAYE Proceduren)

to the Chancellor of the

the Chairman.




IHLAND REVEMUE (2)

RATING PROCEDURES

(a) Subject

The administrative machinery f King proposals, objections, and appe:
vhether by VYalualion 0OF ficors, r avers or rating authoriti es, und to
the transmission of documents L i ocal Valuation Courts.

This will cover time limits, documentation, etc with particular
streanlining of procedure, necessity for various forms and 50 On.

gencral service provided to every rating autnority ‘in the country, the
Officer being the statutory off  responsible for preparing and maintai:
Valuation List. The Valuation List records inte alia details of the rate
value of every hereditament in the country an is on that figure thas
authorities charge and ratepayers pay their ra

The service covers 405 rating authorities and some 22 million hereditanents
{and therefore approximately th mbe atepayers). For the last
667,606 provosals were made b vation Officers and 125,058 propos:

otl At time 1 revaluation the numbers

other parties are very much 12 and si he present Valuation Lis:
into force on 1 April 1973, 378,493 1 als have been made by VOs and
1,708,349 proposals made by other parties

These procedures are laid down by stotute - General Rate Act 1967 and
chanpes can therefore only be achieved by legislation. The legisla
appropriate to DokE.

(b) Cost of carrvine out thage Proced

many ways interlinked n other fu e the referencing, va uwing
defending the figures Ut we estimate the cost }
order of £2% a vear. Thi iture is borne by the Departm

staff and general admin i .

It is not to isplate the present c of these procedures as they are

(c) Reansons for Select

The present du Cunmbersome being time-consuming, and

intensive. !

printing and i a; i avin i 0 WeT .

without

public and may even ] I improvecent.

field for incressine efficiency i eliminating wa It is not possible
at this stage tc 3bim ssible savings but they could be substanzi

(d) Terms of Referonce

To review the y objections and appeals of =11
inclucding nsmission of documen » the Local Valuation Court:; consider
ciinnges pa. ¥ AR amlir whole procedure; and to make

{¢) Provosed Timetabls

starting date for the investipation wo rmediately the go-ahead

with 1 Ld-Fabru Implementation,
e unlikely before 1.4.47 at

ki

nasS




NLAND REVENUE (3)
\CCOUNTS REGISTERS IN TAX DISTRICTS

{(a) Subject

Accounts Regislers are kept in tax districts of partnerships and individu

in selfl-employment and ull companies. There are approximately 2.5

separate records wnich show th 10 1 settlement of accounts
to determine liabilities Lo income tax a corporation tax. D

monthly reports of the figures to gher Management.

The inccme tax accounts register iz also uszed to select cases for sta
sampling.

overhends)

{e) Rensons

"one time used to control applicaticns for busin
fell into di e years arp. They }uxVE: ol
gs a measure of the accounts work gist
ogress in dealing with that work. In Finance ( o
more FLPiH;UHh interest rules were introduced, coupled with 2 svster
postponenment. These g he taxpayer more incentive to settle his
quickly. Since ';f st of the accounts received by the Departm
accepled without
The need for the litional as therefore been steaﬁily
for some vears.
unsettled appeals and rccardr
weight of
-

(d) Terns

To revicw the use of Accounts Registers kept in tax districts
the income tax and corporation tax accounts recisters should

Bo, what substitute records are neceesary; eand to

(e) Prorosed timetabla

To start 1 January 1980 for completion by 31 March 1980.

(f Exominin

Mr J Yard (Inspector (P)) (with Robin Willis) - to report to the Ch

the Exchequer in consultation with Sir Derek Rayner and the Chairman,




.
earliest and ideally would be from the date of the neoxt revaluation if that
were in the comparatively néar future.

{f} EE—” ers involved

D Huckle (Senior Valuer, Division (6) CVO equivalent to Principal |
Robin } i ife would carry out the work within the ambit if Di
i Lhe rele Divizion in CVO concernecd with such matters and
assist e 08 be necessary but more ! arly from an SEO (3
Miss A Good Heporting arrangems would be tina: Chancellor

in cons t ith Sir
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s Clw,

RAYNER STUDIES FOR 1980

My Secretary of State is now able to let the Prime Minister
have the terms of reference for the proposed study into
children's secondary education overseas (paragraph 3a of his
minute to the Prime Minister of 23rd November

The terms of reference would read:

"The study is to consider the present arrangements for

the provision of secondary education for the children

of Service and Ministry of Defence personnel overseas,

and the advantages and disadvantages of these and
alternatives., It should not concern itself with the

scheme for providing Education Allowances, which is at
present being examined by the Armed Forces Pay Review Body."

I am sending copies of this letter to the Private Secretaries
to the Chancellor of the Exchequer, the Lord President of the
Council, Sir Robert Armstrong, Sir Kenneth Berrill and
Sir Derek Rayner in doing so I should apologise to the

Lord President's Office for the fact that his copy of Mr Pym's
minute went inadvertently to the Lord Privy Seal. I now

enclose a copy for him.
W\r‘_

b
(B M NORBURY)

C A Whitmore Esq
No 10 Downing Street

MANAGEMENT IN CONFIDENCE

MANAGEMENT IN CONFIDENCE
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NORTHERN IRELAND OFFICE
GBREAT GEORGE STREET,
LONDON SWIP 3AJ

Afinister of State b November 1979

t Hon Margaret Thatcher MP
rime Minister

0 Downing Street

)JNDON

T4
1

D on T\“"'\H“U’".

As you know, I was the Minister responsible for the direction of
both Northern Ireland projects during the first stage of

Sir Derek Rayner's review, and I Shr?l continue to hold the reins
in the Northern Ireland Office for the next round of this exercise.

Sir Derek and I have now discussed the first two Reports which our
Departimental Rayner Teams have produced, and you will be pleased to
learn that my officials_are now working on "action plans™ in
response to each which I hope will be with Sir Derek shortly.

We shall also be studying with great care the implications Tor
Northern Ireland of several of the projects undertaken bg other
Depariments, for example, the DHSS and the MAFF, where there may
also be important lessons for us to learn.

So far as the next stage of Sir Derek's Review is concerned, I
have concluded that the operation of financial control within the
Northern Ireland Departments and the NIO would make an admirable
topic for scrutiny. I oannot at this stage unfortunately give an
estimate of the present cost of carrying out the various” finance
functions within the Northern Ireiang Government machine - it will
be one of my Team's first tasks to provide such figures. But the
subject is one of great administrative, and intrinsic importance
since our Team wilg be examining systems responsible for the
administration of over £,000m of public funds (under Programme
15 of the Government's expenditure plans).

Taking a critical look at the financial control of the:Northern
Ireland system of Government as a whole should, I hope, enable m{
Team to come up eventua]1¥ with a more worthwhile Report, and will
also haye the advantage of bringing the work of all our Departments

under the net. But'if will also amount in realit% to several
2

“ordinary" projects, and our Team will therefore reinforced to
carry the additional burden. 6;#




The terms of reference I propose are: "to examine arrangements
for the allocation, management and control of financial resources,
both centrally and deparimentally, within Northern Ireland -
Government Departments and within the Northern Ireland Office,

and to consider‘whether any changes are required to achieve the
optimum balance, taking'inio account the growing need for the
efficient determination, allocation and management of scarce
resources within the public sector”.

I hope to supply Sir Derek shortly with a detailed Study:‘Plan
explaining both” the technical background to this Project, and
the objectives of the Team.’ I intend, however, that they should
start work early next month, and complete their draft Reports by

i

L)

Ba 10 £
Easter 1980.

ndertake the scrutiny under my direction in conjunction with a
1ancial expert from the Northern Ireland Office. P N Bell will
itinue to act as the anchor-man in our London Office.

G McKeown of the Department of the Civil Service, Belfast, will
na

fin

con

I

am gending a copy of this letter to Sir Derek Rayner.

&mm

HUGH ROSSI







From: THE PRIVATE SECRETARY

HOME OFFICE
QUEEN ANNE'S GATE LONDON SWiH gAT

2% November 1979

I am writing in response to your letter of 17 October about a
"Rayner" project for 1980.

The Home Secretary has selected as the Home Office topic the
organisation of training within the Office., As in most Departments
no doubt, training of staff in the Home Office is divided between
the Civil Service College (and the CSD had as its first Rayner
project the question whether the College should shift to a system of
charging fees to Departments for their courses), our own Central
Training Branch and local arrangements operated by line management.
We have for some time been questioning whether our organisation is
the one that is best suited to our needs and we shall in any case
have to take account of any changes at the Civil Service College
and any changes of management structure arising from the May report
on prisons. This seemed, therefore, to the Home Secretary to be a
subject that would profit from scrutiny as a Rayner project. The
project would not cover the content of prison training. The May
Committee recommended that there should be a "searching review of
all training facilities and programmes not only for discipline
officers but also for specialists" and this review will be
undertaken as a separate enterprise by our Prison Department. It
would be inappropriate to try to encompass this within a Rayner
project but the Rayner project would take account of this separate
review. We shall have to work out more precisely the boundary
between the Rayner project and the other separate one in the area of
training of staff within the Prison Department.

At this stage we would not care to venture an estimate of the
gross cost of our training since some of the cost is subsumed
within the costs of the various departments. An attempt at
producing such costings as were relevant would no doubt form part
of the project itself. The activity, however, clearly falls within
the description of being significant in its use of resources.

/The terms of reference

C A Whitmore Esg




The terms of reference are not fully settled but might be on
the following lines:

"To review the arrangements both at central and local
departmental level within the Home Office for the
provision of training for staff at all levels (except
professional training within the Prison Service); and,
in the light of any changes to be made in the provision
of courses at the Ciwvil Service College and of
structural changes to be introduced as a result of the
May Committee, to consider whether any changes in the
training arrangements need to be made. The review will
take account of a review of Prison Service training to
be undertaken separately. It is not to include
training facilities that the Home Office provides for
local services such as the Police and Fire Services
Colleges."

Since it is important that the scrutiny should take account
of the changes in management structure likely to be made as a
result of the May Committee and since these will not be taking
shape for a few months, it will be wisest not to commence the

project until some months into the New Year, but we should aim
to complete it within the timetable which has been laid down.

T i,

(J A CHILCOT)
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PRIME MINISTER

RAYNER STUDIES FOR 1980

You asked me to report by 23rd November my proposals
for 1980 Rayner Studies.

2 As you know, apart from the normal processes of
departmental scrutiny, I have set in hand six major reviews
of some of my main blocks of civilian work - bill paying,
catering and cleaning, quality assurance, dockyards, supply
management (including fuel, furniture, food, clothing and
non-military vehicles) and research and development, which
together employ more than 40% of the civilians in my
Department. The four latter studies are being directed

by my Ministers, who are also leading studies aimed at
improving economy in the defence estate, in movements, in
our consumption of energy, and in our procurement processes.
A lar%e number of potentially fruitful areas for economy are
therefore already being looked at. In addition, a Rayner Study
needs to be related to what can be achieved by one official
in 90 days.

3. With these points in mind, I propose the following
reviews for 1980:

a. Children's Secondary Education Overseas;
b. Assisted Travel Schemes and Establishment Bus Fleets;:
Work of the Claims Commissionj

Inspection and Audit.

MANAGEMENT IN CONFIDENCE
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b, Details of each of these proposals in the form requested
are attached. In each case, the function of oversight at
Ministerial and Permanent Secretary level will be exercised

by the Minister of State and the 2nd Permanent Under Secretary.

w8 I am sending copies of this minute to the Chancellor of
the Exchequer, the Lord Privy Seal, Sir Robert Armstrong,
Sir Kenneth Berrill, and Sir Derek Rayner.

23rd November 1979

MANAGEMENT IN CONFIDENCE







CONFIDENTIAL

PRIME MINISTER

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT: THE SCRUTINY PROGRAMME

In accordance with our decision at Cabinet on % November, I enclose

detai

ls of three studies proposed by the Department of Employment Group

for inclusion in the scrutiny programme. The studies are as follows:

I am

first

For DE (jointly with DHSS)

A study of whether the organisation and methods by which unemployment
benefit and supplementary benefit for unemployed people are delivered

can be made more effective.

For MSC

Control of Expenditure by the Manpower Services Commission on various

forms of energy (heating, lighting, motive power and transport).

For HSE

A study of the ways of estimating the costs and benefits of new
proposals for health and safety regulations, approved codes of

practice, etc.

copying this letter to Patrick Jenkin, Reg Prentice (with the

enclosure only), Sir Derek Rayner and Sir Robert Armstrong.

JP |
23 November 1979







. JOINT DE/DHSS SUBJECT FOR THE RAYNER SCRUTINY PROGRAMME

THE DELIVERY OF BENEFITS TO UNEMPLOYED PEOPLE

(a) Subject

A study of whether the organisation and methods by which unemployment
benefit and supplementary benefit for unemployed people are delivered
can be made more effective.

(b) Cost of Carrying out the Functions to be Examined

Unemployment benefit is administered by the Unemployment Benefit
Service (UBS) of the Department of Employment on an agency basis
for DHSS, which has the policy responsibility. The UBS also pays
supplementary benefit to unemployed people on behalf of DHSS.

In 1978/79 19,500 staff in HQ, ROs and about 1,000 local offices
were directly engaged in the work of payment of unemployment and
supplementary benefits to unemployed people and another 1,000 or
so were employed in support services at a cost in salaries and
general administrative expenditure of £7?m. In addition some 500
staff were employed in the Employment Service Division of the MSC
on the work of registering the unemployed and related work at a
cost of £2m. The costs of superannuation and of providing common
services to the Department of Employment in support of these functions
totalled about £30m and were borne on the Votes of the FPMG, FSA,
the Rating of Government Property Department, HMSO and the CCA.
Over 80 per cent of payments to people claiming unemployment
benefits are made by DHSS computers at Reading and Livingston on
the basis of data input from DE offices.

Supplementary benefit entitlements are gssessed in over 500 DHSS
offices by staff who spend about 40 per cent of their time on
unemployed claimants. About 14,000 DHSS staff are involved in
supplementary benefit administration at Headquarters, regional
and local office levels at an anticipated total cost in staff

and general administrative overheads of £70m in 1978/79. The
costs of superannuation and of providing common services to

the staff engaged on these functions totalled about £25m and
were borne on the Votes of the PMG, PSA, the Rating of Government
Property Department, HMSO and the CCA.




(ec) Reasons for Selecting Subject

During 1978 there were 4.3 million claims to NI unemployment benefit;
at November 1978 there were 402,000 people receiving this benefit

on its own, 90,000 receiving supplementary benefit in addition,

and 515,000 unemployed people receiving only supplementary benefit.

It is estimated that for the financial year 1978/79 NI unemployment
benefit cost £632 million and supplementary benefit for unemployed
people cost £666 million. The two systems of benefits are complex
and interacting; and organisation within the DE Group has changed
radically since 1974. There have been other changes and developments.
The proportion of unemployed people receiving supplementary benefit
in addition to or instead of NI unemployment benefit has been
increasing over the years and is now about 50 per cent. The programme
for computerising all payments to claimants receiving benefits

while unemployed is now within sight of completion and the payment

of the benefits at fortnightly intervals was introduced in September
for the great majority of claimants. Ministers will shortly be
taking decisions on the taxation of benefits for unemployed people.

It would accordingly be timely to review the interaction of the NI
unemployment benefit and supplementary benefit systems.

We would expect the scrutiny team to recommend what changes are
desirable and practicable in the arrangements for administering
unemployment benefit and supplementary benefit for unemployed people -
in order to improve both the service to claimants and the cost
effectiveness (including control mechanisms) of the system. In
carrying out their task the scrutiny team will need to make some
assessment of any longer term possibility of reducing the overlap
between unemployment benefit and supplementary benefit with a view
to simplification. The team will also need to take account of the
current discussions on the respective roles of Unemployment Benefit
Offices and the local offices of the MSC's Employment Service
Division in relation to unemployment benefit claims.

(d) Terms of Reference

To report on whether the organisation and methods by which unemployment
benefit and supplementary benefit for unemployed people are delivered
can be made more effective.




(e) Proposed Starting and Finishing Dates

End of February - August 1980. Decisions on taxation of short term

benefits should be out of the way before the project begins. Because
of the =scale and complexity of the subject a six-month study is=s

necessary to tackle it thoroughly.

(f) Names of Examining Officers, if known and Reporting Arrangements

The study team would comprise an Assistant Secretary from DE and

a Principal from DHSS5, with additional supporting staff, probably

on a part-time basis, as required. DE is proposing to nominate

an able young Assistant Secretary to lead the team, but the name

of the Assistant Secretary to be selected will require clearance with
the other employers in the DE Group before being put forward.

The team would repert to Mr Prior (for DE) and to Mr Prentice (for DHSS)




RYTCHES COMMISSION

FNERGCY CONSERVATION

tontrol of expenditure by the Manpower Services Commission on various

forma of energy {HL411.F, lighting. motive power and tranﬂpnrt}.

Cost of carrying out the function. 1978/79 expenditure:

by MSC direct ; £ 3m
Payments including service charges for
rented buildings £.5m

(Cost of staff and information about capital and other assets not yet avail ble)

Reasons for selecting the subject

Need for a systematic review of policies and practices within the MSC to

identify where savings can be made.

Terma of reference

To Ex.mine present polic1es and practices for energy conservation in the
MSC and to recommend a programme of action to maximise savings from the
afficient use of fuel in establishments used by the MSC. The examination
should look at the potentiazl sayings in each of the various types of M5
egtablishments, e.g. Jjobcentres, gkillcentres etc. Projected levels of

saving should be recomended.

Proposed gtarting and finishing dates

Project should begin on 1 January 1980 (discussions with the Energy
Conzervation Unit of the Property Services Agency have already begun).
Finishing date proposed: 31 March 1980,

Not yet kmown. A team of 3 or 4 officers led by a Principal is being
formed; technical help will be available from the PSA. The project team
will report to the Chairman of the Manpower Services Commission. Day-tc-day

operational control will be delegated to the MSC Director of Corporate Services.




EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT
THE SCRUTINY PROGRAMME

HEALTH AND SAFETY EXECUTIVE

(a) Subject

A study of the ways of estimating the costs and benefits of new
proposals for health and safety regulations, approved codes of
practice, etc.

(b) Cost of carrying out the policy, function or activity to

be examined

The function which it is proposed tc examine is one aspect of the
policy making work of the Health and Safety Commission and Executive.
About 400 staff of the HSE Headquarters are employed on this work,
excluding the contributions made by the inspectorates and some
indirect support staff. The function is of central importance to
HSE's role and in terms of the resources it employs.

(e) Reasons for selecting the subject

Some health and safety requirements have substantial economic
implications for those employers on whom the obligations are imposed.
The development of improve methods for assessing these costs and
benefits is therefore important if the HSE is properly to assess its
functions and policies. Implementation and enforcement of these
requirements may also have significant resource implications for

the Health and Safety Executive.

Historically it was easy to justify health and safety requirements
when standards were low and the benefits of improvements (such as
machine guarding) both substantial and self-evident. Nowadays
safety standards are generally much higher. Marginal improvements
in some areas are potentially costly and the additional benefits
they confer in terms of improved health and safety may be neither
extensive nor immediately obvious. DMoreover complex technological
processes are now making use of substances which have no absolutely
safe threshold; they may have some ill effect even at very low
concentrations. Each degree of further reduction in exposure limits




. may be progressively more costly for industry. The problem then

arises of striking the right balance between occupational and
environmental health and safety standards and the burden of
requirements placed on industries to achieve those standards.
Consequently there is a growing need to carefully assess the costs
and benefits of proposed new requirements to ensure that additional
benefits are commensurate with likely costs.

(d) Terms of Reference

An examination of the problems of estimating costs and benefits
of health and safety requirements in various main sections of
industry and the techniques available for this work. The study
will include an examination of the organisational aspects of

the work. Costing techniques include use of broadly based
surveys to gather data, use of sample surveys and their attendant
problems, the selection of a 'typical' case etc. Both techniques
and organisations would be examined from the point of view of
quality, effectiveness, and economic use of resources. In some
instances qualitative rather than quantitative assessments are

envisaged.

(e) Proposed Starting and Finishing Dates

1 December 1979 - 28 February ‘1980.

(f) Examining Officer
P Morgan (RPD B6)
Health and Safety Executive
Baynards House
1 Chepstow Flace
London W2

The examining officer will be reporting through management channels to
the Chairman of the Health and Bafety Commission.
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DEPARTMENT OF EDUCATION AND SCIENCE

ELIZABETH HOUSE, YORK ROAD, LONDON 5EI 7PH
TELEPHONE 01-928 9222
FROM THE SECRETARY OF STATE

C A Whitmore Esq
Private Secretary
10 Downing Street
5W1 '2'?) November 1979

) R ) I e

I am writing in reply to your letter of 17 October about the
Scrutiny Programme and to provide as far as is possible at
this stage the information requested in Priestley's letter of
1 November. I have used the sequence he suggests.

a. SUBJECT. My Secretary of State considers that our
next HRayner scrutiny should be an examination of the
administrative arrangements in England and Wales
for making student awards.

COSTS. This is a complex matter, and one on which the
study itself would throw light. DES itself employs

45 or so staff on this work (present costs about

£0.5m a year). BStaff expenditure by the local
authorities is not known but is certainly much larger.
Annual expenditure on actual awards in England and

Wales - some 450,000 in total - is well over £600m,

or nearly a tenth of all public expenditure on education.

REASONS FOR CHOOSING THE SUBJECT. Present arrangements
for making awards have evolved ad hoc without an overall
view having been taken of the system which has resulted.
This applies particularly to the division of responsibility
between the Department and other agencies concerned. DES
makes individual payments to arts postgraduates, to
certain adult students and for engineering scholarships.
Science postgraduates are handled by the Research Councils.
The remainder of awards, by far the largest number, are
administered by the local authorities. Whereas the

payment of discretionary awards by local authorities can
be said to bring decision-making closer to the people
affected, it is not clear that this is so with mandatory
awards, where the local authorities' freedom of action is
limited to matters of detail on individual cases. Whether
a totally centralised system or a totally decentralised
system would produce savings, be more efficient, or both

o




would be examined, together with more detailed questions
such as working methods and procedures. (Scotland has

a much more centralised system, but still splits
responsibility between the Scottish Education Department,
the local authorities and the Research Councils).

TERMS OF REFERENCE. These would depend on the outcome of
the consultations I refer to below. At this stage we
have in mind something on the following lines:-

"To examine the administrative arrangements for making
student awards by DES and others, with regard to their
cost and efficiency, and to make recommendations."

As the scrutiny developed, more specific questions might
be included in the remit, though we would not wish to
fetter the project officer's freedom unduly.

TIMING. If maximum benefit was to be derived from the
project, it should not only investigate DES's
administrative arrangements but alsc at least touch on
those of other agencies, especially the local authorities.
Their willing cooperation would be essential and
preliminary discussions with their associations would mean
work was unlikely to start before Spring 1980. The project
would be complex and the full three months would be needed,
bringing the completion date to some time in the late
summer.

NAMES. The project would be carried out by a Principal,
yet to be selected, working full-time. He would report
to Dr Ehodes Boyson, our Parliamentary Under Secretary of
State responsible for student awards.

1 am copying this letter to Sir Derek Rayner.

(R ¢
s

RdJ G
Private Secretary







CHILDREN'S SECONDARY EDUCATION QVERSE

SUB.JECT

secondary education for the children of Service and Minis
of Defence personnel serving overseas, and of possible
alternatives.

An examination of present arranpgements for the provision o
"
t

¢
Ly

Some 920 staff, including some 500 teachers, at a
about £8.5M per annum,

REASONS FOR SELECTING SUBJECT

The Ministry of Defence is responsible for the operation of
secondary schools overseas for the children of Service and
Ministry of Defence personnel. i Education
Allowances totalling some £40M in )79 are paid to enable
children to receive continuous educal 3 at boarding or day
echools in the United Kingdom. The study will examine the
balance of advantape between providing secondary (especially
boardinpg) schools overseas and sending children to schools
in the United Kingdom,

r
¢

January to April 1980

EXAMINING OFF1CER

Mrs. Mary Williams (Principal).




COST

About E£3M pa pl
capital costs.
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EXAMINING OPFICER

Mr N H R Evans (Principal)




of the Claims Commission.

Some 180 staff, at a cost of £23M pa.

ims Commission
265 pa both
3 1 for the Claims
sibility of cr ring out Tl worlc in some

improveme in policy and procedures

MR RN
Lo KGR,

The study is % sider the iirement Ffor, the role_and
organisation of the Claims Commission involving both MOD and

DATES

e

1 September to 31 December

Mr J M Stuart (Principal)
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PM/79/96
PRIME MINISTER

Efficiency and Waste in Central Government: The Scrutiny Programme

5 B You asked that our proposals for the first round of the programme
should reach you by 23 November.

2. As far as the Main Wing of the FCO is concerned I propose that
our project for 1980 be "To consider whether the arrangements for the
acquisition, allocation and servicing of official transport for posts
abroad are the most efficient and economical which can be devised: and
if not to propose changes'". Additional details about the proposed
project are attached in the annex to this minute.

3. If it is considered that in addition to the Management Review
which will be undertaken in relation to ODA during this year there
should also be a separate scrutiny, the choice of a suitable topic
could be made following the preliminary survey now in progress as the
initial stage of the Management Review. I hope we can accordingly
leave the matter to be discussed with Sir Derek Rayner at the appro-
priate time.

4. The FCO scrutiny will involve some examination of the limitation
on the authorisation of departments' operations abroad by the Civil
Service Department and other Departments, an issue which goes wider
than transport. With the introduction of cash limits we believe
there is scope for more flexibility in this area. Drawing on the
lessons derived from the scrutiny of overseas transport we will

probably wish to revert to it either in the context of our next

&

el
Foreign & Commonwealth Office ( CARRINGTON)
23 November 1979

scrutiny or separately.




(a) Subject

The acquisition, allocation and maintenance of official transport for
Diplomatic Service Posts abroad. This is a service provided by the
Foreign and Commonwealth Office to 161 posts overseas involving over
800 vehicles ranging from prestige limousines for Ambassadors to
saloon cars, load-carriers and messengers' motor-biecycles.

{b) Cost of carrying out the policy, function or activity to be

examined
The annual expenditure/estimates for 1978/79 to 1980/81 are as

follows: -

1978/79 1979 /80 1980/81

Capital Programme £780,000 £960,000 i, £1,730,000%
(107 vehicles) (198 vehicles)

ii. £710,000
(protection)

Maintenance £870,000 £1,050,000 £1,000,000

TOTAL £1,650,000 £2,010,000 £2,440,000

Receipts £320,000 £290,000 £290,000

*This figure includes the sum of fm 0.48 which will be underspent in
FY 1879/80 (because of late authorisation of the current capital
programme) and rolled forward to FY 1980/81., This is reflected in
the substantial increase in (i) the number of vehicles to be replaced
in FY 1980/81; and (ii) the protection of 32 cars for Heads of "risk"
posts.

Costs of Administration

HQ staff 1 DS 4 (10%) 1 DS TE
1 DS 5 (30%) 2 DS 9
1 DS 6 2 D3 10
Share of Secretary, Registry Clerk

/Local staff




Local staff costs: Supervisors, drivers, mechanics: approximately
£2.65 million (1978/79).

(c) Reasons for selecting the subject

The FCO Administration is increasingly concerned about the con-
straints imposed by existing regulations on their ability to respond
effectively to the transport requirements of posts and to maintain
an efficient overseas transport fleet. These are:

(i) the requirement to acquire vehicles only through the
Ministry of Defence which exacts a 31% service charge from
which the FCO derives no benefit and involves delays
substantially exceeding normal manufacturers delays.

This results in increased maintenance for the old cars
still having to do service at posts and, in some cases,
their temporary replacement by expensive hired vehicles.
the need to obtain Civil Service Department approval for
the replacement of vehicles above a basic standard of

1000 ec: this effectively means that CSD approval has to

be obtained for the acquisition of all vehicles, which in

turn leads to delays in vehicle replacement programmes

without compensatory economies or evident improvements in
efficiency.

the requirement to purchase vehicles wholly manufactured

in the UK. This is acceptable when the UK industry can

supply suitable vehicles and has an established local

market with efficient local maintenance and spares facilities.
Unfortunately, this is often not the case. A further com-
plication is the trend for British "marques" to be manufactured

overseas and for international groups to specialise production
of various




of various parts of vehicles in different countries.

(d) Terms of Reference

"To consider whether the arrangements for the acquisition,

allocation and maintenance of offiecial transport for Diplomatic

Service posts abroad are the most efficient and economical which
can be devised; and if not to propose changes'.

(e) Proposed Dates

2 January to 31 March 1930.
(f) The examining officer will be nominated as soon as agreement
is given to this project. He will work direct to Mr Hurd,

Minister of State responsible for administrative matters at the FCO.







DEPARTMENT OF TRADE 1VICTORIA STREET LONDON SWi1H OET Telephone 01- 215 7877
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Fromthe Secretary of Stale

C A Whitmore Esq

Principal Private Secretary

10 Downing Street

Whitehall

SW1 23 November 1979

)—c...-CL;-.

EFFICIENCY IN CENTRAL GOVERNMENT: THE SCRUTINY PROGRAMME

As requested in your letter of 17.0ctober, I attach my
Secretary of State's proposal for the first year of
scrutinies under this programme. The details are in the
form suggested in Clive Priestley's letter of 1 November
and are 1 hope self-explanatory.

I am copying this letter to the Private Secretaries to
Sir John Hunt, Sir Ian Bancroft, Sir Kenneth Berrill
and Sir Derek Hayner.

\(M ﬂr;-u.«-b

Private Secretary




EFFICIENCY IN CENTRAL GOVERNMENT: THE SCRUTINY PROGRAMME: DEPARTMENT
OF TRADE

(a) Subject

The Patent Office and the Industrial Property & Copyright Department.
The Office deals with applications for patents, designs and trade
marks and the IPCD with the general responsibilities of the Department
of Trade for these and industrial property matters. The IPCD is
also responsible for copyright matters and for international
negotiations on them., Fees are charged for patents, designs and
trade marks work (and publications are sold) with the financial
objective of making neither a profit nor a loss taking one year

with another.

(b) Cost

The full cost of running the Office, including the Industrial Property
and Copyright Department, for the calendar year 1978 was £19,3%m.

This includes £10.%m for direct salaries, wages, insurance and
superannuation, £35.4m for accommodation costs and £3m for cost of
printing including HMBSO costs. Receipts totalled £18.4m. of

this £17.2m related to fees and since the cost of services for

which these fees were charged amounted to £14.1m a "profit" of

£5.1m arcose in the year. (Full details are given in the White

Paper "Patent Designs and Trade Marks 1978" HC 2/79-80).

(c¢) Reasons for selection

This is the largest single unit in the Department in terms of use

of staff resources and it is very important for British firms and




for all users of the British system (including many overseas) that

it carries out its tasks effectively and efficiently. A review

of this nature would provide an opportunity to consider the
suitability of the traditional financial and staffing control
procedures to which a Government Department is subject for a
substantial fee-earning organisation with the policy responsibilities
described above. The review would clearly need to have regard to
the impact of the European Patent Office, other proposed EEC

developments, and growing international commitments.

(d) Terms of Reference

To examine the administration of the Patent Office and Industrial
Property & Copyright Department, having regard to the importance
of its work both for British firms and internationally, and with
particular reference to the suitability for the Patent Office of
the traditional financial and staffing control arrangements to

which a Government Department is subject; and to make recommendations.

(e) Proposed starting and finishing dates

It is expected that the review will commence in January 1980 and

the draft report be available in April 1980.

(f) Examining officer and reporting arrangement

The officer to carry out this review has not yet been identified.
He or she will report to the Secretary of State and will consult
with the Permanent Secretary in designing, launching, conducting

and reporting the study.







SCOTTISH OFFICE
WHITEHALL, LONDON SWIiA 2AU

Clive Whitmore Esq
Private Secretary 2‘
10 Downing Street ; November 1979

Do (v :

EFFICIENCY AND WASTE IN THE CENTRAL GOVERNMENT: THE SCRUTINY PROGRAMME

I refer to your letter of 17 ngdger about the Rayner Scrutiny programme, and
enclose, at the request of the Secretary of State and the other Forestry
Ministers, a proposal for a scrutiny of the Forestry Commission's administration
of its private woodlands grant aid and felling licensing procedures. The Forestry
Commissioners are anxious to simplify these procedures and would welcome Rayner
involvement in an exercise they have already initiated to this end.

I have, of course, written to you quite separately about a scrutiny in the Scottish
Office.

1 am copying this letter to Garth Waters (MAFF), George Craig (Wales), to Sir Derek
Rayner's office and to the Secretary to the Forestry Commission.

GODFREY ROBSON
Private Secretary




RAYNER SCRUTINY EXERCISE - FORESTRY COMMISSION

a. Subject

i. The administration of private woodlands grants and associated procedures.

Under the Forestry Acts 1967 and 1979 the Forestry Commissioners are
empowered, with Treasury approval "to make grants and loans to owners and
lessees of land for and in connection with the use and management of the
land for forestry purposes". Loans have not been made for a number of
years, but grants are being paid for the planting and management of
woodlands under the Commission's dedication and small woods schemes. In
the year ended 31 March 1979 these amounted to some £2im. The interest
in the grant schemes is such that it is estimated that the total bill
(excluding administrative costs) will rise to £3im per annum in the next
five years. The number of woodland owners participating in the schemes is
in the region of 5,000.

Felling licensing

Under Part II of the Forestry Act 1967, the Commission exercises control
over the felling of trees through a system of licensing. These powers
were first introduced in 1951 in order to maintain reserves of timber for
strategic purposes, but they are now retained almost exclusively in the
interests of amenity. Some 2,000 licences are issued annually, the great

majority for small areas of marginal or no interest for timber production.

b. Coats

The cost of administering the grant schemes in the year ended 31 March 1979 amounted
to £987,000 (some £44 for every £100 of grant): this included expenditure on

consultations over grant applications with other interested authorities in accordance
with procedures introduced in 1974.

The cost of running the felling licensing system in the year ended 31 March 1979
totalled £261,000 (an average of about £130 per licence).

Expenditure under both heads is met from the Commission's annual Grant-in-Aid.




Reascns for selecting this subject

The relative cost of administering the private woodlands grant scheme has increased
nearly threefold over the past decade due to the inherent complexity of the schemes
and the introduction of consultative procedures. The felling licensing system is also

costly to administer in relation to its effectiveness.

d. Terms of Reference

To examine the administration of

i. the private woodlands grant scheme, and

ii. the licensing of felling,

with reference to the cost, efficiency and effectiveness of that administration,

and to make recommendations.

e. Proposed starting and finishing dates

Start: 7 January 1980
Finish: 31 March 1980

f. Examining Officer and reporting arrangements

Examining Officer - to be chosen.

Reporting arrangements - to the Minister of State, Scottish Office (on behalf of the
three Forestry Ministers viz. the Minister of Agriculture and the Secretaries of
State for Scotland and for Wales), in consultation with the Director General of the

Forestry Commission and Sir Derek Rayner's unit.







SCOTTISH OFFICE :
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Clive Whitmore Esq

Private Secretary

10 Downing Street 23

LONDON SW1 November 1979
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RAYNER SCRUTINY

My Secretary of State has considered possible topics for the scrutiny programme
on efficiency and waste in central government, and wishes to propose the advisory
and monitoring activities of the Scottish Office with respect to local planning
authorities.

The Secretary of State has certain statutory functions in regard to planning,
principally the approval of structure plans and the determination of appeals and
called-in planning applications of importance. In addition he keeps in touch with
the activities of planning authorities (regional, islands, and district councils in
Scotland) in order to be aware of their activities and in order to offer advice.
The statutory functions and the advisory and monitoring functions are in the main
carried out by the same staff. It is not possible to identify separately the cost
of the mctivity to which the scrutiny will relate: the total cost of the staff
concerned with planning issues is £1.l4m a year.

The reasons for the choice of the topic are that it is an important aspect of the
relationships between central and local government in Scotland and that there is
genuine room for further illumination on the right balance of activity. On the
one hand, adequate knowledge of what planning authorities are doing is necessary

in order that the Scottish Office can advise the Secretary of State on his specific
functions, and departmental advice can assist those local authorities who need help
and generally guide them in the right direction. On the other hand the advisory
and monitoring functions are expensive in staff terms and, it can be argued, hinder
the assumption of proper responsibilities by local authorities.

The specific terms of reference would be:
"to examine the advisory and monitoring functions of the Scottish
Development Department with respect to local planning authorities,
and to report on the need for and value of those functions."
The scrutiny could begin at once and should be completed about the end of March.
The Secretary of State has asked Lord Mansfield to supervise the scrutiny which
will be conducted by Mr J S B Martin, Principal.

I am copying this letter to Sir Derek Rayner's office.

Y 0w ;C.-Lw}jl
Wohedebfe

GODFREY ROBSON
Private Secretary







MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON S.W.1

From the Minister

22 November 1979

PRIME MINISTER

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT :
THE SCRUTINY PROGRAMME

I enclose, for ineclusion in the first round

of the Rayner scrutiny programme, a proposal
for a serutiny of the enforcement of grading
standards for fresh horticultural produce.

I am copying this minute and enclosure to the
Secretaries of State for Wales, Scotland and
Northern Ireland and—+%¢ Sir Derek Rayner.

A C U

(W) CAY

LV
PETER WALKER




1"F RAYNER SCRUTINY 1980 - MAFF

a, Subject

Enforcement of grading standards for fresh horticultural produce.
Common quality standards laid down by the EEC for some

30 different types of fresh fruit and vegetables, cut flowers
and foliage are enforced by the Horticultural Marketing
Inspectorate. Inspections are made at all points of
distribution from growers' packhouses to retail shops and
cover imported produce and that being exported. The functions
of the Inspectorate also include inspection of produce to be
withdrawn from the market under EEC intervention arrangements
and the collection of market intelligence.

Costs
This activity engages 129 staff and costs about £1.3 million
a year.

Reasons for selecting this subject. Work done in fulfilment of
EEC obligations comprises a significant and growing sector of

the Ministry's activity and raises general questions on which
the study of a particular task would cast light. The
horticultural grading activity is a useful starting-point
because it is discrete and yet would suggest lessons for the

" thoroughness with which other EEC obligations are carried out.

Terms of reference. To examine, with reference to cost,
efficiency and effectiveness, the extent and documentation of
inspections at different locations and stages of the
distributive chain necessary to ensure the maintenance in
England of grading standards for fresh horticultural produce;
and to make recommendations,

Proposed starting and finishing dates

Start : 14 April 1980 (subject to the availability of :E%Fabla
st

Finish : 15 August 1980

Examining officer and reporting arrangements

Examining officer - an Assistant Secretary or a Principal
yet to be selected.

Reporting arrangements - to the Minister of Agriculture,
Fisheries and Food, in consultation with
the Permanent Secretary MAFF and
Sir Derek Rayner's unit., The report will
be of interest to the other Agriculture
Ministers in the United Kingdom.







SECRETARY OF STATE FOR ENERGY

THAM HOUSE SOUTH
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MANAGEMENT IN CONFIDENCE

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT:
THE SCRUTINY PROGRAMME

A) Subject: The provision of economical and statistical

gervices and advice in the Department of Energy.

Cost: Basic Staff Gﬂatﬂrr-----nlluuuu--ﬂlm

Basic Staff Costs + Accommodation and
Commﬂn Serviceﬁ q-----oooo|||£1-5m

Reasons for Selecting the Subject: The growth in

demand for information and advice on economic and
statistical issues in the energy field, particularly
in international energy matters and the need to make
sure that the available resources are correctly
deployed.

Termz of Reference: To review the demand for economic

gand statistical advice and services in the Department
of Energy and the resources at present devoted to them;
to consider the relationship between the Department's
economic and statistical services and those of the
energy industries, other Government Departments and
outside bodies and to make recommendations.

Proposed Starting and Pinishing Dates: 15 January to
15 April,

Names of Officers if Enown and Reporting Arrangements:

1) Sir Fred Atkinson with a Principal or Senior
Economic Adviser in support.

2) Through Permanent Secretary and Mr Lamont to
Secretary of State.
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22 November 1979

THE SCRUTINY PROGRAIMME

My Department has a staff of B90, having made substantial staff
savings over the years by the introduction of computers and
mechanical handling equipment.

It acts as banker for all Government Departments except the
Revenue Departments, and :u“‘en“TJ handles annually some
26 million payments totalling £125,000m a year (1978/79 figures).

It also ects as paying agent, on behalf of other Government
DPnurtﬂﬂnts, for public service pensions. The number of
er-Loﬂﬂ paid, at present 885,000,is increasing at the rate of
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%L"’.E MINISTER (contc

'-.«.'-:z have a permanent team which is given a proj

Camme of studies
cing it to each part of the office tl-ln.mn mately once in three
.;w four years. The team : ::Elaai'g"fhl with (’-:I flllr”‘t,lurnﬁb each

t

mction ("} rmy];;in:_: 0 and M T‘F't_ ods to it and (c¢) determining
he appropriate staffing levels | for it. The officers of the
eam are changed at T.‘P'[,”-l""" intervals so that our ablest staff
is continuously examining the work of the Office with

approach. The team also given one-off jobs such
examination of the filing methods of the Office.

I to these permanent exercise
llowing studie I

We are examining ways and means of

dispensing with
London Branch

study is being 1 ken by the CSA (Computer Services
ssociation) to Lete mine areas within the Paymaster
General's Office which might be handled more cost
effectively by the use of micro or mini computers. We
expect a report pin-pointing areas of the Office which
gshould be targets for more detailed ex: ation and
form the subject of future Rayner Projects.

Department of Education and Science has been carrying
a R-’.l“~':’u-}.’“ study ;he administration of the te-'-ic"'*r::.'-
ion scheme within their cwn Department and has sugg
transfer of the payment procedures from this CL...
arlington. We feel this is ill-founded, but we
offered to co-operate with Department of Education and
Science in a more detailed examination. This will have
the effect of testing the claim we made verbally to Sir
Derek Rayner that economy of scale favours t,ﬁr-..,ralisez':
yayment of pensions.

T 4 s 4

If it is acceptable that we continue our present examination
cycle I will arrange for summaries of the reports to be submitted
as they become avi ilable.

ANGUS MAUDE

being sent to Sir Derek Rayner.







PRIME MINISTER

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT:
THE SCRUTINY PROGRAMME

I have been considering the scrutiny to be undertaken in the
Welsh Office as our contribution to the first round of
Sir Derek Rayner's programme.

I propose an investigation of our procedures for processing
major hospital building projects in the National Health
Service in Wales. The main features of the study would be:

(a) Subject: The Welsh Office's procedures for
processing major NHS building projects in Wales.

(b} Cost of carrving out the poliecy, function or
activity to be examined

The cost of major building projects is expected to be

of the order of £15-£17 million per annum (November

1979 prices), declining in 3-4 years' time as planned
major projects near completion and works below £% million
each (which will be programmed and managed by Area
Health Authorities alone) take up a larger proportion

of the overall Welsh NHS capital programme. Expenditure
on Welsh Office staff (administrative and professional)
involved in the procedures is upwards of £250,000 per
annum. The Treasury are involved in approving schemes
costing over £2m; the extent of this work is small.

(c) Reasons for selecting the subject: The subject is
an important one involving considerable expenditure and
Departmental resources. A scrutiny would include a
study of the involvement of the Welsh Office with the
work of other bodies in the Health Service, and holds
out the possibility of significant sawvings in staff and
expenditure, and a measure of Welsh Office disengagement
within the NHS.

(d) Terms of Reference: "To examine Welsh Office
procedures for processing individual Health Service
building projects costing Eim or more, toc assess their
efficiency, and to make recommendations. Particular

Jattention will be




attention will be given to the role of the Welsh Office
in the multi-disciplinary planning design team set up
for each project”.

(e) Proposed starting and finishing dates: The examining
of ficer will be available to start the scrutiny soon
after the go-ahead is given.

(f) Name of examining cfficer, and reporting arrangements:

Mrs Margaret Evans, Principal now in Briefing Unit, London
Office. The examining officer will make her report to me.
The study will be undertaken in consultation with Sir
Derek Rayner. The Permanent Secretary will be involved
throughout the exercise.

I am sending copies of this minute to Patrick Jenkin, George
Younger and Sir Derek Rayner.
ﬂ?;/ B

22 November 1979







FRIME MINISTER
EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT:
I am replying to your Private Secretary's letter of 17 October.

I have discussed with my Permanent Secretaries ways of improving
the flow of management information to Ministers. New arrangements
that have been set in train should enable me to review regularly
the cost of running DHSS. I look forward to the further help that
Sir Derek Rayner will be giving in this area.

I have given a good deal of thought to producing a balanced
programme of scutinies for my Department. My main concern is to
ensure that we can respond positively and speedily to proposals

for greater efficiency without overstretching Departmental resources
and producing a complex web of interacting and possibly conflicting
recommendations from different scrutinies. I think we have struck
the right balance for 1980 with the following programme (which my
officials have discussed with Sir Derek Rayner's office):-

1EE Health Exports and DHSS's role - to start next month.

Validation of National Insurance Contribution Records -
to start in Spring of 1980.

Delivery of benefits to unemployed people - to start in
Spring of 1980.

The first two of these scrutinies are described briefly in the note
attached which provides the information suggested by Sir Derek Rayner's
office. The third scrutiny will be a joint project with the

Department of Employment. It will consider whether it is possible

to make more effective the organisation and methods by which unemploymert

benefit and supplementary benefit for the unemployed are delivered.
Jim Prior will be letting you have a fuller description of the study.




I have not lost sight of the possibility of a scrutiny directly
affecting the NHS, though such a project would probably be more

for the Service itself than for the Department. But I think that
that is something for a later stage. The NHS is at present under
strong pressures to economise; you will know too, that we are about
to issue a Consultative Faper on the structure and management
proposals in the Royal Commission report. Dealing with this will
impose considerable burdens on NHS management over the next year or
two, and it would I think be very difficult to add yet further tasks.

We are, morecever, actively considering supplies policy for the NHS
(ie a possible Supplies Council as recommended by the Salmon Report)
and this too, while leading to significant potential savings, will
take time to implement.

I am copying this minute to other members of the Cabinet,
Sir Hobert Armstrong, Sir Ian Bancroft, Sir Derek Rayner and
oir Kenneth Berrill.

2?_ November 1979







T DHSS activities in support of health care exports (i e pharmaceuticals,
medical equipment and supplies, and consultancy services for health building
overseas) include recomnaissance, promotions, missions, joint ventures and
participation in trade fairs and overseas exhibitions. These activities are
complementary to other Govermment services such as those provided by the
Department of Trade and the FCO, The direct cost of the DHSS activities is
about £0.6 million & year (including common services, accommodation, and
overseas travel). They are mainly carried out by two groups of staff within
the Department: additional wmquantified coste arise from time spent by other
staff not directly concerned. The cost of DHSS activities ie small in relatiomn
to the relevant industries' export earnings (estimated to be about £1 billiom).

2. There is a need to see whether these activities are adequate and cost-
effective bearing in mind other export promotion activities. No previous
investigation has been carried out.

19 The terma of reference of the scrutiny would be:

"To examine, in consultation with the bodies concerned outside
Government, and with the other Govermment Departmente involved, DHSS
activities in support of health care exports, with reference to the
adequacy of these activities, and their cost, efficiency, and

effectivencss.”™

4. The scrutiny would commence almost immediately and last 60 days. It
would be carried out by an Assistant Secretary reporting to the Parliamentary
Under Secretary of State (Health) (Sir George Young).




VALIDATION OF NATIONAL INSUHANCE CONTRIBUTION HECORDS

1. The payment of National Insurance (NI) benefits depends on the amount
of contributions and fulfilling contribution conditions. Each year, DHSS
receives about 34 million NI contributions from employers, the self-employed,
and voluntary contributors which have to be allocated to individual contri-
bution records held on computer file. Various checks are made to ensure
that the right contributione are paid and are credited to the correct people.
About 7 million queries arise each year including some 2 million cases where
the contribution cammot immediately be matched to an individual's file
because the NI number is not quoted or is incorrect. Although the checks
are computerised the queries have to be investigated by staff. At a rough
estimate this work involves about 2,000 DHSS and 100 Inland Revenue staff

at an anmual cost of over £10 million.

2. To keep the gueries down to manageable levels, various tolerances are
applied, Where the amounts of money involved are below these levels, no
follow=-up action is taken. Ipcreasing the tolerance limits would mean that
fewer items had to be followed-up with consequent savings. On the other

hand, any deterioration in the accuracy of NI records has an effect on benefit
entitlement., There is a need for an independent assessment of the factors
involved,

1 The terms of reference of the scrutiny would be:

"To identify the total coet to the Government of checking and querying

NI contribution items and to show how costs and responsibilities are
divided; to consider whether the advantage to the public interest is
such as to justify that cost; and to recommend such changes in procedures
as seem desirable, having regard to efficiency, resource cost, and the
maintenance at an appropriate level of the integrity of the NI
contribution record."

The study would not be concerned with benefit contribution conditions or the
principles upon which national insurance is based; and would need to take
into account other work being dome within DHSS on social security operatiomal

strategy.

4. The study would commence in Spring 1980, last 90 days, and would be
carried out by a Principal reporting to the Parliamentary Under Secretary of
State (Social Security) (Mrs Chalker).
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MANAGEMENT IN CONFIDENCE

Civil Service Department
Whitehall London SW14A 2AZ

01-273 4400

22 November 1979

Tim Lankester Esq
Private Secretary
10 Downing Street
LONDON SW1

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

Following Cabinet's discussion of Sir Derek Hayner's minute to

the Prime Minister of 30 August (C(79)39), Ministers were invited
to send you by 23 November their proposals for the functions to be
scrutinised next year.

The Civil Service Department could benefit from a close scrutiny
of the work of the Technical Services Division of the Central
Computer Agency (CCA). This Division provides a comprehensive
technical service to user departments for the procurement of
haerdware and software: determines the use and provision of tele-
commnications for administrative purposes in central government
and undertakes consultancy assignments for selected deparitmental
projects.

The staff costs of the present range of activity amount to £13m in
round terms and there are substantial non-staff costs, including
hardware and software, across the CCA g3 8 whole,

The work of the Division is central to the effectiveness of the CCA.
The complexity of the subject matter is growing with the rapid
development of the technology and this will be enhanced by the wider
view of the market which the CCA will have to take when the present
policy of giving most big contracts by single tender to ICL runs out
at the end of 1980. The scope for savings cannot be prejudged but
mey well take the form of providing a better and more effective
gervice, and of securing a more efficient use of the resources
committed.

The suggested terms of reference are:-—

"To examine the CCA's Technical Services in the light of
the foreseeable developments in the nature and scope of
computing and telecommunications and in the methods of
providing Government departments with administrative and
Bcientific computer and telecommunications systems; and
to make recommendations on:

/159 whether the role and objectives of the Technical
Services need modification:

1
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ii. whether there should be any changes in their tasks in
order to pursue their role and objectives most efficiently
and economically:

iii. taking account of the need for the successful
recruitment, management and retention of high-quality
technical staff, whether any changes are needed in their
Drganisatioqishaffing".

The names of the examining officers are not yet known, and we are
considering whether to associate an expert outside consultant with
the project. The scrutiny will be directly supervised by the
Minister of State, CSD in consultation as necessary with the
Permanent Secretaries and the Head of the CCA.

The Technical Services Division is affected by the CCA's present
reorgnisation. Accordingly, we judge that the best time to begin

the scrutiny will be directly on the completion of this

reallocation of responsibility involving as it does the concentration
of telecommunication and other technically related functions on the
Division, rather than anything more drastic. This will mean starting
the scrutiny in May next year and receiving the report by about the
end of August; but Ministers here are well satisfied that this will

¥
be in good time to allow implementation to commence within the year.

I am sending a copy of this letter to Clive Priestley in
Sir Derek Rayner's office.

ﬂDULCJAJLJEH

b

J BUCKLEY
Private Secretary

2
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CONFDENTIAL

PRIME MINISTER

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT: THE SCRUTINY
PROGRAMME

Following the Cabinet's discussion last month of
Sir Derek Rayner's minute on this subject I have been
considering what studies my Department should put in hand
next year. I have decided that there should be two. The
first would look at my Department's work on the enforcement
of Vehicle Excise Duty, the second at whether we are getting
value for money from my Department's work on setting standards
for road and bridge building. Notes on both proposals are
attached.

The first study will be particularly useful to me
in following up our recent decision to retain Vehicle Excise
Duty. The level of evasion of the tax remains an area where
we may be subject to criticism and I want to be sure that
the resources we put into tackling evasion are used in the
most efficient way practicable.

I am arranging for preparatory work on the studies
to begin, but shall not, of course, authorise a start until
you have approved my proposals and these have been discussed
with Sir Derek Rayner. The VED study could not in any case
be announced until after we have announced our decision to
retain the tax.

CONFIDENTIAL
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I am sending a copy of this minute and enclosures
to Sir Derek Rayner and to Sir Ian Bancroft but in view of
the imminent policy announcement I should be grateful if they
would not circulate them for the time being.

NORMAN FOWEER—
A3 November 1979

CONFIDENTIAL
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DEPARTMENT OF TRANSPORT
THE SCRUTINY PROGRAMME 1980

VEHICLE EXCISE DUTY

a, BSubject: The functions of the Department of Transport in

relation to enforcement of vehicle excise duty

b. Cost of carrying out the functions to be examined

The ndministrative cast of the Driver and Vehicle Licensing
Directorate's enforcement effort in 1979/80 is about £5m (basic
staff costs, accommodation, travel and subsistence and an element

for other expenses and common services). 700 staff are employed.

¢. Background

The Department of Transport estimates that evasion of VED on cars
could be as high as 7-9% which represents an estimated £50-£60m pa
lost revenue. hdditibnal revenue is lost from evasion on other
vehicles such as goods vehicles and motorcycles. In 1979 the
Department expects to receive about 600,000 actionable reports of
VED evasion but only has the resources to follow up 300,000 cases.
In 1979/80 the total income from both DVLD and police enforcement 1is
expected to total £5-bm - including fines, pénalties, costs and
back duty collected as a result of prosecutions. This does not
jnelude income from late licensing voluntarily paid in advance of

enforcement action.

d. Reasons for selecting the subject

The Government has recently reviewed the tax. It has been decided

to retain it and to increase the enforcement effort - no announcement
e, '
L:%s yet 'beuP made on this decision. The enforcement problem is
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twofold: to identify the evaders and to take effective follow-up

action.

Two immediate possibilities are under consideration:

(i) an increase in enforcement staff: provision has been made
to employ 50 additional staff on enforcement in 1980/81
at an estimated cost of £300,000 and consideration is
being given to employing a further 100 extra staff by 1933

at a tothl additional cost of £lm pa.

intensive enforcement campaipns in selected areas in

co-operation with the police.

‘In addition, in the longer term consideration is being given to
making VED a tax on possession rather than use of a vehicle. This
would benefit enforcement because it is easier to prove possession
than use and could open the way to using the computer for
enforcement. Further study is in hand and will be feollowed by.

consultations.

e. Terms of reference

To consider:

a) whether the resources currently devoted to enforcement
are used as effectively as possible;
b) what would be the best way of utilising any additional

enforcement resources.

f. PFProposed starting and finishing dates

1 January 1980 - 30 April 1980

g. Nages of examining officers and reporting arrangements
The examining officer has not yet been selected. The report will

* made to the Minister of Transport.
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DEPARTMENT OF TRANSFORT
THE SCRUTINY PROGRAMME, 1980

ROADS AND BRIDGES: STANDARDS AND CERTIFICATICN

a. Subject: Value for money in setting the standards for the
building of roads and bridges and in certifying
that work conforms with those standards.

Bac ound

Standards for road and bridge design and construction in England
are set by the Department of Transport. They are mandatory for
motorways and trunk roads and for safety aspects of those local
authority schemes grant-aided by the Government. They are advisory
for other aspects of local authority schemes and are generally
adopted. They are also adopted in Scotland, Wales and Northern
Ireland and are used in overseas countries.

Certain complex aspects of schemes have to be approved in principle
by the Department and independent checking systems are used. The
Department's engineers certify departures from standards, their
interpretation where necessary, and acceptance of innovative
techniques not covered by standards.

The objectives of the work are to achieve reasonably uniform
standards in the road system so as to promote acceptable safety
levels and value for money in schemes, and to ensure a feedback
which sets priorities for research and development,

The principal clients are the Department's own organisation for
deeign of motorways and trunk roads (the Road Construction Units -
RCUs), consulting engineers and highway authorities (all county
councils and some district councils acting as their agents). Total
proposed expenditure in tngland in 1980/81 on road construction and
maintenance will be about £1,100M.




b. Cost of carrying out the functions

It is difficult to separate the costs of standard setting and
certification from the other activities of the Headquarters
concerned but the following broad estimates give the order of
magnitude of the annual administrative costs:-

staflff

Number of Staff Cost

Standard setting 108 £134M

Certification 33 £ M

The annual costs incurred by the KCUs, consulting engineers and
local authorities in checking engineering works amount to about
£1.5M in a total design cost of approximately £20M.

It must be stressed that there are broad assumptions in the above
figures which should be regarded only as indicative of scale.

o Reasons for selectinyg; the subject

To investigate whether the degree of uniformity and the reduction
in level of risk achieved by the arrangements for standard setting
and certification are reasonable and constitute value for money;
and thus whether the resources in manpower and expenditure devoted
to them are of the right order and properly distributed.

d. Terms of Heference

As c.

e. Proposed starting and finishing dates

Spring 1980: duration 90 working days.

: Names of examining officers and reportinit arrangements

To be determined. The report will be made to the Minister of Transport.







Trruhm'}' Chambers, Parliament Street, SWIP 3AG
01-233 3000
19th November, 1979

FROGRAMME

You o I ied
John Chilecot about
gerutiny programme,

The aim is to undertake 6 scrutinies of the Chancellonr's
artments in the coming year - 1 in each of the Treasury,

nd Excise and the Department f

4 or National Savings

= ‘:rl. the :."!]':.‘.-i :::"'.-'-'I'l'li"". Ii;l:‘ rt:"‘ :l"|l._"""'||'_.|:" '.'1:| ]1 :'..":||i 1_(_) f_:ri._-\
Prime Minister information about each of these under the heads
suggested in your letter.

You also asked for advance warning of the subjects. I
enclosing brief descriptions of the areas of work which I

hope will be helpful.




Treasury specific expenditure divizions nng the effectivencss

with which they use the Financial Information System oz o mrars of monitori

o =

a major part of central government expenditure.

2]

RATIOHAL SAVIRGS

‘rent project for compuleri: of P

1T cost savin




1NLAND RE
1= ANNUAL ISSUE OF FAYE DEDUCTION CARDS

The function of issuing Deduction Cards to employers.

serves two purposes, (i) to notify the employer of the code to be used for

enployee in the coming tax Year, {(ii) to provide him with a record on which

alculate and/or report tax deductions.

subject to be examined

RATING AFPEAL PROCEDUKES

The administrative machine ry for making prop osals, objections, and appeals whether

by Valuation Officers, ratepayers or rating authorities, including the transmi

of documents to the Local Valuation Courts.

18 will cover time nits, documentation, lar reference to
o

streamlining of pr cedure, necessity for various forms and so on. This is a

teneral service provided to evers rating authority in the eountry the Valuation
' B - b ]

Officer being the statutory officer responsible for i paring and maintaining the

Valuation List. he Valuation List records inter

value of every hereditament in the country and it
Authorities charpe and ratepayers pay their rates.

laid down by statute and material changes can therefor
N [}




Digp < MINISTER

Sir Derek Rayner will shortly complete his
report on his first round of studies. We will
have Ministers' proposals for the next round in
the course of next week, and Sir Derek will

summarise these with his recommendations to you.

We have set aside some time in the diary
for a meeting with Sir Derek on Tuesday 4 December.
He has several trips abroad coming up shortly,
and I thought it best to pin him down to a time.
I think it important that you should both see

him to discuss his initial report, and take

the opportunity to feed in your views for his

second round. We will get the papers to you
next weekend.

You queried the word "scrutiny" which
Sir Derek has chosen to describe his activities.
In the attached note, Mr. Priestley explains
why Sir bDerek's office think this is the most

accurate word.

16 November 1979




From THE PRIVATE SECRETARY

House ofF LorDS,
SWIA OPW

13 November 1979

P13/44/02
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EFFICIENCY AND WASTE IN GOVERNMENT

In your letter of 17 October you told me that following the
Cabinet's discussion of recommendations by Sir Derek Rayner

in his minute to the Prime Minister of 30 August (C(79)39)
Ministers were invited to send the Prime Minister by 23 November
their proposals for the first year of scrutinies and copy them
to S5ir Derek Raymner.

I am writing to let you know that the Lord Chancellor has

decided that in 1980 a study should be made of the methods and
scope for providing repayment services to users of records in
the Public Records Office. He wishes this study to consider
whether there is scope for introducing additional repayment
services as well as examining the effectiveness of those which
now operate.

If some consultation with those who use the Public Record
Office is seen as necessary, it is possible that the study will
take longer than 90 working days.

I attach at Annex A a separate note giving further details
for which Priestley asked in his 1 November letter to Chilcot,
copied to other Private Secretaries,

A copy of this letter goes to Sir Derek Raymer.

Clive Whitmore Esq

Principal Private Secretary to
The Prime Minister

10 Downing Street

London S W 1




Subject

Public records are available in the Public Record Dffice for
any member of the public to see and copy. In addition there
is a Museum at Chancery Lane.

Cost

The cost of providing access to public records is £1.0M and
the Museum costs £12,500.

Reason for Selecting the subject

This service is costly and requires about 100 staff. It seems
right to examine the extent to which the small section of the
public which uses the Public Record Office could be asked to
reimburse the cost of providing these various services which
are available,

Proposed Terms of Reference

repayment
The enquiry will examine the methods and scope for providing

services to users of public records.

Proposed Starting and Finishing : Dates

The study will start in January and should not take more than
3 months unless it proves necessary to have extensive consult-
ations with users.

Name of Enquiry Officer

The study will be carried out by a Principal Auditor from

the Lord Chancellor's Department since the Public Record Office
cannot spare staff from their normal tasks for this period of
time.
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10 DOWNING STREET

THE PRIME MINISTER 7Y November 1979

Qm..\ Q C,wr-‘b(r.‘

Thank you so much for your letter of 29 'October. I
was glad to discuss the point when we met, and I am grateful
to you for expanding on it in your letter. The rapid increase
in expenditure dueé nead careful guestioning. I can assﬁfa
you that we are doing all we can to make the whole of Government
more conscious of the need to Justify its activities, with a
view to eliminating waste and unncecessary controls across the

board. .

s
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Dr. J.F. Cavalla
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Lord Orr-Ewing rang on Friday. As you were not in the office, he
made the following points to me, based on his own experience*, and
I promised that I would pass them to you.

a. On the annuality rule, he believed that the system
must so be ¢ ed so that any money left over at the end
of the financial year was not held against the department
bﬁ the Treasury. I said that you proposed to deal with
this in your "conventions" project.

b. He described himself as having been a "eager beaver"
in MOD when he had made it his business to ensure that he
never had to ask for a Sugglemen§§§1 Estimate. But there
were no "Brownie marks" . 8imply denied

an opportunity to shine in the House of Commons. Nonetheless
he thought it essential for Ministers to keep a tight grip

on their Department's finances and that they should stand
or fall by this,

Ce In his parting ("haul-down") report to the then
Prime Minister, Mr Macmillan, he had argued that a iuninr
Minister in each Department should be nominated as its
"Financial Secretary" and delegated to get after spending
in the "dark corners". It would make for better resource
control, as well as being excellent training for higher
office later.

P

C PRIESTLEY
5 November 1979

Parliamentary Secretary, Air Ministry, 1957-59; Parliamentary

and Financial Secretary, Admiralty, 1959; Civil Lord of the
Admiralty, 1959-63.
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PRIME MINISTER

In the manpower discussion in Cabinet
today, there were references to the Rayner

study on food procurement in the Ministry

of Uef@nce? T

In the discussion, you referred to the
need to take action on individual savings
as they were identified, and you expressed
your reluctance to see large-scale reviews

holding up small-scale action.

I hear that action on that Ministry
of Defence study may well be shelved until

'all Mr. Pym's other studies are completed
next spring. May I let it be known,

on your authority, that you would prefer
to see the successful Rayner studies
followed up on their own merits as fast

T plemt
7 T

as possible?

1 November 1979
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J A Chilcot Esqg
Private Secretary to the
Secretary of State for the Home Department
50 Queen's Gate
London SW1
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EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT: THE SCRUTINY
PROGRAMME

Clive Whitmore's letter to the Private Secretaries of 17 October
confirmed that proposals for the first round of the programme
should reach the Prime Minister bi 23 November and asked that
they should be copied to Sir Derek Rayner here., It mentioned
also that this office would circulate a consolidated note of
guidance on the conduct of the new reviews.

The note is enclosed. Sir Derek Rayner hopes that it will

help Ministers, senior officials, officials responsible_for

the examinations and the staff side. The note is not classified
and there is no restriction on its distribution.

Sir Derek Rayner offered thoughts on Easzihle sub%ects for =
examination in paragraph 15 of his submission to the Prime Minister
of 30 August, circulated for Cabinet discussion on 4 October,

and you may like to refer to these. As Clive Whitmore's letter

of 17 October indicated (para. 4), the subiects should be charact-
eristic of the Department and significant in their use of resources.
For ease of hanﬁl1nﬁ the proposals, it would be helpful if each
provided the Prime MNinister with brief information on the following:

a. Subject: The policy, function or activity to be
examined. (Where the subject is a service, please
describe the kinds and numbers of clients served
and the scale of resources handled.)

b. Cost of carrying out the policy, function or
activiTy 1o _De examined: Relevant expenditures, oborme
On 1he department's own vote/s, especially staff and
general administrative expenditure. Relevant expend-
{ture, borne on the Votes of common service departments
(broad orders will suffice). Capital and other assets
not covered above.




Ce. Reasons for selectine the subject

d. Terms of reference

e. Proposed startine and finishine dates
f

Names of examining officers, if know, and

Teporting arrancemencs.

There may be a gquestion about the_intended coverage of the

pro e, namely whether it should extend to secondary depart-
menis answerable to Ministers. It is intended that Linisters
should Eropnse at least one review in their principal depart-
ment. Some Ministers might also wish to propose a review in a
secondary department for which they are responsible, especially
in any which are of substantial size or, although comparatively
small, which provide important services to Ministers or to the
public. There is however no expectation that reviews of these
secondary departments should be included in the first round of
the programme as a matter of rule.

David Allen (233 8550) and I (233 8224) will gladly advise on
any of the above if necessary. It would be very helpful if
Private Secretaries could give me by 16 November advance warn—
ing of the subject/s proposed for examination and if all pro-
posals reached the Prime Minister and Sir Derek Rayner by the
agreed date, 23 November.

This letter is copied for action to the Private Secretaries of
members of the Cabinet and the Minister of Transport and for
information to the Private Secretaries to the Prime Minister,
the Lord Privﬁ Seal, the Chief Secretary, the Secretary of the
Cabinet, the Heads of the Home Civil and Diplomatic Services,
Sir Douglas Wass and Sir Kenneth Berrill.

\_,Aégﬂr JQAayfjg
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Enc: Consolidated note of guidance




THE SCRUTINY PROGRAMME
A NOTE OF GUIDANCE BY SIR DEREK RAYNER
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1. INTRODUCTION

1.1 Four notes of guidance have been issued to Ministers' "Raymer
project” officials on aspects of the exercises commissioned in June.

1.2 This paper consolidates the advice given, mainly in those notes,
relevant to the serutiny programme.

1.3 I hope that Ministers and their officials will find it helpful,.

Derek Raymer
Cabinet Office

70 Whitehall, EWl
(235 8224)

2 November 1979




THE SCRUTINY OF POLICIES, FUNCTIONS & ACTIVITIES: SOME GENERAL
POINTS

The purpose of examination

2.1 The purpose of the scrutinies is action, not study. It is
therefore

a. to examine a specific policy, activity or function with
a view to savings or increased effectiveness and to questioning
all aspects of the work normally taken for granted;

b. to propose solutions to any problems identified;
and

L to implement agreed solutions, or to begin their implementation,
within 12 months of the start of the scrutiny.

This means that the purposes of the scrutiny reports are
a. to analyse what has been found; and

b. to offer a basis (costed to the maximum possible) om which
action can be taken.

2.3 I suggest that each examination should tell a factual story, but
not bad news only. Where there is a good story, Ministers may wish to
tell it and it would be reasonable for the reports to reflect this.

The selection of topics and the method of examination

2.4 As with the Rayner projects, I should like to advise a combination

of topics which illuminate matters common to the Civil Service as a whole
(eg use of accommodation and other common services; the progression of
busine s through each point in the hierarchy; the cost of meetings) and

of topics which are specific to particular functions of Government (eg
payments and the delivery of services to the public at large or to particular
groups; inspection; procurement; and the formulation of policy).

2.5 In the case of one or two very small departments or units, it might
be possible to look at the whole organisation from both the aspects men-—
tioned in 2.4 above.

2.6 The officials selected should be free to examine the specified part

of their Department's functions in detail, seeing such colleagues and making
such visits as are necessary within their own Department; consulting other
Departments, including the relevant desk officers in HM Treasury and the
Manpower Group of the Civil Service Department; and going right outside
Government where appropriate. They should ask radical questions eg "Why

is this work done at all? Why is it done as it is? How could it be done
more efficiently and effectively at less cost?”

2,7 The quality of the officials selected is more important than their
age or present occupation. An experienced and hard-headed 30-year old




is as acceptable as a "flyer" and a good professional as a good
administrator; intellectual capacity and personality are more important
than grade or group. I should like to add this point. Whenever I
visited a local office in connection with the current round of projects,
there was at least one officer, junior in terms of the Departmental
hierarchy as a whole but carrying an important management responsibility
at the office itself, who was very knowledgeable about the work in hand,
had thought about it deeply and had good ideas on how it could be improved.
I found this combination of experience and thoughtfulness impressive,

I should like to encourage the use of such above-average capacity wherever
possible in the new programme. For example, where a scrutiny is about
some aspect of regulation or an extensive service, I believe that such

an officer could be used to pull together its good and bad features as it
bears on those staff who have to operate it and to make suggestions for
improvements.

Conduct of the examinations

2.8 I should like to associate myself with Ministers responsible for
certain scrutinies, As Mr Whitmore's letter to Private Secretaries of

17 October indicates, the scrutinies are to be carried out in consultation
with me; this means that I shall wiszh to agree with the Minister and the
Permanent Secretary the terms of reference for each examination and the
method and coverage of the scrutiny and arrange for the official carrying
out the scrutiny to liaise with me and my office. As with the Rayner
projects, I should like to have a hand in the design, conduct and reporting
of the scrutinies so as to help ensure that there is consistency of
examination between departments and to build up a team spirit between the
officials, myself and my small central office. (The last consists of

Mr C Priestley (Under Secretary) on 233 5224, Mr D R Allen ( Economic
Adviser) and Mr M G Spearing (Executive Officer) on 233 8550, and

Miss J W Sullivan (Personal Secretary) on 233 6185.)

3. ADVICE TO OFFICIALS UNDERTAKING SCRUTINIES

The broad philesophy

3.1 The reasoning behind the scrutiny programme is that Ministers and
their officials are better equipped than anyone else to examine the use

of the resources for which they are responsible. The scrutinies therefore
rely heavily on self-examination. The main elements are the application
of a fresh mind to the policy, function or activity studied; the inter-
action of that mind with the minds of those who are expert in the function
or activity; the supervision of the Minister accountable to Parliament for
its management and for the resources it consumes; and the contribution of
an outside agency in the shape of my office and me.

3.2 The following comments may help to define the spirit in which I should
like to advise officials responsible for scrutinies to approach their task.

a. The purpose is to examine a specific-activity or function with a view
to savings or increased effectiveness, All aspects of the work under
review which are normally taken for granted must be guestioned.

b. Although the functions and activities under study are different, I
would like officials to see themselves as forming a group doing similar
work, even if in contrasting areas, and to consult each other. To help
with this I shall circulate in due course a list of pnames, addresses,
telephone numbers and subjects of study and call officials together for
an early exchange of ideas and information.




¢. Officials should seek solutions to problems. Their reports
should offer at the very least the outline of the practical changes
necessary; they should not dump the problem, without solution, om
their Miniszter's doorstep. The purpose is not simply good analysis
of what is, but preparation for action.

d. Scrutinies should not be conducted as desk studies, Nor should
interviewing be confined to top people and HQ. There is no substitute,
whatever the nature of the function or activity under study, for going
and seeing it. Officials should not rely on paper to get the study
going and going effectively so -

i, don't write around, talk around;

ii. don't assume that you kmow anything until you'we been to
see it - start where the work takes place;

iii. regard paper which you write as the product rather than the
medium of the study.

e. (Given the right approach, staff will go out of their way to be
helpful. The message is that vou are neither Smart Alecs nor "Assistant
Waste-Finders General" - vour role is not accusatory or inquisitorial, but
that your Department and others have an opportunity to look at a piece of
administration with the enthusiastic backing of Ministers, from the Prime
Minister down.

e The question "Why?" is important. Officials should find out how

the function works and why. No question should be excluded. If, for
example, certain procedures are as they are because of working conventions
long unchallenged, their rationale should be queried.

g The question, "What value is added by this function/activity/procedure/
practice/convention?" is a useful trigger. Officials should persist in
asking what value is added - whether to the processing of the work or to the
common good - as a result of the activity observed.

Design and Conduct of Examinations

3.3 The key points are these -

a. Terms of reference: These should reflect the purpose of the exercise
as a whole and the facts that each serutiny is being undertaken by one
official and that it should be carried to completion in not more than 90
working days. They should clearly identify the area to be studied and the
purpose of doing so, eg: "To examine the administration of X with
reference to the need for it and its cost, efficiency and effectiveness
and to make recommendations",

b. Arrangements for Reporting and Consultation: Each official is
directly responsible and will make his/her report to the Minister but should

note the following.

i. The study is to be undertaken in consultation with me. This
means, inter alia, that I shall want to agree with the Minister and

the Permanent Secretary the terms of reference for and method and
coverage of each scrutiny (see below); to brief officials, individually
and collectively; to make myself and my office available to officials




on their initiative - the policy is that of free access at any
time; to take a part in at least some studies (see below); to

be consulted on the draft report; and to have the opportunity for
discussion with the Minister and the Permanent Secretary throughout
the exercise.

ii. Officials should agree with their Minister and Permanent
Secretary on the arrangements for the direction of the exercise
by the former and for consultation with and contributions by the
latter; it should be understood that officials are expected,
while being free to ask radical questions about the work under
review, to consult their Permanent Secretary fully in designing,
launching, conducting and reporting the study.

Method and coverage:

i. Planning: allow time for preparation and reconnaissance,
including consultation with the Minister, Permanent Secretary and
Departmental staff side {sae below); field work, what and who

should be seen (eg number of interviews or group meetings - I suggest
no more than 2 a day): further consultation with Minister,

Permanent Secretary and me; drafting report.

ii. Manageability: keep the study within the bounds of what

¥ou can manage. Take thought in planning about how much you can
bite off and chew yourself and what you may need help on. Are you
likely to need help? If so, of what kind - professional? clerical?
Make allowance for this in planning. If you are going to need
technical help in understanding and interpreting what you see and
.hear, consult your Minister and Permanent Secretary about it as
early as possible and include in your plan its provision and timing.

iii. Relationship with other exercises: check with your Principal
Establishment and Finance Officers about the relevance to your

area of study of (a) current exercises to retrench public expenditure
and (b) current or recent exercises, eg staff inspection and 0&M
studies. Read any recently completed reports.

iv. DObjectivity and fairmess: you have a very full schedule.
Consider at the outset how to check that you have taken points made
to you correctly and how later to check the wvalidity of vour analysis
and proposals. You will not have time to make full notes of your
interviews and observations and te eclear them with those you see,

but consider and agree with your Minister on (a) the records vou keep,
(b) how you feed these back to your interviewees and (c) how you
touch base with the main contributers in drafting your report. Do
not lay yourself open to a justifiable acecusation of bias or error.

Consultation with Departmental Staff Side

5.4 The DSS should be fully informed about the scrutiny, including its
terms of reference and the plan, notably those to be interviewed or
consulted,




3.5 The DES should be invited to make a contribution to the examination
by whatever seems the most expeditious means, This may mean a written
paper or a meeting between the official conducting the study and the DSS
if that is more convenient for both ddes,

3.6 The official conducting the examination should make himself
available to any local staff side which wishes to see him.

3.7 Guidance on consultation on the product of each exercise is given
in paragraph 4.17 below.

Treatment of costs

3.8 Reports should include estimates of (a) the present cost of the
function/activity being studied; (b) the cost savings which the imple-
mentation of recommendations would be expected to achieve; and (c¢) the
cost of carrying out the scrutiny. It is also important that the effects
of recommendations on public bodies outside Central Government should be
costed as far as possible, notably where it is probable that decreased
departmental activity would cause more work for local authorities., I
now offer brief notes on the computation of the Civil Service staff cost
element of these costings.

3.9 You will need to get from one of the contact points listed in the
Appendix a copy of the CED's Management Services Handbook Ready Reckoner
for Staff Costs. The latest edition is for 1979; advice on its use

may be had from Mr Douglas Hunt at the Civil Service Department (273 3625),

3.10 The introduction to the RHeady Reckoner shows what is included in
the various cost estimate suggested below and how to avoid double counting.

3.11 In calculating the present cost of the function/activity under

study and the savings in staff or staff time associated with your recommen-
dations you should identify both the numbers of staff involved at each
grade, and when appropriate the number of man vears of time that this
translates into, and the costs. Where allowances and overtime are involved,
these should be separately identified.

3.12 The costings should show the following three sets of costs, the
definitions of which are to be found in the Readv Reckoner (pp 8 and 9):

- "average salary costs" (the absolute minimum of savings)

"basic staff costs" (which is, in effect, a measure of savings
likely to be achieved in the short term)

"basic staff costs plus accommodation plus common services"
(which is, in effect, a measure of the savings that might be
achieved in the longer term if and when staff overheads can
be reduced; though for small changes in staffing these long
term gains are unlikely to be realised).

35.13 These costs apply to staff emploved durin% normal hours. Where

the savings are in the form of reduced overtime (either partially or
wholly), then salarv costs only should be computed =zince the figures for
over-heads which are included in the Readv Reckoner are averages unlikely




to apply in the overtime case. Advice on the relevant salary cost
for overtime can be obtained from Mr Hunt.

5.14 The three sets of costs should be computed even in those cases
where the recommendation is that the staff should be re—deploved else-
where in the Department or that the time saved could be fruitfully
employed on other work., On the assumption that re-deployment is
recommended on the grounds that this would be a more efficient use of staff
the costings will provide your Minister with a measure of guidance on the
extent to which, in gross terms, staff are currently inefficiently
employed. Your table of costings should however indicate clearly those
elements of the savings which are to be re-deployed in order to avoid
including them in the estimate of the savings that the Exchequer would
achieve as a result of the implementation of your recommendation.

3.15 In costing your own time spent on the scrutiny the appropriate

Readv Reckoner figure is "basic staff costs plus accommodation plus

common services", since this indicates the staff resources that have been
directed to this exercise, In principle the true cost of the study

should also include other people's time (eg those whom you have interviewed)
but I regard this as optional. You should however add in the travelling
and subsistence costs incurred on the project.

3.16 Civil Service staff costs, and their associated overheads, might
be only one of several elements of the total savings identified by your
scrutiny. You might identify cost savings associated with a reduction
of non-civil servants (eg members of an outside Committee) or with

reductions in the volume of paper consumed or with reductions in travel
expenses etc. In costing such items, vou will need to consult either

the relevant Department (eg HMSO for stationery, PSA for accommodation)
or your Accounts Division or your Establishments Division.

3.17 I am particularly interested in the cost of acquiring goods and
services ("procurement"), especially the costs which may be associated
with contracting rules and with the specification of standards to be
attained., Here I should like you to explore the effects of policy and
of the associated rules, for example in relation to the need to go out to
tender frequently and to the accuracy and realism of specification.




Section 5, Appendix

Readv Reckoner: Contact Points

1. HM Treaszurv Library
Great George Street

Customs & Excise Mr R Dutton
Accountant and Comptroller's Office
Eing's Beam House

Ministry of Defence Mr A Thompson
Room 9121
Main Building

Department of Education Mr R Sims
04M Division
Room 2/52
Elizabeth House

Department of Emplovment Mr K Hyde
Finance Divizion
168 Regent Street

Department of Energy Mr W Bell
Room 1541

Thames House South

Department of Environment Mr D Benyon
DMS Support Group
Room 635
Lambeth Bridge House

Home Office Mr P Sullivan
. FD1
Room 363
Queen Anne's Gate

Inland Revenue Finance Division
Room 95 West Wing
Somerset House

10, Lord Chancellor's Department Finance Officer
Neville House

11. Manpower Services Commission Mr I Miller
166 High Holborn

12, Department of National Savings Finnnne’ﬂiviﬂiun

Room 570

Charles Housze

375 Eensington High Street

Northern Ireland Office Mr R Megahey

Department of Civil Service for
Northern Ireland

Rosepark House

Belfast

Overseas Development Administration Mr B W Lister
Eland House

Stag Place




Propertv Services Agency

Scottish Office

Department of Trade

Department of Industrv

Welsh Office

PEA Library
Room C204
Whitgift Centre
Crovdon

Management Services Unit
James Craig Walk
Edinburgh

Management Services Division
Sanctuary Buildings
Great Smith Street

Mr G Jones
Establishment Division
Room 288/3

Welsh Office

Cathays Park

Cardiff

Note If your Department is not listed above, you should try your
library or vour finance division or your Establishments Division
or Mr Hunt (273 3623).




4, ADVICE ON SCRUTINY REPORTS

Length and stvle

4.1 The main text should be capable of being read easily by busy
Ministers and senior officials. This suggests a length of up to about
74500 words, but the shorter the better, always provided that you are
satisfied that the analysis, while succinct, has =0 identified and
addressed the issues as to demonstrate that your findings and recommen-
dations are sound. Please include a summary of conclusions and
recommendations at the beginning of the report. This should clearly
indicate the changes recommended and the cost/savings consequences,

h.2 The style should be concise, with a preference for short paragraphs,
sub=headings, clearly identified conclusions and clearly specified
recommendations,

4.3 Material which is germane to the analysis and recommendations may
be annexed, but the main text should contain at least a summary of those
facts and arguments which it is necessary for the reader to absorb as he
goes along; in general, the reader should not be invited to refer to
annexes in order to take steps in either the analysis or recommendations.

%.4 The use of annexes should be sparing.

Format

4.5 It would be helpful if reports began with a precis of the subject

of study, and of its cost, of the particular changes proposed (omn a simple
"before and after” basis) and of their justification and implications,
including those for costs and savings, and then :

a. described the scrutiny;

b. described, analysed and commented on the function/activity
examined; and

C. offered argued and costed conclusions, together with a clear
specification of any changes recommended.

Deseription of the examination

4.6 This should cover the following:
a. Terms of reference,

b, Method of examination and coverage: people seen and locations
visited; consultation outside the Department; questions asked;
validation of evidence takenffindingsfrecommendatiuns made with those
concerned; paper read. (This can be annexed.)

€. Extent and nature of consultation with supervising Minister and
Permanent Secretary.

d. [Extent and pature of consultation with Departmental staff side
and their response.

2, Cost of the study, broadly itemised: staff time of project

official/team, including use of supporting services; travel; subsistence;
some estimate of the cost of the time of those seen.

10




Analvsis of and commentarv on the policy, function or activitv examined

I

%.7 The analysis should provide information which helps answer the
questions: "Why is this work dome at all?" and "Why is it done as it
is7",

4.8 The commentary zhould cover the questions, "Is the function or
activity essential or dispensible?"; "If it is essential, can it be
done more efficiently and at less cost?"; and, "What would be the cost
and other effects if the level of service provided by the function were to
be reduced?” It should draw attention to good practice and identify as
closely as possible any problems to which attention is invited.
4.9 Some notes are provided in the Appendix on the structure of
reports. It covers the following areas, which should be dealt with as
appropriate to the functionfactivity reported on:

- Nature and purpose of the function/activity

- Cost

- Aspects of organisation

- Dperation

= Appraisal by line management and higher management.

Armued and costed recommendations

%.10 The recommendations made zhould be justified by reference to the
evidence adduced and arguments based on it.

%.11 They should be as specific az possible identifving in particular
costs and savings; possible obstacles; and timetable for implementation.

Consultation during the drafting of reports

%.12 I shall aim to keep in touch with all studies, but I hope to agree
with the Ministers concerned that I should liaise more closely with
certain ones. In such cases, I should welcome a sight of your thinking
as soon as you have committed it to paper, as I might be able to help you
in developing it. This should be dome as early as possible by means of
a synopsis of findings and recommendations. Subsequently, I should like
to receive the draft report itself at the same time as it goes to the
Minister.

%.13 The svnopsis of findings and draft report should represent your

own analysis and your own considered conclusions and recommendations.

You should first verify matters of fact in your draft report as appropriate
and should consult vour Minister and his senior officials on the whole of
the draft report, including yvour conclusions and recommendations. Your
drafts should not however be submitted to a preliminary examination within
the Department which had the effect of diminishing or substantially altering




such conclusions and recommendations as vou firmly believed that you
should put forward on the basis of the evidence, including this final
consultation, you have taken throughout the exercise,

%.14% With a view to getting action on the main issues as you see them,

it is open td you to use your judgment in placing your conclusions and
recommendations in order of priority. Indeed, it is open to you to

leave out of your formal submission such second or lower order conclusions
and recommendations whose inclusion you thought might impede action.

%.15 You should use your judgment in deciding on the extent to which

your synopsis and your early drafts are circulated before the point at
which you make your submission to wour Minister and in the relevant

cases, to me, It would be as well to be discriminating about circulation,
both as to the length of the circulation list and as to the amount of your
text sent to each person on it. This is to reduce the risk of leakage
and thus of having to explain or defend what may not prove to be the
"proposed action" document (see below).

%4.16 The document which you submit to your Minister and in the relevant
cases to me, while embodying your final thoughts on the functions/activities
studied, will have the status of a draft. The report on the project can
be regarded as complete when, first, Ministers (and I, in relevant cases)
have given their response to the draft and when, secondly, after such con-
sultation between Ministers and me, in relevant cases, as might then be
necessary, the report has become a "proposed action" document. The very
end of ‘the process, after consultation with the staff side, will be a list.
of the things to be done, those responsible for doing them and a timetable
for action, Your task is not, therefore, one of producing a completed
report for Ministers with the prior agreement of those concerned, including
the staff side. It is, instead, one of producing the main contribution
towards the completed report in consultation with those concerned.

4.17 It is the "proposed action" document which will be the basis for
consultation or negotiation with the staff side and gemerally it would
therefore be premature to show your draft report to the staff side,
Circumstances will however vary between departments and projects and
accordingly it may occasionally be appropriate to let the staff side have
your draft report, but if se it should be made clear that it is conveved

to them for information or as a matter of courtesy and not for comsultation,
which will come later om,
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cc Sir Derek Rayner
Mr PATTISON

EFFICIENCY & WASTE IN CENTRAL GOVERNMENT

I understand that the Prime Minister has asked whether there is
a word other than "scrutiny” which might serve as the name of
the exercises the Cabinet agreed on earlier this month.

2 Other possibilities might be:

«—» "Examination": minute inspection, testing. (This has
| academic overtones,)

"Inquiry": aski estioning, investigation.
(Thiggﬁaguquaai-lggél overtﬂggs.}

"Inspection": looking closely into, official examination.
(This is most commo { connected in Govern-
ment with such Inspectorates as those of
Factories, Fire Police Services,)

"Investigation": examination of, inquiry into. (This has
police overtones and is not in ang case
a word that Sir Derek Rayner would think
appropriate here.)

"Review": subject to revision, survey. (This is
comparatively passive and superficial and
is already connected with Pro
Analysis and Review and eview, )

scrutinise, earnestly contemplate. (This
is also somewhat passive in general usage
an%ilac%s the implication that the aim is
action,

examine critically, put to trial. (This
is nearer the mari, ut also has academic
associations.)

3. In leadinﬁﬂup to the word "scrutiny” in his submission of

30 August, Sir
"test", eg "Tests of specific functions", para. 8a
"examination", paras. 9 and 10.

"examine in detail", para, 12.

used these synonyms:

4, He then concentrated on "scrutiny" and "scrutinise", because
it seemed to express exactly what he was recommending, nnnal¥

"close inrestigation, examination into detail"; thus, Ministers
would be "looking closely at" or "examining in detail®™ such and




such a function. When introduced in para. 13, it seemed distinctive
of the new approach there recommended.

Da I think that Sir DR would be content with either "test" or
"examination", if "scruti%y" is not thought appropriate, but that he
would prefer to keep it if po

gsible.

g

“C PRIESTLEY
26 October 1979
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10 DOWNING STREET

From the Private Secretary

MR. PRIESTLEY
CABINET OFFICE

Thank you for your minute of 19 October, proposing a draft
Question and Answer with which the Prime Minister could inform
the House of Sir Derek Rayner's progress. I am also grateful for

the further comments in Trevor Robinson's minute of 25 October.

The Prime Minister has now considered whether she wishea to
make an announcement in this form. She has concluded that, on
balance, there will be little Lo gain. She regards the publicity
already received, following Sir Derek's selective talks with the

press, as effective and sufficient for the present.

This will of course mean that the tentative arrangements for
Sir Derek to meet the Lobby cannot go ahead. I suggest that the
question of further publicity should be reconsidered after Sir Derek
has submitted his full report on the first year's studies.

I am sending copies of this minute to Trevor Robinson
(S5ir Ian Bancroft's Office) and to Neville Gaffin (No.10 Press

Office).

M. A. PATTISON

23 October 1979




PRIME MINISTER

There has been some helpful publicity following vour
agreement that Sir Derek Ravner should talk - selectively -
to the Press, Sir Derek has asked whether you would like to
put something on the record in Parliament, noting that Cabinet

has decided to proceed on the basis of Sir Derek's recommendations.

I think this would be useful, and I attach a draft which
has been prepared by Sir Derek's office in consultation with
Sir Ian Bancroft. If yvou agree that it is worth arranging to
make this statement through a Written PO, the only substantive

point for decision is whether to commit the Government to

reporting the results of Sir Derek's work to Parliament. The

relevant sentence is square-bracketed in the first paragraph

of the proposed answer. This could be something of a hostage

to fortune, and we will be free to report results to the Hmu551

——
without making a commitment now. I therefore see ng need for

the sentence in nuestinn.ﬁgyaﬁ“t

1 ‘s

Would vou like to make a statement through a Written PQ?

If so, are you satisfied with this text, excluding the reference
to reporting to the House? l'w

., Ut~
24 October 1979 H"J dQ
e s




CIVIL SERYICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400

Sir lan Baneroft G.C.B.
Head of the Home Civil Service

M A Pattison EGq
10 Downing Street
LONDON SWl 23 October 1979

:k#4 M
EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

I mentioned that C5D had & few comments on the draft PQ on scrutin-
ies which was submitted with Clive Priestley's minute to you of
19 October.

The major comment is that there are cbvious dangers in promising
now & report to the House. Sir Ian Bancroft suggested that if the
Prime Minister wanted to say something it might be desirable to
qualify it by saying

"These scrutinies are being completed now and the overall results
will be reported to the House in due course."

This would preserve flexibility not to release details of all the
studies if this, in the event, seemed undesirable,

We would also suggest that the guestion should read

To ask the Prime Minister if she will make a statement on promot-
ing the effectiveness of Government operations

that the first sentence of the answer should be

All Ministers are taking a direct perscnal interest in departmental
efficienc

The point of these amendments is that efficiency is also the concern
of other work - chiefly the options exercise.

On more minor points the second sentence of the answer might read

LL] "

sssss NAVe scrutinies in hand of their functions or activitieg...'




instead of "have already scrutinised ....".

And at paragraph 5 the first sentence should perhaps be "...together
with the cost ...." and the second sentence "an analysis of The cost
of its administration ....".

I spoke to Clive Priestley about these changes and he did not object.

For convenience the text of the Parliamentary Question and Answer
as amended are below.

A copy goes o Clive FPriestley.

W
Lo ¥ E s TR VW v.a.’n_,,‘

i f—mr f-:_ﬂm-

T J ROBINSON
Acting Private Secretary




DRAFT OF 23 OCTOBER 1979

DRAFT WRITTEN ANSWER

To ask the Prime Minister if she will make a statement on promoting

the effectiveneas of Government operations

Adlini _ : . o :

o e Ministers in charge of the principal departments have
scrutinies in hand of one or more of their functions or achtivities
in collaboration with Sir Derek Rayner. [ These scrutinies are
being completed now and the overall results will be reported to the
House in due coursel.

2e The Govermment has now decided on a continuous and selective

programme of similar scrutinies. These will be undertaken personally

by Ministers 55’535325?755_E§5£}¢menta, with the assistance of their
senior officials and of Sir Derek Rayner. The ground work will be
done for the Minister by one or more officials within his Department;
’? these officials will be instructed to take a radical view of their
'

task. Most reviews will deal with both the policy and operational

agpects of the activity examined. All will be addressed to such
?br.isic questions as the yalue added to the public good by the activity
' examined and constraints upon its greater effectiveness and economy.

s The number of reviews to be conducted in any one year depends

upon the size and character of departments, but each Minister will con-
duct at least one while Ministers in charge of principal departments
will do more. It is intended that reports should not usually take

more than 90 working days to prepare and that all should lead to action
which should be completed or, if the recommendations made are very

far-reaching, at least initiated within 12 months.

4. Existing arrangements for staff inspection and organisation and
methods work will be retained, but the new arrangement for the scrutiny
of operations will supergpde those for Programme Analysis and Heview.

The management review programme will be retained for the time being.




e Ministers will also scrutinise each year the cost of running

their Department, that is, broadly the costs of staff and adminis-

tration together with the cost of such relevant common services as
accommodation. Each year too the Government will consider an analysis
of the cost of its administration as a whole, dealing in particular
with the main elements of these costs and with movements in them.

6. Most Civil Servants want to provide services to Ministers and

the public that are cost-effective and in which they can take a pride.
I attach great importance to this. Ministers will seek constructive
contributions from their staff and encourage them to recommend ways

in which the resources in their charge can be better used.
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10 DOWNING STREET

From the Principal Private Secretary ; 17 October 1979

Vel iy

Efficiency and Waste in Central Government

The purpose of this letter is to confirm the arrangements to
be made following Cabinet's discussion of recommendations by
Sir Derek Rayner in his minute to the Prime Minister of 30 August
(C(79)39).

The Cost of Administration

The Chancellor of the Exchequer, the Lord President of the Council
and Sir Kenneth Berrill are invited to arrange for Cabinet to receive
each year a statement on the cost of government, as recommended in
paragraph 17a. The Prime Minister would be grateful if the Lord
President took the lead on this, .,

The Prime Minister would also be grateful if Ministers would
arrange for the scrutiny of the cost of running their departments,
as recommended in paragraph 4 of the minute. Sir Derek Rayner will :
in due course be advising Ministers about methods that might helpfully
be used in the costing of overheads and the supply of management
information.

Specific functions

Ministers are invited to arrange for the scrutiny of one or more
of their Department's functions, together with the associated use of
staff, administrative expenditure and overheads, as recommended in
paragraphs 13-15 of the minute. These functions should be character-
istic of the Department and significant in their use of resources.

Notification and commencement

Ministers are invited to send the Prime Minister by 23 November
their proposals for the first year of scrutinies and to copy them
to Sir Derek Rayner. The Prime Minister will then arrange for the
collation of the proposed scrutinies, as recommended in paragraphs
16 and 17b of the minute. It should be possible to start the programme
of scrutinies soon after the beginning of the new year, but if Ministers
wish to make an earlier start they are invited to indicate this.

Differences between the functions and circumstances of depart-

ments may suggest practical differences in procedure, but the essential
characteristics of the scrutinies are that each should be undertaken

* | by a suitably qualified




l
T [

4 i
. g’ a suitably qualified official, normally at Principal or Assistant
Secretary level, working to the Ministerial head of his Department
in consultation with his Permanent Secretary and Sir Derek Rayner's
unit; that their terms of reference should be agreed with Sir Derek
Rayner; that it should not usually take longer than 90 working days
to prepare the report and that the report should lead to action which
should be completed, or initiated in the case of substantial
recommendations, within a year.

Interim guidance on the conduct of scrutinies may be obtained
from earlier papers on the conduct of "Rayner projects". These
are Sir Derek Rayner's note to Permanent Secretaries of 4 June and
the notes issued to project officials by his office on 22 June,

31 July and 17 and 21 September. These notes will be consolidated
as soon as possible for circulation to Ministers, but preparatory
action need not await the arrival of the composite version.

The Prime Minister has asked Sir Derek Rayner to assist her
colleagues and herself by circulating as soon as possible his report
on the projects now nearing completion in departments; by heloing
with the follow-up to 'and implementation of particular recommendations;
by helping to apply such lessons of more general application as may
also emerge from them; and by associating himself with scrutinies
under the new programme, much as he has done in respect of the
projects mentioned above (sece paragraph 6).

Programme Analysis and Review

The present arrangements for PAR have been superseded by the new
arrangements described in this letter.

National and Departmental Staff Sides

The Secretary General of the National Staff Side has been
informed by the Civil Service Department of the programme of cost
reviews and serutinies. A copy of the Civil Service Department's
letter will be sent to Permanent Secretaries.

It is suggested that Departmental Staff Sides should be informed
in the same terms as the letter to the National Staff Side.

The Civil Service Department will brief departments as necessary
on points in which staff sides may be interested, but the Prime
Minister has asked me now to emphasise Cabinet's wish that the new
programme should be presented in such a way as 1o invite and attract
the willing co-operation of staff. In particular, it should make
clear that while the scrutinies will challenge the reason for
functions and may well lead to the reduction or cessation of some
activities, its chief purpose is to make continuing functions more
cost-effective.

I am copying this letter to the Private Secretaries of members
of the Cabinet and of the Minister of Transport and to S8ir John Hunt,
Sir Ian Bancroft, Sir Kenneth Berrill and Sir Derek Rayner.

Joes sy
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REORGANISATION OF MR WILDING'S GROUP ,,?:‘

19 October 1979

7k ]

ON(79)128 of 20 September announced that, with effect from 29 October there would

be a new 'nder Secretary command headed by Mr A W Russell reporting to Mr Wilding.
The creation of this will entail a transfer of certain staff and responsibilities
from the existing Management Services command under Mr Pearce and the Manpower
command under Mr Bamfield. The aim of the changes is to provide in the new command
a clear focus within CSD for reviewing the cost of individual Departmental
functions and activities and of the provision of common services and for encouraging
cost consciousness generally.

NEW COMMAND - FUNCTIONS AND PROGRAMMES (FP) GROUP
2. The new command will consist of the following Divisions:

a. Division FPI will be responsible for CS5D's role in relation to the
continuing programme of work by Departments on efficiency reviews of particular
functions and activities which the Govermment has launched in accordance

with recommendations of Sir Derek Rayner. It will be headed by

Mr R H Wilson, on loan from the Treasury, and he will be supported by

Mr D W Rayson and Mr P G F Davis, on transfer from PM4 and CSSB respectively.

b. Division FPIT will be responsible for developing those aspects of the
work of the existing MS(CG) Division concermed with achieving greater economy
in Civil Service activities and services common to a number of Departments,
including functional reviews, examination of staffing formulae and the
Transport Economy Unit, The responsibilities for the control of manpower
and related sources in PSA, HMSO and COI currently dealt with by Manpower 3
Division will be transferred to this Division. Mr Good, Head of the existing
MS(G) Division, will be in charge of Division FPIT, The precise allocation
of his staff from MS(G) to the new command and to Mr Pearce's command

(see below) has not yet been determined but will be announced as soon as
possible. Mr Byers (on transfer from Organisation Division) will deal with
the responsibilities transferred from M3 Division, in addition to any other
duties within the Division assigned to him.

c¢. The Staff Inspection and Evaluation Division (SIED) -

The Chief Staff Inspector will report direct to Mr Russell, SIED will
continue to provide its present range of services for the rest of CSD.

MR PEARCE'S COMMAND - MANAGEMENT AND ORGANISATION GROUP

3. Management Services and Machinery of Covernment Divisions will be collectively
kmown as the Management and Organisation Group, There will be no change in the

title of MG Division.  Mr Russell will be succeeded in charge of it by

Mr E Osmotherly on loan from Department of Transport, New names for the

MS Divisions will be announced. It is intended that Mr B W Smith will addi tionally
assume charge of those parts of MS(C) which will not transfer to Mr Russell's command.




MR BAMFIELD'S COMMAND - MANPOWER GROUP

4. As indicated above, responsibility for SIEB and for the control of manpower

and related sources in the P5A, HMSO and COI will be transferred from the
Manpower Group to Mr Russell's command.

PS 15/012
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From the Principal Private Secretary 17 October 1979

i

Efficiency and Waste in Central Government

The purpose of this letter is to confirm the arrangements to
be made following Cabinet's discussion of recommendations by
Sir Derek Rayner in his minute to the Prime Minister of 30 August
(C({79)39).

The Cost of Administration

The Chancellor of the Exchequer, the Lord President of the Council
and Sir Kenneth Berrill are invited to arrange for Cabinet to receive
each year a statement on the cost of government, as recommended in
paragraph 17a. The Prime Minister would be grateful if the Lord
President took the lead on this.

The Prime Minister would also be grateful if Ministers would
arrange for the scrutiny of the cost of running their departments,
as recommended in paragraph 4 of the minute. 8Sir Derek Rayner will
in due course be advising Ministers about methods that might helpfully
be used in the costing of overheads and the supply of management
information.

Specifiec functions

Ministers are invited to arrange for the scrutiny of one or more
of their Department's functions, together with the associated use of
staff, administrative expenditure and overheads, as recommended in
paragraphs 13-15 of the minute. These functions should be character-
istic of the Department and significant in their use of resources.

Notification and commencement

Ministers are invited to send the Prime Minister by 23 November
their proposals for the first year of scrutinies and to copy them
to Sir Derek Rayner. The Prime Minister will then arrange for the
collation of the proposed scrutinies, as recommended in paragraphs
16 and 17b of the minute. It should be possible to start the programme
of scrutinies soon after the beginning of the new year, but if Ministers
wish to make an earlier start they are invited to indicate this.

Differences between the functions and circumstances of depart-

ments may suggest practical differences in procedure, but the essential
characteristics of the scrutinies are that each should be undertaken

/ by a suitably qualified
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by a suitably qualified official, normally at Principal or Assistant
Secretary level, working to the Ministerial head of his Department

in consultation with his Permanent Secretary and Sir Derek Rayner's
unit; that their terms of reference should be agreed with Sir Derek
Rayner; that it should not usually take longer than 90 working days
to prepare the report and that the report should lead to action which
should be completed, or initiated in the case of substantial
recommendations, within a year.

Interim guidance on the conduct of scrutinies may be obtained
from earlier papers on the conduct of "Rayner projects'". These
are 3ir Derek Rayner's note to Permanent Secretaries of 4 June and
the notes issued to project officials by his office on 22 June,

31 July and 17 and 21 September. These notes will be consclidated
as soon as possible for circulation to Ministers, but preparatory
action need not await the arrival of the composite version.

The Prime Minister has asked Sir Derek Rayner to assist her
colleagues and herself by circulating as soon as possible his report
on the projects now nearing completion in departments; by helping
with the follow-up toland implementation of particular recommendations:
by helping to apply such lessons of more general application as may
also emerge from them; and by associating himself with scrutinies
under the new programme, much as he has done in respect of the
projects mentioned above (see paragraph 6).

Programme Analysis and Review

The present arrangements for PAR have been superseded by the new
arrangements described in this letter.

National and Departmental Staff Sides

The Secretary General of the National Staff Side has been
informed by the Civil Service Department of the programme of cost
reviews and scrutinies. A copy of the Civil Service Department's
letter will be sent to Permanent Secretaries.

It is suggested that Departmental Staff Sides should be informed
in the same terms as the letter to the National Staff Side.

The Civil Service Department will brief departments as necessary
on points in which staff sides may be interested, but the Prime
Minister has asked me now to emphasise Cabinet's wish that the new
programme should be presented in such a way as to invite and attract
the willing co-operation of staff. In particular, it should make
clear that while the scrutinies will challenge the reason for
functions and may well lead to the reduction or cessation of some
activities, its chief purpose is to make continuing functions more
cost-effective.

I am copying this letter to the Private Secretaries of members
of the Cabinet and of the Minister of Transport and to Sir John Hunt,
Sir Ian Bancroft, Sir Kenneth Berrill and Sir Derek Rayner.

\14\4'\ s.--‘«xv.l-l'
Koy
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Sir Derek Rayner's office would like you to send out the

attached "Dear Private Secretary'" letter, following Cabinet discus-
sion of Sir Derek's submission to the Prime Minister. 1 attach at
flag A the Cabinet paper, and at flag B Mr. Priestley's covering

minute.

In theory, this circular could also go from Sir John Hunt's
office, Sir Derek Rayner's office, or the C.S8.D.. The C.S5.D.
is inappropriate because of.the strong view in Cabinet that C.S.D.
should not be allowed to "bureaucratise'" the Rayner exercise.
Sir Derek is a little diffident about sending out these instructions
himself. I think he is right in this case. His attendance at
Cabinet is unusual, and the executive instructions following the
Cabinet decision should be seen to go out in the Prime Minister's

name .

This leaves a choice between the Cabinet Office and ourselves.
The central government work on this is going to come back to the
C.5.D. in the long run, and this is one reason for the instructions
to go from here in preference to the Cabinet Office. I do not think
that Cabinet Office would resist being asked to do so, but this is

not really subject matter which they would normally handle.

The draft has been discussed with Cabinet Office, C.S5.D. and
Treasury. At first sight, paragraph 5 may seem to give the Prime
Minister more of an executive role than we would wish. But there
are advantages in this presentation. It will permit us to ask the
C.5.D. to look at proposals, whilst we can also ensure that the C.S.D,
do not try to take over the exercise in the heavy-handed way which

is feared by a number of the Prime Minister's Cabinet colleagues.

For these reasons, I think that you should - exceptionally -
send out the letter. The draft clearly reflects the various direc-
tions the Prime Minister has given in discussion over the last few

weeks, and I think it could be dispatched without further clearance

W

from her&

17 October 1979










MR PRIESTLEY

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

Thank you for your minute of 10 October. In the time available we
have not been able to consult the other recipients; no doubt they
will let you have their own comments.

p We have the following points on the draft letter from
Mr Whitmore:-—

Paragraphs 2 and 3

The Lord President is away, but we are sure that he will be
content to take delivery of the remit in paragraph 3. We are
inelined to think that the best time for this will be in July
or September when Ministers have seen the Public Expenditure
survey figures and can take a view of their "administrative
cost" component. But this need not be finally settled yet, or
referred to in the draft letter. This paragraph might come
before paragraph 2. We suggest that old paragraph 2 might read
as follows:-

"The Prime Minister would also be grateful if Ministers
would arrange for the secrutiny of the cost of running
their departments, as recommended in paragraph 4 of the
minute. Sir Derek Rayner will in due course be advising
Ministers about methods that might helpfully be used in
the costing of overheads and the supply of management
information."

We suggest this change because it seems better to consider what
advice should be given to departments before encouraging them
to get started; and because we suppose that Sir Derek's advice
is likely to cover costing as well as, or more accurately as
part of, management information. There are some gquite important
questions here about what Ministers should aim to do and what
tools they will need in order to do it.

It is not too difficult to pick out a series of costs such as
postage, travel and subsistence, and review whether they are
rising or falling across the department as a whole, and the
reasons for the change. If one then wants to add the costs

which are attributable to the department but are actually incurred
elsewhere (see the footnote to para 1 of Sir Derek's minute),

it is necessary both to make sure that the information is avail-
able from the common service department concerned and to consider
the purpose of adding it in (civil superannuation is an example
where the purpose seems obscure). But if one then wants to go
further and consider the total costs of the different activities

1
MANAGEMENT IN CONFIDENCE




and functions of the department in order to assess their cost-
effectiveness (or even simply to know where the money is going),
a different set of tools, is needed, which exists in guite a
highly developed form in parts of some departments but hardly
at all in others. ©Should we not consider, with Sir Derek and
the other central departments, what Ministers should be invited
to aim at, if necessary in stages, as the first step?

The Rayner project in DOE will no doubt provide some helpful
pointers to this. And we are very ready to contribute whatever
may be helpful from our knowledge of management information and
accounting systems. But before we contribute to the paper you
have suggested, we should again find it helpful to discuss with
Sir Derek the aims of the operation so that we can decide what
comments and information might be most wuseful to him.

Paragraph 5

If the points made above are accepted, departmerfs will hardly
be ready to let the Prime Minister know by 23 November how they
propose to conduct their annual reviews of costs. The words
"the arrangements and of" in the first sentence might
be omitted. We suggest that this would not matter greatly. If
these reviews are to be searching and not perfunctory, it will
be worthwhile to spend a few weeks in doing our best to ensure
that they are properly based.

Paragraphs 6 and B

As you point out, these paragraphs do not specify the part to

be played by the central departmene as agreed in general terms

by the relevant Cabinet minutes (CC(79)16th, Item 5). We are
content with this for the purposes of the initial letter to
departments. We think however that it will be necessary at

quite an early stage to let them know what the arrangements will
be. It will also be necessary to give the National Staff Side
more details soon. For the moment we are answering their queries
by referring to the role spelt out in paragraph 17 b, of

Sir Derek Rayner's minute to the Prime Minister.

Paragraph 10

I see from my copy of your minute to Sir Derek Rayner of 10
October that you envisage the formal letter, prepared by CSD

in consultation with Sir Derek, issuing from this department.

We think that would be appropriate and what the Staff Side would
expect. It might be sensible to clarify this be inserting "by
the CSD" after "shortly". We are of course entirely happy that
Sir Derek should meet the Staff Side again; if one of the pur-
poses of the meeting were to answer gquestions arising from the
letter (as seems probable), we suggest that he might be accomp-
anied by a C5D representative.

Paragraph 12

If the letter to the Staff Side is copied to Permanent Secretaries
as you suggest, a further briefing document may not be needed.
But we shall be happy to supply one if it is, and to clear it

with Sir Derek. .
MANAGEMENT IN CONFIDENCE
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3. You also raise the question of a Parliamentary announcement.
Given the considerable Parliamentary interest both in Sir Derek's
project and (in the past) in PAR, we are inclined to think that a
Parliamentary question would be & good thing quite soon after Farlia-
ment reassembles; again we will gladly consult you as well as the
Treasury and CFPFRS over the draft.

4. Copies go to the recipients of your minute.

Bm@ﬁ‘h’\,—'

DAVID LAUGHRIN
PS/Sir Ian Bancroft

17 October 1979

3
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CABINET OFFICE
70 Whitehall, London swia 245 Telephone o1-§30i538 28 233 8224

9 October 1979

Andrew Pinder Esq
The Board Room
Inland Revenue
somerset House
Strand WCZ2

THE RAYNER PROJECT

Thank you for your letter of yesterday morning. It arrived
fortuitously, as the Prime Minister is interested in including

in a speech at Blackpool later this week a reference to the
subject in a section on "efficiency and waste" in central govern-
ment. I enclose the copy of a piece I kmocked off hurriedly

last evening and gave to Mike Pattison at No. 10. If ¥Du or

Lord Cockfield's office (to whom I am copying this letter) have
any comments on the enclosure, will you please liaise with each
other and pass an agreed message to Pattison today?

s

& As to the note on {DUT preliminary conclusions, I found it
in the main clear and helpful and have, at this stage, only a

few points for you to consider, as follows:

a. What is -the cost of the P45 procedure in terms of staff,
printing etc?

b. How much of this is aborted by the failure to submit
Parts 2 and 3 to new employers?

What is the cost of the P46 procedure, on the same
basis as for a. above?

Both the P45 and P46 procedures are critically dependent
on the production and handling of pieces of paper. Must
this be so? Is there a history of aborited computerisation?
what do other countries do? (I am astounded by your
reference to "10 miles of extra shelving" each year.)

Please be as specific as possible about the savin%s
attributable to the proposed questionnaire substituting
for the tax returns required under P46 procedure and
about the costing of the "more imposing™ P45.
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INLAND REVENUE: MOVEMENTS FORM, P45

This is & three-part, carbon-backed form, When an
employee leaves, his employer sends Part 1 to his Tax
DistriutMginnPartaamﬂatotheamylma. The
emplomgiﬂatham.nrilmppuudtogiuthm to his
new employer,

s~ The new employer keeps Part 2, This enables him to pay
3 BYE correctly, He senis Part 3 to his Tax District, so that
" the Inland Revenue can - eventually - compare it with Part 1,
as a check on what the employee says sbout his personal circum-
ntancastndinurdsrtonkamhxmmmntstovhi&hhs

About 9m M58 ave handed gut each year, But nearly hal?
of the people who change thnirjubsdumthnndi_ghrtuf and
3. _

This starts a whole new procedure - the P46 - under which
the Inland Bevenue send out Sm new tax returns in order to
restore the employee to the record.

This 15 an expensive operation, And much of it is unnecessary,
Many employees cannot produce Parts 2 and 8 straightaway because
they work for employers with a centralised payroll, who cannot
produce the P45 in time for the last day at work, but sen? it on
by post. And the M6 is expensive to print, to handle and to
send out.

_. Simply by building = short delay iicthe yules which trigger
Pi6, we can save staff doing several mmdred dull jobs and &n
immense amount of paper handling, We can also save employers and
employees worry and vexation by other simplifications in the
procedures in Parts 2 and 3,

This 18 a case where we can't do without paper - not least
ifnmttahMrtntupanl-h:titium'hsmh;
taking careful thwghtnmmattortmﬂmr.
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Social security i1s big business:

- Over £15,000 million - nearly _I; of public expenditure = is spent
_——

each year on -1,000 million social security payments

Over 30 benefits are being paid at any one time to uver 15 million

people and dependents

Over 100,000 staff work on socinl security benefits in DHSS and

Department of Employment, mainly in 1500 local offices.

2. DH55 spends about L750 million a year - %k of benefit expenditure - on sccial

security administration:
- + goes on awarding benefits initially
® - goes on maintaining a person's benefit at the right amount

e I goes on paying benefits.

5. Helf the monev spent on peying bernefits

work done over post office counters.

L. Over 90% of social securily payments are made weekly by order books with

"foils" cashable only at post offices.

S For each payment made it costs about:
- 20p=-35p for an order book foil
e 45p-bSp for a payable order

e S0p-tlp for a girc cheque

B Over 5 the population uses a current bank account and over £

population has a bank or some other account.

e Paying benafits weekly by order book costs about £10 a year: to pay
L-weekly by credit transfer to bank acecounts would cost about £2 a year.




10 DOWNING STREET

From the Private Secretary

MR PRIESTLEY

The Prime Minister has seen your minute to
me of 5 October about the steps which Sir Derek
Rayner now has in mind to publicise the
Government's commitment to improved efficiency
and reduced waste in central Government, follow-
ing the Cabinet's endorsement of the programme.

She is content for Sir Derek to proceed
a5 proposed, and considers that this would now
be wvaluable.

I am sending copies of this minute to
Mr. Laughrin in Sir Ian Bancroft's Office and
to Mr. Vile in the Cabinet Office. with a copy
of your minute to me.

8 October 1979




10 DOWNING STREET

From the Private Secretary

MR LAUGHRIN

Thank you for vour letter of 3 October
with which you enclosed a note about the
role of the Exchequer and Audit Department
in the pursuit of efficiency. The Prime
Minister was grateful for this clarification.

It would be helpful if you could
provide a more detailed note about the
development of the work of the EgAD to which
you refer in your letter. Perhaps you
could arrange for this to reach me by
Monday 22 October.

L.

8 October 1979




DEPARTMENT OF HEALTH & SOCIAL SECURITY

Alexander Fleming House, Elephant & Castle, London sgt ﬁB‘!)‘ e 5‘ A 3%
Telephone o1-407 5522

From the Secretary of State for Social Services /w

5 October 1979 A

Mike Pattison Esq
Private Secretary
10 Downing Street
LONDON

SW1

e

MANAGEMENT AND EFFICIENCY

You asked for a form of words that might be used by the
Prime Minister next week if she wished to refer to the
'Rayner Exercise' and in particular to the findings of
the team working in this Department. A draft is attached.
The square brackets at the end of the passage are to
sound a note of caution on two counts. It will be 2 - 3
years before the changes could be fully implemented.
Moreover the changes will have to be negotiated with the
various parties concerned, not least the Post 0ffice, and
these negotiations may be made more difficult if these
are publicised as firm proposals.

Yours sincerely
Se

D Brereton
Private Secretary




The Civil Service too often takes for granted that what was good enough

in the past is good enough today. The private sector is forced by the
discipline of the market place constantly to seek better ways. If we

are to cut out waste, Government Departments must ask much more freguently
the question "Why are these things done at all?" "Are we doing them as

efficiently as we can?"

I asked Sir Derek Rayner to help with this work. ZEarly results are most
encouraging. Departments have already come up with ideas which could
save millions of pounds a year. We want more of this, and Ministers must

press ahead. It is not only the taxpayer who benefits. It is also those

who use Government services. zr.Fur example a study conducted by DHSS

into paying social security benefits has thrown up possibilities for large
administrative savings if some people could be paid benefits fortnightly
instead of weekly and if more use could be made of banks to pay these
benefite. At present very large numbers of people have no choice but to
collect relatively large sume of money from Post Offices - often they have
to go every week = and virtually no use is made of accounts at banks or
building societies. This can be costly to the taxpayer, inconvenient for
many people and dangerous for the penaionerL?




cc: Mr. Wolfson
Mr. James

PRIME MINISTER

This note from Sir Derek Rayner's office seeks your

authority for Sir Derek to undertake some careful publicity.

I think that this, properly handled, would now be wvaluable.
You have previously agreed that Sir Derek should use his own
judgment on publicity. Following his attendance at Cabinet,
I suggested that his office should specifically seek clearance
for further publicity at this stage, to avoid any suggestion

that Sir Derek had leaked information about Cabinet matters.

Agree that Sir Derek may go ahead with the limited publicity

he proposes?

A _
L : 2 Ddtb\m:

.
/ M. A (odbrio

e

5 October 1979
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SPEAKING NOTE

Sir Derek Rayner came to Cabinet on 4 October to tell us
of progress with the projects. He has now reported further to me
on these projects and on the proposals which Ministers have put to

him for the first round of the scrutiny programme.

1 am delighted with the progress you have been able to make
with Sir Derek's assistance. .I am particularly grateful for the
effort that Ministers personally have been able to put into a

number of these projects.

But what has been done so far in most cases - the analysis -
is the easiest part. We must now make sure that the recommended

results do not evaporate. I realise that the projects producing the

biggest recommendations are also the most controversial. Where

necessary the policy implications must be properly sorted out

between Ministers. This must be done quickly.

would like each Minister, with Sir Derek's help as appropriate,

put his weight behind implementing the recommendations
work out a clear plan of action, with a timetable
make sure that he or his Permanent Secretary takes personal

charge of meeting the plan of action within the timetable.

/There are




There are some general lessons to be drawn from particular
projects. I shall be asking the Civil Service Department, again
with Sir Derek's assistance, to bring these lessons to the attention
of other Departments where they can be applied; I hope that wou

will ensure that these lessons are taken as seriously as those

which arise from the projects within your own Departments.

I intend to ensure that we publicise what is coming out of

this work.

I have also discussed with Sir Derek the scrutiny proposals
for next year. I have asked him to have some of the proposals
reconsidered, to keep in touch with progress on all of them, and

to Keep me informed.
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CABINET DISCUSSION ON SIR DEREK RAYNER'S PROPOSALS
I understand that when Sir Derek Rayner saw the
Prime Minister yesterday, the Prime Minister

asked about the relationship of the work of the
Exchequer and Audit Department to Sir Derek's
proposals for reducing waste and increasing
efficiency in the Civil Service,

I attach a short note on this which I hope can
serve 88 additional briefing for the Prime
Minister for tomorrow's Cabinet discussion. If
the Prime Minister is interested in & further more
detailed note about the development of the work

of the E&AD, we would be happy to provide one.

I am copying this to Jim Buckley (Lord President's
office) and Gary Rogers (Minister of State's

office
Vm':. Sucerely
ol
DAVID LAUGHRIN
Private Secretary
CONFIDENTIAL




CONFIDENTIAL

EXCHEQUER AND AUDIT DEPARTMENT (E&AD) AND THE PURSUIT OF EFFICIENCY

E&ADYs work is broadly directed at 3 aBpects of expenditure by
departments:-

a, &a check that money has been spent on the purposes for which
Parliament voted it and for compliance with any legal requirements;

b, &an examination of departmental procedureﬂ for controlling
the spending of its money;:

c. & search for evidence of wasteful or extravagant expenditure
Atm test whether a department is getting "value for money"™ (without
getting too directly involved in wide-ranging reviews of govermment
policy as such).
2. This external probing of departments by E&AD is a wvaluable
stimulus to efficiency, and the present Comptroller and Auditor General
is indeed improving the way that it exercises this role. But it will
continue to carry out an independent audit on behalf of Parliament and,
after the event, expose for criticism what has, or looks as if 1% has,
gone wrong.

3 Sir Derek Haymer has consulted the Comptroller and Auditor General
about his own proposals, and E&AD may indeed be able informally to
suggest good subjects for scrutiny under them. But Sir Derek Rayner's
recommendations serve a different purpose. They should enable the
Government itself to exert a tighter grip on efficiency (and thus

incidentally leave fewer weaknesses for the auditors to get hold of).

4. The Raymer programme needs some central stimulus and co-ordination.
There are two reasons for this. The first is to awvoid the risk of the
programme's running away into the sand of inertia in departments. The
second is to make it possible to apply lessons learnt from the programme
across departments as a whole. But this is a job for & central part

of the Executive and not for an independent auditor acting on behalf

of the Legislature. It falles most aptly to CSD - which ultimately
reports to the Prime Minister HE?Eﬁfg_EE_MTﬁiﬁter for the Civil SBervice -
because of its control of staff and administrative expenditure and its
respongibilities for the efficiency of the civil service.

B In sum, the working of the Rayner proposals and E&AD's external
audit (=so far as it bears on efficiency) should be complementary. It
will be sensible to keep those involved informally in touch so that they
can effectively reinforce: each other. But their primary roles are
different and should be kept distinct.

CONFIDENTIAL
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Efficiency and Waste in Central Government
(C(79) 36)

You have already discussed this paper with Sir Derek Rayner and me,
and you have his brief and a copy of his speaking note, My brief is therefore
confined solely to handling and to conclusions,

HANDLING

2 We are breaking new ground by inviting Sir Derek Rayner and his two
supporters to talk to the Cabinet, You will want to welcome them (Rayner
himself, Mr C.5. Ponting of MOD and Mr N.R. Warner of DHSS), You might
thank their Ministers for allowing them to attend.

i, You might remind Cabinet that you gave Rayner three jobs to do

initially:
(i) Cutting down on demands on the public, firms, etc. for
information; this is in hand,
(ii) Getting rid of 'conventions' which inhibit efficient management;
this, too, is well in hand.
(iii) Cutting out functions. You asked each Minister to designate
a suitable young official in his Department to carry out a quick
study of potential targets, Two of the earliest reports to
come in, from MOD and DHSS, are very promising. And you
thought Cabinet would enjoy hearing about themm. You are not
pointing the finger at any individual Departments: the object is
to show what can be done, given co-operation and Ministerial
support, to eliminate inefficiency and waste even in the best-run
Department,
4. You have circulated (C(79)39) a very good minute by Derek Rayner,
about the next steps. One of his suggestions is that there should be a regular
system of 'scrutinies' in Departments. The pilot projects which Rayner has

already carried out show what can be done. The idea is that Ministers in




CONFIDENTIAL

charge of Departments themselves should undertake this work. It is nota
question of the centre arrogating the responsibilities of Departments, The
role of central Departments will be limited to giving the thing a push, reviewing
progress periodically, and ensuring that lessons are read-across from one
area to another.

B When Rayner and his two assistants have had their say, you will want
the discussion to go round the table. It will probably be helpful to call the
Chancellor and the Lord President first, as both of them will speak in support
of Rayner. The Home Secretary is also an ally, We had expected the Secretar
of State for Defence to be hostile, but it will be difficult for him to argue that
everything is under control, following Ponting's horror stories, [ supggest

you avoid too much discussion of the detail of the scheme, and concentrate

on getting agreement that the new system is desirable, and on the target date

of 23rd November for reports on the first batch of topics to be tackled, You

could leave it open whether Cabinet should have a further discussion when you
see the first list. (You may find it useful to have such a discussion to put
pressure on reluctant Ministers, )
CONCLUSIONS
6, The formal conclusions to record at the end of the meeting might be;-
(i) to welcome the first indications of success in the Rayner
studies;
(ii) to endorse the proposals in his minute, circulated with C(79) 39;
(iii) to agree that all Ministers in charge of Departments should send
their initial proposals for 'scrutinies' to .."__ym_i_F .|"__and the
Lord Presidenﬂ by 23rd November;
to note thatyou will consider holding a further Cabinet discussion

about that list at a later stage,

(9

(John Hu;nt}

3rd QOctober 1979




From the Private Secretary

Mr. Vile

Sir Derek Rayner and Sir John Hunt yesterday met the Prime
Minister to prepare for tomorrow's Cabinet discussion of
S5ir Derek's paper on Waste and Efficiency in Central Government.

As a result of the discussion, the Prime Minister asked
S8ir John to arrange for Messrs., Pon ting and Warner to repeat at
Cabinet the presentations they made to her about their individual
Rayner projects. She asked Sir Derek Rayner to introduce his
paper in a way which would quote the likely conclusions of a
number of his individual studies, so that the later presentations
by Messrs. Ponting and Warner would not in any way appear to be
singling out their Departments and their Secretaries of State
for publiec criticism,. I understand that arrangements for the
presentation at Cabinet have been put in hand, and that Mr. Priestle
has promised to ensure that the Secretaries of 8tate concerned
are aware that members of their staff will be called into Cabinet
for this purpose.

During the meeting, there was some discussion of the
demands made within Government for statistical information,
and the requirements placed on small companies to provide raw
material for such statistical reporting. S3ir John Hunt said
that he wished to discuss this whole field with Sir Derek Hayner,
as an overall examination of statistical requirements was more
likely to identify possible savings than an examination of
individual statistical series. I know that the Prime Minister
has a particular interest in this question, and I would be grateful
if you and Mr. Priestley could arrange to keep us in touch with
developments on this front,

The meeting concluded that prime responsibility for further
work, on the lines initiated by Sir Derek Rayner, must rest with
Departments themselves, although the CSD would need to be kept
in the picture, primarily to ensure that the results of the most

/ informative




informative work could be shared between Departments. This

need not be taken further until after the Cabinet discussion,

but the Prime Minister did ask whether there could be some
widening of the role of the Comptroller and Auditor General's
Department, to assist Ministerial Heads of Department in the
management role to which they were now being asked to give
careful attention. The Prime Minister was advised that it would
be difficult to ask this of the Comptroller and Auditor General,
as he was answerable to the Public Accounts Committee.

Mr. Priestley mentioned that the recent management review

of the Comptroller and Auditor General's Department had indicated
some movement in the direction which the Prime Minister had in
mind, and he offered to provide a note on this. The Prime
Minister will be interested to hear more of this.

I am copying this minute to Mr. Priestley.

M. A. PATTISON

3 October, 1879.
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. NOTE OF A MEETING ON WASTE AND EFFICIENCY IN CENTRAL GOVERNMENT
HELD AT 10 DOWNING STREET AT 1630 HOURS ON TUESDAY 2 OCTOBER 1979

Present:-

Prime Minister
Sir John Hunt

Sir Derek Rayner
Mr, D. Wolfson
Mr, C. Whitmore
Mr. P. Mountfield
Mr. C, Priestley
Mr. N.R. Warner
Mr. C.S. Ponting
Mr. M.A. Pattison

The Prime Minister said that Sir Derek Rayner's paper, to be

taken at Cabinet on 4 October, identified the importance of Ministers
tackling their management role, Her concern was that many Ministers
would be uncertain how to pursue this, BShe was anxious to return

the administration of Government in Britain to its former status as
the best in the world. Recent attempts to get a grip on management
had been unsuccessful. At her request, the PAR system was now being
brought to an end, having failed to achieve its objectives in most
cases., Ministers found it difficult to tackle management questions,
even when they were aware of the areas requiring attention. She would

have to convince Ministers of the importance of this function.

Sir Derek Rayner said that she should first make Ministers aware

of the cost ofrunning Departments: Government administration was now costing
some £6 billion each year, Even the Rayner exercise had so far cost
£156 ,000,

After some discussion of individual examples of inefficiency,

Sir John Hunt commented that in Cabinet the Prime Minister should

avoid ad hoc: examples. She should get the concept across. The
task was for heads of Departments, with the assistance of Permanent
Secretaries and some bright younger staff, It must be the Secretary

of State, not a Junior Minister. He was concerned of the risk of the

eXercise becoming bureaucratised, and-iﬂrﬁt is reason the
1 L

f
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CONFIDENTIAL

responsibilities of central Departments in managing the exercise

ought to be limited. &Sir Derek Rayner said that the centre would

need to be involved to ensure some cross-fertilisation of the most
valuable ideas thrown up. But he agreed that the work should remain
the prime responsibility of Departments. The Prime Minister asked

whether the Controller and Auditor General's Department should have
a role to play. Its staff now seemed to preoccupied with simple
financial auditing., Mr. Whitmore pointed out that the Controller and

Auditor General was responsible to the Parliamentary Public Accounts
Committee, not to Ministers, Mr. Priestley said that the recent

management review of the Controller and Auditor General's Department
had moved in the direction which the Prime Minister seemed to have in

mind. He could provide a note about this.

Sir Derek Rayner introduced two of his case studies. Mr, Pnnting

had looked at Defence food procurement. He had found considerable
inefficiencies caused by overlapping between Services, poor lines of
communication, and inconsistency. It had taken the Department 2% months
to discover the cost of running the existing system. The conclusions
of his study had suggested that a once and for all reduction of food
stocks to three months - a war level - should secure a £12 million
saving., Other possible economies could offer savings of between

£1-4 million per year, with corresponding staff savings., Mr. Warner
had studied the method and frequency of payment of social security
benefits. Research into the possibilities of paying at fortnightly or
four weekly intervals, the possible role of banks, and consumer
reaction to such changes, had produced possibilities of administrative
savings of up to £30 million a year, There would be some consumer
resistance, some Civil Service union resistance, and major implications
for the Post Office, one-third of whose counter work was on behalf of
DHSS. Change-overs would take three to four years, and would involve

some awkward political decisions,

Sir Derek Hayner said that the next task on these exercises was
to ensure speedy follow up action. In the case of the defence study,
this must be seen to happen without waiting for a great overall review
of similar elements in defence procurement, The evidence had been
collected by Mr. Ponting getting out to see for himself, and would
therefore - fortunately - be very difficult to refute. Mr. Whitmore

=n =l B B
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commented that the Services had rationalised food procurement in the
1960s, on the basis of careful study, and had since argued that there
was no point in looking for further savings there because of that

rationalisation., The Prime Minister asked whether these were the two

best examples of the recent projects. 8Sir Derek Rayner said that

there were several other studies of similar calibre, although one or

two would be disappointing. Sir John Hunt commented that these two

examples would provide an excellent demonstration for Cabinet Ministers
of the importance of management. They also supported his view that
prime responsibility for such work must be with insiders in Departments.
Central: Departments could not ask the right kind of probing questions.
The Prime Minister felt that the Civil Service Department must have a

role in the follow up. Sir John Hunt agreed that this was necessary,
and thought that the Lord President of the Council should perhaps
take delivery of the Rayner studies, saving some of the Prime
Minister's time. The Prime Minister wished to see the results of all

studies:not least, this would allow her to enquire about follow up

as she visited Departments. The knowledge that she was likely to
enquire might help to encourage Departments to follow up the studies.

The Prime Minister asked whether Sir Derek's studies had produced any

instances of jobs that need not be done. Sir Derek Rayner said that

his studies had not concluded that any of the functions in guestion
were totally dispensable, although they had identified unnecessary

aspects. Mr., Priestley said that some elements of Government

statistical work might prove surplus to requirements., S8ir John Hunt

said that he wished to discuss this specific question with

Sir Derek Rayner in relation to the Central Statistical Office.

The overall demands of Government for statistical information needed
to be looked at,as a case for retaining most statistical reporting

could be made if each series of reports was examined in isolation.

The Prime Minister said that she had found these presentations

most valuable., They would serve to illustrate the purpose of the
Rayner project. In response to a suggestion from Sir Derek Rayner,
she asked Sir John Hunt to arrange for Messrs Ponting and Warner,
to repeat their presentations at Cabinet on 4 October. The Cabinet

JOffice
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Office would inform the two Departments in question that these
presentations would be made as examples. Sir Derek Rayner would
set these 1n context alongside the outcome of the Rayner studies

in other Departments, to avoid any implication that two Departments

had been singled out for public pillorying.

ghﬂctubﬂr 1979
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IOTE OF A MEETING ON WASTE AND EFFICIENCY IN CENTRAL GOVERNMEMT
IELD AT 10 DOWNING STREET AT 1630 HOURS ON TUESDAY 2 OCTOBER 1979

Present:-

Prime Minister
S8ir John Hunt

S8ir Derek Rayner
Mr, D. Wolfson
Mr, C. Whitmore
Mr. P, Mountfield
Mr. C. Priestley
Mr. N.R. Warner
Mr. C.S5, Ponting
Mr. M.A. Pattison

The Prime Minister said that Sir Derek Rayner's paper, to be

taken at Cabinet on 4 October, identified the importance of Ministers
tackling their management role, Her concern was that many Ministers
would be uncertain how to pursue this. She was anxiocus to return

the administration of Government in Britain to its former status as
the best in the world. Recent attempts to get a grip on management
had been unsuccessful. At her request, the PAR system was now being
brought to an end, having failed to achieve its objectives in most
cases. Ministers found it difficult to tackle management questions,
even when they were aware of the areas requiring attention. She would
have Lo convince Ministers of the importance of this function.

e bad v Fe
Sir Derek Rayner said that [she shuul@]firSt’make Ministers aware

.

of the cost ofrunning Departments: Govermment administrationwas now costing
some £6 billion each year, Even the Rayner exercise had so far cost ahed
£156 ,000,

After some discussion of individual examples of inefficiency,
aéﬁﬁg“mt ' ini
Sir John Hunt nted that in Cabinet the Prime Minister should
avoid ad_hoc: . examples, She should get the concept across. The

task was for heads of Departments, with the assistance of Permanent
Secretaries and some bright vounger staff. It must be the Secretary

of State, not a Junior Minister. He was concerned of the risk of the

eXercise becoming bureaucratised,, and for;this reason the
I . . " '
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responsibilities of central Departments in managing the exercise

ought to be limited. 3Sir Derek Rayner said that the centre would

need to be involved to ensure some cross-fertilisation of the most
valuable ideas thrown up. But he agreed that the work should remain
the prime responsibility of Departments. The Prime Minister asked

whether the Ccétroller and Auditor General's Department should have
a role to play. Its staff now seemed to preoccupied with simple
finaneial auditing. Mr. Whitmore pointed out that the Cqﬂtrﬂller and

Auditor General was responsible tu[&he Parliamend;ry Public-Accounts
Eemmittﬂé} not to Ministers, Mr. Priestley said that the recent
management review of the Cﬂétroller and Auditor General's Department

had moved in the direction which the Prime Minister seemed to have in
mind. He could provide a note about this.
.. N
B el s
Sir Derek Rayner introduced two of his ease-studies. Mr, Ponting

had looked at Defence food procurement, He had found considerable
inefficiencies caused by overlapping between Services, poor lines of
communication, and inconsistency. It had taken the Department 2} months
1o discover the cost of running the existiag system. The conclusions
of his study had suggested that a once and for all reduction of food
stocks to three months - a war level - should secure a £13 million
saving. Other possible economies could offer savings of between

£1-4 million per yvear, with corresponding staff savings. Mr. Warner
had studied the method and frequency of payment of social security
benefits. Research into the possibilities of paying at fortnightly or
four weekly intervals, the possible role of banks, and consumer
reaction to such changes, had produced possibilities of administrative
savings of up to £30 million a year. There would be some consumer
resistance, some Civil Service union resistance, and major implications
for the Post Office, one-third of whose counter work was on behalf of
DHSS, Change-overs would take three to four years, and would involve
some awkward political decisions. |

- n
ﬁ;um Ff'r 4
Sir Derek HRayner said that the next task on thesa—nxe#aiseadgas
O ensure speedy follow up action, n the case of the ence F
t s dy foll i 1 h f th ﬁbf i:ﬁﬂi
this must be seen to happen without waiting for & preat overall review

of similar elements in defence procurement. The evidence had been
collected by Mr. Ponting getting out to sece for himself, and would
therefore - fortunately - be very difficult to refute., Mr, Whitmore

e pe—1

AMTINTMITIAY
C-’f R D 50§ | i 1Mk Jecommented that
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commented that the Services had rationalised food procurement in the
1960s, on the basis of careful study, and had since argued that there
was no point in looking for further savings there because of that
rationalisation. The Prime Minister asked whether these were the two

best examples of the recent projects., Sir Derek Rayner said that

there were several other studies of similar calibre, although one or
two would be disappointing. Sir John Hunt commented that these two

examples would provide an excellent demonstration for Cabinet Ministers
of the importance of management. They also supported his view that

prime responsibility for such wor must be with insiders in Departments.
Centrals  Departments could nﬂE;Zakltﬁg right kind of probing questions.

The Prime Minister felt that the Civil Service Department must have a

role in the follow up. Sir John Hunt agreed that this was necessary,

and thought that the Lord President of the Council should perhaps
take delivery of the Rayner studies, saving some of the Prime
Minister's time. The Prime Minister wished to see the results of all

studies;not least, this would allow her to enquire about follow up
a3 she visited Departments. The knowledge that she was likely to
enquire might help to encourage Departments to follow up the studies,
The Prime Minister asked whether Sir Derek's studies had produced any

instances of jobs that need not be done, Sir Derek Rayner said that

his studies had not concluded that any of the functions in guestion

were totally dispensable, although they had identified unnecessary
et&. Mr. Priestley said that some elements of Government

statistical work might prove surplus to requirements. 8ir John Hunt

said that he wished to discuss this specific question with

Sir Derek Rayner in relation to the Central Statistical Office/f

The overall demands of Government for statistical information needed

to be looked at,as a case for retaining most statistical reporting

could be made if each series of reports was examined in isolation.

The Prime Minister said that she had found these presentations

most valuable. They would serve to illustrate the purpose of the
Rayner project, In response to a suggestion from Sir Derek Rayner,
she asked Sir John Hunt to arrange for Messrs Ponting and Warner,
to repeat their presentations at Cabinet on & Oectober, The Cabinet

P b
' i 1 Y 8
i

L:':l“l“ i:-"' --i-.l




CONFIDE!

Office would inform the two Departments in question that these
presentations would be made as examples. Sir Derek Rayner would
set these in context alongside the outcome of the Rayner studies

in other Departments, to avoid any implication that twc Departments
had been singled out for public pillorying.

2 October 1979
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SUPPLEMENTARY MATERIAL FOR TODAY'S MEETING WITH THE PRIME MINISTER

Central Government

2 % A copy of the Conservative P

‘a
26 September is attached. Please s

riy P
cC “Ih

olitical Broadcast on
ere underlined.

]

o "BS0" = Business Statistics Office. 1 am sorry that
this was not amplified in paragraph 8a. of the Speaking Note
as you asked.

3s The proposed US post in CSD (see para. 7e of the brief)
will have two Assistant Secretary divisions, one dealing with the
"Rayner programme" (one AS and two Ps) and the other with
functional reviews, cost consciousness and Staff Inspection and
Evaluation (one AS, 1 SP, 2 Ps plus supporters). The second
division may also be responsible for CSD's manpower control over
PSA, HMSO and COI and for its interest in accommodation policy.

Local Government

- The "fundamental questions™ which you raised with
ir Heseltine and subsequently with Mr Carlisle and Mr Fowler
re annexed.

=

0. Only DOE have answered them directly; you have seen
their comments, which are pretiy thin. You have also seen the
letters to you from Mr Carlisle and Sir Peter Baldwin. (You
will recall that in writing to lir Heseltine on 21 August

you told him that you would want to consult him on "the tenor
of my advice".)

6. Before I come to today's meeting with the PM, you may
like to know that Ministers are considering how to get a grip
on spendthrift local authorities through R3G, which at present
reignsimpartially on the frugal and the prodigal. 1 erstand
that the possibilities under debate are:” imposing cash limits
on_individual local authorities; introducing a sliding scale
related to either the level of pay awards or the levgf of rates;
and imposing a single cash limit on the entire RSG.

(& On today's meeting, we need to keep in mind the distinction
between your role as an adviser and the role of the PM's colleagues
as Ministers vested with authority. You are not executive and you
can "tackle waste" only in the sense of advising others how to do




so; the Pil may however look to you and to us as part of her
office to help her formulate the issues, get a sirategy going,
keep it going and get results.

8. One objective of today's meeling should be to suggest that
the relevant Ministers need to come together under the Pu's chair-
manship so that she can infuse them wiih her own sense of urgency
and determination. You were brought in because, although the Pil
original asked for Secretaries' ol State "own views", she believed
that she got in_repl¥ a run -around by their officials. The best
course now would be to grasp the Ministers firmly, identify the
targets and see how to go for them. ‘ ;

9; Your minute refers to the need for a "well-thought out
strategy'. I would see as the main elements in this the
answers to the following questions:

RATEGY FOR PROMOTING VALUE FOR MONEY AND REDUCING WASTE
N LOCAL GOVERNMENT

What is the target or the range of targets?

eg Local politicians' indifference or lack of
competence

Overmanning

Too much administration
Poor management

Poor quality services
Poor project control

Poor central control over resources

What forces are already attacking these targets
Tocally

-
'l

eg Particular good authorities, local politicians
Collective agencies - District Audit Service,
LAMSAC etc

What forces are already attacking these targets
1YOMm W1t/1lTnl central government, Under whal
authnorlty and with wnat 1nstrumentss

eg The financial regime: RSG and its future

Statutory controls




Inspection
Influence
Guidance and exhortation

What needs to be done next?

eg Deciding on the financial regime
Winning public support

Winning the support of the local authority
associations

Carrying out demonstrations
Publishing the results

P?lléng levers already in central government's
nands

How do I get it done?

eg Get together the relevant Ministers
Decide on a plan of campaign

Decide who is to co-ordinate or be in the
lead

Decide on the PR aspects

Decide on arrangements for reporting progress.

14 B Some comments on this. First, such a strategy should not

be run under the Rayner colours. It is about the responsibilities
of Ministers and the delivery o services. It is not the same
thing as the Rayner or Pliatzky exercises and it might be seriously
flawed if the "Rayner label" were attached to it.

& A

11. _ Secondly, however, I think you could advise on the approach
to adopt.  For example, if such questions as those at (1) - (5)
were taken at an initial Ministerial meeting, they could be
presented in a paper prepared for the PM by us on” the basis of
the work done so far and we could in principle service the P’
end of the strategy as it unfolded.

they cannot be defined and tackled except on quite a long time-
table. It would be a great pity to miss the present flood and
to return to the issues on an "dnd another thing......." basis.

12 Thirdly because the issues are cnmglex. large and political,




13 Fina I]¢. where the Gov
I think it uuobiu for exam
is no pjlnu in L*Lu, where ac
provided taking one step does

rernment can take initiatives now,
e the school curriculum. There
n is now or nearly possible,

t impede others.

i

on
tio
1o

bEnc: Transcript of Party Political Broadcast on 26 September
Questions put to Mr Heseltine, lir Carlisle and lMr Fowler




QUESTIONS PUT TO MR HESLETINE AND OTHERS

How much does central government lmow about the comparative
frugality and prodigaliiy of local government?

What means has central government to encourage
the fru$al and admonish or punish the prodigal
authority?

What relevance to b. above, if any, have the Rate Support
Grant calucations and negotiations, the Consultative ,
Council on Local Government Finance and the District Audit
Service?

What do local authorities do, individually and collectively,
to help_ themselves, through eg own services, notably
internal audit and management services; LAMSAC; IGORU;

MM

GTB; and use of management consultants?

Wthat does central government do_to contrel or help local
2 oo ey g I

authorities, individually or collectively, through eg

Hi{ Inspectorates; other advice and statutory controls?

Bearing in mind Ministers' desire to reduce the level of
statutory control, are the arrangements under b. - c. above
adequate for the purpose of securing value for money and if
not what could be done to improve or extend existing arrange-
ments, eg in respeciof

3 i efficiency audit; value for money; and sanctions
available to Ministers:

ii. persuading local authorities to mount radical
appraisals of specific services;

enhancing the inspection function and, by this and
other means, makin% available data to enable people
to. judge the qualily of services provided.
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2 October 1979

{ers Madin,

Th% Lord Chancellor has now seen paper C(79) 29

on efficiency and waste in central Government

by the Secretary of the Cabinet. The Lord
Chancellor will not be at Cabinet on Thursday
because he is sitting judicially in the House

of Lords this week, and so he has asked me to
convey to you and to the Private Secretaries to
the other members of the Cabinet to whom I am
copying this letter,that he fully endorses the
proposals in this paper. This goes not only for
the Lord Chancellor's Department proper, but also
for those other departments for which he is
ministerially responsible, namely the Public
Trustee Cffice, the Public Records Office, The

Land Registry and the Northern Ireland Court
Service. i ; M,,(J_,j% H

W ARIIOLD

Martin Vile Esq
Private Jecretary to Sir John Hunt
Cabinet Office
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tAYNER PROJECT: PUBLICITY

this morning from Mr Richard hojiup-xh,.av Dl
ho asied 1or a background DI ‘on the record"
about your project. He emphasised t} 12t he
serious interest in mai of efficiency

said that I thc ."-1 you would be very willing to respond
positively to this but that it might be several days before I
cJuld come back to him ull! a view to fixing up a time. He is
ontent to wait. i

Sa we went on to have a word about the piece which appeared

in the GUARDIAL on 24 September about lir Chapman. Ir Norton-

Taylor said that the interview which lay behind the piece had

taken place "a very few days" before the article appeared.

{ his uU??LELS that it was almost ertalnlv after lr Chapman's
eeting with the PM,) Iir Norton-Taylor sald that the article
which peared had been cut very heavily but that it did reflect

what kr Chapmen had said.

4, While lir Chapman had not been personally LTlMILuL of you

or this office, he was very critical of the uﬂvET“Jmlu S approach

and of your LxLILluL. lir Norton-Taylor found him a curious

combination of considerable frustration in some respects and a

withdram modesty in others, He felt that he had a kind of grudge,

centring around his earnest desire to help, but on his own terms.

He Luuught too that he was politicdly naive; he had critidsed the

Pl and the Government and, although given the opportunity not to

is

have this on the record, had turned it down.

=

%

. I took the chance of what I ﬂﬂnha sed as an off the record
comment to say that we bCllUVLu that Mr Chapman had rendered a
very considerable service to the public in the first part of his
book but that the first course, whether in dealing with Government
utw“ri'snL or an institution like the GUARDIAN i%ubji mst be
to help it reform itself.

C PRIESTLEY
2 October 1979
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PAYING SOCIAL SECURITY BENEFITS

Social security is big business:

s Over £15,000 million - nearly ¢ of public expenditure - is spent

each year on 1,000 million social security payments

Over 30 benefits are being paid at any one time to over 15 million

people and dependents
Over 100,000 staff work on social security benefits in DHSS and
Department of Employment, mainly in 1500 local offices.
2. DHSS spends about £750 million a year - 5% of benefit expenditure - on social
security administration:
e * goes on awarding benefits initially
e ¥ goes on maintaining a person's benefit at the right amount
e * goes on paying benefits.

L4y Half the money spent on paying benefits goes to the Post Office for the

work done over post office counters.

k. Over 90% of social security payments are made weekly by order books
"foils" cashable only at post offices.

For each payment made it costs about:

s 20p=-35p for an order book foil

s U45p-65p for a payable order

& S0p-60p for a giro cheque

Direct credit into a bank account would cost DHSS about Sp a payment.

6. Over # the population uses a current bank account and over £ of the

population has a bank or some other account.
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CIENCY AND WASTE IN CENTRAL GOVERNMENT (C(79)39): CABINET,

CONFIDENTIAL

[ promised you a brief on this.

o If you wish, I will gladly introduce the paper or
answer questions. - -

A In case you wish me to introduce, I attach a copy of
my Speaking note.

4, There follow notes on the paper, on the main points to

emerge from my recent talks with certain Ministers and
Permanent Secretaries and on "What happens next?"

ssential points are these:

d. Political commitment to gr
less government: how to give it

b. Not by wishing il nor by megic: must be by a_
conscious eXertion of Ministerial will, not once and
for all, but sustfained throughout the Administration.

C. Bach Minister in charge of a Department should

scrutinise the cost of running it (para. 11): some
may scoff at thiS, but I regard it as indispensable

to good housekeeping.

in detail at least

8. The annual programme of scrutinies should be
settled after informing you of the proposals for it
(para. 16): proposals for Year One in by 23 November.

f. The CoSD should prepare an annual statement for
Cabinet on the cost of Government (para. 17a); collate
the proposals for scrutinies (para. 17b); with the
Treasury and CPRS do work with departments or on their
own (para. 17c and d); and get your approval to its
programme aimed at quantifiable savings (para. 17c).




Points from talks

6. _ I have seen the Home Secretary, the Defence Secretary,
the Lord President and the Chief Secretary and 14 Permanen
Secretaries, under Sir Ian Bancroft's chalrmanship.

The main points are these:

a. The first round of "Rayner projects" seems to
have been useful. (For some” preliminary results, see
para. 9 of the Speaking Note.

——

b, _ 1t is desirable that the Minister in charge of
the department should give the programme I recommend
his leadership. The Home Secretary was forceful on this.

0. Permanent Secretaries are not mentioned in the
paper, bDut they are not uhereby excluded.

d. The Defence Secretary thinks that MOD has too
much review work going on to take on my proposals as
well. I would advise against letting him off. The
argument which may be made that MOD is different from
everyone else and that it does not impinge on the
citizen like, say, DHSS will not do: the taxpayer pays
for MOD as well and it is a greatly improvable depart-
ment.
—

€. It might be argued that while CSD may co-ordinate
the programme, it must not be allowed to associate itself
with scrutinies or do any on its own account. Equally,
it might be said that the Treasury and CPRS would be
welcome, but rather on the assumption that the former

is too bowed down with work to take much notice and that
the latter is unlikely to get down to brass tacks. I
have written the central depariments into the programme
on the assumption that it is impossible to dissociate
cenfral control over money and manpower from it and that
it_is reasonable for the USD, Treasury and CPRS in their
role as servanis to Ministers in their collective capacity
to play the parts indicated in para. 17c and d, as
summarised above. Apart from this, there are two related
considerations. First, the CSD is your Department and it
seems odd to suggest that the Prime Minister qua Minister
for the Civil Service should be denied the aEfITt{ to_use
it. Secondly, by compressing its senior posts a little,
CSD is to establish a new Under Secretary command so as
to make an effective contribution to the programme -
believe that this is potentially a very importantdevelop-
ment which it would be absurd to stifle at birth.
believe that the PM will need a means of keeping up the
pressure.

——




What happens next:

If the Cabinet agrees with the proposed pr ogramme, 1
suggest that my staff should prepare, in consultation with
the CSD, Treasury and CPRS, a note for issue to departments
by Mr Whitmore, LJlilHE for proposals by <o November and
specifying the "rules of the game" in the light of Cabinet
discussion. 1 suggest, incidentally, that mrmmsala should
come in on the dl“lSLQTlul net and 1f you agree, at they

should be addressed to the Lord President.

/1 am copying this to S5ir John Hunt.

Derek Rayner

Speaking Note




SPEAKING NOTE

EL Manifesto commitment to reduce waste and

increase efficiency. Reiterated in last Wednesday's

Party Political broadcast (Home Secretary) - "cut out

waste, chop out the dead wood", plus "let us worx

together". Sure that Government wishes to be seen

to be doing its part.

Administrative cost of Whitehall &6, U0Um:
e

last year's revenue from VAT, for example,
—_

A 10 per cent saving is the equivalent of around

1p off the basic rate of income tax or the total

revenue from capital gains tax or from stamp duty.

in administrative costs through

isters already manage, willy nilly. They

canmot and should not manage on their own - have

Permanent Secretaries to whom task is delegated.

Rut check on what officials do in Ministers' name.

No abdication. Management not only concerned with

new policies - cannot separate HOW from WHY. 1Is

the service provided at least cost? 1Is

gffective?

9. No real alternative to good management by those

responsible for providing the service. Outsiders




collecting scalps not a satisfactory solution. That

is power without responsibility - and they might get

the wrong scalps,

6. 50 talking about "management by exception".

Hence the recommendation that overheads are reviewed
and that the scale and efficiency of operations are
reviewed. If Ministers are to do this they need
information on the use of staff and the work of

divisions. (DOE study relevant to this.)

(i Scrutinies of specific functions/activities

particularly important as a method of identifying
wasie and inefficiency: getiing down to the "sharp
end". The 30 projects now under way show that the
method can work. Wholehearted support of Departments
nas helped. Quality of officials very important -
but no shortage of good quality people in Government,
given right direction and encouragement. Some

UT211m*-ﬂty resulis (assuming recommendations

T ""-IE" nted ]'

£3Um to £0m per annum in DHSS
£1Un per annum by small administrative changes.
b, Up to 400 posts in MOD plus once and for

all saving of £12m by reducing stocks; wup to

#£4m per annum by rationalising purchases.




Up 00 posts in IR depending on

Small investment, decisions on P45 Part I.
quick timetable,
Good results,

applicable to extent to which London Collections are reduced.

d. Up to 100 posts in C&E depending on

particular depart-
‘JHEEJ'L{TWTM_
o all. allowances

€. £10m out of £17m per annum on TOPS

Up to 20U per cent on works maintenance
ath Area (PSA).
g Different but still significant: up to
20 per cent on the Consultative Committee on
the Curriculum,
h. Up to £7m per annum in Trade (50 per cent

of expenditure on Trade Fairs).

f’.—"»;;.‘d ]i JI-;J.:.TL'FFE
miscellaneous items, including hearsay -
DE's Management Services Unit said to
have estimated that Unemployment Benefit Service

is overstaffed by 10 per cent.

to be umused in C&E
Collections.
Ce. Paper in Treasury: 1,700 sheets to each
employee at EO level plus per month; extra

J, 000 linear feet of new files per year.

Clerical sickness record at BSO said to

be "appalling




€. Grants for farmer: grown up piecemeal,

too much nannying for applicants.

said to be widely

perceived by its staff to be overmanned.”/

9. Note absence of the committee sys

went wrong through top-heavy formality. And we have
not created special Divisions - no hierarchy, just
one principal working direct to a Minister in

consultation with the Permanent Secretary.

Not had whole-hearted support of non-industrial

civil service unions. DBut staff have been most co-

-

operative. Imporiant, if to maintain goodwill of
staff, to proceed with implementation in line with
natural wastage. Can't throw people on the scrap heap.

11. Central Departments will have to play

as identified in the paper. But don't wish

the role of these central departments over-formalised;
the intention is to encourage Departments to manage
themselves.

12. Publicity: looking for tangible results and these
will be given publicity. But also important to
publicise the programme - be as vague or as precise

as you wish. Not enough is done to publicise the

good work.







PRIME MINISTER

You are seeing Sir Derek Rayner, with Mr. Mountfield of the
Cabinet Office, at 1530 on Tuesday 2 October.

This meeting was arranged some weeks ago, with the intention
of discussing problems of waste at local authority level.
Sir Derek has now offered some further thoughts as a basis for that
discussion.

However, he has also suggested that the meeting be used as
briefiqﬁ_fﬂr the Cabinet discussion of his minute to you on
e Y ———

central government efficiency. For this purpose, he proposes to
bring h?. Priestley from his office, and Mr. N.R. Warner of DHSS
and Mr. ETET-Ezziing of MOD: he will ask them to make brief
presentations on the '"Rayner Projects" which they have been pursuing

in their departments.

As the Cabinet discussion is now set for Thursday, it might be
—_——
sensible to deal with this subject first. I therefore attach at
Flag A Sir Derek's minute proposing to turn the meeting into an oral

briefing: this includes a note on each of the two projects which

will be used to illustrate Sir Derek's work. Flag B is the paper

on efficiency and waste in central government which Cabinet will
take on Thursday.

b,fjff This could well take most of the hour. If there is time left
to discuss efficiency and waste in 1nca1_ﬁovernment. a possible

agenda is provided by Sir Derek's note at Flag C, summarising his
longer paper at Flag D. The latter would have been more useful if
we had received it in time for you to look at it over the weekend.
Given its length, and the need to use some of the time to prepare
for the Cabinet discussion on central government waste, you may want
to suggest that the local authority matters could be taken up again
in a few days time. Flag E covers the papers which originally led
to this meeting. You had particularly wanted the Cabinet Office

to be represented at the discussion, as you agreed with the final
section of the minute submitted over Mr. Vile's signature. This
has now largely been overtaken by Sir Derek's more detailed note

on how waste in local government might be tackled. In summary,

/ his advice




his advice is that there seems to be scope for major reforms to
achieve value for money at the local level, that central government
needs to be cautious in accusing local govermnment of wastefulness
before the Whitehall house has been put in order, and that

3ir Derek is ready to play a part in work on the local problems,
but does not feel competent to take the lead. You will therefore
need to consider whether you want to give a specific remit to one
of the Ministers at the Department of the Environment, or to a
group of Ministers in the departments with the most direct links
with local authorities - Environment, DHSS, Education, and possibly

the Welsh and Scottish Offices, as a minimum.

1 October 1979
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'GUARDIAN' DIARY: THE RAYNER EXERCISE % ol
Cguﬂﬂ#ub~ pa"

You agked for a note on the article in today's 'Guardian' diary

which suggested that the exercise to increase Civil Service efficiency
has involved "the biggest foreign binge for the department's staff

that anyone in the Ministry can remember”.

no substance in the article. The Principal who is working

- 3 g — . . . oy . - 1 T
ir Derek Hayme n examining the efficiency of the Department's
ort promotional work has made only one overseas trip. He accompanied
Minister of State, Cecil Parkinson, on a two day visit to Germany

part of the regular Ministerial support for exporters at the Cologne

lication of the source of the '"Guardian' article, but
I quote above refers to "anyone in the Ministry", we

i

may have been inspired by someone on the Staff Side.




Tie Guaroian) SefTEmmee 20 147G

indest cuts

USPICIONS are growing in
itehall. that the Govern.
ent’s  preat col-cutting
xercise will soon be using
Tmore money than it aver ||
«vertually saves, The hill fnrp
Wacking down and closing

the Hadrian's Wall Advisory
Commiites, for instance, may
finally be several times the
+ 40D which that little argani-
sation received every vyear
from. pubkic funds,

The latest plece of vl
dence ciled on behalf of this
| theory comes from the De-
"partment of Trade, presided
aver by Mr John Notr. As a
comtribution to the Thatcher
audit, the Minister has de-
cided 1o examine the expen-
sive husiness of foreign trads
and related trips abroad

by departmental siaf.
. Do tzese really {;tpﬂ in
g mole our exports, Mr Nott
.= Eﬂdmi and he summoned
* his civil servants a couple of
“weeks ago o discuss how the
question, 7, eould. best . be
answered. The' resull, in the
form of prohing trips tn quiz
embassies “and  businessmen
abroad -on- the -malier, has
been the biggest foreign
bi for” the depariment's
staff that anyone in the min.

istry cam remember,




THIS SCRIPT WAS TYPED FROM A TELEDIPHONE RECORDING, NOT COPIED FROM AN ORIGINKAL
£—IPT. BECAUSE OF THE RISK OF MISHEARING AND THE DIFFICULTY IN SOME CASES OF
'.\'TIFYIHG INDIVIDUAL SPEAKERS, THE BBC CANROT VOUCH FOR ITS COMPLETE ACCURACY.

RECORDING SERVICES (RADIO)

Tape Transcript by Telediphone Unit

GLITICJ'I.L BROADCAST BY THE CONSERVATIVE PARTY

Speakers: Rt Hon Sir Geoffrey Howe, MP
Rt Hon William Whitelaw, MP

TRANSMISSION: 26th September, 1979 TIH.E: RLDIO FOUR

Radie Four. There now follows a Party

Politicel Broadcast by the Conservative Party.

TAPE INSERT: VOX POFS
WOMAIT: "I think the biggest mistake people arc mnking,
or have made, or will still make, is thinking that they can have more and more and

more and more - and they can't".

MAN: _ "People want something for nothing, I think..
very much so. Perhaps to some extent I'm...I fall into that category myself.
People want a pood standard of living - I think that's very general. But they don't

want to work".

WOMAN: "Well, I think the problem with the strikes
is that it creates a whole sort of strike situation everywhere, is that one group

of people start striking and everybody wants to go on strike".

STUDIO: Strikes, threatened strikes, huge pay clains.
People everywhere are wondering: vhat's poing on in this country? Sir Geoffrey

Howe, Chancellor of the Exchequer...

HOWE: A few woeks apo, just before the last Trade
Union Congrees, I spoke about a dream world - a dream world in which panple can

have more ond more in return for doing less and less; & dream world in which there's




2

a E.ﬁ big pot of pold from which Government can pay for endlese public sorvices,

endless subsidian, endless pay incresssc, withnut ever sunnilng out.’ But the truth
is that we don't live in a dream world. If you want to take more, scmeone else is
going to be forced to end up with less. How can our factorles, which are actually
producing less than they did six years apo, afford to pive enormous pay increases?
Some companies won't be able to, and will probably po out of business. For the
others, higher pay will mean higher prices and thus fewer orders: fewer orders will

rean fewer jobs; more companies will have to give more penple the sack.

TAPE INSERT: VOX POPS

WOILAN "When people strike I think everyone suffers,
everyone who lives in..within the society - beecause the consumer suffers because he
can't buy the product, or he can't see television or whatever it is, or he can't

receive electricity: and the management suffers because they can't run the business

and the workers suffer because they don't pet paid. B5So evervone suffers”.

HOWE Because the harm that strilies cause can le so
severc, we believe unions oupht to have a secret ballet, to establish that it's not
only the union leaders or the shop stewerds who want to strike, but all the menmbers
if they do. HN», in the long run, the only pecple who benefit from our strikes are

our forelgn competitors. In the lonn run, the only extra jebs striking creates are

overseas and not in Britain. We need to recoynise that we're in times of hardship,

and that 1if we really want an economic recovery that can't be done without some

inconvenience, without tenperary sacrifices, without additional efforts, and without

—_—

accepting new methods and nev technolegy. This Government is nnt polns to pretend

you can have whatever you want and that we can give it to you, bocause we can't:
if you den't produce the poods there's no miracle that we can perform to nrovide
endless services and endless wape increases. It's time to come out of the dream

world and face reality. All of us need to do this.

STUDIO: Wnen everyone's busy takinp more and more for

themselves and the country isn't petting any richer, what happens to encial services?




Will4nm Whitelaw, the Home Secrotary...

*

WHITELAW: Obviously they suffer, because there's mctually
lcss money to pay for them. Of course we would like to provide better social
services, but it's simply not possible to po on spending more and more in Vhitcheall
and more and more in our town halls when the country sinmply isn't producinp the

poods to pay for it all. While we've asked rovernment bodies and town halls to

stay inside their budpets, we realise there are some penple who cannot wait for more,
until the country starts producing more. These are the people most hurt by inflaticn:
pensionecs - we're piving them even bipper pensions tnan Labour planned: the
handicapped - we're increasing their mobility allowance; we're also increasing the

Family Incomc Supplement, and we're paying a Christmas bonus. All of these are pond
¥

thinps, but they mean savings have to be found elsewhere. 5o we are determined to

— —

—

save money wherever we can - by cutting out waste, by choppins down dead wood =

end we're asking town halls to do the same. But it's important to say that it isn't

-—

the Government that can ret production up - it can only create the climate in which

thir can happen.

TAPE INSERT: VOX POPS

MAN: "Well, at the end of the day I think it's dewn
to 4f you want the money you've got to work for it, if you've want the life you've
got ti...you've pot to work for it, haven't you? There's no easy way out, I wouldn't

have thoupht".

WHITELAM: Mow we need your help to de the jeb. We are

doinp what we seid we would. But the better future isn't ecine to arpive with the

morning post or the morning paper. It needs 2ll of us to work for it topether, and

let's pet on with it. Let's build the future topether.

OUT CUE: In that Party Political Broadcast by the
Conservative Party, the speakers were the Rt Hon William Whitelew, MP and the Rt Hon

Sir Geoffrey Howe, MP,
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From the Private Secretary

SIR DEREK RAYNER

Efficiency in Central and Loecal Government

The Prime Minister hasg read your minute
of 24 September and would be very glad to set
aside part of the meeting scheduled for
2 Qctober for briefing for the Cabinet dis-
cussion on central Government oi ficiency.

She would also be very glad for you to b ring

with you Messrs Priestley, Warner and Ponting.

I am sending copies of this minute to

the recipients of yours .,

;{i Eﬂ.&’?.ljﬂ_ 1979




cc for information :

VvUr Pattison o/
lr Wolfson :
PSs/Lord President of the Council
Hini?terﬁof St%te. CSD
' - Sir Ian Bancro
lr TOWERS Sir John Herbecq
Dr Allen
Mr Burrett
Mr Moseley
Mr Wildi
Mr Bamfield
Mr F E R Butler (HM Tsy)
Mr HL James (No 10)
Mr Myland (E&AD)
Mr Pearce
Mr Pestell
Mr Beastall (CSD)
Miss Mac(3lashon (CPRS)
Mr Allen

THE RAYNER PROJECT: INDUSTRIAL STAFF

Many thanks for your note of 21 September and for the attached
brief for Sir Derek Rayner's meeting with Messrs Adams and
Cottam.

B I attach a record of the meeting, which Sir Derek Rayner
found very interesting and encouraging. I have made the record
a narrative account in the style staff sides prefer and shall
be offering Mr Adams a copy of it.

233 8224

26 September 1979

Enc:  Record of meeting held on 25 September




& RAYNER PROJECT: MOTE OF A MESTING TITH MESSRS PITER ADALS
THE JOIN RDINATING COMMITTZZ & MENT IDUSTRIAL
ESTABLISHMENTS (JaG) - oot §5 R

1. Sir Derek Rayner, accompanied by me, met Messrs Adems and
Cottam for discussion on 25 September 1973. He explained his
exercise as follows.

2. His job was to advise the Prime Minister on how to improve
efficiency and reduce waste. He was not concerned with cutiing
the size Of the Civil Service tut with the questions wheiher the
work that hed to be done could be done more effectively and,
where there was waste, more economically. t very simply, he
was taking a managerial look at the way Government did its work.
His exercise at present consisted of three paris:

2. He was tryifg to assess the impact of Govara- -
ndustry, especially the smalier businesses,

ment requests to' i
for information.

b. He hed taken a small area of work from each major
department and had asked an official from that department
to examine it in depth (the so-called "Rayner project").

e Very imporiantly, he would be considering the
"conventions" that made Government work es they did,

asking the question whether they could be improved or
clarified. ~ Examples were the annuality rule; the

more negative effecis of accountability to Parlizment

(the PAC typically being adversely criticael in its

commentary and rarely praising work which hed been well

done, whereas in order to criticise the less effective

it should femiliarise itself with the more effective);

and how people were promoted to senior menagement posis -
were the experience and background of such people appropriate?

3. Amplifying his reference to "Rayner projects", Sir DR said
that the list oI projects was based on some siggestions to depert-
menis from himself and on others from depa:tmep%s themselves.

The purpose of the exercise was to cover the whole range of Govern-
ment activity, but individually some projects were yery exiensive
while others were quite narrow in their coverage. He thought that
the ones in which his visifors would be most interested were those
in the XOD (food procurement) and the PSA intenance etc). The
key point to make was that in all casesh het someone inside
the depariment should have the chencedf s g Some aspect
of it critically. o project was being d oy an outsider.
His own role waS to held ahd edvise the proj officersand their
Ministers. The exercise would be compleied in the course of th
next few weeks, leading to reports to individual Secreteries of

State, but on the way coming o himself for 2 contribution and v

edvice. He expected that each project report would be "actioned
in departments.
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4. In response, ir Adams said that, unlike the 1SS, he and Q
his colleagues did nou csal exclusively with civil servants.

They liked to think that they could therefore be rather more
objective than the 1SS about the Civil Service; <Zor ezampls
they had no ambitions to preserve what was there simply because
it was there. -They were constantly bothered by things which
taey thought wasteful and duplicative, but the Service seened

to be able to absorb all the exercises which came along without
trouple and to be much the same afterwerds; for exasmple, there
had ‘oeen numerous neuiries on the Royal Dockyards whica had
left things much 25 they were vefore.. They could not nelp out
worry thel the Raymer groject was just another exercise into
which much effort would te put for little result.

D. As Sir DR hed said, the prn;ects which affected the Trade
Union Side were those in LOD and PSA. There had oeen a slignt
sroblen in that the PSA project teem had descended on his members

at Bath with no fore-'moiiledge that they were coming. This migat
rave caused non-co-operation, but 1t was only & small crib.

6. 1y Adams went on to say that he assumed that Sir DR was
intereStea 1n all aspects of waste. If so he should say that he
and nis colleagues believed that many things could be done less
expensively in the manegement of industrial relation exercises
and of industrial workers. He should also say thai in economy
exercises so far, eg cuts in the defence orogramme, ‘while there
had been discussion as provided for, at the end the only people
who were dismissed were indusirial workers; no non-industrizsl
Staf? who Were not prevared to go hed been made redundant. This
was an interesting reflection of the fact that over the years

the non-industriel element in Government production had grovn
while the industrial labour force had decreased., But there was
no evidence to show that the funciions concerned had changed so
mich as to justify this, Tas so mich esdministration neceéssary?
On top of this, it was wasteful that the managers with whom he
and his collesgues had to negotiate came into their posts on 2
—ote or "two-year stint" basis. This neglected the Tact thai_
the management of people was 2 peculiar job, requiring alot of
expertise and sensitivity., LT Cottam added that rotation was
designed to prolong and PTOmO e Toue cenirelisation in deallng
with indusirial staff (see velow). Sir DR sald that he was very
conscious of the importance of management end would want to deal
with it as part of his "conventions" exercise. f lr Adams and
Mr Cottem could give nim any information, to enable him to ident-
ify the issues more precisely, it would oe very helpful.

Le ‘e Cotiam said that the CSD in perticular had

abilitT Tor ceoating things "theologically"”, espec

pay policy. . They Seemed to haye 1o understanding

on industrial relations or of the problems waicl Cou

down the line by over-centralisation, It procuced ¢=SPo:

the one at the Berkeley EOF, but centralisation a vad efiect over
a whole range of differeni lssues. The central point was taal
very simple matters had o be discussed with CSD at-a 2180 _8VE~,
involving numerous staff and mich delay, Wwhereas produciiviiy was
best negotiated as close as possible to waere production t00£




vla Expensive and counter-productive insistence on central-
isailon was beginning to turn a traditionally moderate labour
force into 2 volatile force.

8. Mr Adams adduced an "hilarious but serious example". The
general menagzer at Rosyth Dockyard, in charge of some 7,000
people, had difficulties with the bdalance oI labour in his work
iorce, lacking skills which he could not recruit locally. The
llewcastle shipyards had had redurdancies and he laid on transport
to bring people from there to look at jobs at Rosyth. The necess-
arrangements must include a meal but he had no discretion fo
provide it and had to get dispensation from CSD to allow £ per
head. He obtained it, but was_told that there would have t0 be
an examination of how many people fook jobs a2s a result before he
could be assured of a repetition.of this authority. In indusiry,
on the other hand, this sort of decision would be tazken at a very
junior level indeed.
9. Another example from Rosyth was that the lack of copper-
smiths held up other work. TLocal management had wanted to remove
the backlog by overtime working, but had no authority to offer
this, It was true that the ROFs had Trading Fund accounting,
but in his experience this produced little exira room for manoeuvre.
He accepted_the need for accountability, but believed that the
Service could devise much greater delegated authority for locel
managers, for which they should then bé held properly accountable.

D
9

10. . Returning to the question of industrial relations, lir Adams
said that his impression was thai people found themselves TeIpons-
ible for IR if they were not much good ai anything else. o
lr Cottam again reTerred to "rotation" of staff. ~ For example, in
To72 e annual negotiation with CSD had eventually %ane to arbitra-
ion; the officer who led for the official side had been in post
for one month and knew little about his responsibiliiies. AIter
he had been in post for three years he was replaced by another
ill-informed official. Lr Adams added thaf this was someone whose
action was to determine 7€ comiitions for 180,000 indusfirial
workers and while it could be said that there were_advantages for
the Trade Union side in this, in that they would always be better
informed, it seemed a2_curious way of managing affairs. Tadng
this point at the local level, lir Cottam said that shop siewards
would always prefer to deal a manager who could say '"no" rather
than have to refer to CSD who would say "yes" some months later.
11. Mr Adems said that things were not guite as bed in the PSA,
where The uniis were smeller and more conducive to localised
arrangenents, but the same principle applied noneiaelsss. 1ae
great worry was the formalisation of procedures. lIn tne foyal
Dockyards one could be absolutely sure that any problem wou.d
attract 2 commitiee or a workingpariy; this wenti ageinsti in

grain because people wanted "inStant justice” nowadays, not a
Slow machinery grinding away at simple questions whicn merited
simple answers,




12, Llr Adams continued that the CSD rightly thought_ that more
devolUiion in industrial matters would Iezd” to more leverage by
the TU side. ~But it had to ve recognised that the Service wes
no different from any other employer in this respect. Ee dia
not think that workers would take excess advantage of devolution
buti there would be a difficult period at first. The cuestion was
whether one grzsned the nettle or not. The way thingsS were done
at present involved untold wasteful activities and fop level
treatment of frivia. For example, he had been sent by mistake
an official file of papers on a case involving the setilement of
a level of reward for an individual under the sta2ff suggestions
scheme; the issue had been opened two years before he got the
file and was still not settled. This seemed to confirm his
suspicion that there was a vesied interest in not talding decisions
in the Seryice and in having inquiries but no action, For example,
there had been an examination of the personnel function in the
Royal Dockyards; he did not lmow what had hoppened to it. There
was ai presSenti an exercise, again in the Dockyards, to iry and
reconcile the difference between workers who believed that they
not enough work to do and manasement wno thought they had.
The documentation for this ezercise was massive, out he exnected,
on past performance, the result to be buried, He himself velieved
that the records of work cepacity at the Dockyards on which manage-
ment worked were an accumulation of errors and that manegement had
never really got to grips with the issues. Inquiry upon inguiry
seemed to him to be merely "fighting cotion wodl".” ~
13. Sir Derek Rayner said one Sheuld
Pinpoint WHat weS wrong and get 2 course of action bui then in
his own experience of 10D the original problem was n
specified correctly.

14, Iir Adams concluded by sSaying that his main point was that
there BO0ULIAQ oe more devollution oI suthority making those respons-
ible for it accountable, whereas the reward for error in LD was
often promotion or a move sideways. Sir Derek Rawyner concluded
by thanking Mr Adams-and Mr Cottam for TOEIT ooservetions_which

he had found very helpful and by suggesting another talk later.

He believed very much in delegzated authoriiy, but fc mansgers

wno were qualified for their Tasks. It was no. good having
peggy—pincning economies, as this rarely got to the heart of
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ADVISORY COUNCIL FOR AGRICULTURE AND HORTICULTURE ) th1?
IN ENGLAND AND WALES ; |

In the absence of Nick Edwards I am writing to thank you for your
letter of 14 Sepfember about your proposal to abolish the Advisory
Council for Agficulture and Horticulture. I agree with your
proposals, suggested timetable and line of action.

Perhaps you might consider whether the second paragraph of the
draft letters of appreciation might be amended to reflect more
fully the fact that this was a Jjoint decision. It seems to me
that in this context the wording of the relevant section of the
draft press notice would be appropriate, ie -

"The Secretary of State and I have however concluded that for
the future, and in line with the Government’s general policy
on such matters, any need that may arise for independent
inquiry or advice can more appropriately be met by ad hoc
arrangements of a less formal kind than by the maintenance of
an all-purpose standing committee.”

The Becretary of State has had joint responsibility for the Council
since the Transfer of Functions Order last year, so I think it
would be appropriate for his name to be associated with your
expression of thanks in the last paragraph of the draft letters.

I am sending copies of this letter toc the recipients of yours.

WYN ROBERTS

The Rt Hon Peter Walker MBE MP

Minister of Agriculture, Fisheries and Food
Whitehall Place

LONDON SW1A 2HH
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EFFICIENCY IN CENTRAL AND LOCAL GOVERNMENT

You have asked to see me at 3. 30 pm on Tuesday 2 October on local
government. I expect to send you by the end of this week an Aide-

Memoire based on the work which Mr Priestley and I have so far PW"';*J
been able to do on this and I should be glad to have him with me.

W, he

2, However, this minute looks mainly to the Cabinet discussion of Gl o
my minute to you on central government efficiency, which is due to T T
take place within forty-eight hours of my seeing you. I should like ‘
to suggest that part of the time you have set aside on 2 October might (P,_j\, [ armndtile
be devoted to backgruund briefing for that discussion. o

3. 1 shall in any case offer you a written brief for the Cabinet meeting, (eAsw
but I believe that some oral briefing might also be of great help to you. M
What I have in mind is this. u «Ale

4, Last week I heard, at a conference of the officials responsible for

"Rayner projects'' in departments, some stimulating preliminary

accounts of their findings. Two of the most telling were by Mr N R Warner “’l"‘""’}
of DHSS, on how social security benefits are paid, and Mr C S Ponting :
of MOD, on food procurement for the Armed Forces. Short notes on

these two projects are set out below, If you agree, I shall bring “'h
Messrs Warner and Ponting with me to give you a similar oral

presentation, of about seven minutes each. I have the agreement of

the Ministers responsible for the projects, Mrs Chalker and

Lord Strathcona respectively, that I should make the suggestion to you.

5. I hope that the presentation would give you an idea of what may be
achievable by the kind of "'scrutiny'' recommended in my minute. The
accounts would of course be provisional, since the formal reports will
be made to the Ministers concerned and to me later in October. I should
add that I see a similar type of scrutiny producing a good effect in local
government and that I shall be touching on this in the memorandum noted
in paragraph 1 above.

6. I am copying this to the Secretary of State for Defence, the Lord
President of the Council, the Secretary of State for Social Services,

Sir John Hunt, Sir Ian Bancroft and Mr Wolfson.
I :

Aol

Berek Rayner
erek Hayner
24 September 1979




projects

Ministry of Defence: ir C S Pon ’rincipal) is working to

TOTd SITALNCONS O 2 revie v @f all ¢t uf arrangements for
the procureme storage -h and guality “Dntr}"I of
food for Luc Armed Fe e g the ole of NAAFI. The aim

iL to consider whether arr t8 can be made simpler, more
"‘1. lrrlt and more effe 1;" :j

. 8 cos ] Lo ]zwo. for savings
in aff time and feneral administrative expe i

Department of Health and Socizl Security: Mr N B Warner
(ASS1STant Secretary) 15 WOTKLNZ Lo urs Chalker on a review of
arrangements for paying all social Hnﬁufitv benefits, The review
covers methods of ﬁﬁ_nru.o eg by order t 'OOru ang blvaurh Lﬁhhzj;
??ﬁ:nﬂuav of payment fortnightly or mont 1T 1rn.-“u of weekly);
period of entitlement o benefit (eg from date :
wise): and the extent

menva

? g claim or other-
ent to which there should be d:fhﬂrent arrange-

for different benefi

its,
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10 DOWNING STREET

From the Principal Private Secretary 17 September 1973

il

Efficiency and Waste in Central Government

My letter of 18 June invited a further progress
by 1 October with the assistance of Sir Derek Rayner.
These reports are no longer regquired as Sir Derek Rayner
has made recommendations to the Prime Minister for con-
tinuing action on efficiency and waste, which the Secretary
of the Cabinet is circulating to members of the Cabinet for
discussion on 4 October.

I am copying this letter to the Private Secretaries
of Cabinet members and of the Minister of Transport and

to 8ir Ian Bancroft, Sir John Hunt and Sir Derek Rayner.

J.A. Chilecot, Esq.,
Home Office.




I Sir Derek Rayner
WHITMORE HT Mountfield
r Allen

EFFICIENCY AND WASTE IN @ENTRAL GOVERNMENT

your letter of _y/Erlw to Mr Chilcot, you iﬂdiratuf that
ﬂ Tek PWJP“* lodTu consider preparing guidance on how
forward their work on [Ll]ulﬂTCT and

“1|| a8 vi vv to further progress reports to the Prime

4

er by 1 October. I attach a copy of Lh? letter.

L This was overtaken by Sir DR's submission to the PM of
3 July, which he eru after Lonmult_nﬁ Mr Pattison on 25 June,
and by her agree that the various exercises on questions of
{fllP_ﬁhC and waste s hould be dTOL"ht together in a main
campaign ﬁith Cabinet authority behind it (Mr Pa 1ttison's minute
of 16 July, para. 3).
Se The product of the agreement was Sir DR's
3 Iuhnuhz which is now to be circulated for L”Dl"”
lctober

But bt f 18 June still stands and I gather that
.1 ,.ul,r‘|., offices asking CSD whether they should be preparing

ig8ion, 1t Seems

sary to botl ‘fqu”TT far those reports. I attach a
iraft "stand-down" letter which you might like to issue for the
record.




ce Sir R
M A.

N Nay Ly d's autred, wnVE
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[rom the Principal Private Secretary 18 June 1979

ey

The Prime Minister has seen your letter of 6 June
to Ken Stowe, containing the Home Secretary's pProgress
report on the review of quan 0s, and on measures to 2]limi-
nate waste and promote eiliciency. She has also now had
an opportunily to go through the similar reports provided
by all Cabinet colleagues,

She has noted that most Ministers have so far only
been able to make a preliminary assessment of areas to he
tackled within their Departments in this exercise. She
would like all Cabinet Ministers to continue to take a
close personal interest in progress, and she would like to
2ceive a further report later in the year.

S —

The Prime Minister has also noted that there are some
variations in the approach adopted. The Home Secretary
and a number of other Ministers have already discussed
these matters with Sir Derek Rayner, and she woyuld like
Si LGk _to consider all the Ieporis so far submitted,
With g view to Preparing some more S5peclIIc guldance as
to-how Ministers might now carry forward this work. This
Will enable Ministers to submit a further Progress reoort
to her, with the assistance of Sir Derek, by say 1 October
next, = e

I am sending copies of this letter to the Private
Secretaries to members of the Cabinet, including the
Minister of Transport, and to Sir Ian Bancroft, Sir Joun
Hunt and Sir Derek Rayner, i

John Chilecot Esq.,
Home Office,




J A Chilcot E
Home Office

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

i -

My letter of 18 June invited a further progress report by
Jctober with the assistance of Sir Derek Rayner. These
reports are no longer required as Sir Derek Rayner has made
recommendations to the Prime Minister for continuing action
on efficiency and waste, which the Secretary of the Cabinet
is circulating to members of the Cabinet for discussion on

October.

I am copying this to the Private Secretaries of Cabinet

members and of the Minister of Transport amd to S5ir Ian

Bancroft, Sir John Hunt and Sir Derek Rayner.

C A Whitmore
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