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Treasury Chambers, Parliament Street, SWIP 3AG

Paul Channon Esq MP

Minister of State

Civil Service Department

Whitehall

London SW1A 2AZ 30 September 1980

Vuas sl

SLIMMING DOWN STAFFS ENGAGED IN LOCAL AUTHORITY AFF AIRS

Thank you for sending me a copy of your letter of 22 September
reaffirming your target of a one-third reduction of central
government staff concerned with local authority affairs and
calling for critical review of all Departments' activities

in this field. I have been following the correspondence with
interest, since reduction of central government intervention in
local authority matters is very much in tune with my own concern
to limit both central and local government expenditure.

Because of the crucial importance of persuading local authorities
to make their share of public expenditure reductions, I believe
it is essential not to shrink from the other aspect of our policy
towards local government, and to press on in reducing detailed
controls and withdrawing from unnecessary intervention. We all
accept, of course, that there will always be an irreducible mini-
mum of central government staff required to keep track of local
government affairs, and that this will vary between Departments,
depending on their responsibilities. But I am convinced that
that number must be very considerably smaller than over 5,000,
and that we have everything to gain from a determined drive to
achieve and if possible surpass your target reduction. 1In this
way we shall both help local authorities to cut back their own
staff in line with our expenditure plans and show them the way

by example.

I know all our colleagues will share my sympathy with your
objectives and I very much hope that their further review will
produce the results you are asking for. With resolution, I am
sure much can be achieved.

Copies of this letter go to the recipients yours.

)% g/a«sh

JOHN BIFFEN







Z G
P Wolfsan 6 sex
o P gt

Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Sir Keith Joseph Bt MP

Secretary of State

Department of Industry

Ashdown House

+ 123 Victoria Street

LONDON SW1 Aq . September 1980

INDUSTRIAL SPONSORSHIP

In my letter of 9 June, about the general review of Industrial
Sponsorship which formed part of the programme of work authorised
by Cabinet and summarised in Annex D to C(80)24, I suggested as a
first step that a summary paper on the present position should be
prepared. I now attach this paper.

At the suggestion of your officials, the paper records the
information on numbers engaged in industrial activities, under

two broad headings: A, which corresponds closely to the definition
of industrial sponsorship which you adopted in evidence to the
Industry and Trade Committee in January; and B, which covers the
rest of the field suggested in my earlier letter. I am grateful
for this suggestion and to officials of your and other Departments
concerned for producing information which broadly corresponds to
it. Taken together, the two categories A and B, cover the whole
field of resources devoted in central government to industrial
sponsorship and intervention with two exceptions. They exclude
the regulatory and other activities designed, for example, to
protect the interests of the consumer and the public. They also
exclude the numbers involved in work on agriculture and fisheries
to which rather special considerations apply.

Categorising in this way does of course have its limitations.
But I do not think that it will alter the main conclusions to be
drawn. The paper illustrates very well the advantage of looking
at particular categories of activity across the whole of govern-
ment. I have prepared a similar paper showing the hanpower
devoted in central government to Local Authority affairs.

The figures are designed to show where we stand now, and the
reductions already decided on. I would expect them to be altered,
and the reductions increased, as you and other colleagues decide
your future manpower plans following your discussions with
Christopher Soames and me on achieving the 630,000 target. I hope
these figures will help.




On average, the reductions so far proposed are less than we will
need across government as a whole if we are to meet the 630,000
target. In some of the broad individu&dl categories covered in
the paper the reductions seem, on the face of it, surpr1s1ngly
small. I am particularly surprised that those in category are
not a good bit bigger.

In particular, I have in mind the points made by John Nott in
his minute to the Prime Minister of 12 March. I doubt if it will
be feasible to "abolish the notion of 'sponsorship' altogether",
but the main burden of his argument, that industry should be
encouraged to deal directly with Whitehall, rather than through
intermediaries, seems right.

Norman Fowler has suggested that it would be right to consider
very carefully future resources needed for the sponsorship of

nationalised industries, particularly assuming the successful

reduction of their financial dependence on government and the

privatisation of a number of areas.

When you have had an opportunity to consider the figures in the
paper, I would welcome your views as the Minister with primary
responsibility for industry. It would be particularly helpful
to know from you and other colleagues of any possible further
reductions. I would appreciate it if I could have this informa-
tion by Friday, 10 October so that we may take account of it in
Christopher Soames' report to Cabinet.

There is a further point. Where we have clearly .declared aims
to reduce the scale of government involvement, we must be able
to show that these have been consistently followed through into
manpower numbers. We have made a start in this area but have
still some way to go if we are to show that a convincing, above-
average reduction has been made. I am sure our supporters will
expect this.

I am copying this letter and the paper to the Prime Minister,
to Geoffrey Howe, Peter Walker, Michael Heseltine, George
Younger, Nicholas Edwards, Patrick Jenkin, John Nott, David
Howell and Norman Fowler, and to Sir Derek Rayner.

PAUL CHANNON
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I‘ INDUS TRI AL SPONSORSHIP POSITION TABLE . Sheet 1

DEPA’AENT RESOURCES RESOURCES REDUCTIONS YURTHER TOTAL

REDUCTIONS
AND FUNCTION 1.4.79 1.4.80 by 1.4.80 SCHEIUIED REDUCTIONS

1.D/INDUSTRY (incl.
sta or D/Trade
export work)

A1 Advice & assist—
ance on policies

Iiaison with ind-
ustry & on behalf
of industry with
other parts of
central & local
government

Monitoring or
supervision

. a. private
b. nationalised

A totals incl. 15 Dep : b
Secs & staff : . 97 (15%)

B1 Administration of

schemes of finan-

cial assistance 934
2 Promotional work 175 ' . 286
3 Provision of services 313

B totals = 1402 5% ; 286 (20%)

AR Bl 2069 _ 383 (18%)

2.D/TRADE

Al Advice & assis- -
tanpe on policies

2a.liaison with ind-
ustry & on behalf
of industry with’
other parts of ' 7
central & local L ok (estimated)
government

b.Other liaison
with industry

3 Monitoring or
supervision
a.private
b.nationalised

A totals
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DEPAR ’l%N i

AND FUNCTION

D/TRADE (cont)

B1 Admin. of schemes
of financial
assitance

1.4.79

2 Promotional work

3 Provision of
services

B totals
A&B

1.4.80

RESOURCES RESOURCES REDUCTIONS

by 1.4.80

o 45
(estimated)

Sheet 2

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS

87

15 87 (8%)
52 96 (8%).

NERGY

A1 Advice & assis—
tance onpolicies

2 Liaison with
industry

3 Monitoring &
supervision

a. private
b, nationalised

A totals -
B1 Financial
iFssistanée
2 Promotional
B totals
A & B

(+ 1)
15

34 (16%)

(+ 1)
7

0
34 (16%)

D/ TRANSPORT

A 3 Monitoring &
supervision

a.private
b.nationalised

A totals




Sheet 3

FURTHER
pep ANt RESOURCES RESOURCES REDUCTIONS TOTAL
RECLI oS REDICIIONS

AND FUNCTION 1.4.79 1.4.80 by 1.4.80  gGuRmITED

D/TRANSPORT (cont)

B 1 Financial
assistance

2 Promotional

B totals
A& B

) DOE

A Sponsorship of
house=building
& construction
inds.

Control & super-

vision of BWB,

NWC & water '

authorities , ' (+ 1)

A totals 10 (16%)

B Schemes of
assistance:

Local - Employ~-
ment Act

ERDF

Urban Program
Industrial pro-
motion (industry/
local govt.) e.g.

Enterprise Zones
& Trusts

B totals
A& B




DEPA ENT RESOURCES RESOURCES
AND CTION 1.4.79 1.4.80

SCOTTISH OFFICE
(excl. DAFS)

A3 Monitoring &
supervision of
nationalised & »
private industies 142

Fin. assistaric;e 61
Promotional 27

Services ' 3

B totals 91
A& B

REDUCTIONS
by 1.4.80

Sheet 4

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS

WELSH OFFICE
(excl. ag &
fish)

A1 Advice & assis-
tance onpolicies

2 Liaison with
industry

3 Monitoring or
supervision of

nationalised &
private industry

A totals

B1 Fin. asstnc.
2 Promotional

_other staff

B totals
A& B




Sheet 5

FURTHER
pEPAHENT RESOURCES RESOURCES REDUCTIONS TOTAL
BEIVGITOUSS REDICTIONS

AND FUNCTION 1.4.79 1.4.80 by 1.4.80 SCHEDULED

8 DHSS

A1 Advice on
policies

2 ILiaison with
industry

A totals

B1 Financial
assistance

2 Promotional . ' & - 10

B totals : 10 (27%)
A& B , 12 (24%)

MAFF

A1/2 Advice,
assistance &
liaison

Administration
of schemes of
-financial
assistance




Sheet 6

L

DEPAENENT RESOURCES RESOURCES REDUCTIONS FURIHER TOTA

L
REDUCTIONS gy NS
AND FONCTION 1.4.79 1.4.80 by 1.4.80  geupmyrED REDUCTIO

10 TREASURY

A1 Advice & assis-
tance on policies
through expen-—
diture control of
sponsor depts.

primary industries
other

1&2 Liaison, advice &
assistance on
policies : banking
& financial
institutions

Control super-

vision &

monitoring

(mainly nation-
alised industries)

A totals (7%)

50 (4%) (13%)
123 (4%) (13%)

173 (4%) (13%)
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Minister of State
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STAFF INSPECTION

You copied to me your letter of 6 August addressed to
Willie Whitelaw making proposals aimed at improving
the effectiveness  of staff inspection.

The proposals have my support and, where it has been
necessary to make changes, steps have already been
taken to introduce new arrangements in the Scottish
Office, including the submission of an annual report
to me which will also be sent to CSD.

Copies of this letter go to the recipients of yours,
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Fromthe Secretary of State

The Rt Hon Paul Channon MP
Minister of State
Civil Service Department

Whitehall
Tondon, SW1A 2AZ Y septemver 1980

Dbt

CONTROL OF MANFOWER Al oo
W

s u ‘
I have seen your letter of 8 September to Willie Whitelaw inviting
reflections on the role of the Minister as manager of the Department.

T must say unhesitatingly that I see myself as a politician not as a
staff-manager.

The constitutional relationship between the Secretary of State and
the Permanent Secretary is unique, but my own experience is that it
is effective. The inevitable preoccupation of Ministers with policy
issues and with Cabinet decisions means that they do not normally
have the time — or the experience - to ensure that their Departments
are correctly staffed to carry out their tasks. We must certainly
ensure that Government does not continue with functions which should
be abandoned or handed over to the private sector. But the Permanent
Secretary carries the responsibility for carrying through those
changes, acting under the political direction of his Minister.

n the staff cutting exercises which we have instituted since coming
to office I have found that the top management of the Department has
put forward constructive proposals to meet the targets we have fixed.

These will result in a 17 per cent reduction in staff by 1984 and




From the Secretary of State

and 21 per cent by a year later. The Permanent Secretary is in a

far better position than I to Jjudge the validity of the staffing
arguments which are advanced. This leaves me free to attend to those
matters which only a Minister can handle, including the mobilisation
of the necessary political support, both at Westminster and in the
country, for the policies that lie behind the cuts.

I believe that this is thé only way the system can work. If I did

not have this confidence in my Permanent Secretary I would of course
look to the Prime Minister, as Minister for the Civil Service, to

move him somewhere else.

I am copying this letter to the Prime IMinister, to all Ministers
in charge of Departments and to Sir Derek Rayner.

LA

JOHN NOTT







Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

David Edmonds Esq DR e ol (99

Private Secretary to

The Rt Hon Michael Heseltine MP
Secretary of State for Environment
Marsham Street

SW1 / /'/,9/)
donr bt

SL%yMING DOWN STAFF ENGAGED IN LOCAL AUTHORITY AFFAIRS

I am afraid there s an error in the letter my Minister of
“State sent on 22 48eptember. In the ninth line of the third
aragraph, "15%" should be "18%'. I should be grateful if

ou would make this amendment.

I am copying this letter to the Private Secretaries to the
Secretary of State for the Home Department, Industry, Employment,
Scottish Office, Welsh Office, Social Services, Trade, Education
and Science, the Ministers of Transport and Agriculture,
Fisheries and Food, the Prime Minister and the Chief Secretary
to the Treasury, and to Clive Priestley in Sir Derek Rayner's
office. ;

451kr1 f*kuafééf%
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G E T GREEN







. Civil Service Department,
Whitehall,
London, SW1A 2AZ

With the Compliments

of the
Lord President of the Council
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Civil Service Department
Whitehall London SW1A 2AZ
01-273 4400

L4 September 1980

The Rt Hon Humphrey Atkins NP

Secretary of State for Northern Ireland
Great George Street

LONDON SW1P 3AJ

Dewn Huwprs,

CIVIL SERVICE MANPOWER AND EFFICIENCY

Thank you for your letter of 7 July, outlining your plans
for reductions in UK civil servants in the Northern Ireland
Office, and in the Northern Ireland Civil Service and other
public services.

As you say it is the former only with which we are concerned
in the 630,000 exercise but I support your consistent approach
to the other groups. I am entirely content that you should
aim to reduce the UK staff of the NIO to 200 by 1 April 1984,
with proportionate savings by 1 April 1982, and will put you
down for this in my paper to Cabinet next month.

I am copying this letter to the recipients of yours.

LA~
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SW1A 2AZ

Telephone 01 273 5400

Sir Ian Bancroft G.C.B.
Head of the Home Civil Service

D Allen Esq 24 September 1980
Private Secretary to

Sir Derek Rayner

Cabinet Office

70 Whitehall

LONDON SW1

Deane Do,

INSPECTOR-GENERAL OF THE CIVIL SERVICE

Before he went on leave for a few days, Sir Ian
Bancroft asked me to pass on his thanks for Sir
Derek Rayner's letter of 18 September and to

say that he, too, would be content for the
proposition about an Inspector-General to be
considered in the way proposed in paragraph 6 of
his letter. Sir Ian also asked me to say that he
will be getting in touch with Sir Derek and Sir
Douglas Wass about "complaints and suggestions"
shortly after his return.

I am sending copies of this letter to the Private
Secretaries to the Prime Minister, the Chancellor
of the Exchequer, the Lord President, Sir Douglas
Wass and Sir Robert Armstrong.

N\
oy

Doy (e

J G COLMAN
Private Secretary
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Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

2% September 1980

The Rt Hon Sir Geoffrey Howe QC NP

Chancellor of the Exchequer //7 : Y

HM Treasury Vil /Ym“&"
Parliament Street —_— d_
LONDON SW1P 3AG sy MW Saules
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I think the time has come to take a further’ look at the use we
make of computers.

In many Departments computerisation has been concentrated on

the very large clerical areas, or other places where the
initiative has been taken to use computers to do a particular
Job. Forward plans have generally reflected projects which have
come about in this way, rather than from a systematic attempt

to review the scope for computerisation and choose priorities
within it. This may not have mattered too much in the past
since many of the best subjects for compterisation were self-
evident, and they used up all the staff resources that were
available.

I think that we should now tackle this in a more systematic way.
Developments in the technology in the last few years have widened
the scope for the use of computers to help with administrative
tasks. Under the general term, "computers", I include the whole
range of devices from word processors and other electronically-
based office machines, through telecommunication equipment to

the more familiar types of computer including minis and micros.
As I am all too well aware it is not always easy for the layman
to understand fully the benefits which computers can lopghtaiEn s b,
as many of our colleagues have already pointed out, we need to
make the maximum effective use of them over the next few years to
assist us in promoting the efficiency and reducing the size of
the Civil Service.

Most Departments have recently set up committees to bring
together the users and providers of computer services to decide
on Departmental policy and supervise its execution. One of the
important tasks is to oversee the Department's computer strategy
and to set priorities. I believe that this is one of the aspects
of departmental management in which Ministers should take a
personal interest. Such committees should be able to conduct the




kind of review I have mentioned as the basis for, say, a
five—year rolling plan, which can be progressively refined
each year.

I think it would be sensible to start with a fairly rough

and ready review. This need last only weeks rather than
months. The main emphasis could be put on any sizeable
clerical operations which are not already computer—-supported
and on the early implementation of small computer projects
which will show guick returns. I believe that our concentration
on large projects in the past has meant that we have not made
as much use of small computers as we might. But at the same
time it is only comparatively recently that such computers
have been available in a form which makes them both easy to
use and cost-effective. One or two Departments have already
conducted reviews of this kind with useful results. Sir Derek
Rayner has also drawn attention to the scope for making
greater use of smaller machines as a result of his visits to
Departments. A number of the Raymer scrutinies have already
turned up promising areas for more mechanisation. A programme
on these lines may not make a decisive contribution to our
manpower target. But every little helps, and we must get the
most from mechanisation that we can.

You may wish to associate consultants from the services
industry with the review, though it will of course be very
important for your own people to be fully involved. For
subsequent implementation I suggest we look very carefully at
the possibility of using some of the many computer packages

now coming available on small computers which save the cost,
time and scarce resources for developing a special system.
Alternatively, where this is not possible, the turnkey method
by which a software house delivers a fully working system might
be used. Many Departments have used this method with
considerable success. Frequently their own staff have been
closely involved in this work with the contractor. So far

as their resources permit, CCTA would like to be associated
with these reviews and help in whatever way they can. They
have had a number of discussions with consultants who are
anxious to help in this work. A number of consultancy firms,
working in a consortium partially funded by the Department of
Industry, are developing a methodology which has already been
used successfully in one Department. We are conducting a
review aimed at improving the planmning and procurement processes,
especially for small systems, and we shall be making use of
running contracts for small computers to speed up the purchasing.
The operational requirements for the runmning contracts for
micro—computers have already been issued.




It is of course important in all this to take account of
the needs of the staff concerned, and to secure their
co—operation and that of the unions where possible. At
the national level, we are pressing ahead with the
negotiations for an agreement on new technology. It
should become clear during the next couple of months
whether this can be secured. At the departmental level,
it will be desirable to keep the unions fully informed and
to give them an opportunity to consider and comment on
plans from an early stage. Projects themselves should be
designed to give those concerned the maximum satisfaction
and pride in their job. The CSD team who advise on this
last point will be ready to help wherever possible.

I am asking the CCTA to follow up with your officials over
the next few months.

I am copying this letter to the Prime Minister, all Ministers
in charge of Departments and Sir Derek Rayner, and Sir Robert
Armstrong.

A

e
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Civil Service-Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Michael Heseltine MP

Secretary of State

Department of the Environment

2 Marsham Street

LONDON SW1P 3EB ;l;l.September 1980

iudipne

SLIMMING DOWN STAFFS ENGAGED IN LOCAL AUTHORITY AFFAIRS

You will recall that in my letter of 9 June I suggested that as a
first step towards implementing the programme of work summarised
in Annex D of C(80)24, we should draw up a list of numbers of
staff engaged in local authority affairs and reductions we have
so far achieved or planned. I attach such a list. I am grateful
to your officials and those of other colleagues concerned for
providing and checking the information.

It has naturally proved quite difficult to present the figures on

a consistent basis. We must treat the list as giving a broad
indication of the position. It includes not only staffs who over-
see and control local authorities but also those concerned with
preparing policy advice to Ministers on work which local authorities
carry out and those who provide services to them.

The 1ist shows that over the whole of central government more than
5,000 staff are employed in one way or another on local authority
affairs. I am aware of course that the results of your MINIS
exercise are yet to come and that these may affect the picture
materially. For the rest, some fairly sharp reductions are shown,
as expected, in certain areas of activity, but there are consider-
able variations. No doubt it is right that there should be some
variations. But overall what we have so far is less than the
average reduction of 18% since we took office, which we are
committed to make across government as a whole in order to bring
the Civil Service down to 630,000. Considering that there are some
fairly large sectors in which we shall not achieve that average, 10
is plain that in fields such as this one, where our policies
positively commit us to reducing the level of activity, we must
look for a great deal more. If we are to carry credibility (not
least with the local authorities themselves) that we are serious

in our desire to disengage from detailed involvement in local
authority affairs, we must show a much larger overall reduction-
across the whole field.




Some colleagues are already showing reductions of around 20%
or more. Taking into account initiatives at present going on,
including MINIS, it is clear that a number of departments will
soon be in sight of our original target of a one-third
reduction, and with a fairly small push should be able to reach
it. You earlier observed that there was probably room for
substantial economies in this field. I believe we must now
definitely aim to achieve a one-third reduction across the
board. I recognise that for some departments this will mean

a more radical reappraisal than they have so far made but 1
must press colleagues concerned to undertake this.

There are three areas of activity which I think we should set
to one side for the purpose of this exercise. I have shown
these separately in the list. We have specific manifesto
commitments in relation to the schools inspectorates, to which
therefore rather separate considerations must apply. There is
secondly the law and order field. This is very much a matter
of priority in which local authorities are being asked in some
areas to do more. But the question of simplifying central
government supervision still applies and also the possibility
of transferring the provision of services to the local
authorities. I understand that Willie Whitelaw is looking at
both these aspects. Clearly the outcome of these studies will
determine what reductions are practicable in this category but
I am sure we must try to get as much as we can. I have shown
District Audit as outside the review since quite different
considerations apply to it, which you are looking at in a
separate exercise.

For the rest, I suggest that there are three aspects in
particular which need to be fully explored where this has not
already been done. First, we need to be sure that reductions
in local authority programmes, and in detailed controls, a
smaller number of circulars to authorities and so on are all
fully reflected in a commensurate reduction in Departmental
staff. Secondly, we ought to look critically at the resources
devoted to promotional and general liaison.. work with
authorities, the setting of detailed standards and the provision
of advice. No doubt there will be some areas where work of this
type is felt to be essential, but I hope this would be on a very
selective basis. In the main, I think we should look for a
sharp reduction in these activities consistent with our general
approach of disengagement from detailed involvement in local
authority affairs. Thirdly, we should review all cases where
central government provides services on behalf of local
authorities. The presumption should be that local authorities,
whether individually or through some collective mechanism,
should be directly responsible for providing their own services
unless there are very clear-cut financial or other practical
advantages in a central government service.




I recognise that it may take some time to reach detailed
decisions, but I should be grateful if you and other colleagues
could now let me have a firm indication in principle of the
broad steps you might take to achieve a one-third reduction in
the staffs employed on local authority topics from the numbers
so employed when we took office. I would welcome this as soon
as possible, but in any case not later than Wednesday,

8 October, so that there can be a progress report to Cabinet
when it meets later that month to consider the progress on the
manpower reviews generally.

I am copying this letter to Willie Whitelaw, Keith Joseph,

James Prior, Peter Walker, George Younger, Nicholas Edwards,
Patrick Jenkin, John Nott, Mark Carlisle and Norman Fowler, and
for information to the Prime Minister, John Biffen and Sir Derek

Rayner.

e

PAUL CHANNON




0 FURTHER
DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS proiomfoc - TOTAL

FUNCTION 1.4.79 1.4.80 by 1.4.80 SCHEDULED REDUCTIONS

DOE

Regional Offices
(including Dept of
Transport): roads
and transport

Common support
Housing, planning
and environment

Housing (Central)

Planning (Central)

G. London housing
and planning

Construction
industries

Local government
directorate

Finance local
government

Local govt.
Boundary Commission

Housing, Water and
Central Finance

Environment Protection
Group

Ancient Monuments and
Historic Buildings

TOTALS 128 407
(net) 109 (net) 388
(3%) (13%)

District Audit (excluded
from the review)




FURTHER TOTAL

DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS REDUCTTONS
FUNCTION 1.4.79 1.4.80 by 1.4.80 SCHEDULED REDUCTIONS

Department of Transport
(excluding Regional
Offices)

Road safety

Passenger transport

Local transport
(planning, traffic
etc including
Transport Supple-
mentary Grants)

Finance

TOTALS




FURTHER
DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS REDUCTTONS TOTAL

FUNCTION 1.4.79 1.4.80 by 1.4.80 SCHEDULED REDUCTIONS

Scottish Office

Monitoring and
oversight by
admin. staff
on roads and
transport

Oversight of local
authorities acting
under own powers:-—

road engineers
civil engineers

Involvement by admin.
staff in housing

Building professional
staff: housing,
schools and further
education

Supervision of
activities (and
superannuation work)
on general protective
services (excl. police)

Planning services

Finance

Oversight relating
to education:

Oversight relating
to social work

TOTALS

Schools
inspectorate




DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS
FUNCTION 1.4.79 1.4.80 by 1.4.80

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS

Welsh Office

Transport and
Highways Group
(all functions)

Housing and General
Division

professional staff -
building projects

Local Government
Division

General Division
Finance
Education Dept:
Admin.

TOTALS

* estimate

*¥* estimate; includes 4 on new Rate Support Grant

Schools
Inspectorate




DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS .IURTHER TOTAL

REDUCTIONS i
FUNCTION \ 1.4.79 1.4.80 by 1.4.80 SCHEDULED REDUCTIONS

DHSS

Children's Division

Local Authority
Social Services

Mental Health
Socially Handicapped
Works

Regional Liaison
Finance

Social Work Service

TOTALS




DEPAiiﬁENT AND RESOURCES RESOURCES REDUCTIONS .IfURTHER TOTAL’
@ oN

REDUCTIONS
FU 1.4.79  1.4.80 by 1.4.80 “goproios REDUCTIONS

Home Office
Fire

National functions
(policy, regulations
etc)

Fire Service
Inspectorate

Fire Service
Colleges
Miscellaneous

Local elections,
local legislation,
bye-laws, shops
legislation, music
and dancing, taxis,
liquor licensing etc
General controls
Building controls etc
Local Government
finance
Community Programmes

Section 11 grants

TOTALS

Law & Order
Police

Probation and After-
Care

National functions
(policy, resources etc) 54

Inspectorate 33

Magistrates' Courts
All national functions - 26 4
GRAND TOTAL 251
: (net) 110
(3%)




DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS
FUNCTION 1.4.79 1.4.80 by 1.4.80

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS

Department of Employment

Careers Service
(incl. finance)

Sheltered Employment
for severely disabled

Career and
Occupational Informa-
tion Centre

TOTALS

Department of Industry

Advisory and Liaison
Central Services

Supervision and
oversight

Monitoring

TOTALS




DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS

FUNCTION 1.4.79 1.4.80

Department of Trade

Grants for Consumer
Advice Centres
(residual work)

Weights and measures

Trading standards

Local authority
airports

TOTALS

MAFF

Pest Control.

by 1.4.80

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS




DEPARTMENT AND RESOURCES RESOURCES REDUCTIONS
FUNCTION 1.4.79 1.4.80 by 1.4.80

FURTHER
REDUCTIONS
SCHEDULED

TOTAL
REDUCTIONS

DES
Education service

Architects and
Building I E 93

Further Education 67
Schools 99
Teachers 81

Statistical
Services 104% (7%)

Other school
services L9

HM Inspectorate

(inc. support
staff)

¥ estimated figures
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18 September 1980

Sir Ian Bancroft GCB
Civil Service Department
Whitehall

London SW1

o2,
INSPECTOR-GENERAL OF THE CIVIL SERVICE
s Thank you for your letter of 16 September. I am grateful
also for Douglas Wass's letter of 11 September, which crossed
with mine to you of 15 September.

0 We seem to be making progress and I would like to think
that we are now agreed as follows.

3 I did not say that I thought constitutional law and theory

uﬁlikely to help clarify the role and accountability of an I-G,
ﬁply %hat I am no expert there and that the decisions are for
inisters.

4, In general, I firmly believe in knowing the source of
authority for any function and its officers; specifying what

the officer is to do, while leaving him Eroper room for manoeuvre;
and establishing both a clear reporti ine and the duty to
report regularl¥. Equally, I very much fear the effects of
obscurity. In this case, I would expect a crystal clarity.

5% The choices for Ministers are:

sl set aside the Inspector-General idea because exist-
in% arrangements or those to be made are demonstrated to be
satisfactory.

a I8 set up an I-G reporting to the Minister in charge of
an integrated Treasury/CSD or to the Minister in charge of
a separate CSD.

iii. set up a I-G reporting direct to the Prime Minister.

6. I am content for the study team to work on choices (i) and
(ii) and for Douglas, you and me to work on choice (iii).




¢ I am content for the study team to get help from my
office.

2 I confirm my views that the decision on publication is
for Ministers and that openness is the best policy.

g3 You do not mention complaints and su%gestions on which,
as I said on Monday, I shall look forward o having your ideas.

10. popies as before.

/
/
/

/(,./ . e

/ i /2;"' /o
/ Der;k/ﬁéyner
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SW1A 2AZ

Telephone 01 273 5400

Sir Ian Bancroft G.C.B.
Head of the Home Civil Service

Sir Derek Rayner

Cabinet Office

Whitehall

LONDON SW1A 2AS 16 September 1980

bé/é// p@/c%_'

INSPECTOR-GENERAL OF THE CIVIL SERVICE

Thank you for your letter of 15 September, which we discussed
briefly today.

Like you, I don't believe that constitutional law and theory
are likely to help us clarify what might be the role and
accountability of an Inspector-General. What matters, as you
say at the end of paragraph 6, is to find out how best to
maintain the impetus behind the Government's efficiency policy
"without making a muddle of the practical realities of doing
business".

Among those realities, I remain convinced, is that the
dissemination, maintenance and monitoring of best practice in
the fields of economy and efficiency are essential parts of the
work of the Ministers in charge of the Treasury and CSD and of
their departments. In practice, therefore, I still foresee
overriding disadvantages in the notion of an Inspector-General
who stands outside the central departments.

As I mentioned at our talk, I hope that you and Douglas Wass will
agree that the best way to make progress is to ask the Study

Team to consider the proposition for an Inspector-General
operating either from within an integrated central department

or under the present arrangements. This would fit in quite
reasonably with the rest of the Team's remit and could, I believe,
be accomplished without putting at risk the timetable for the
study. The question whether an Inspector-General should be
located inside or outside the central department(s) would be dealt
with not by the Team but by you, Douglas Wass and me in the
advice we shall be preparing jointly for the Prime Minister.

The Study Team will be in touch with Clive Priestley about the

CONFIDENTIAL




CONFIDENTIAL

amount of help he can give them. They might also look at
the comparative need for an Inspector-General in a unified/
non-unified situation.

Finally, I doubt if a decision need be taken at this stage
whether the material in the report about an Inspector-General
should or should not be published. It might be easier for
the Prime Minister to reach a decision about this when she has
seen what the report says. Meantime, I think it would be
prudent not to make any public reference to this part of the
Study Team's work.

I am sending copies of this letter to Douglas Wass, Robert

Armstrong and the Private Secretaries to the Prime Minister,
the Chancellor of the Exchequer and the Lord President.

/L”A Ve,
Tk

TAN BANCROFT

CONFIDENTIAL
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CABINET OFFICE
70 Whitehall, London swira 2as Telephone o1- 233 8224

15 September 1980

Sir Ian Bancroft GCB
Civil Service Department
Whitehall SW1

///iNSPECTOR—GENERAL OF THE CIVIL SERVICE

de3 Thank you for your letter of/}/September; I will take
yourpoints in order. -

Authority and accountability (your para. 2)

&is If I may echo Douglas Wass's letter to me of 21 July we
are agreed:

"that at the centre of any modern organisation there
must be a capability to design and monitor systems of
financial, manpower etc control and management. How-
ever much the constituent parts of an organisation are
required to operate the system, there must be some
central authority for the dissemination of best pract-
ice, for the maintenance of standards and so on".

3. My greference would be to regard the IG's job as relating
mainly to the "quality assurance" aspects of that - monitoring,

dissemination, maintenance etc. Paragraphs 17, 19 and 20 of my

note of 14 July should be read in that light.

4, That said, the remit is to advise the Prime Minister on
the proposition:

"that there might be a new office of 'Inspector-General
of the Civil Service', reportin% to me, perhaps from
within the re-formed Treasury, but available 1o all
Ministers on the efficiency and effectiveness of Civil
Service operations - its role, were it created, would be
mainly one of quality assurance rather than inguisition"
(Prime Minister's minute to Chancellor, 3 April).




o As T understand it, Ministers in charge of the centre
are the Prime Minister, whose responsibilities straddle those
of the Treasury (as First Lord) and the CSD (as Minister for
the Civil Service); the Chancellor; and the Lord President.

I have no difficulty about the proposition that the I-G, if
created, should be responsible to whichever of these three
Ministers the Prime Minister may decide. It is not of course
for me to say whichit should be. With a properly defined policy,
determined Ministerial backing, the right individual and the right
ﬁeam the I-G should serve the Government equally well wherever

e is.

e There is another point here I should comment on, however.
Your letter of 18 July handled the question of an I-G who was a
civil servant reporting to the Prime Minister in rather stark
t%rms (para. 5).  You suggested that, given the responsibilities
of:

"Treasury/CSD Ministers in the field in which an
Inspector-General would operate, I think the answer

mist be that he would come under them - unless the
ob%ect were to provide thePrime Minister with an
official machine for checking on what central Ministers
were doing. That would be amgjor constitutional innova-
tion and not, I would suggest, a happy one".

6 I wouldnot want to forestall or anticipate decisions on
constitutional arrangements, as these must be political in
character. Moreover I do not feel very well qualified in this
field. I am not familiar enough with themachinery of government
to know the exact sources of Treasury/CSD Ministers' authority.
In the CSD, I assume the source is tge Prime Minister as Minister
for the Civil Service. In the Treasury case, I am unsure of the
relationship between the offices of the First Lord and Chancellor.
But what I am quite clear about is my interest here. This is

how best to give the Government's efficiency policy a sustained
cutting edge without making a muddle of the practical realities

of doing business.

e If the Prime Minister chose both to have an I-G and to
have him reporting to her, so far from regarding it as derogat-
ing from the authority of the other central Ministers, I would
see¢ it as a re-inforcement to them of immeasurable value.

8 It would not be for me of course to rule out theMposs—
il

ibility that a Prime Minister - indeed all the central Ministers -
might want the I-G to advise on the effectiveness of one of the
central departments. That would be a good example of "Quis
custodiet .?". I think you know my philosophy well enough
to realise that although I believe in real accountability, I do
not believe in "checking up" in anything but an open and” robust
way. For example, Iamquite sure that the central Ministers would
want to take an opporfunity - whatever means they use - to
appraise the effectiveness of the centre in relation to their
policy for efficiency and good management.




Study team (your paras. 3 and 6)

9. T should like to make two points here. First, despite
what is said in para. 7, of the note circulatd to Permanent
Secretaries on the team's work on 4 July, it is clear that
there is a third BOSSibillty_WhiCh needs registering: _in
oddition to an I-G "either within an integrated cen ral
department or under the present arrangements", it follows
from the original remit and what is said above that an I-G
could operate outside the Treasury and CSD. This needs
registering. Secondly, 1 hope that - given the timetable
and the points made_above about accoun ability - the team
now have enough guidance to enable them to start work.

105 May we ee that they should advise you on the remit
noted in para. 4 above? As required by the M's minute to
the Chancellor, I will assist in preparing a submission to
her as best I can. 1f the task is really too much Hr the
team, we could of course think again about how best to deal
with the remit on the same timetable.

Publication (your para. 3)

11. I think this must be for the Prime Minister to decide
on. My preference would be for openness, especially as the
circle of those in the kmow has now been eatly extended,
but I think this is for political judgment.

Origins of the Inspector-General (your para. 4)

12 I agree that the I-G has to be responsible to one of
fhe central Ministers, whether the Prime inister or the
Chancellor or a Minister in charge of a se arate CSD, so I

do not believe that he(or she) can be "quite independent of
the central department(s)". ~As the a pointment would be one
of great importance, the Minister would no doubt want to con-
sider who should have it very carefully. As you know, I hope
that it would usually be a clvil servant, but' I quite accep

that the Minister might want to bring in someone from outside.

Complaints and suggestions (your para. 5)

13. I am of course willing for this to be considered separately
I look forward to having ¥our suggestions, which I am sure will
be very interesting, and 1tO discussing them with you at a point
which enables us to deal with the issue in your submission.

. » Copies go to your copy addressees.
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

Mrs Lynda Chalker MP W

Parliamentary Under Secretary
of State (Social Security)
Department of Health and
Social Security
Alexander Fleming House
Elephant and Castle
LONDON SE1 6BY | O September 1980

%

INTRODUCING DATALINK BY' ADMINISTRATIVE ACTION
Thank you for your letter of 3 September.

I was delighted to learn of your decision to introduce Datalink
forthwith and am sure you are right to do so.

I am sending a copy of this letter to the recipients of yours.

|

Tl

=

PAUL CHANNON

MANAGEMENT IN CONFIDENCE




with compliments

MINISTER OF STATE

/ |

/L/M
CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086




Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Francis Pym MC MP

Secretary of State for Defence

Ministry of Defence

Main Building

Whitehall ’

LONDON SW1 2HB 10 September 1980

[N

CONTRACTING OUT OF PUBLIC SECTOR FUNCTIONS

You wrote to Christopher Soames on 4 September about the treat-
ment of VAT in making cost comparisons between in-house and
contracted—-out work, urging a change in the existing arrange-
ments in the case of contract cleaning. In his absence I am
replying.

I suspect my letter of 3 September to the Chancellor of the
Exchequer which I copied to you, crossed in the post with yours.
In fact the matter is under review with the Civil Service Union.
We shall be seeking to bring our practice into line with the
Treasury advice.

I am copying this letter to the recipients of yours.

\

PAUL CHANNON




MANAGEMENT IN CONFIDTNCE

10 DOWNING STREET
From the Principal Private Secretary 9 September 1980

Vst B,

INTRODUCTION OF DATALINK BY
ADMINISTRATIVE ACTION

The Prime Minister has seen a copy of
Mrs. Chalker's letter of 3 September 1980 to
Mr. Channon reporting that the DHSS Departmental
Staff Side have been persuaded not to resist the
introduction of Datalink.

She has commented "At last!'".

I am sending copies of this letter to
Richard Dykes (Department of Employment) and
Geoffrey Green (CSD).

John Hughes, Esq.,
Department of Health and Social Security.

MANAGEMENT IN CONFIDEN‘.E




Civil Service Department
Whitehall London SWI1A 2AZ
Telephone 01-273 3000

Minister of State

Richard Shepherd Esq MP
House of Commons -
LONDON SW1A OAA 9 September 1980

Ly

Thank you for your letter of 1 September about
the project on charging for courses at the
Civil Service College, carried out by my
Department under the guidance of Sir Derek
Rayner. i

The Report of the.project has in fact been

available through the CSD Press Office since
the beginning of this year. I attach a copy.

\

PAUL CHANNON \)K
W 1 ¢
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ELIZABETH HOUSE,
YORK ROAD,
LONDON SE1 7PH
o1-928 9222

FROM THE SECRETARY OF STATE

Paul Channon| Esq MP

Minister of State

Civil Service Department

0ld Admiralty Building

Whitehall

LONDON

SWIA 2AZ 9 September 1980

AGREFMENT ON NEW TECHNOLOGY

Thank you for sending me a copy of your letter of 29 July to
Geoffrey Howe.

So far as my‘Department 1s concerned a no redundancy pledge
would be unlikely to cause manpower difficulties and I
support what you propose.

I have no projects at the stage where it can be said they are

being held up by lack of agreement with the Departmental Staff
Side, but my officials will let yours know if any delays occur
for this reason.

I am copying this letter sto the recipients of yours.

Nl e

— \

( CARLISLE

=

(Y







Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon William Whitelaw CH MC MP
Secretary of State ,
Home Office

50 Queen Anne's Gate

}

At the meeting of Cabinet on 1 May, it was agreed that colleagues
<hould let me have an account of the systems which they are
operating to plan and control manpower within their departments
so that I could then draw out from these a note on "best manage-
ment practice" for circulation to departments generally.

eor N U

I have waited until now to follow up this remit, since I know
there has been more than enough to do in considering your plans
for manpower reductions - not to mention other things. Nor .
indeed will the next few months be much easier for you and your
senior staff on the establishments and finance side. But T :
think we must get on with this, both for its own sake and
because it will; I hope, provide a helpful contribution to the
i work which Sir Derek Rayner has undertaken as part of his
exercise on lasting reforms.

I feel sure that the work which we have all had to do on manpower
cuts — and on cuts in expenditure more generally - will have led
our colleagues to reflect on what it is that they need from their
officials in order to reach their decisions in this field.
Similarly, they will now, or very shortly, be considering the
reviews of their administrative costs which Sir Derek Raymer
recommended in his letter to you of 22 February, and will no
doubt be reaching concliuisions on the information they require in
order to discharge their role as the top managers of their
departments - a role which goes wider of ‘course than departmental
manpower alone. I expect all of us will be able to think of
improvements for the future. I think we ought to see how far we
can formulate guidance for 1981 and the succeeding years. This
might take the form of a model or, given the diversity of
departments' sizes, tasks and circumstances, take the less
ambitious form of identifying at least some features which any
adequate system should incorporate. We can only decide that
when we see the material that colleagues send us.




You may find it helpful, in considering your own arrangements,
to see the enclosed notes on the arrangements which Michael
Heseltine and Patrick Jenkin have introduced in their depart-
ments. The former has already been shown to the Treasury and
Civil Service Committee earlier in the summer. The programme
of meetings for the first round described in paragraph 9 has
now been completed, and I know that Michael Heseltine is
considering some possible modifications of the system for the
future. The note describing the arrangements in DHSS is in
more summary terms, but I think it gives a sufficient picture
of the arrangements operating there.

I would be grateful for your views on this in any way you
think best. If you are operating a system which is different
in important respects from that in the DOE or DHSS, I should
find it helpful to have a fairly full account of it. Alter-
natively (or in addition) it would be most valuable to have
your reflections on the role of the Minister as manager in
your Department as you have experienced it so far and as you
intend it to develop. Particularly in the latter case, you
will probably want to cover financial and operational manage-
ment--as well as manpower and -both Sir Derek Rayner and I would
greatly welcome that. Either way, I should be very grateful
to have your views by the end of October.

I am sending copies of this letter to all Ministers in charge
of departments, and to Sir Derek Rayner.

PAUIL CHANNON




with compliments

MINISTER OF STATE

e

CIVIL SERVICE DEPARTMENT
Whitehall London SWI1A 2AZ

Telephone 01-273 5563/4086




Civil Service Deparimcnt
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

John Halliday Esq

Private Secretary to the
Home Secretary

Home Office :

50 Queen Anne's Gate

LONDON SWw1 8 September 1980

RELEASE OF RAYNER REPORTS

Mr Richard Shepherd MP has written to a number of Ministers

- (including my own) requesting copies of the reports of Rayner
projects/scrutinies done by-their Departments. - As Mr Shepherd's
- letters point out, he is a member of the Treasury and Civil
Service Sélect Committee. It is clear, however, that he is
acting as an individual MP and not on behalf of the Committee.

I would be grateful to know if he was written to your Minister
and, if so, what response he is likely to receive. ;
Both the Prime Minister and Sir Derek Rayner have expressed the
hope that Rayner reports will not be subject to unnecessary
secrecy. At the same time, the Prime Minister's written answer

to Mr Shepherd on 22 February made it clear that the matter is
one for individual Ministers to decide. (I attach a copy of this.)

Ministers considered the subject of disclosure of reports generally
to Select Committees last March. There was agreement with the
principles set out in the letter of 10 March from my Minister to
the Chancellor of the Duchy of Lancaster. Paragraphs 5-7 are
particularly relevant and you may wish to draw your Minister's
attention to -them if you have received a request from Mr Shepherd.

Finally, may I remind you of the sensitivities of the Civil

Service Trade Unions over consultation and access to Rayner reports.
When considering the release of Rayner reports, your Minister will .
doubtless wish to know whether Staff Sides have yet seen them.

I am sending copies of this letter to the Private Secretaries of
all Ministers of Departments which have had scrutinies or projects
mentioned in the answer to Mrs Renee Short's Parliamentary Question
on 23 January 1980 (copy attached) and to Robin Birch in the office
of the Chancellor of the Duchy of Lancaster.

%dh S \NGere |

Gary [fogex

Assistant Private Secretary

G D ROGERS







RAYNER REPORTS '

; |
Mr Richanl Shepherd asked the ane
Mmlster if she will arrange for the publi-
cation of all Rayner reports as they are
delivered. | !

The ane Mmlster s The rcports
referred- to aré prepared by’ departmentzﬂ
- officials for ‘their Ministers.:*It. is for tHe
responsible- Minister- to decide how each"»
, should be handled




EXTRACT FROM HANSARD

R.2.:).:%0..

Mrs. Renée Short asked the Minister
for the Civil Service if he will list the
projects carried out in each Government
Department under the guidance of Sir
Derek Rayner ; and what further exercises
are being carried out or planned.

Mr. Channon: The information is as
follows :

PROJECTS CARRIED OUT IN GOVERNMENT DEPARTMENTS UNDER THE GUIDANCE OF SIR DEREK RAYNER

Department
Home Office
Lord Chancellor’s Department ...
Foreign and Commonwealth Office

Her Majesty’s Treasury ...
Inland Revenue ...
Customs and Excise
Department for National Savings
Department of Industry (joint pro-

ject with Department of Trade).
Ministry of Defence s
Civil Service Department
Department of Employment (inclu-
+ ding Manpower Services Com-

mission).

Ministry of Agriculture, Fisheries
and Food.

Department of the Environment
(including ‘ Property Services
Agency).

Scottish Office ...
Welsh Office

Northern Ireland Office ...

Department of Health and Social
Departmc;n of Trade ...
Department of Energy ...
Department of Education and

Science.
Department of Transport...

Topic ' 1

Work of the Radio Regulatory Department,
Attachment of earnings procedure in the County Courts. .
Merger of the Foreign and Commonwealth Office and the former

Ministry of Overseas Development.
Paper handling and registry systems. .
PAYE movements procedures. g
Organisation of London and South East Collections.
Handling of correspondence with the public.

Statistical services of the Departments of Industry and ;l'rade.

Food procurement for the Armed Forces. :

Charging for courses at the Civil Service College.

Peaking of work and use of part-time staff in unemployment
benefit offices.

Pargilime tocal benefit and small full-time unemployment benefit
offices. e ¥ :

Review of training allowances (MSC).

Review of skillcentre network (MSC).

Administration of Farm Capital Grants.

Provision of Management Information for Ministers.

Maintenance of the government estate in the Bath Area ( PSA).

Energy Conservation on the Government Estate (PSA).

Estate Management in Kingston (PSA).

Review of the Consultative Committee on the Curriculum.

Control over Highway Authorities.

Control over Local Education Authority building.

Public Debt.

Rate Collection.

Arrangements for paying social security benefits,.

Services to exporters. ;

Organisation of research and
nologies.

Administration of the Teachers’ Pension Scheme.

development in pnew energy tech-

Arrangements for the promotion and management of trunk road
and motorway schemes.

PROGRAMME OF FUTURE SCRUTINIES IN GOVERNMENT DEPARTMENTS

3 Department
Lord Chancellor's Department ...
Foreign and Commonwealth Office

Hcr'Majmty‘s T_fcasm-y it
_,lpland.Rcveque_

Her Majesty's Customs and Excise
Department for National Savings
‘Departrent of Industry ... °...
Ministry of Defence -

Topic
To be decided.
To be decided.
Arrangements for providing and maintaining transport for Diplo-
matic Service posts overseas.
Review of Directorate of Overseas Surveys.
Monitoring of central Government expenditure.
Annual issue of PAYE deduction cards.
Procedures for rating proposals and appeals. P
Use of accounts registers in tax districts. :
To be decided.
To be decided. ‘ ’
Administration of the Regional Development Grant Scheme.
Arrangements for provision of secondary education for children
- of Service and Ministry of Defence personnel overseas.
Provision of assisted travel schemes and Ministry. of Defence
. establishment bus fleets. : s el
" Requirement for. and the role and organisation of the Claims
- Commission. ;
.Management of internal efficiency and organisation.




Department * Topic :
Civil Service Department - *, .. - Effectiveness of technical services of the Central Computer and

: Telecommunications Agency.
‘Department of Employment ... The delivery of unemployment and supplemcnlary bcneﬁl to
unemployed people (Joint scrutiny with the Department of
: Health and Social Security).
Manpower Services Commission To be decided.
Health and Safety Executive ... Problems of asscssmg costs and benefits of health and safely
requirements, and techniques available. -

Ministry of Agriculture, Fisheries Enforcement of grading regulatlons for eggs and fresh horticultural
and Food. produce.

Department of the Environment Arrangements for the financial control of the water industry.
(including the Property Services Regional organisation serving the Departments of the Environment
Agency). “and Transport (Joint scrutiny with Department of Transport).

Requirement for a works transport fleet (PSA).
Scottish Office e ... Advisory and monitoring activities of the Scottish Dcvclopment
Department with respect to local planning authorities.
Forestry Commission . ... Administration of
(i) private woodlands grant scheme and
(ii) licensing of fellmg

Welsh Office ol . aen .. Procedures for processing of major National Health Scrvwe

building projects.

Northern Ireland Office ... ... Operation of financial control within the Northern Ireland Depart-

ments and the Northern Ireland Office.

Department of Health and Social The Department’s activities in support of health care exports. . -
Security. - . Validation of National Insurance contribution records. G

> The delivery of unemployment and supplementary benefit lo,»
unemployed people (Joint scrutiny with Department of Employ-
ment).

Department of Trade .. ... Administration of the Patent Office and Industrial Property and

¢ Copyright Department.

Department of Energy ... ... Demand for, and resources devoted to, economic and statistical

advice and services.

Department of Education and ‘Administration of student awards.

Science.
Paymaster General's Office ... To be decided. .
Department of Transport... ... Ways of improving_ ‘the enforcement of vehicle excise duty. !
Procedures for setting and oerufymg standards for building roads
and bridges. i
Regional organisation scrvmg thc Departments of the Environment
* and Transport (Joint scrunny with the Department of the
Envnronment) A :

Sonad




10 DOWNING STREET

From the Private Secretary

Mr. Priestley

Thank you for your minute about
Mr. Ray Whitney, M.P's approach to Sir Derek
Rayner to discuss his thinking on a Prime
Minister's Department.

The Prime Minister is aware of
Mr. Whitney's activities on this subject.
She would like Sir Derek Rayner to make
himself available to pursue the matter with
Mr. Whitney.

8 September,




CABINET OFFICE
70 Whitehall, London swia 2as  Telephone o1- 233 8224

September 1980

Ray Whitney Esq OBE MP
House of Commons
London SW1

Thank you for your letter and enclosure of 28 August which
5 hgge seen on my return to London from a busineSs trip to
anada.

I should like to hear more about your ideas for a "Prime
Minister's Department" as an alternative to either existing
arrangements or a merger of the CSD and Treasury. If you
would like to contact L¥nne Holmes in my office” here on

233 8550 we can see what can be arranged. Fortunately, I
think there is some roon for manoeuvre between our diaries
as it will be some weeks before the work preliminary to
decisions is completed.

You refer in fassing to machinery of government changes made

in the early 1970s. I myself waS very closely associated with
one of those, the establishment of the Procurement Executive
in the Ministry of Defence, which I certainly regard as an
improvement on’ previous arrangements.

I shall look forward to meeting you.

Derek Rayner
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Mr Channon sew® Mr Edwards a copy of his letter of
29 July to the Chancellor of the Exchequer about a possible
agreement with the Civil Service Unions on new technology.

_BCS« i l\-'\_/ ; (/\‘K | ')

I understand that officials, here have already indicated to
their opposite numbers in your department that the line
proposed by Mr Channon would not be likely to create
difficulties for us, and I am now writing to confirm that
Welsh Office Ministers are accordingly content with what
is proposed. Certainly as far as the Welsh Office taken
in isolation is concerned, the potential risks inherent

in a no-redundancy pledge seem to be outweighed by the
advantages of reaching an agreement provided that a break
clause is included as proposed.

I am copying this letter to the Private Secretaries of
those Ministers who received copies of yours.

\/L"'\J A3 AN O 42 l A
} \

P J MORGAN
Private Office

G E T Green Esqg

Private Secretary to

The Minister of State
Civil Service Department
Whitehall SW1A 2AZ







“urcuu
i‘tSl)'\

improv

following

manpower “resot o
have concluded are

fofficials will know, we had
dirou,ion sup ted Jn yaur notc w
E;\,il'h:\). at
thu dis of rn“u7ny iLDOTbu ua
A servi 03»w1dc f‘pr@%ob should provide

..J.

matters.

My officials will keep yours informed.

2 MARSHAM &

LONDON SW1P 3

My ref:

Your ref:

ne of
ag re'“ witl
S
imple

support in these

I am copying this to the recipients of your letter.

The Rt Hon Paul Channon MP

MICHAEL HESELTINE
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PRIME MINISTER

Ian Gow has mentioned to you Ray Whitney's letter and article

about a Prime Minister's Department.

Mr. Whitney has also written to Sir Derek Rayner, offering
to discuss his ideas with Derek before he (Whitney) produces a

pamphlet on the subject.

Derek Rayner has asked us whether you would be keen for him
to see Mr. Whitney. Unless you have any BBEEEEEBET_E€_€EIEE§“
that, on balance, it is well worthwhile encouraging any
Parliamentary interest in efficiency matters. As it happens,

Sir Derek has some private knowledge of the Australian Prime

Minister's Department, which has been described to him by one of

its officials as over-large and a great creator of unnecessary

work.

Agree that we should encourage Sir Derek to have a discussion
with Mr. Whitney?

W S

[

3 September 1980




with compliments

MINISTER OF STATE

apeol

CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086




Civil Service Department
Whitehall London SW1A 2AZ

.,

Minister of State

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer i
HM Treasury

Parliament Street

LONDON SW1P 3AG e | % SEPTEMDBER 198D

) : |
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‘ ‘ »

Cyn : ‘
CONTRACTING OUT' OF PUBL

IC SECTOR FUNCTIONS

with your letter of 12 August, you circulated to colleagues the
CPRS Report on this subject.. I -should like to offer one comment.

You refer to the treatment of VAT in making cost comparisons
between in-house and contracteéd-out work. In the case of
contract cleaning the present basis for comparison, which has
been agreed with the Civil Service Union, allows for VAT ‘to be
included. However, this is now under review, and we shall seek
to bring that practice into line with the advice to which you
refer. o : :

I am copying thié.letter to ¢he recipients of yours.

\

PAUL CHANNON
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i CONTRACTING OUT OF PUBLIC SECTOR FUNCTIONS

— there is one particular point arising from Geoffrey Howe's
| letter to Willie Whitelaw of 12th August covering the CPRS
'report which I should like to pursue with you.

(25 This relates to the making of cost comparisons on a basis
‘which excludes VAT. I very much agree with Geoffrey about
'this. As you will know, VAT has been included in MOD cleaning
cost comparisons only because of a commitment to that effect
given to the CSU by Paul Channon. The commitment was given
|in respect of non-industrial cleaners of the Government Office
Estate but it must, in terms of all management sense within
‘this Department also be held to relate to industrial cleaners
iat establishments outside headquarters. This is increasing
our difficulties in seeking to persuade the CSU and TGWU to

o along with our policy of contracting out (and thus achieve
staff savings of 5,000). Although for the most part VAT
inclusive comparisons have shown contract to be cheaper, it
is not as cheap as it otherwise would be and there are already
a number of cases where a VAT inclusive comparison shows
contract to be more expensive. So far this has occurred at
four establishments involving approximately 100 staff.

3 Could you please look at this again and find means by
which the commitment given by Paul Channon can be withdrawn?

4, I am sending copies of this minute to Geoffrey Howe and
to Mr Ibbs.

Ministry of Defence

4th September 1980

MANAGEMENT IN CONFIDENCE
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INIRODUCING DATALINK BY ADMINISTRATIVE ACTION

Before he went on holiday Patrick Jenkin considered how we should handle the
problem of bringing intq/opf:ation Datalink, our new computerised communications
system between cur social security loc: ffices and our Ccnu 1 Office at
Newcastle, given the opposition of our trade unions to 3 asked me to
write to you to explain the likely political and administrative consequences

of proceeding to introduce this new system, if neces by administrati

action, and seek your view on the possible effects tha ich a mov

have on your negotiations about new technologzy at i level.

Datalinle consists of a fairly simple terminal in each of our 500 local offices,
linked to the central records computer at Newcastle. This works in such a way
that benefit enquiries arising each day in the local office, and stored in the
terminal on magnetic tape, can be collected during the night by the Newcastle
computer and answered during the next night over the same linlk, the replies
being printed oul ready Ior use in the local office. This process, which will
take less than an hour in the local office, will replace the present marual
method of local office staff writing out benefit enquiry cards and postluﬁ them
to Heweastle, and getting meplies in the came way some daye later, The

system will avoid the delays which now occur throvgh tul dlfilCW¢11L

and will prov1&;7rﬁzﬂﬁiﬁr%crv1ce for claimants and a more eificient and
reliable way of working for local office staff

The Datalink equipment has all been installed, at a cost of come

but it has not yet been Wroughi Jnto operavion. All that is now ded 15ys,

decision 1o go ahead and a short training programme, The muin ohs t cle is lack

of" agreement™WITH the Departmnental Traue Unions. . They have been fully con

at every stage about Datalink since Fepiuar 1978 when development of the scheme

began, and Lhelr representatives subsequently attended demonstrations of the

equipment. Consultations with them continued throughout ficld trials, which

were completed in June 1979. At this stage the trade unions sought various
Ll

agpurances about the future use of the cquipment, because of fears ahoub the




rapid spread of technolegy in the Civil Service. These fears have led to
negotiations at Departmental and National level to seek agreement for the
orderly introduction of technology into the Civil Service to the benefit

of both CGovermment and the stalff. In an atlempt, however. not to delay the
beneflits of financial investment re prvvrnton by the Datalink equipment

vhile the wider negotiations were taking place, which would obviously take
some time, we gave, in June 1979, our Dc,pa.“m(sn'tal Trade Uniong the following

assurances s —

DeEs R Be that the use of Datalink would not be extended or changed from the
$ PRU. purpoge for which it was bought, ie of providing local offices with
TAKE AltoynT contributions information for short~term incapacity bencfits, without
OF Ti SORT full consultation with the trade unions;
fols that no change would be made in the use of Datalink within 12 months
of its introdacblon;
WHaT L T
- Ch that no staff savings would be made as a result of the introduction of
EMPLOYR R Lot D Datalink Within that same period of 12 months (thc net saving in staff
Do TH\S from this project is negligible anyway);

bW a the introduction of Datalink would not cause any redundancies; and

e. all the safeguards 11~L0u above would be reviewed after May 1981 in
the light of developments, and particulariy in the light of any National

agreement on new technology.

Despite these assurances, in July 1979 the Departmental Trade Unions withdrew
their earlier agreement to Datalink as part ot their ban on new technology
pro dcc,u, and there the matter stood.

Patrick has been concerned to assess whether we can allow this situation to

drag on against the uncertain timetable and outcome of your National negotiations
and what would happen if we were to proceed to introduce Datalink, if mnecessary
by administrative action.

First, we thought that we should clarify the legal position and make sure we
were not vulnerable to action before Tribunsls or the Courts if we went ahead.
We have been advised by the Law Officers that we would be entitled to require
our staff to operate Datalink and would be able to operate our procedures for
temporarily relieving staff from duty without pay if we were faced by a
refusal to op-operate.

——

e are the benefits talinlk £ ata
continuing of not realising those bUﬂﬂrstu. Ue would be increasi
walnerable criticism from the public, Parliament and the Public Accounts

Committee fur wasting taxpayers'! money if we did not now go ahead.

Thirdly, there is the attitude of our own staff. They know the benefits
DuLuWild and the lact tha® they can see the terminals installed in their
offices has meant that they are keen to see those benefits realised. They
are bObUMLnﬁ increasingly critical of management for not proceeding to
introduce it.




Fourthly, there is the attitude of our trade unions. Our assessment was that
they would be unlikely to oppose the introduction of Datalink itself, where
they would be on a weak wicket with our staff and the public. But they might
gseel: to disrupt some more crucial project instead and they might regard the
introduction of Datalink without their agreement as a breach in their
opposition to new technology pending National agreement in your negotiations

To teat these points we have had further talks with our Departmental representatives
against the background of the agsurances we gave in June 1979 and our determination
not to countenance further delay or allow the National negotiations to be used as
8 stopper on-us., I am plecased to be able to tell you that, although our
Departmental Union representatives camnot agree to the introduction of Datalink
until your National discussions are brought to a satisfactory conclusion, they
have agreed not to resist its introduction meanwhile, on the basis of the
assurances we have given and a further one, that live trials of our local office
CAMELOT computerisation project will not start in any local office before

May 1981. As you know, we plan to advance the National implementation of
CAMELOT to realise money and staff savings more guickly, but we will rw~_

able to complete the building, installation and testing work for the pi

project before July 1981 anyway, so that this Ffurther assurance we have given
poses no problems.

On this basis we have concluded that we can and should now proceed to introduce
Datalink forthwith, before anything can happen to sour the situaticu. Ve are
notifying our staff of our decision ULIalbhidway. so that they have the issues
explained to them by mansgement as well as their union representatives, and

the brief training programme will start immediately thereafter. We thought,
however, that you would wish to be aware of this development and in particular
that it is not regarded by our trade unions departmentally as harming or
impeding your National discussions, which all of us wish to see brought to a
successful conclusion as quickly as possible.

I am sending a copy of this letter to the Prime Minister, who had a brief on

Datalink for her statement on Civil Service manpower on 1% May, and to
Jim Priox,

D QA

A

N

MRS LY(}ﬁ CHALXER







Mr PATTISON

"AN AUSTRALIAN REMEDY FOR WHITEHALL'S ILLS?": LETTER FROM
AND ARTICLE BY MR RAY WHITNEY, MP

1. I attach a copy of letter from Mr Whitney to

Sir Derek Rayner, together with an article written b¥ him

for the TIMES. In both, Mr Whitney advocates the establishment
of a Prime Minister's Department, incorporating the Cabinet
Office and its agencies; the CSb; the COI; and even the
E&AD. This is s%%gested as an alternative to the CSD/Treasury
merger which Mr Whitney sees as an improvement on the present
CSD/Treasury separation but as marred by weaknesses, especially
the loads on the Chancellor and the Chief Secretary.

2o The purpose of this minute is to take your advice on
the suggestion at A/ in Mr Whitney's letter that he should
meetSir DR, should the latter wish to explore his ideas further.
(Fortunateiy, no immediate reply is necessary or Eossible as
both Sir DR and Mr Whitney are away for a fortnight.)

3 On the whole, I am disposed to advise Sir DR to thank

Mr Whitney for his letter and Tor a copy of his article but
to say that on this matter he is only one of several people
whose advice the Prime Ministerniﬁht seek and that it would be

better for Mr Whitney to address himself to the Prime Minister
%irﬁcté ng Whitney has, however, sent a copy of his letter
o Mr Gow.

4, If you thought that it would not cross wires or cause
offence, however, Sir DR might agree to see Mr Whitney, being
keen to encourage Parliamentary interest in efficiency matters
wherever it arises. I doubt whether this could be done at a
very early date and it would be necessary for this reason,
among others, to indicate that decisions” on the merger question
are unlikely to be taken in the next few weeks.

Do As it _happens, the impression available to this office
of the Australian PMD is not favourable. One of Sir DR's old
universit¥ acquaintances is an officer in the PMD, which he
has recently described to Sir DR as over-large and a great
creator of unnecessary work.

6. Sir DR will be receiving the Chairman of the Australian
Public Service Board later this month and I myself have good
contacts in the High Commission. Without making a song and
dance about it, we could use these opportunities to obfain an
informal view of the PMD, if that was thought helpful.

P

/ i

C PRIESTLEY Enc: Copy letter from Mr Whitney

2 September 1980 to Sir Derek Rayner, plus
enclosure, 28 August.




CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ

Telephone 01 273 5400

Sir Ian Bancroft G.C.B.
Head of the Home Civil Service

Sir Derek Rayner 1 September 1980
Cabinet Office

70 Whitehall

LONDON SW1

Dezv Devek,

INSPECTOR-GENERAL OF THE CIVIL SERVICE

1.  Thank you for your letter of QZ/X:éus about the
comments Douglas Wass and I sent you on and |21 July
about the proposition for an Inspector-General.

2 The fundamental point that both Douglas Wass and I
were making was that the functions you had in mind for the
Inspector-General cannot be separated from those for which
Treasury/CSD Ministers would need to remain responsible.
Consequently, if there were to be an Inspector-General, he
would need to draw his authority from those Ministers and
be accountable to them. Your letter of 27 August does not
dissent from that view, although paragraph 4 comes close to
endorsing it.

3l If we are agreed on that fundamental point, I would -
subject to Douglas Wass's views - certainly support your
proposal that Julian Moore and Michael Hawtin should consider
the Inspector-General proposition as part of their study of
the central departments. But what they had to say about the
Inspector-General should not, I presently believe, form part
of their published report, and their formal terms of refer-
ence, as approved by the Prime Minister, should not, there-
fore, be amended.

4e I think that paragraph 6 of your letter may be based on
a misunderstanding and one that illustrates the importance of
the fundamental point Douglas Wass and I were making. If the
Inspector-General drew his authority from the Ministers of




Sir Derek Rayner 1 September 1980

the central department(s) and was answerable to them, then

I agree with you that there should be no difficulty in
finding candidates for the post from within the Civil
Service who could win the confidence of Ministers. Only if
he were quite independent of the central department(s) -

and that would be objectionable for the reasons Douglas Wass
and I gave — would it be necessary to think in terms of an
"outsider".

5 As to the size of the staff an Inspector-General would
need, that is an aspect the study team would, of course, need
to consider as part of their examination of the proposition
as a whole. But I do not think that we should ask them to go
into the points you make about complaints and suggestions. I
say this for two reasons. First, they are already working to
an extremely tight timetable and it is important that we
should do nothing which would make it more difficult for them
to meet it. Second, I think the issues involved are rather
different from those to which the study team have been directed
and I doubt, therefore, whether they would be best placed to
take forward the thinking on the subject. I suggest that you,
Douglas Wass and I should discuss it separately.

Sic Finally, I suggest that we should not ask the study team
to begin work on the proposition for an Inspector-General
until, first, we have confirmed that we are all at one on the
fundamental principle about the accountability of the
Inspector-General and second, Douglas Wass has had an opport-
unity to consider and comment on this correspondence on his
return from leave. :

e I am sending copies of this letter to Douglas Wass,
Robert Armstrong and the Private Secretaries to the Prime
Minister, the Chancellor of the Exchequer and the Lord President.

']/xg EVR,
g s

IAN BANCROFT







10 DOWNING STREET

Prime Minister

Ray Whitney has sent me a copy of his letter

to Derek Rayner of yesterday's date, together
with a copy of the article which he has written
for The Times about a possible "Prime Minister's
Department' and these I attach.

~

/
Ll \.

29th August, 1980




RAY WHITNEY, O.B.E., M.P.

HOUSE OF COMMONS
LONDON SWIA OAA Telephone: 01-219-5099

28th August 1980

Sir Derek Rayner,
10, Downing Street,
London S.W.1.

Sl R R

As a former civil servant, (I resigned as Head of the Overseas
Information Department of the F.C.0. to fight the Wycombe
by-election in April 1978) I am delighted that there now

seems to be a wide measure of agreement that "something must
be done" about the Civil Service Department - cautious though
we should certainly be about major reorganisations of the
Whitehall machine. I believe, however, that there is an
alternative to the reunification of the C.S.D, with the

Trea§ﬁ??‘WﬁiEﬁ deserves careful examination and which is likely
to offer much better results in the control of the Civil
Service and the exercise of ministerial collective responsibility.

That alternative is the creation of a Prime Minister's
Degar;ment. I enclose a copy of an article outlinin§-this
possibility written for The Times. (They intended to publish
last week. I asked them to delay as I was overseas but we

are now caught by the current strike.) Within the constraint

of one thousand words, only the most general treatment was
possible and some important issues (such as ministerial staffing
of a P.M.D.) were not even mentioned but I hove the main

message 1is reasonably clear.

I intend to write a pamphlet examining the proposal in suitable
detail but this will "Fake a few weeks to produce and I
understand that decisions on the C.S.D. are to be taken fairly
quickly. Should you, therefore, wish to meet to explore

these ideas further, I should be very happy to do so. (I am
away 2-16 September.) You will not need me to remind you

that 1f wé& embark on organisational changes, we must get them
right first time. We cannot afford more of the sort of
mistakes made by the Heath government.

I believe that the solution set out in your paper addressed
to the Civil Service Sub-Committee on 22 July has a number
of weaknesses, (for example, the inappropriate - and probably




Sir Derek Rayner
28th August 1980

insupportable - loads which would be created for the Chancellor
and Chief Secretarys which could be avoided with a Prime
Minister's Department - although I certainly agree that a
merger of the C.S.D. with the Treasury would be better than
continuing with the present situation. ———

I first saw something of the working of the Aystraliapn Prime
Minister's Depagiment when I was seconded to the Austiralian
Government for two years in the 1960's. I have recently

brought myself up to date in talks with the Number Two in

the Department and with other Australian ministers and officials.

el

c.c. Ian Gow Esg., M.P. :i ;OA& m




‘ AN AUSTRALIAN REMEDY FOR WHITEHALL'S ILLS?

by Rav Whitney

Al

There are two sets of problems which face British governments of

every complexion - how to develop and project a cohesive set of

nolicies when, inevitably, the Cabinet represents a balance of

forces, and how to transform the smothering octopus of the civil

service so that the talent it possesses can be better used for the

————

modernisation of Britain.
e BN

{ “—

|

In 1968 Haroklwilson turned to Fulton and his colleagues but fatally
hamstrung their efforts by confining them to the civil service. They
were not allowed to look at the machinery of government. A decade ago,
David Howell, now in Mrs Thatcher's Cabinet, examined the problems in
pamphlets advocating a "new style" of government. They make depressing

reading today, when the structure he criticised is virtually unchanged

and the situation is worse. 1In 1970 Ted Heath set uo the Think Tank.
In 1974 Harold Wilson formed a Policy Unit. In 1979 Margaret Thatcher

recalled Sir Derek Rayner to work again on the civil service machine.

Many academics and other commentators continue to analyse the problems
but fail to offer proposals for reforms which would be effective and

quick-acting.

The bitter irony is that a solution has been on hand for a long time
It is one which could soon produce a more integrated government effort
and also create the conditions for a fundamental overhaul of the

administrative machine in the longer term. That solution
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would be the creation of a Prime Minister's Deparfment.

It is anidggzﬁgg been resisted steadily by Ministers and mandarins,
each group feéring that it would encroach on their.oyn preserves
of poWer. Even Prime Ministers have opposed it. .Harold Wilson .,
preferring his own Byzantine manoeuveringﬂcondemned it as a
"delusion" and quoted with approval the assessment of Professor

G. W. Jones that with such a Department a Prime Minister's

npersonal power and influence might be reduced."

Opponents of a Prime Minister's Department sometimes seek to
support their case by pointing to experience overseas but take
their examples from countries such as the United States and France

where the constitutional, political and historical traditions differ

so much from our own that they have little relevance. A much more

valid case study is available.

Australia has had a Prime Minister's Department for nearly seventy
»————*\

years - and it works. It has changed over the years and it is

certainly not without either faults or critics but there are few,

if any, Australians in public life who do not regard it as an

essential part of the government system. They find it difficult

to understand how we can operate in Britain without a comparable

arrangement.

The Prime Minister's Department in Canberra fulfills the samé function

as our Cabinet Office in servicing the Cabinet and its various
/\_—\

Committees but it also does a great deal more. It is not merely
a machine for shuffling the paper or even just for acting as

arbitrator between Ministries in dispute. It operates eight
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Divisions which cover the whole range of government acitivity
and: seek to achieve the maximum degree of co-ordination between
the Ministries, in line with the overall policy laid down by the

govérnment of the day.

The Deparfment is charged with assisting not only the Prime Minister
but the Cabinet as a whole and has not meant that the Prime Minister
#ecomes "Minisfer of everything". It ensures that the discussion
of any new policy proposal is as informed as possible -~ which should
surely be the aim for British Cabinets. For example, in Whitehall
e

the rule that papers for discussion by Cabinet Committees should be

Al e has often been used
received by participants 48 hours before the meetlnqkto reduce the
P-«\‘

possibility of opposition being mobilised by other Departments.

In Australia the Prime Minister insists that, except for emergency
e ———
<:\ issues, papers should be circulated by his Department ten days ahead

——————

of the discussion.

——

Bach division of the Prime Minister's Devartment is staffed by high-
N—————— e

quality people who are very experienced in the speciality they are

——

covering. They are well equipped to probe and brod the othern
S ) :
Ministries to ensure that each pronosal put to the Cabinet or its
various Committees has been fully researched and that the PO lbicy
issues at stake are clearly spelt out. Sometimes they go too far
and are disowned by the Prime Minister. They accept this as an

occupational hazard, recognising the democratic necessity of

political control.

When a submission from a Ministry is accepted and circulated, the
Australian Prime Minister's Department vrepares a short analysis

and critique of the proposal, significantly improving the level of
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debate ©f the issue in Cabinet. There is plenty of evidence -

past and present - that British Cabinets need a similar service.

Ministers tend to be so overwhelmed with the burden of running

their own Denartments that they usually have little time, energy
or resources to concentrate on matters which are not their
immediate concern, The temptation to say '"That is X's problem.

I'll leave it to him and hope he's got it right" is very strong.

The creation of'a Prime Minister's Devartment could well lead to

a reduction rather than further proliferation of the bureaucracy.
——

Nor would it really involve a major upheaval - simply a re-definition

and expansion of the current responsibilities of the Cabinet Office.

A Prime Minister's Denartment could ,with great advantage to the

efficiency of the government machine, roll up the functions of the

Cabinet Office and its agencies (including the CPRS which, under

Sir Kenneth Berrill, declined sadly from the position it enjéyed

under Lord Rothschild), the Civil Service Department, which has

failed so lamentably to realise the hopes of the Fulton Committee

and the Civil Service Commissioners. Other candidates for inclusion

would be the Exchequer and Audit Denartment and.the Central Office

of Information. There would be great scope for staff economies

as well as enormous improvement in policv co-ordination.

I do not underestimate the vower of the forces of inertia and

vested interest to defend our vnresent inadequate system but I
believe that there is an overwhelming case for examining carefully
the Australian experience of the operation of a Prime Minister's
Department. We must find _ and quickly - a mechanism suited to
present realities rather than to Cabinet government as it functioned

in the nineteenth century.
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From the Minister’s Private Office

G ET Green Esq

Private Secretary to Paul Channon
Civil Service Department
Whitehall

LONDON
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AGREEMENT ON MEW TECHNOLOGY

My Minister has considered the proposal in Mr Channon's letter of 29 July to the
Chancellor of the Exchequer. His own view is that pledges to avoid compulsory
roduncancv as a result of introducing new technology are in principle undesirable,
could in some circumstances frustrate desirable innovations and may therefore be =
regarded as setting a rather unhappy example to the private sector. He accepts,
howeve:, that the pledge may have to be given, and .agrees that this should be done

if Mr Channon is convinced that this is the only way of securing the co-operation

of the unions. He agrees with the Treasury view that the offer should be held back
until the other elements of the national agreement have been sorted out, and attaches

importance to its being subJect to a break clause under Wthh the Government could
terminate it at six months' notice.

I am sending copies of this to the prlvatg secretaries to the Prlme Mlnlster and

to the other recipients of Mr Channon's letter.
Tousks Sincere (.! 4

D Jones b
Assistant Private Secretary







CABINET OFFICE
70 Whitehall, London swia 2as  Telephone o1-530754% X 31 233 8224

27 August 1980

Sir Ian Bancroft GCB
Civil Service Department
Whitehall

London SW1

A
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IﬁSPECTOR—GENERAL OF THE CIVIL SERVICE

A 1. You very kindly wrote to me on 18 July in response to

(¢ ¥ [ my note of 34 July on this subject. Douglas Wass also wrote
onw2t July. I am grateful to you both for gour letters and
should be obliged if Dou§las would very kindly treat this
letter to you as being also a response” to his.

Ze Vle seem to be of one mind as to the importance of
quality assurance in administration and operations. More

‘s, 1mportant than this, it is apparent from the Prime Minister's

~ meeting on 23-July and observations made to me separately by

"¢ the Chancellor that there is a good deal of interest in and
support for the idea of an officer having the functions I have
described. The Chancellor's letter to me of 22 July on the :
review of the Treasury Expenditure Divisions emphasises
he has "considerable anxieties" about the effectiveness
existing machinery for promoting efficiency and avoiding waste.

B The purpose of this letter accordingly is to see how we
can best progress the matter.

4 I have offered the Chancellor some comments on the "out-
%ostinﬂ" idea which, although I find it attractive in many ways,
think difficult to bring Into effect. I believe that the
answer to the Chancellor's anxieties is to be found, in time,
in a policy for quality assurance, including as one of its
elements a determined and sustained attack under the leadership
of central Ninisters on their causes. I hope that the "last-
ing reforms" programme will contribute something to this. As
you know, I think a unified central department should, as far
as officialdom is concerned, have the lead.

D' The work to be done by Messrs Hawtin and Moore seems to
me to provide an excellent means of testing further my suggest-
ions on the Inspector-General and your own and Douglas Wass's
response. I would therefore like  to suggest that the issue




should be specifically ncluded in their work, I myself, or my
office in my absence, would be glad to give them such further
evidence as they might need.

6. I now go on to make a few comments on the points made by
Douglas Wass and yourself. First, I very much agree that if
the Inspector-General is seen as hostile and unimpressive, he
will not get very far. 1 therefore emphasise once again the
importance I attach to his role of encouragement and promotion.
As for the source of the official appointed, 1 cannot agree
that he has of necessiry to come from outside the Civil Service.
Given the amount and quality of the talent in the Service, I
think that it should have enough self-confidence to be zble to
ut forward a short list of candidates likely to be acceptable
%o Ministers. I can think of several and I am sure you can.

i Secondly, Douglas's reference to the size of his staff.

I still firmly believe that an Inspector-General of the right
quality would not need, in effect, "a whole department". £Kl1

my experience suggests that a small %rou of h1%h quality geople,
wlth %he right ex&erience, directed o the right issues and so
behaving as to make themselves acceptable within departments can
help produce results out of all proportion to the size of their
own operation.

A

Sl Finally, complaints and suggestions.

5l Of course, I am not interested in encouraging narks in
departments. But I do feel, quite frankly, that one has got
to find some way of ensuring that the frustrationsfelt by
officials are_properly investigated, not as a matter of accus-
ing their employing department but as a matter of applying a
fresh mind to a problem where this is necessary.

10. ~ As_for complaints from the public, I do suggest that a
good deal more could be done to learn from the normal mailbag,
The cases considered by the Parliamentary Commissioner for
Administration and, probably, cases handXed by the Public
Accounts Committee. "This is, I quite accept, a knotty issue.
The Service tends to be diligent, painstaking and courteous

but not necessarily all that active in changing its ways. What
one wants therefore, in my view, is a tension between %he
Inspector-General and departments, which recognises the respons-
ibility of the latter for day—to—éay administration and dealing
with their own mailbag but provides’ the opportunity for a secord
opinion to be taken. This might be on the basis of themes
common tothe Service as a whole (eg forms) or something specific
like taxation.

11. = One of the reasons why I regard complaints as important

1s that, in the absence of the profit element, the level and
nature of comglaints offer one of the yardsticks by which admin-
istrative performance can be measured.” Of course, one has to

be selective about this. One has to be able to side-step the
cracked or obsessed complainant. But I am concerned thatl maeny
ordinary Qeople do not Teel that they get a good deal from

government, rightly or wrongly. I think looking at volumes and

(9]
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types of complaints would enable one systematically to identify

the problems which could be handled.

this to Douglas Wass, Robert Arms 11org and
l Prlmg Minister and the

I am conylnﬂ

1e Principal Private Secretaries to
‘hancellor of the E;chcﬂuer.







2 MARSHAM STREET

LONDON SWIP 3EB

My ref:

Your ref:

August 1980

DEPARTMENTAL MANAGEWN
_» Thank you for your further letter of 2% July.
; ) %)

You raise a number of issues to which we

shall no doubt return. But in the meantime
I enclose a copy of my speech to my senior
management on MINIS and other issues as -

<
promised.

I am copying this and the attachment to
the Prime Minister and to Sir Derek Rayner.

. MICHAEL HESELIINE

Paul Channon Esq MP




SECRETARY OF STATE'S ADDRESS TO SENIOR STAFF: 29 July 1980
This Government has now been in office for r5ther over a
year.

It is appropriate for !Ministers and officials in this
Department to review together what we have achieved and where
we nove next.

I know that this period has seen enormous

staff of the.Department.

Two controversial, lengthy and fundamental Bills have been

in Parliament which have affected meny Directorates.

But almost every aspect of>Dopartmental work policy has been
subjected to a degree of unprecedented scrutiny

as a congequence of the new management information system we
have developed.

And all this has happened against a background of fierce
manpower restraint. |

I consider it important that all of us know the scale of
commitment and change throughout the entire Departuent and i
have a list of some 35 major initiatives or policy develovrents,
or administrative changes available for you itemising cnly the
heedlines of the past 12 months.

A small sample illustrates the variety and depth of change

end the demands upon the staff.

The Housing Bill will bring the Right to Buy; shorthold tenura;

1




the tenants charter; a radically overhauled improvement

grant system; more shared ownershipj; a better rent rebate
system; and a variety of other changes.

The Local Government Bill will introduce block grant; control
of local authority capital spending; ‘the abolition of
bureaucratic statutory controls; better manpower and other
statistical information; land vregisters; the repecal of the
Community Land Act; urban development corporations; enterprise
zones; a better planning system; and a framework for Direct
Labour organisations.

We have set up the National Heritage Iund.

%4 DOE-sponsored quangos have been abolished.

Office development permits have been scrapped.

We have accelerated the digposal of surplus government
property.

And, of course, there has been a continuing and time consuming
dialogue with local government on its need to cut its

manpower and current spending.

As I have said, this is not a comprehensive catalogue.

But at the outset I cannot overstate my gratitude,

which my Ministers share,to all those c¢ivil servants in the

Department who have had to work incredibly hard to execule
our policies.
T do not need to tell you that it is a simple fact of life

2




that if a Minister praises the civil service his‘remarks
will go unreported.

On the other hand the slighest criticism is headline news.
You have no right of reply and little opportunity to defend.
It is particularly infuriating for those of us who know
just how well served this country is by its civil servants
to recad the public sneer that it all too easy.

It is particularly galling when politiciané join the chase
often to cover up their own deficiences.

I happen to beiieve that acusations by politicians who have
been in office about the conspiracy of Whitehall say more
about the failings of fheir authors than of the civil serQice..
Dick Crossman's diaries to my mind illustrate not the
obstructive nature of the civil service: rather they
demonstrated his own preferences for discussion as opposed
to decision.

Anthony Wedgewood Benn's recent allegations that he was
frustrated by his civil servants are a rewrite of history.
It was not his civil servants that stopped him.

It was his Prime Minister and his colleagues who found the

policies in which he believed quite unaccephtable.

As far as I am concerned, the officials in this Department
could not have been moré helpful, constructive and co-

operative in working for the objectives which it is the

responsibility of Ministers to setb. : /




We have changed the direction of the last 5 years quife
dramatically and on a wide front reversing policies on which
many of you have been working over those years.

T have never found a trace of obstructiveness.

Of course you will point to weaknesses in ideas we pub forward.
That is yomr duty and your training.

It is the task of the Department to present an issue InE e

round .

Too often as politicians we may not realise the pitfalls

into which we may fall, the consequéntials which may follow,
and the effects which may result that we do not intend.

That is not obstruction.

Obstruction starts when having heard the arguments Ministers
give clear decisionS$ which are not acted on.

Tt would be a travesty of the truth to suggest that there s

a hint of that.

In this Department I have been impressed by the ability

of my advisors to set out the whole picture.

Over the last 15 monthg, of5en on nearly impossible timetables,
subnissions have been produced, solutions found, and policies
enunciated in a way that would be the envy of the private

sector.

On that ecvidence this Departuwent includes staff of the highest

calibre.




Of course there are argumenté oftén about deeply held
convictions but given a decision there is also loyalty

to the Ministerial office.

There is a flexibility and openess of mind which I greatly
respect.

There is imag ination and encrgy.

For all these things I am grateful.

This 1eadsbme directly into the next pointkI want to discuss,
which i1is manpower.

You may ask the legitimate question: when I think so highly-
of the civil service machine is it right that I should-have
spent a good deal of the last year in trying to reduce the
numbers employed in it?

There is no inherent contradiction.

As I have explained on the previdus two occasions that I
have spoken to you, I want a Department that does all the
jobs that it has to do superbly well.

But I do not want the public sector to do’things it'does not
need to do or that the private sector can do vetter or that
the nation cannot afford.

Tt would be very suprising with my underlying philosophy iLiE

I wanted a Department structured and operating on the scale

of my predecessors.
The nature of our work means that most of any change 1
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bring about will reflect itself in the number of people the

Department employs and the way they approach their work.

Between 1 May 1979 and 1 July 1980 staff in the Department
reduced by 4,683%: from 52,122 to 47,439,

A reduction of 9%.

The reduction in non-industrial staff was about 64%;

The reduction in industrial staff was about 12%%.

Over that pewiod the number of staff in the open structure -
under secretary and above - remained constant at 73.

And the same is broadly true in the Principal grades

and above.

But as I shall explain léter that will now change as a result

of the detailed reviews we are completing.

T understand the strains that a continuing manpower squeecze
place on senior management.

But I happen to believe that the Department that will result

in a leaner and tauter form should be @ wore satisfying to

work in.

This will depend very much on ensuring the right valance
between manpower and tasks. |

It is here that we have undertaken the most radical innovations

of policy through the MINIS sytem.




Ministers have not traditionally been involved in the day-to-
day management of their Department.

This has meant that most Ministers have simply not known
except in the most general way what goes on, where, and why.
But it was more than that.

The basic management system just do not exist whereby anyone
else knew either.

The MINIS information changes this.

We now know what you do and at what cost.

I can discuss duestions of whether the work needs to be done
at all, and whether it needs more or less resource.

We can discuss the attitudc and style needed for particular
subject areas, and the appropriate organisation end working
methods.

This novel approach has taken a great deel of effort.

But I believe it is fundamental to everything we do.

)<I believe this because for each area of policy my objective

is to do only what government needs to do, leaving the rest
to others, perhaps outside the public sector.

Vhatever we do, we should do to the highest standards.

We do congume enormous resource it is our duty to be
satisfied that these resources are uscd _roperly.

We have a great variety of expertise, professional and
adninistrative, in the Department: we need to be satisfied

that we are using it properly.




MINIS enables us to ask questions about the long term
implications of what we are doing.

It questions objectives which,in many cases, were set years ago.
Not only does it enable llinisters to ask these questions but

it also ensures that Heads of Directorates and senior civil
servants ask themselves fundamental questions about costs

and priorities in the use of resources...

T have referred to work that the private sector can do

better than us.

An obvious example to me is Direct Labour)including design.

No large government department answerable for every detail

to Parliament can get its costs down to the level of the
private sector.

The overhead of government is large and unavoidable.

But it is also for me desirable that we should play a role
in creating and developing private companies because, at

a second stage, it is they who will use their resources
overscas or in seeking new markets with a flexibility that
is no part of our function.

Other work from which we will withdraw can be broadly
described as the dogble and often triple checlk approach.
Project control 1n'housing and the even less defensible
situation inthe voluntary housing movement are particular

targets in this area.




MINIS will cerftainly lead to a differeht looking Department.
In DOE Central I would expect, as a result of the scrutiny
of the organisations which has been a feature of this round,
that we will move to a smaller Department.

So far I expect to see about half a dozen fewer directorates
(approx' 10%) &nd perhaps 25 or so fewer divisions.

But NINiS has produced a dialogue abovl much more than

Jjust numbers employed. ‘ a

It has revealed attitudes to organisational structure

and personal involveuent which we are .changing.

I should like to describe éome of my personal reactions
GONIIINTST

I have now had 19 meetings - as my office have told me,
the MINIS exercise has made greater demands on my time

than almost any other .aspect of work over the last 4 months.

The view I am left with, es the first round nears an end. ,

is that the Departmentgrew like Topsy.

There is a tendéacy for any organisation, in the private or
the public sector,to grow.

People want to do more, to do better.

In the private sector, the restraint of the market restricts
growth to what the‘company can afford.

This restrichion does not operate in the same way - or unbil
now has not opcrated - in the public

-
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The constraints are remocé, the whim of political change.
There is a mtcdl . affect.

It is easy like Topsy to grow.

Retrenchment is for the other man or other Department.
And because, far too often, no Minister has known what
was actually happening within a directorate he has lacked
the knowlodge4to prevail over the special pleading that
characteriscs any attempt to introduce change anywhere.‘
This lack of knowledge represents above all political
rather than administrative failure.

Politicians ought to know.

But I think other points'cmerged from the detailed analysis

we have done.

Each in itself is relatively small in the scale of this
Department. |

But there is a wider issue.

The impact of Government is today immense throﬁgh its
interface with the private sector.

Our attitudes and practices set a very significant climate
ageinet which many companies opzrate and from which many
managers take the pace.

Let me give some examples.

First - Responsibility for decision taking is often diffised.
Vhen we have looked at specific policy arcas we have found
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flat-headed pyramids where at the top 3 or 4 people share
responsibility.

A1l too.often no one person identifies a speéific area

This must encourage reactive policy.

We are trying to give a sharper focus so that there is a much
clearer identification of person and responsibility for specific
large range subjects. |
Second - one of the strempths of the service is the ability

of its members to move by transfer and préﬁotion sideways

and upwards from one subject to another.

As one progresses through one's career ore moves in this

lateral way to take charge‘of policy areas over which one may hGVCY
had no personal expericnce but within which many
people are employed.

The pressure of just doing the job and the lack of managemen?
information tend to leave great areas of the burear-cracy

outside detailed senior management scrutin as a consequence.
The simpler disciplines of the privaté sector and the fact

that most promotion is up through the same discipline

(sales, finance, production) tends in my view to lead to the seniaq
manager knowing more about the job his Jjuniors are meant 1o}l (oHo]rs

This lack of detailed knowledge by managers is the price we pay
in the public service for the availability of people who have had
a wide range of experience and can turn their hand to almosc any
task.

Third - too often I have found secparate divisions operating

directly in the same field because the administrators are
apart from the professional and technical staff.
Not only does this lecad to excess manpower and eoxtra divisions

hut 9t cean leave:the "evnert!" at one s EEGL ML, S el | L R Al
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taking.

I want to see far more fusion of the disciplines both by

bedding outb tcéhnical experts with administrative divisions
and also winere possible by putting the qualified expert in
charge of such divisions.
Fourth - heads of division did not know what the services
they provide costs in wages and salaries.
T have no doubt that the changes we have made have had a
veneficial effect but there is still a long way to go.
Fifth - there has been a marked lack of creative tension
petween those responsible for providing the cervices and those
spending the money on the one hand and those responsible
1

for -the accounting side of the services on the other.
The criticising and constructive role of the management
accountant is too low key.
You will all know that this was oﬁe of the first changes ve
made and I would like to pay personal thanks

to the team who designed and implemented the
MINIS system - and particularly to Ken Ennals and David Bradley.
Sixth ~ by examining in detail the very large Research and
Development programme of this Department it has energed
that virtun]ly all of it is placed with the public sector
This does not in my mind reflect a proper balance of national
priority and ignores the significant benefit thﬁt overseas
companies get from the R &-D prograumes of their governments.
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These are very much my personal observations.

MINIS has thrown up many proposals for change, and these
will be followed through.

In some senses, the style and method of operation that

Ministers want to see may be more important than the simple

shedding of functions.

For the future, 1 want to build on the system we have
developed together over the last 6 nonths.

I regard the merits of a management infornétion system as
proved.

But I would welcome your views.

I would like your idcas on how the MINIS system should now
be developed.

I would like to see some simplification of the administratiocn

involved in preparing the MINIS reports in the next MINIS round.

T will listen carefully to all that Directors have to say

both on the detail and on the principle.

12
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T hope the achievementsof the last year will have produced

a high level of morale among fhose who have been involved

with them, even though it has meant - and continues to mean -
some near-intolerable pressure of work.

However I realise there are other large areas of work in the
Department where the main impact of_the present administration
is the prospect of change in organisation, often change designed
to bring about contraction.

I am acutely aware that such prospects cause uncertainty and
anxiety.

And I shall not dxdge the central issue of the effect on morale
of the Government's re.c ent decision on civil service pay.

A central plank of our policy towards inflation has obeen

the need for both management and unions to act responsibly

in pay bargaining.
encouraging management in the private sector to behave
that way, we believed it was cssential for Government

set its own example, although recognising there would
unpleasant consequences and that the decisions we t ook

14




would bear hard upon certain groups.

At some stage the vicious upward cycle of pay and price
inflation has to be stopped. |

We cennot as employers ignore the fact that all over the country
jobs are being lost in company after company through lay offs,
redundancies and bankruptcy as we fight to change ﬁhe
inflationary climate.

The private sector is now paying a very heavy price.

Tt would be unthinkable for the government not to recognise

the consequences on the morale of the private scctor if we

did not clearly play our part in reducing the expectations

of wage settlements.

That seid, I personally also happen to believe theat the
civil service pay structure is far tooinflexible.

There is not enough scope for rewarding more highly those
who deserve ~higher rewards. |

T would like to sce develop a system which gives much more
flexibility to the head of the individual Department.

I hope that whatﬁ;ver vour views on the decisions we have
taken on pay, and will have to go on taking, you will be

able to understand the reasons behing them.

Over the next year there will be major and exciting changes

within the Department.

15




For the regional offices, the Housing Bill and the Local
Government Planning and Land Bill, will mean changes involving
dropping a lot of the detailed work on housing and taking on
new and much more promotional work on inner areas -

enterprise zones; enterprise agencies; land registers; the

2 UDCs; and the new tripartite local government/Central
Government/private sector approach for perhaps %0 or so0

cities working through the CBI, the ABCC or through individuval
firms that will provide the stimulus to faster economic

revival.

On top of all these changes I have set up a study of the
regional offices which will report to me at the end of next
month.

It is building on the material already available and is

specifically taking account of the requirements of new

legislation and the other new initiatives I have just

been talking about.

.To those of you who are particularly concerned with regional
offices I would leave 3 thoughts.

Firstly, I have taken no decisions about the future number
and organisation of regional offices except that I strongly
believe in the need for the Government - and particularly
this Department - to have an effective regional presence.

16




Secondly, I will reach a decision as soon as possible after
I have the study report and after the Staff Side have had’

an opportunity'd?putting their views to me on any proposals
for change..

Third - and this is the most important of the points -

I aftach the preatest weight to the regional offices playing -
a positive and energetic role often in areas of activity

in which we have not operated in the past.

One administrative change I want is that there is one
identifiable person in the Department through whom as many
of the Departuments contacts as possible are channelled

It will help local government and private industry working
witﬁ us on land registers, urban programmes and many other
issues if they have one person to deal with.

And I believe it will heighten that persoﬂs kxnowledge of

the area concerned.

It will help our understanding of and involvement with a town
if we are represented by someone who spends time in it.

Who knows its needs and can quickly match to them those

areas of help that we offer and administer.

WeAare putting the full weight of this Department behind local
comnunities and industry.in their difficult but essential

task of creating wealth, jobs and opportunities.

This will mean new functions and, above all, a new style.

17




I pelieve you will find both the content and style worthwhile.

I ought to say a word about the PSA.

T have begun MINIS meetings with the PSA.

The P5A hag an important rale in the management of the
Government estate — indeed a vital role in support of the
Armed Forces and serving the operational needs of Government.
The question is not whether the work needs to be done bub
how it is done and by whom.

I want to see PSA enlisting the resources of the private
sector across the whole range of its work - and working with
the private sector soO as to stimulate it and improve its
performance.

There is immense scope here for a positive and constructive
approach.

We are a vast customer with a procurement budget to match.
The private sector in its most enlightened form would not
hesitate to Join a constructive dialogue with its suppliers
to strengthen their product and their performance.

There is counsiderable ] A as customers
and patron.

We shall be exploring how it can help compsnieé improve thé
products they sell to us, bto strengthen their exporting
capability and to stimulate through competition the pursuit

of architectural quality and. excellence.

ng




This Department is not only through the PSA a mejor employer
of labour but we also sponsor the construction industry. |
We shall explore particularly through our membership of

the Building and Civil Engineering EICs all

avenues to support the industry.

I want to see PSA as a thoroughly professional and efficient
organisation, managing the Government's vast property
portfolio, managing the Government's building programme

and acting as a strong influence for good on the quality

of the environment and on the construction industry.

This does mean change -~ in attitudes, responsibilities

and working methods. |

But it also means that I see a strong positive role for

PSA,

Undoubtedly far more of the work will actually be carried out

in the private sector.

But the tasks of managing the government estate and supporting

our defence capability will remain huge snd essential.

For DOE generally, I canndt see the next year being any less of
a strain for officials in this Department than the previous

one has been. |

The manpower squeezé continues, and we shall have the outcene
of the first MINIS round to implement.

There will also be the major task of implementing




pieces of legislation.

We hope for a lighter legislative load next session, but

we also hope for some new DOE legislation too.

The Department's relationship with local government will be

at the core of much of the work over the next 12 months.

But let wg have no doubt about the massive contribution

we can make not just to the work of this Dgpartment but also to

“

the wider well being of the British economy and eavironment.
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13 August 1980

I am writing in haste as I am about to leave for the Continent.

This evening's edition of the Evening News, with a full page report
by Chapman Pincher, is I am afraid an example of being misled as
to the purpose of an interview.

Harry Chapman Pincher is a friend of my Chairman and I meet him
from time to time down at the Chairman's home. As you will see
from the attached letter, I agreed to be profiled for a series in the
colour supplement of the Evening News, which was to be along the
lines of the article he had done on Lord Sieff. When he visited me
here a short time ago indeed the interview was largely about my
personal career and life outside the business but, naturally, he
turned to my present work in Government. As you will note in the
part not affecting statistics, he has managed to turn round my
assertions that the work is done by Civil Servants, and that I am
engaged in an advisory capacity was also somewhat distorted. This
was in spite of the fact that I sent him last week, as I had promised
to do, the published Evidence I gave to the Treasury and Civil
Service Committee, which contains a great deal of the detail of my
work, from which it was clearly drawn, not discussed when we met.

He turned, as indeed do many people to whom I speak, to the amount
of forms and paper generated by Government and its impact on the
citizen, and asked if he could see the collection of forms which had
been assembled here. I could hardly refuse him admission and he
spent no more than a few minutes asking questions. I stated that
work was well in hand on reducing this load and that the need for
reduction was accepted but, again, as you see, this has been turned
round to a provocative statement.

Frankly, I have kept a very low profile in respect of the press but
there clearly is a limit as to how long I can keep them all at bay,

particularly as, with lack of information, they tend to guess or go
to others. I have just completed interviews also with Hennessy of
The Times and Kellner of the Sunday Times and await to see what




t.hey make of the interviews which were held in Whitehall, with
Clive Priestley present, because they were set up for a different
purpose from the Chapman Pincher interview. Frankly, I do not
know what they will write, as they usually have some flag to fly
which they do not reveal in asking questions. I intend to have a
spell of freedom from the press again after this round, as needless
to say, it is not only disturbing for people like yourself to read this
kind of copy, but is also largely counter-productive to what I am
trying to do.

Sir John Boreham KCB

Director and Head of the Government Statistical Service
Central Statistical Office

Whitehall

LONDON

SW1A 2AS




16 Church Street, Kintbury, Newbury, Berkshire. Telephone: Kintbury 397
24.4,.80
Dear Derek,
I am most grateful to you for agreeing to be
'profiled' for my series in the colour supplement of the mvening
llews. As you may know larcus was very pleased with my effort there
on him.
I would be indebted if you could manage to do it
sooner rather than later as I need you to leaven the loaf of
military gentlemen, of whom I have had something of a succession.

e have moved to the abgve address,which is glorious

and very close to Marcus. Are you going to be staying with him in

the near future? It would be marvellous to slip over and interview

you there in relaxation.

apman Zincher.
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Treasury Chambers, Parliament Street, SWIP 3AG
' 0O1-233 3000
13 August 1980

G. Green, Esq.,

Private Secretary to the
Minister of State,

Civil Service Department
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AGREEMENT ON NEW TECHNOLOGY

Mr. Channon wrote to the Chancellor of the Exchequer on

29 July about a possible agreement with the Civil Service.
Unions on new technology. I am afraid the Chancellor has
not had the chance to study this question; this letter
represents the advice of his main Departments, and cannot
be held to commit him. But you may find it helpful to have
a reply before your deadline, and I have no reason to think
the Chancellor would dissent from the advice he has received.
The announcement which the Government have just made on the
computerisation of PAYE has, of course, taken much of the
urgency out of this question so far as the Chancellor's
Departments are concerned, but it remains an important
general issue.

Our understanding is that the proposed break clause would
apply to the whole agreement (which would cover the Civil
Service generally), so that the price of invoking the clause
mwight be heavy. In practice, therefore, the protection which
it offers seems pretty limited. I am sure the Chancellor would
have preferred to avoid a pledge; but if Mr. Channon is
convinced that it is the only way of securing the co-operation
of the unions, the Chancellor would, I think, agree that it
should be offered, but that the offer should be held back
until the other elements of the national agreement have been
sorted out.

I am sending a copy of this to private secretaries to the
Prime Minister and to the other recipients of Mr. Channon's
diebters

1
l</\’7 v |
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M.A. HALL
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PEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castic, London SEI 6By

Telephone 01-407 5522

From the Secretary of State for Social Services

Paul Channon Esq MP

Minister of State

Civil Service Department

Whitehall

London

SW1A 2A7Z August 1980

y i e

AGREEMENT ON NEW TECHNOLOGY \

Thank you for copying to me your letter of 29 July to Geoffrey Howe about the
possibility of offering a no redundancy pledge to the Trade Union Side in the
New Technology negotiations.

I very much share your view that we are unlikely to achieve progress in these
negotiations without making such a pledge. In DHSS, for example, the Trade Unious
are pressing for an agreement which would include a guarantee that there would be
no job losses as a result of new technology. They argue that staff made surplus
by the introduction of new technology should be redeployed to improve services

to the public and to provide for shorter working hours or increased leave
allowances or the like. So far, they have not given any indication that they
would be prepared to settle for a no redundancy pledge but I suspect this is the
least we shall need to reach agreement on the introduction of new technology.
Clearly, we cannot provide a no job loss guarantee.

Your letter mentions some of the difficulties we are likely to encounter if we
agree that there should be no redundancies. In this Department the wastage rate,
particularly among staff in the lower grades whose Jjobs are most likely to
disappear with mechanisation, is fairly high. 1y manpower planning suggests that
the substantial manpower reductions which I intend to make during the next four
years can be achieved without compulsory redundancy, although I have not of course
been prepared to give a commitment to the Unions to this effect since the
existing Civil Service redundancy agreement means that the Service must be looked
at as a whole. I realise that if, in the future, reductions through economy
measures coincide with the introduction of large scale new technological proj

I may not be able quickly to make the necessary adjustments for all the staff
reductions through natural wastage at every location. In some of the more remote
parts of the country we may have to retain surplus staff in some local offices
for a time while natural wastage takes effect, and I would need to be able to
fund a gradual rundown, although experience suggeets this is not an insuperable
problem.




1D
ad

a

>

. Without a National New Technology agreement, however, I see considerable difficultics

in introducing any large scale projects. The current mood of the DISS Unions is not to
co-operate, as their attitude on Datalink indicates. Datalink is in fact a
relatively small project which will save 17 posts only net. Camelot, on the other
hand, is of much greater importance, not only because it will produce savings of
about 2,800 posts, but also because it represents the first major break-through in
the modernisation of the way in which we administer the local office end of the
social security system. I feel sure that without the Unions' co-operation its
introduction could be seriously hampered and delayed, although it would be my
intention to drive it through if necessary. Negotiation with the Unions at
Departmental level will not lead to the Unions in DHSS lifting their ban, because
the corner-stone of their case is the securing of benefits for their members, which
is beyond the scope of Departmental discussions.

A no-redundancy pledge seems to be a relatively small and realistic price to pay

if this will pave the way for a new technology agreement and the lifting of the
Unions'! ban. However, I do agree that in this rapidly developing field such a
commnitment could not be open-ended. Nobody can give a guarantee for all time.
Including the sort of break-clause you suggest might I suppose create some suspicion
among the Unions and it may be preferable if we were to offer a no compulsory redund-
ancy for a fixed period, say, four years. This is the kind of period over which we
can make realistic projections and it could be reviewed, under an agreement, at set
intervals. I agree too that there could be practical problems in distinguishing
between those made surplus because of '"new technology" and those made surplus for
other reasons, but I do not think it should be beyond the wit of management to
overcome such problems.

I note your references to datalink, and now that we have the Law Officers' Opinion
we are considering whether to proceed by administrative action. Iynda Chalker
will be writing to you about this shortly.

I am copying this letter to recipients of yours.

\




HOUSE OF LORDS,
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With the

Lord Chancellor’s Compliments
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AJQUVLID { y ‘ Agreement on New Tec?nology

I have seen a copy of your letter of 29th July to Geof‘rey Howe.
As far as my responsibilities are concerned, I would have no obwec ;ion
to your giving a pledge of no compulsory redundanc1es, provided it
included a break clause on the lines you envisage, and provided that
it was also made clear that the pledge extended only to posis made
surplus as a result of the introduction of new technology ard not
from other causes. I hope that the implementation of new t'~Hnol<;V
projects here would proceed more smoothly if this could be done
within the framework of a national agreement, and I would accept the
proposed pledge as the price of getting such an agreement.

I am sending a copy of this letter to the reciﬁients of yours.

(rs+

Paul Channon Esq MP
Minister of State

Civil Service Department
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Thank you for your letter of 29th July about an
agreement on new technology.

All I need say at this point is that I agree with
your proposals. Although there may well be difficulties
from time to time about the introduction of new technology
in the many different parts of the Home Office, we hope
to be able to keep low the numbers of staff directly
threatened by redundancy. In those situations the
acceptance in principle of new technology subject to no
detriment to staff that our Trade Union Side have
expressed could be very useful, and I should like to be
seen to buttress this by something positive. Your
undertaking seems to fit the bill.

I am copying this letter to the recipients of yours.

T SO
ki&rgfg U tad
The Rt. Hon. Paul Channon, M.P.
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Telephone Direct Line 01-213 . 6400
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Rt Hon Paul Channon MP

Minister of State

Civil Service Department
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AGREEMENT ON NEW TECHNOLOGY
You sent me a copy of your letter of 29 July to Geoffrey Howe.

We have been urging other employers and unions to reach agreement
on the rapid introduction of new technology. So far as the Civil
Service is concerned, whether a national agreement is worthwhile
will depend on its detailed terms. It will be essential not to
give too much away.

Almost every agreement on new technology outside the Civil Service
contains a no redundancy clause. My view is that, on balance, a
framework agreement for the Civil Service is desirable if it can
be obtained on acceptable terms and that in that case a no
redundancy pledge is a price worth paying.

But there is no doubt that there is a price te be paid,

of increasing the potential difficulties of reducing Civil
manpower. For example, in order to achieve the cuts reguired o
it, the Manpower Service Commission may have to make redundant i
numbers of non-mobile and specialist staff in a few (mainly isolated)
locations where they cannot be absorbed into other offices within
daily travelling distance or redeployed into appropriate specialist
posts elsewhere, The MSC consider that none of their present
computer developments will in themselves lead to redundancies. But
at the same time as the staff cuts various computer developments

will be going ahead in many MSC offices, so that there will be plenty
of scope for arguing that any redundancies arise from the
introduction of new technology, rather than there real cause ie the
manpower cuts; and there is indeed 2 connexion between the two, for
the first reduces departments' capacity to avoid redundancies arising
from the second. For these reasons, a no redundancy pledge and
allegations about breaking it may lead to industrial relations
problems and may. cause us some delays in achieving staff cuts. 3ut
overall I see these as a reascnable price to pay in return for the
benefit of a naticnal agreement. '

W By e 5

._,
e |
5]
]
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You suggest that either side might: be able to withdraw frcm a no
redundancy pledge after giving 6 months' notice. While the unions
might accept such a clause on the whole agreement, as this is
normal practice, I doubt very much whether they would accept it
linked directly to the no redundancy pledge. And, in practice, for
the Official Side to give notice of termination would be a very
difficult course in industrial relations terms and liable to cause
much alarm among staff generally. An alternative might be to think
in terms of a specific time for which the pledge would apply -
though there are similar difficulties in this approach.

Finally, it is vital that Departments must not be inhibited from
pressing forward with new technology projects by administrative
action while the talks on a national agreement are taking place.

We will be happy to tell you, at official level, about any such
projects, but I think that the final decision on whether it would be
fruitful for the CSD to discuss such projects with the Trade Union
Side at national level must rest with the Departments concerned.

I am copying this letter to the recipients of yours.

/REpproved by the Secretary
of State and signed in his
absence/
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WHITEHBALL, LONDON SWI1A 2AU
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AGREEMENT ON NEW TECHNOLOGY

Thank you for copying to me your letter of‘3?<July to Geoffrey Howe.

I agree on balance that we should offer a pledge (subject to
termination at 6 months' notice by either side% of no compulsory
redundancy as a result of new technology but hold back theoffer until
the other elements of the national agreement have been sorted out.

My impression is that, in the absence of an agreement, local unions,
with the backing of their headquarters, could successfully resist
particular projects even though the staff themselves wanted to

use modern egquipment. We have had two projects this year (Registration
of Title to Land in Scotland and Fines Accounting in one sheriff court)
where, although the staff were keen to proceed, the local unions

would not agree until they had had clearance from their headquarters.
That clearance was obtained by negotiation but I doubt if we would

be so successful again if the Government refuse the no-redundancy
pledge. Union co-operation could still be withdrawn in both of these
projects.

I have no other computer projects where agreement cannot be reached
with the departmental unions. My staff are ready to go ahead with

some further Word Processor proposals. We have already installed
several, mostly single-line display, models. But we have been

holding our hand until we receive from CSD the report expected

shortly on the results of the trials undertaken to evaluate word
processing equipment for typists under controlled conditions. Given
the hard line taken by CPSA in the Scottish Office, we see no advantage
" in trying to proceed until the report is available.

I am sending copies of this as in your letter.

)

L.

FeE

Approved by the éecretary of State
and sipgned in his absence.




Lord Advocates Chambers
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The Rt Hon Paul Channon MP T August 1980
Minister of State

Civil Service Department

Whitehall
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AGREEMENT ON NEW TECHNOLOGY

T have seen your letter of 29 July to Geoffrey Howe regarding an agreement
on new technology.

My officials concerned with the Crown Office and Procurator Fiscal service
in Scotland are at the present moment negotiating with the Departmental gtaff
side regarding the effect of introduction of computers and word-processing
equipment. We would welcome a pledge such as you propose.

As one of the objects of introducing such machinery is to save on
manpower we would expect to achieve some savings, but the indications are that
we could do so by natural wastage.

I am copying this letter to the recipients of yours.
daaes
N
O.w—; :

Lo fad | "i

COMEDETIAL







With the Compliments
of
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7 August 1980

LorD ADVOCATE’S CHAMBERS
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Telephone : Direct Line  01-212 0515
Switchboard 01-212 7676
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AGREEMENT ON NEW TECHNOLOGY

Thank you for sending me a copy of your letter of 29 July to
Geoffrey Howe.

Although I foresee that in some Departments there might well be
problems in differentiating between redundancies arising from new
technology and from other causes, I see no reason to dissent

from your proposal to offer a qualified pledge to the Civil Service
Unions. '

I foresee no problems arising in this Department. We are examining
in collaboration with the CSD and Staff Side the possibility of
introducing a Word Processing facility but it is now unlikely that

redundancy will be a factor to be considered.

I am copying this letter to the recipients of yours.
bying I v

th-‘ c

D A R Howell

s
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MINISTRY OF DEFENCE WHITEHALL LONDON SWiA 2HB
TELEPHONE O1-218 9000

DIRECT DIALLING Ol1-218 2111/3

MO 2/2/6 ' 7th August 1980

ACREEMENT ON NEW TECHNOLOGY

Thank you for s ﬁding me a copy of your letter to
Geoffrey Howe of 29th July.

Although we have not in the Ministry of Defence
so far encountered any difficulties over the introduction
of new technology of the kind outlined in your letter,
and have made considerable progress with both large computers
and office machinery, I recognise that Union resistance in
certain areas could be effective. We too consider that,
given the nature of the central discussions in recent months,
progress with the Unions on a Civil Service wide front on
this subject is unlikely without a guarantee of some kind, I
therefore reluctantly agree that Officilal Side megotiators
may, to avoid a breakdown in negotiations, hold out the prospect
of a limited pledge on no compulsory redundancy. The more
discretion that can be left to individual Departments the
better.

The form of the pledge still needs careful thought. I
am not certain that limiting the pledge by the insertion of
a break clause providing for termination at six months' notice
will serve much useful purpose. The Unions may see little
benefit in it to them and will not be satisfied with an
agreement which the Official Side could terminate after a
relatively short period. The alternative is to have a four
year agreement. ‘

The Rt Hon Paul Channon MP
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This is about as far ahead as we can reasonably assess
the manpower implications of mew technology: 1lst April 1984
might appear attractive to the Unions in that it gives a
pledge covering the current numbers reduction exercise.
Whatever the agreement it must be recognised that we may
have to pay a price in limitations on management flexibility.
We can only hope that the traditionally high turmnover of
staff in these areas will mean that surpluses can be dealt
‘with in other ways than by compulsory redundancy.

I am sending copies of this letter to the recipients
of yours.,

Francis Pym

CONFIDENTIAL
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State ; 6 August 1980
The Rt Hon William Whitelaw CH MC MP
Secretary of State
Home Office
50 Queen Anne's Gate
London
SW1H 9AT
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STAFF INSPECTION

At Cabinet on 1 May I was invited to bring forward proposals
for improving the effectiveness of staff inspection.

2. I attach a paper which contains proposals for strengthening
the management and deployment of staff inspectors, the quality of
staff inspection and also the rate of implementing recommendations
by staff inspectors. These proposals have been discussed with
Departments. They are in line with action which is already in
hand in a number of departments to strengthen staff inspection.

3. There are three key points. I hope colleagues will be able
to give personal attention to progress on these in their Departments:

a. Implementation

In recent years there has been a worrying drop in the rate at
which recommendations by staff inspection for staff reductions
have been implemented. Service-wide, in 1978, under a third
of such recommendations had been implemented six months after
inspection reports had been received. While Staff Inspectors
are not always right, we need to get a very much better rate
of implementation. I suggest in the note that, where there

is unjustified delay in implementation beyond three months
after production of an inspection report, senior management

in the Department should personally intervene.

b. Management and Deployment

If we are to get the best out of staff inspection, there needs
to be clear and positive arrangements for its management.

I suggest that, where this is not already the case, a
relatively senior official should carry responsibility and
accountability for staff inspection performance. There should
be a shift of emphasis from routine cyclical inspections to

a rather greater concentration of effort in areas in which
staff inspectors are likely to make the greatest contribution
to efficiency.

(Cont¥d. )
MANAGEMENT - IN CONFIDENCE
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c. Maintaining a Healthy Staff Inspection System

There have been improvements in the past which have not been
sustained. There-is a need regularly to monitor staff
inspection to see that it is performing as effectively as

it should. The suggestion of an annual report to Ministers

and senior officials in each Department is designed to help
with this.. "1 suggest that the first such report should be
produced at the end of this year SO that we can review progress
early in the new year and see whether more needs to be done.

4, Staff inspection is of course only one meamns of improving
efficiency. Work on SoOme of Sir Derek Rayner's " gsting reforms"
proposals 18 continuing but I believe that action along the lines
proposed in the paper should not meanwhile be delayed. We can
take account of any new points which emerge from the further work.

5. None of the changes proposed should inhibit the independence
and the objectivity of staff inspection. That is crucial to
obtain continued co—operation. But I do believe that we have

a right to expect that stre pection with firm
support and direction from senior managemn d be able to
make an important contribution to improved efficiency and
economies in the use oAl S e fait) Departments.

60 Leam sending a copy of this letter to all Ministers in charge
of Departments and for information to the Prime Minister and also
to Sir Derek Rayner and to Sir Robert Armstronge.

PAUL CHANNON

MANAGEMENT - IN CONFIDENCE
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STRENGTHENING STAFF INSPECTION

Note by Minister of State, CSD

The task of staff inspection is "to ensure that the number of
staff is adequate, but not excessive, to carry out necessary
functions, that the staff are properly graded, that the
organisational structure within which thé work is carried outb
is appropriate to it, and that essential work is not left
undone! . If this. task is undertaken effectively, experience
shows that it can make a valuable contribution to efficiency.

CSD has conducted various studies of staff inspection in the
Civil Service,. including field enquiries in a number of departments.
The results show that while much good work is being done there

is nevertheless considerable scope for improvement.

Implementation

Greatest benefit is derived from staff inspection when decisions

on the recommendations are reached and implemented within a
reasonable time-scale. There is little difficulty in obtaining
acceptance of recommendations for increases. There are sometimes
problems about gaining agreement to reductions and downgradings.
While the figures I have seen must be treated with caution, I

was discouraged to find for example that of the net 2,500 reductions
recommended in 1978, only 800 had been firmly agreed with line
management six months after the inspection report was produced.
Inquiry shows that the main reason for this is allowing scope

for line managers and the unions to prolong the argument.

The position wili vary from department to départment and although
we cannot expect the Staff Inspectors to be right every time,

the figures suggest that the contribution to efficiency which

staff inspection should make is being unnecessarily blunted. The
Code of Practice of staff inspection provides for implementation

of recommendations within 3 months of the production of the report.
If there is unjustified delay beyond that, senior management should

intervene.

MANAGEMENT - IN CONFIDENCE
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Deployment

Since the early 1970s, CSD has pressed for all. parts of a
department to be covered by staff inspection within a three-
—year cycle. Although I agree that no area should be neglected
for too long, now we must give greater emphasis to deploying
inspectors in those areas in which they are 1ike1y‘to make

the greatest contribution to efficiency.

Management

Most Staff Inspectors are staff at middle to junior level.
Without firm direction and support from the top, they will not
be fully effective. Without adequate implementation of their
recommendations they will become discouraged. Although each
department must find its own solution, I am sure that the
responsibility for the effectiveness of staff inspection must
rest firmly on someone at no lower than Assistant Secretary
level who should be held accountable for the effectiveness of
the inspectorate. Moreover those at the top of each department
should be involved in working out the inspection programme and
considering the results of inspections.

Scope

Throughout the Civil Service, staff inspection examines numbers
and grades. But by and large less attention has been paid to
the need for the work and the way it is organised. We should
not expect staff inspection to cover ground more appropriate to
- policy studies, scrutinies of the "Rayner" model or management
services studies. But inspectors should concentrate attention

on the needs of essential work actually being done rather‘than

on the work which line management would wish to do if resources
were available; within the existing framework of functions,

see whether limited changes in activities and procedures would
increase efficiency; where there seems to be potential for more
important changes in the functions and the way they are organised
or managed, draw attention to these possibilities for more detailed

study.

MANAGEMENT - IN CONFIDENCE
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Quality of Staff Inspectors

Successful staff inspection crucially depends on the personal
qualities and aptitude of individual inspectors who must be
able to question existing arrangements incisively and robustly
and support the case for improvements by arguments which carry
"credibility with line management. I recogniée the many calls
on good quality staff, but I hope that Departments will:Gensure
that staff inspection is allocated a reasonable sharels

Maintaining a Healthy Staff Inspection System

Each staff inspectorate should submit an annual report to the
Minister and Permanent Secretary setting out information about
staff inspection activities, recommendations and details of
implementation for the period in question. A copy of the annual
report, which would serve as a useful means of monitoring the ‘
effectiveness of the staff inspection process and its contribution
to the efficiency of the Department, should be sent to CSD.

Discussions on the application of this memorandum will be
arranged between CSD and departments individually.

MANAGEMENT - IN CONFIDENCE




PRIME MINISTER

You might like to glance at this Report

from Edward du Cann's Committee, on Civil

Service Manpower Reductions.

SRy

The general message is one of heavy

criticism of the CSD (Mr. Channon, and

e T
particularly Sir John Herbecq) for their

inability to give the Committee any firm

information on the implications of the cuts

for services, and on the functions which would
be reduced or eliminated as a consequence of

the cuts.

Paragraph 11 of the Report suggests
that the Committee's support has been enlisted

for Sir Derek Rayner's Inspector General

proposal, or at least for some way of

——

institutionalising Sir Derek's role.

/%

5 August 1980
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il FOURTH REPORT FROM THE

The Treasury and Civil Service Committee is appointed under S.0. No. 86A to
examine the expenditure, administration and policy of the Treasury, the Civil
Service Department, the Board of Inland Revenue, and the Board of Customs
and Excise and associated public bodies, and similar matters within the
responsibilities of the Secretary of State for Northern Ireland.

The Committee consists of a maximum of eleven members, of whom the
quorum is three. Unless the House otherwise orders, all Members nominated to
the Committee continue to be members of the Committee for the remainder of
the Parliament.

The Committee has power:

(a) to send for persons, papers and records, it sit notwithstanding any
adjournment of the House, to adjourn from place to place, and to
report from time to time;

(b) to appoint persons with technical knowledge either to supply informa-
tion which is not readily available or to elucidate matters of complexity
within the Committee’s order of reference.

The Committee has power to appoint one sub-committee and to report from
time to time the minutes of evidence taken before it. The sub-committee has
power to send for persons, papers and records, to sit notwithstanding any
adjournment of the House, and to adjourn from place to place. It has a quorum
of three.

MONDAY 26 NOVEMBER 1979

The following were nominated as members of the Treasury and Civil Service
Committee:

Mr Kenneth Baker Mr Terence Higgins

Mr Anthony Beaumont-Dark Mr Robert Sheldon

Dr Jeremy Bray Mr Richard Shepherd
Mr Edward du Cann Mr Richard Wainwright
Mr Timothy Eggar Mr Ken Woolmer

Mr Michael English
Mr Edward du Cann was elected Chairman on 29 November 1979.

The cost of preparing for publication the Shorthand Minutes of Evidence taken before the
Committee and published with this Report was £891.90.
. The cost of printing and publishing this volume is estimated by Her Majesty’s Stationery Office at
720.
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FOURTH REPORT FROM THE v
TREASURY AND CIVIL SERVICE COMMITTEE

The Treasury and Civil Service Committee have agreed to the following
Report:

CIVIL SERVICE MANPOWER REDUCTIONS

1. This is the first of a series of reports which the Committee will be making as
a result of a continuing dialogue with the CSD and other witnesses on ways in
which the efficiency of the Civil Service might be improved. This particular report
is about the Government’s plans to reduce total numbers in the Civil Service from
the 732,000 in post when this Government came into office to 630,000 by 1 April
1984. It is based on evidence taken from a CSD minister and officials, from Sir
Derek Rayner and from the Staff Side. As the Government has not yet worked
out how these reductions are to be achieved this can be a preliminary report only.

2. In this report we are concerned only with the proposed cuts for which the
Civil Service Department is responsible. But to put employment in the Civil
Service into perspective with total civil employment by the central government,
the latest available comparative statistics relating to mid-1979 were:—

Civil Service 747,000
National Health Service 1,198,000
Other central government (quangos, N. Ireland, etc.) 87,000

2,032,000

Note: these figures are on a head count basis, including casuals, counting each part-timer as one; the
figure for the Civil Service is thus on a different basis from those referred to elsewhere in this report,
which are on the basis of full-time equivalents, and exclude casuals.'

3. We noted Sir John Herbecq’s statement,® that no single Department has
responsibility for scrutinising the total civil manpower requirements of the
Government. Sir Ian Bancroft did not consider it advisable to try to institute such
a centralised control below the Cabinet.® This could lead to unsatisfactory results
if, for example, deeper or shallower cuts were made, say, among Health Service
administrators, as compared to those made in the Civil Service.

4. When the present Government entered office in May 1979, the number of
Civil Servants in post was 732,000, with a provision in the original 1979-80
Estimates of the previous administration for an increase to 748,000 by 1 April
1980. However, the Government immediately set about the task of reducing
numbers, and in a series of statements over the period of a year announced its
intention to limit the size of the Civil Service to 630,000 in post by 1 April 1984.
The government’s aim was expressed by the Prime Minister to the House of
Commons on 13th May 1980 as follows:

“In the past, Governments have progressively increased the number of tasks
that the Civil Service is asked to do without paying sufficient attention to the
need for economy and efficiency. Consequently staff numbers have grown
over the years. The present Government are committed both to a reduction in
tasks and to better management. We believe that we should now concentrate
on simplifying the work and doing it more efficiently.”

'For the basis on which the numbers of Civil Servants are calculated see the CSD Memorandum,
Evidence pp 127-132. For Mr English’s comments see Appendix 11.
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'Q. 829 HC (1979-80) 333—x.
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FOURTH REPORT FROM THE

5. The evolution of the Government’s policy has been as follows:

(i) a 3 per cent cut in manpower costs announced on 22 May 1979, and
achieved in the following six months (mainly by a temporary ban on
recruitment), bringing about the loss of some 20,000 posts;

(ii) a reduction of a further 39,000 posts to be made over a period of three
years, beginning in 1980-81, in fulfillment of an announcement made
on 6 December 1979 to save an annual £212 million gross on staff
costs.'

(iii) a 2% per cent cut in Civil Service manpower costs for 1980-81
announced on 14 March 1980 connected with the annual pay settle-
ment, which entailed a consequential reduction of some 15,000 staff:?

(iv) an additional reduction announced by the Prime Minister on 13 May
1980, which, together with the other steps listed above, and allowing
for increases in staffing in some sections of the Civil Service, would
result in the net loss of 102,000 posts by 1 April 1984, the earliest
date by which the Government estimates such a process can be
concluded.*

6. Redundancies are expected to be few, owing to the high turnover of 80,000
civil servants annually.® The financial saving to accrue from the net reduction of
102,000 civil servants is estimated to rise to about £675 million gross with effect
from 1 April 1984.° There is no estimate available of the net saving.

Net and gross reductions
7. (a) Increases in certain Departments

While a net reduction in the size of the Civil Service of the order of one-
seventh is planned, this takes account of increases in the size of certain
Departments, and a contingency margin against unforeseen future demands.’
Since the first cuts were announced in May 1979, an increase of 11,500 posts has
been allowed for in 1980-81 mainly to cope with extra benefit payments, and
additional manpower for law and order.® In the future, more staff will have to be
recruited to deal with rises in unemployment, of the order of 2,000 posts for every
100,000 additional wholly unemployed (excluding school leavers) over and above
the 1.8 million unemployed assumed for 1981-82).°

8. (b) Hiving off of functions to the private sector

Some activities at present undertaken by the Civil Service will be transferred to
the private sector. As a result of the policy statement of 6 December 1979, the
CSD estimates that some 11,000 posts will be saved thereby; the principal areas
of work involved include the cleaning of government buildings, the inspection of
heavy goods vehicles, and the maintenance and supplies division of the PSA.!
While the Exchequer will, of course, have to reimburse the private sector for the
work undertaken, it is expected that the money saved by abolition of these 11,000
'See Appendix 1.

*Evidence p 107.

“See Appendix 2.

1QQ. 653.

*QQ. 87, 110 and Appendix 2.

*See Appendix 8.

Q. 724.

*Memorandum by CSD, p 124, para 4(b).

'QQ. 726-732, and note from CSD, Appendix 7.

""Memorandum from CSD, p 2, para 4; See also further Memorandum p 103, para 2.
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posts will be £63 million gross at 1979 prices, but very much less net. We were
told that no tasks would be given to the private sector if this involved either a
decrease of efficiency, or reliability, or an increase in cost,! but the CSD were
unable to give any estimate of any likely net financial saving.

Improvements in efficiency

9. It is impossible to judge how far savings through improved efficiency would
have been achieved anyway through the savings that are normally made each
year by the Civil Service Department* and by Government Departments con-
stantly reviewing staff, through staff inspection and management reviews. For
example, in the three latest years for which figures are available (1976-78)
reductions of 11,400 posts (5.3 per cent of those examined), were recommended
by Staff Inspectors.® The introduction of new technology, too, has assisted the
Civil Service; for example, the use of computers in the National Savings Bank,
Glasgow, has helped to reduce staff between 1968 and April 1979 from 8,800 to
4,300." Between them, the CSD and Departments were responsible for reductions
in the size of the Civil Service from 748,000 in April 1976 to 732,000 by April
1979, compared with the previous Administration’s original expectations of a
growth to 785-790,000 in 1978-79.°

10. A new dimension in improvements to efficiency is Sir Derek Rayner’s
scrutiny programme. So far the achievements of this programme are possible
savings of £8-12 million once and for all, and just under £20 million a year® and
reductions in staff of some 1,350 during the next two to three years to add to the
26 posts already lost.” Further studies are under way or planned. A potential
saving of £50 million a year was identified in the DHSS alone.?

11. Looking ahead the question arises how the impetus provided by Sir Derek
Rayner can be made a continuing feature of the Government’s drive to greater
efficiency and the reduction of manpower. Our Chairman wrote to the Prime
Minister last March pointing out that the work being done by Sir Derek Rayner
filled a gap which might normally be expected to be done by the Civil Service
Department and Departments generally, in keeping demands down for manpower.
This points to a need, which was indeed identified by the Expenditure Commiftee’
in the last Parliament, for some permanent arrangements by which the work now
being initiated by Sir Derek Rayner can be pursued on a permanent basis.

Reduction of Tasks

12. So far the only comprehensive statement about the tasks to be eliminated
or reduced was given with the policy statement of 6 December 1979."° The major
policy statement made by the Prime Minister on 13 May 1980 contained no hints
of the services to be cut, and in evidence to us, Sir John Herbecq proved incapable
of elaborating further," other than by pointing to efficiency studies already

'QQ. 54-63, 145 and 600.
*Appendix 8.

‘Appendix 4, para 8.

‘Appendix 4, para 24 (c).
*Appendix 8.

°Appendix 10.

"Appendix 8.

*Appendix 10. See also Appendix 9.
‘Eleventh Report Session 1976-77 HC 535-1 para 70.
’Appendix 1.

"QQ. 584, 723.
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undertaken by the CSD, Departments and Sir Derek Rayner.! Indeed, this
inability to state which Government services are to be affected by the cuts is
reflected in the inability to produce a figure for the net saving in cost,? or even to
estimate how many tasks will be given to the private sector, what the effect will
be on industrial as opposed to non-industrial staff,® on headquarters or regional
staff,! or on grades within the Civil Service.

13. Moreover we have seen no assessment by the Government of the social and
economic effects of ending or reducing services that make up the Government’s
action list. It is impossible to come to any view of the impact of the cuts in Civil
Service numbers until the Government has detailed the services which are to go
and given some assessment about the effects of their abolition.

14. We were told by Mr Paul Channon that the first across the board cut of 3
per cent of manpower costs last summer which achieved a reduction of some
20,000 posts did not result as far as he was aware in the quality of the services
provided in any departments falling markedly as a result of these reductions.’ If
this in fact happened there must have been some improvement in efficiency in the
sense of the same services being provided by fewer people. We recognise that,
while across the board cuts may well increase efficiency, this is likely to be only
at the earlier stages of a major programme of manpower reductions such as now
being carried out by the Government in reducing manpower by over 100,000.
Across the board cuts are effective in removing any fat there may be but
thereafter it is likely that significant reductions can only be achieved by abolition
or reduction of services. We are concerned that the inability to express the
102,000 net contraction in the size of the Civil Service in terms of tasks to be
either cut or reduced represents a weakness in the Government’s policy. Unlike
the December 1979 announcement, which detailed where the savings were to be
made, the May 1980 announcement appears to have been a mainly political
decision based on intention rather than on calculation. As Sir John Herbecq said
in evidence on 9 June: “The translation of that decision into detailed figures,
department by department, is what we are taking some time to work out, and
what I think the Prime Minister’s statement indicated would be a matter of
further detailed careful work. A good deal of the work has been done; a judgment
has been reached, but the translation of that back into detailed decisions is now
going on”.°

15. By July 1980 total manpower was down to 700,000 but there is still a long
way to go.

Conclusion

16. Because of this lack of information, which even the CSD itself does not at
present possess, it is, at this stage, impossible to judge whether the cuts have been
too deep or not deep enough. The Government’s plans are in outline only, and the
evidence we need to come to a proper judgment is not yet available. We have
therefore asked the CSD for quarterly progress reports of actual cuts made. In
particular, we will be monitoring:

i) The split between industrial and non-industrial Civil Service

'Q. 655.
*Appendix 8.
’Q. 598.

‘Ai)pendix 8, para 3.
'QQ. 3-5.
°Q. 723. See also Q. 584.
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