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10 DOWNING STREET

From the Private Secretary 24 November 1980

& Dyt

PSA Advisory Group

The Prime Minister has seen your Secretary of State's
minutes of 4 and 21 November, and those of the Secretaries
of State for Industry and Defence.

The Prime Minister recognises that a look at the poliitciiesi
procedures and role of the PSA is important, but she is not
ready to agree to the setting up of the proposed Advisory Committee
at this stage. She feels that any Advisory Group's rationale,
composition and role would be better determined after decisions
on Sir Derek Rayner's proposals on repayment, which she under-
stands will shortly be brought forward for Ministerial consul-
tation.

She would not, therefore, wish your Secretary of State to
make any announcement at this stage.

I am sending copies of this letter to Ian Ellison (Department
of Industry), Brian Norbury (Ministry of Defence), Jim Buckley
(Civil Service Department), David Wright (Cabinet Office) and
David Allen in Sir Derek Rayner's Office.

David Edmonds, Esq.,
Department of the Environment .




10 DOWNING STREET

From the Private Secretary

MR. ALLEN,
STR DEREK RAYNER'S OFFICE

Thank you for your minute of
rting progress on
ing administration
and control
of felling. i
grateful to be kept in ress.
She hopes that Ministers.will be
encouraged by results l1ike these to
examine areas of work 1ike this on their
own initiative.

24 November 1980




PRIME MINISTER
PSA ADVISORY GROUP

Keith Joseph sent me a copy of his minute to you of 11 November.

His proposals raise of couse much bigger issues than we have so

far considered for the future of the PSA. Obaiously any such
radical proposals would in any case take time to implement. I
still have a major management task in a large specialist agency.
Effectively, I am changing the members of the existing Advisory
Board that has long since existed. But in practice the quality

of the people I will recruit and the nature of the way I shall use
them will help me to continue the steamlining process that I am
undertaking and which any future organisation will need. I am
closing no options, but I cannot achieve my manpower and public
expenditure targets without continuing the process I have begun.

I now need more specialist advice and commercial experience as

the rundown throws up its inevitable problems, and as I am now past
the easier and earlier stages.

I am glad that Keith agrees that Nigel Mobbs will make an excellent
chairman.

I hope, therefore,that you can agree to my proceeding on the lines
set out in my earlier minute.

I am copying this to Keith Joseph , Francis Pym, Christopher Soames,
Geoffrey Howe and to Sir Robert Armstrong.

WY nle

MH
21 November 1980







PRIME MINISTER

Here is Sir Derek Rayner's advice on Mr. Heseltine's proposed

PSA Advisory Group. iEE were unhappy about the proposal,

and Keith Joseph has argued strongly that it would only ossify
the present PSA arrangements at a time when a more radical

approach was needed.

Derek Rayner argues that the Group is premature. Ministers

should first reach decisions on the repayment approach - which
you have already endorsed in principle. He suggests that,
once repayment has been established, the time will be right to
ask whether Departments should be forced to buy through a

PSA monopoly system or whether they can have some of these
services "untied'", thus assuming a greater responsibility

for getting value for money.

Content that we should record your views along the lines

suggested in the draft at Flag A? Mr. Heseltine's original

o

—
proposal is at Flag BY Sir Keith's comments at Flag C,

and a comment by Mr. Pym on the defence angle at Flag D.

/1
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PRIME MINISTER

PSA ADVISORY GROUP

1. You asked for comments on the Secretary for the
Environment's proposal to set up a group of a dozen or so
people, drawn from outside Government, to advise him on
the activities of the PSA.

i Without sight of the full terms of reference of what
seems to be rather a large Group it is difficult to be certain
of its success in advising on "the policies and procedures of
the Agency the role the Agency should be
playing in relation to the functions that have to be carried
out". I would think that a Group drawn from outside Government
would be more suited to advise on procedures and the efficiency
with which PSA carries out its responsibilities (drawing upon
private sector experience) than on "policies" and "role".

3. In any case, I think that the Group's rationale,

composition and role would be better determined after decisions
on the proposals I shall be putting to you shortly on repayment
for PSA Services. 1 am still waiting upon the Secretary of the
Environment's views on these before bringing them forward to
you for collective consideration — he had to cancel a meeting
at the beginning of October and I have been unable to secure
another one.

4, If these proposals are accepted by the Government they
will mean that Civil Departments will bear the cost of

e ———
accommodation and related services consumed by them. (The
military estate in MOD and the overseas estate in FCO are left
for separate study.)

e The PSA will remain responsible for running the estate
as a whole and for new capital works, maintenance and the
precise location of departmental accommodation.




-

Gls This is not because I have concluded that the present
shape of PSA, its estate management function and its relation-
ship with departments are right - I have not studied them -
but rather because I believe the first priority in achieving
economies is to let the costs of accommodation fall where they
arise.
—
7 I regard this as the beginning, not the end of the

road. Having established exactly how the new financial
relationship between PSA and departments under repayment should
work, the next steps should be to consider such issues as:

whether PSA, as presently constituted, can meet
departmental demands economically and efficiently;

how the repayment system can be further refined;

the extent to which Departmental Ministers can
be given a bigger say in getting their accommodation
right for the taxpayer and right for themselves;

whether and how far Departments can be "untied"
from PSA and what functions should be left with
a central Agency for the purposes of efficiency
and economy;

the need for PSA to be established as a Trading
Fund, as is already the case for PSA Supplies.

8. The first priority will be to get a decision on repay-
ment. That will then become the point of departure for further

ork. A step by step approach is important if one is to ensure
a consistent and robust package of change.

e I had it in mind to recommend setting up an
"Implementation Group" (under PSA chairmanship) to do the
practical work of introducing repayment and to advise on




those longer term issues identified above. Its members would
be Civil Servants - those on my repayment group did an
excellent job - but they would call on advice inside and
outside Whitehall. Given the Secretary for the Environment's
proposal it will be for consideration how the Groups' work
should inter-relate.

1103 Against this background I think that the Secretary for
the Environment will be in a better position to define the
Advisory Group's purposes and objectives once it is clear
what is to happen following my proposals on repayment.

Ll I have taken the liberty of suggesting in the attached
draft letter a possible reply to the Secretary for the
Environment.

(lak

Derek Rayner
20 November 1980

(Prepared by Sir Derek Rayner in Hertfordshire and signed on
his instructions.)

Enc: Draft letter to Mr Edmonds, DOE




DRAFT OF 20 NOVEMBER 1980

D A Edmonds Esq

PSA ADVISORY GROUP

i The Prime Minister has seen your Secretary of
State's minute of 4 November and those of the Secretaries

of State for Industry and Defence.

2 She has said that while a look at the policies,
procedures and role of the PSA is important, she feels
that the Advisory Group's rationale, composition and
role would be better determined after decisions on
Sir Derek Rayner's proposals on repayment. These are

to be brought forward shortly for Ministerial consideration.

3. She has asked therefore that your Secretary of

State should not make an announcement at this stage.

4, I am copying this to Ian Ellison (Industry),
Brian Norbury (Defence), Jim Buckley (CSD), David Wright
(Cabinet Office) and David Allen (Sir Derek Rayner's office).

[Private Secretary)
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

20 November 1980

The Rt. Hon. Michael Heseltine, MP
Secretary of State for the Environment,
Department of the Environment,

2, Marsham Street,

LONDON. SW1P 3EB

(N

hte A

PSA ADVISORY GROUP

I have seen John Biff s copy of your minute to the
Prime Minister of ovember suggesting the establishment
of a small group under Nigel Mobbs to advise you on the
activities of the PSA. I have also seen Keith Joseph's
minute of l;/ﬁgvember and Francis Pym's of E;/Navember.

I certainly have no objection to the establishment of the
group which you propose, nor to the sort of role it might
have. Equally T see merit in Francis Pym's suggestion
that it should include someone with experience of
customers' requirements.

Keith Joseph goes further than this, however, in suggesting
the establishment not only of a system of repayment by
customer Departments to PSA, but then some kind of trading
fund and, eventually, it seems, liguidation.

I myself am in principle in favour of repayment, and I
support in principle the proposals by an Inter Departmental
Group to Derek Rayner recently in this matter, on which I
understand he will shortly be advising the Prime Minister.
I also have sympathy, again in principle, with the idea
that in due course the PSA might be financed by way of a
trading fund or similar "commercial type" framework - e.g.
possibly a company incorporated under the Companies Acts.
But it is clear to me that such developments must wait on
the introduction of an effective repayment system. I note
that the Inter Departmental Group included, among possible
further developments of the system they proposed, the eventual

/ preparation




preparation of a balance sheet for BSA and the introduction
of full commercial type accounting - which would make
possible a trading fund or similar. But the first step

is to get repayment going, and I hope we can get on with
this as fast as possible.

Keith Joseph also refers in paragraph 4 to the need to find
someone, eventually, who is dedicated to the liquidation of
the Agency. So far as reducing the role of the Agency
through privatisation and greater "untying" of Departments
in respect of works, supplies and services go, then I am in
favour of this - always provided it can be dore efficiently
and without adding to public expenditure. A proposal to
get rid of PSA's functions in respect of accommodation
services, and let Departments make their own arrangements
in this area, may be less sensible and worthwhile. Does
there not have to be some kind of central entity which
holds and runs at least the common user estates on 2
professional basis? But it might be possible for ihat
agency itself to be privatised,

In any case once again it will surely be necessary to get
a repayment system going before there can be much
development on this front. Departments must become
accustomed to meeting their own accommodation and service
costs, even if they only pay them to the PSA, before they
can be expected to start taking their own decisions. So
again this points to getting on with repayment.

I am copying this to the Prime Minister and other recipients
of your minute.

GEOFFREY HOWE







STAFF - IN CONFIDENCE

Y, :
cc Mr PatiiSon

Mr GAFFIN /7&//

TV EYE

e Sir Derek Rayner, who is out of London this week con-
valescin%, has seen a copy of Mr Jarmany's minute to you of
10 November.

e It is robab1¥ too late for anythi to be done in
response to the point Sir DR has asked me 1o convey to you,
but you should know .that he thinks that one of Mr Russell's
ASs,&r Good, would come across very well in any programme
which included a piece on the contribution which CSD is making
to increase efficiency.

Se Mr Good is responsible for such matters as Service-
wide functional studies; is assisting with the scrutiny of
departmental running costs: and is (as you probably know)
taﬁing the lead for the Lord President on the small exhibition
on Civil Service costs which is being prepared for mounting in
10 Downing Street next month or in January.

NEWSWEEK

4 Mr Allen here had a call last week from Mr James Hogan

of the BBC. A programme on the Civil Service is in %regaration,
0

due for showi on 5 December. The theme is, "How ring
about a more efficient, effective and streamlined Civil Service".

S Mr Hogan told Mr Allen that they would like to include

an interview with Sir DR, covering suc questions as how he

saw the Civil Service, what were fair criticisms and what were
not, what exercises he was engaged in and how they were %oing.
An interview had already been obtained with Mrs Shirley WillIams
and one was expected with the Director of the RIPA.

O Sir DR felt that he was unable to undertake this interview.
His recent accident had left him feeling very tired and he did
not want the extra bother. However, he told me yesterday that
his convalescence is going very well and that he’ feels greatly
restored. He would be willing to do the interview now if there
is still a slot for him - and I think there would be. He imagines
that using a programme like this would be in line with the
Eeneral authority given him by the Prime Minister earlier, that

e should take useful oggortunities, eSpeciallﬁ when there was
something to say. On this occasion he would be able to sa
something constructive about the tendency of the 1980 scrutiny
programme and of the statistics review.

7% We ought to get back to Mr Hogan quickly and I should
therefore be grateful to know today or tomorrow whether there
is any objection to our doing so.

g o

C PRIESTLEY
20 November 1980
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Thank you for your letter of 27 October about
the PSA programme.

T am still considering how the cuts required
in PSA's programme can best be assimilated
with least damage to Department's operational
efficiency. <vhe Chessington computer require-
ment is retained in the latest list of starts
for 1981/82 but I am afraid that there is now
virtually no provision for schemes intended
primarily to relieve overcrowding and improve
working conditions - except as an incidental
benefit from schemes needed for operational
purposes.

T am copying this letter to cther members of
the Cabinet, including the Ministers of
Transport and to Sir Robert Armstrong.

ngﬁ Ao

A

MICHAEL HESELTINE

Lord Soames

Lord President
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THE SCRUTINY PROGRAMME: ADMINISTRATION OF PRIVATE WOODLAND
GRANTS AND CONTROL OF FELLING
o

1. The Prime Minister asked to be kept in touch with_progress
(your minute to Mr Priestley of uﬁy . This followed sight
of Sir Derek Rayner's letter to”Lord Mansfield of 10 July (copy
attached for convenience).

Ze The large part of the Gwynn Report's vecommendations have
been accepted by Scottish Office Ministers and the Forestry
Commissioners.

3. This includes such radical changes as:

- remove small blocks of isolated woodland from
felling licensing;

charge afee for felling licences to recoup
administrative costs;

improve effectiveness of enforcement of licence
conditions, with less administrative effort,
through use of "guarantee bonds".

replace the "small woods scheme" and "dedication
scheme" with a simpler to administer "unified
grant scheme".

4, The likely savings are £375,000 pa in basic staff costs,
additional income of £]40, 000 =z TTom licence fees and sign-
ificant reductions in legal costs which are at present running
at £9g,OOO pa. These are in line with thoseidentified in the
report.

S Most of the savings (£275,000 ga derivin§ from the new
grant system) will take a few years to materialise as there
will be costs associated with introducing the new scheme and
running down the old.

6. The timing of implementation is affected by the "forest
ear" (which begins in October each %ear) and the Parliamentary
imetable. There will also need to be consultations and pre-

paration.

Te Thus the earliest date for introducing the new grant
scheme, where the greater part of the administrative Savings
arigses, 1is October 1981, though applications for the old scheme
will be closed in July 1981.

8. It may be possible to start charging for licences from
October 1981 but this depends on whether %ime can be found
inthe 1980/81 Parliamentary Session - otherwise it will be
October 1982.

t




oL Implementation of the other recommendations, expected to
generate significant saving; in staff costs, may also have to
walt until 1982 because of the Parliamentary timetable.

10.  Sir Derek Rayner has told Lord Mansfield (copy attached)
that he is glad that so much of the Gwynn report has found
acceptance and that he recognises the logistical problems of
implementation. He has not challenged the timing of imple-
mentation but has urged Lord Mansfield to make asS much use as
Eossible of the Forestry Bill (to be considered in the 1980/81

arliamentary Session) as the vehicle for change.

"ML

D R ALLEN
17 November 1980

Enc: Copy letters to Lord Mansfield, 10 July and 17 November.




CABINET OFFICE
70 Whitehall, London swia2as Telephoneoi- 233 8224

17 November 1980

The Earl of Mansfield
Scottish Office
Whitehall

London SW1

ADMINISTRATION OF PRIVATE WOODLAND GRANTS AND FELLING CONTROLS

a5 Thank ¥ou for your letter of 31 October enclosing the
Action Document, which I found admirably clear and precise.
A report has been made to the Prime Minister.

3 I am glad to see that so much of Mr Gwynn's excellent
report has found acceptance and that you will be moving to
implement the recommendations quickly.

I fully recognise that the timing of implementation is
in some instances, by the

3.

affected by the "Forest Year" and
Parliamentary timetable. On the latter I am sure that you

will be pressing for time in the 1980/81 Session where possible,
though I understand the difficulties. I would Earticularly hope

that full use could be made of the Forestry Bill as a suitable

vehicle for change.
4, I note that the proposed review of consultative proced-

ures is due to start "as soon as possible". I think it would
be helpful to fix a definite timetable.

\//4£;<f Uliaajzgf/
'4
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CABINET OFFICE
70 Whitchall, London swia 2as - Telephone 01- 233 8224

The Lord Mansfield
Minister of State
Scottigh O0ffice
Whitehall

LONDON

Sk1

10 July 19&0

ADMINISTRATION OF WOODLAND GRANTS AND FELLING CONTROL:
THE GWYNN REPORT

1, I1 is only now that I have been able to read Mr Gwynn's interesting
and very readable report on this subject. I am sorry about this as I am
conscious that if changes in the system are to coincide with the start of
the next 'forest year', which the report regards as necessary, time is
important.

Qualification

20 As with most scrutinies in which I have only a general interest, I
have not had an involvement with the work throughout. Coupled with my
lack of knowledge of the forestry industry this is an important constraint
on my understanding of the facts and issues.

Commentarx

530 The analysis of current arrangements suggests that change is long

over due. The present felling control and grant aid systems are variously
described as out of date, costly and complex with over-intensive supervision
and excessive consultation,

L, The cost of issuing a felling licence looks high at £110 and the costs
of administering the grant schemes (£91 for every £100 paid under the

Small Woods Scheme and £39 for every £100 paid in dedication graunts) seem
extraordinarily so. Any system in which the administration costs are so high
in proportion to the grant paid must be open to question.




e I am also particularly struck by the fact that although the original
purposes of the Forestry Commission's involvement in these areas has changed
dramatically, the rules have not been adjusted in response. The controls
governing the felling of trees, for example, were introduced during the
second world war "as a measure to control the supply of a raw material vital
to the war effort" (Paragraph 60). Today the controls are exercised

"in the interests of landscape, nature conservation and general amenity" -
all admirable — but the statutory controls, not least of those governing
exemptions, have remained virtually unaltered.

6. The recommendations for change contained in the report would have a

big impact on the problems identified. The savings are a measure of this:
£426,000 a year on administration costs (35 per cent of the total),

£88,000 a year on legal expenses and £141,000 a year income from fees for
licencing. In addition there are some areas of reform where the savings are
not quantifiable but thought to be significant eg changes in the enforcement
conditions (Paragraph 152) and increasing the minimum size of tree requiring
a licence (Paragraph 146).

7 The proposed new Forestry Grants Scheme would appear to be simpler to
administer, with a much reduced involvement of Forestry Commission staff
through fewer inspections. I am not technically competent to comment on
the detail of the proposed scheme, not least on whether the report goes far
enough in reducing the administration costs as a percentage of grant paid.
I would not like to second-guess Mr Gwynn on this, but take heart from the
fact that he is recommending the abolition of the "dedication scheme" which
as long ago as 1956 was regarded by the experts as entailing an excessive

amount of inspection and calculation (Paragraph 90).

8. I do wonder however whether there is some scope for further easing the
burden of administration as a percentage of total grant paid either by
raising the lower limit of eligibility (currently 0.25 hectare) or by
easing some of the controls and checks on such penny parcels.

9. I note that prior approval, whereby no planting shall be carried out
before proposals are approved, is retained. The main reason for its
retention is that the consultative procedures, whose objective is to ensure
that "the requirements of land use, agriculture, amenity, recreation and
nature conservation are taken into account", would otherwise be by-passed.
If one accepts the need for consultative procedures then the case for the
retention of prior approval seems inescapable. I am glad to see however
that the report recommends a thorough review of these procedures with a
view to trying to establish more modest consultation requirements. I hope
that such a review could be pressed ahead quickly not only for the purpose
of achieving the possible savings identified but also to reduce the
appearance of bureaucracy which is o vividly deseribed in Paragraph 122

et seq of the report. If a way could be found in that review to exempt certain
planting altogether (especially very small woods) then additional savings
might be had by the elimination of prior approval in such cases.




10. The recommendations on felling control seem logical, Mr Gwynn
having sensibly taken the analytical route of saying that if the purposes
have changed then the rules and regulations, not least of those covering
exemptions, should be brought into line. The savings that would ensue
(47 per cent of costs) are substantial. I am also particularly attracted
by the idea that a fee should be charged for felling licences, with ihe
income from such fees covering the administrative costs of licencing.

181 kWith regard to the enforcement of licence conditions, a change in

the procedures ie clearly necessary. I note that it can sometimes take

10 years to persuade a licensee to comply with the conditions of a licence
(Paragraph 79) and that even then enforcement is never achieved in half the
cases. Against such a background the very existence of the licencing
system must be called into question. The idea of a guarantee bond (like
those used by the National Coal Board), backed up by tougher fines, would
seem a sensible way of giving the licensees the necessary incentive to
comply with the conditions.

Jmplementation

il I recognise that forestry is a sensitive area and that foresters are

a powerful lobby. Implementation is thus not likely to be easy. 1 hope
therefore that in going out to consultation on the proposals you
will feel able to give the report your strong backing. The case for change
is to my mind indisputable on the evidence presented and the recommendations
seem eminently sensible, at least to the layman like myself.

158 I understand that Forestry Ministers have recently been reviewing
forestry policy as a whole. The recommendations made by Mr Gwynn bear upon
the administration costs within the existing framework of a system of grants.
However the costs of administration are affected by policy decisions

eg the lower limit of 0.25 hectare on grant applications. Moreover even
under the proposed new grant system administrative costs will still appear
as a significant percentage of grant paid. I would think it sensible
therefore for this report to be considered alongside the broader policy
proposals,

1k, I see from Mr Gwynn's letter to Mr Priestley that you have limited
the circulation of the report. I should therefore let you know that, as with
all scrutiny reports, I sent copies to the CSD, Treasury and CPRS.

15 I am copying this letter to Sir William Fraser, Mr Holmes and Mr Gwynn
whom I congratulate on a good piece of work.







Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400
From the Private Secretary

17 November 1980

Mike Pattison

Private Secretary to the Prime Minister
10 Downing Street

LONDON SW1

hkaAu k««l(k—)
IMPROVEMENTS IN EFFICIENCY AND ELIMINATION OF WASTE
You wrote to me on 7 Nevember about this.

v/

The Lord President agrees that it would be useful to make
a progress report on the improvements in efficiency which
the Government has made. He is also content for it to take
the form of a White Paper in the early part of next year.

We have accordingly put in hand the necessary drafting.

I am sending a copy to Clive Priestley (Sir Derek Rayner's
Office).

L’(/O“M mé-w»b,.’)
R

J BUCKLEY
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. NOTE FOR THE RECORD

This is just a very short note to record the main points
which came up at the meeting which the Prime Minister had with
Mr. Ian MacGregor at Chequers on Saturday 15 November. Sir Keith
Joseph, Mr. David Young and Mr. David Wolfson were also present.

They discussed:-

i) The BSC corporate plan and the problems of the private
sector. Mr. MacGregor said that he would be putting forward
various options for BSC, including the ''lower case'" capacity of
8 million tons liquid steel. He was also actively pursuing the
idea of hiving off certain BSC plants to jointly-owned BSC/private
sector companies. (There are minutées on the file from the Depiitmenf—
of Industry recording recent meetings between Sir Keith and

Mr. MacGregor which set out these proposals in more detail).

ii) Gas Gathering Pipeline. Mr. MacGregor said that he thought
the pipeline should be wholly financed by the private sector, and
also that BGC's monopoly as buyer of the gas should be broken.

He would prefer the pipeline to be owned by a consortium of private
users. If this were done, the price of the gas would be lower, and

this would help stimulate the chemical industry.

iii) Mr. MacGregor described a number of ideas he had for
financing public sector projects without adding to PSBR. These
included self-financing public work - and he suggested, in particular,
the construction of a Channel tunnel based on EEC and private
financing with "only" a comfort letter (in this connection, he showed
the Prime Minister a pre-feasibility study which BSC had helped to
finance); production payments in advance of production by BNOC,
BGC, the NCB and the CEGB; and tax exempt financing. He left
behind the attached letter to Mr. Ryrie “in the Treasury. The
Prime Minister suggested that Mr. MacGregor should have a further
meeting with Mr. Ryrie and that Mr. Young should attend also to
discuss these proposals; she would consider seeing Mr. Ryrie

(and possibly the Financial Secretary) as well,

/ iv)
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iv) Trade Unions. Mr. MacGregor said that the privileges of

our trade unions were without parallel in the industrialised world.

to
He hoped the government would take further action/rein them back.

v) Management Education. Mr. MacGregor said that the quality
of management education in this country was abysmal, and most of
the management schools were run by people who did not believe in
private enterprise. That was partly why management in the UK was
of a generally low standard. But another major problem was that
there were not enough people with a scientific or engineering
background on company boards: they tended to be full of people
with accountancy and legal backgrounds, who were unable to form a
Jjudgement on production problems.

vi) Micro-electronics. Mr. MacGregor said that micro-electronics
was the critical technology of the future. It was essential to
maintain a high level of research in solid state physics if we were
to maintain our position as an industrial power, and we needed more

people in industry with a solid state physics background.

vii) Money Supply. Mr. MacGregor said he could not understand
why the authorities here had such difficulty in controlling bank
lending. Even taking into account the openness of our financial
markets and companies' access to - Euro sterling, he felt sure
we could control lending if we had a proper definition of reserve
assets; he also did not see why the Bank could not enforce reserve
requirements of overseas subsidiaries of UK banks. He thought
Mr. Volcker would have a lot to teach us, and offered to ask him

to come over to talk with the Prime Minister.

After Mr. MacGregor and Sir Keith had left, Mr. Young‘stayed
behind to discuss the new towns disposal programme and also certain
ideas he had in respect of the PSA. He left the attached note on
the disposals programme, and promised to let us have a further note
on thdis and also one on the PSA to provide the basis for a discﬁésion
between the Prime Minister and Mr. Heseltine. Pending this meeting,
the Prime Minister said that she did not wish the PSA Advisory Board

/ to be




(In fact, we had already told

to be set up as had been proposed.
the Department of the Environment that the Prime Minister did not

wish this to be set up for the time being).

/

M|

25 November 1980
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10 DOWNING STREET

From the Private Secretary

MR. PRIESTLEY

I mentioned to you recent Ministerial exchanges about
the PSA. Mr. Heseltine proposes to set up an Advisory
Group. Sir Keith Joseph argues for a more radical approach
to changing the function of PSA. Mr. Pym has come in to
the dicussion to support Mr. Heseltine's scheme, with an
addition to take care of his defence interests.

The Prime Minister believes that Sir Derek Rayner is
already working towards the objectives cited by Sir Kelth
and she therefore assumes that Mr. Heseltine's proposal 1s
in no way incompatible with the intention to mcve to 2 )
repayment system for accommodation costs. She will, however,
be reluctant to see another large advisory body greated

The Prime Minister would therefore like to see Sir Derek's
comments on these exchanges before she replies. :

M. A. PATTISON

13 November 1980
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SECRETARY OF STATE FOR THE ENVIRONMENT

PSA ADVISORY GROUP

Thank you for sending me a copy of your minute to the
Prime Minister of 4th November proposing to set up a small
advisory group on PSA activities.

2 My personal view of the PSA is that it has undoubted

faults, but that because of the unduly wide scope of its tasks

ar.. the variety of its customers it will always be impossible

for it effectively -~ and cost effectively - to fulfil its
res:onsibilities however hard it tries. For that purpose L
welcome the idea of the review you propose, even on the restiicted
basis you envisage. I can see how helpful it will be for the
grovp to have members who can give independent professional
as~-ogsments over the whole range of PSA activities; but, reflecting
my anxieties, I suggest that the team would be strengthened by

a member able to reflect customer requirements in a similarly
broad way. Ac the Ministry of Defence makes by far the most use
of PSA resources it might include someo'2 whose experiance
includes some knowledge of Service requirements or at least
awareness of the customer end., If you agree, we could perhaps
decide on someone with the requisite qualifications.,

3, Copies go to the Prime Minister, the Lord Presicet and
the Chief Secretary; and to Sir Robert Armstrong.

Ministry of Defence

12th November 1980







CONFIDENTIAL

PRIME MINISTER
PSA ADVISORY GROUP

I asked - because of a long-standing interest in changing the
centralisation of the management of Government property - to
see a copy of Michael Heseltine's minute to you of 4 November.
In this he proposed the establishment of a small gfoup to
advise him on the activities of the Property Service Agency and
the nomination of Nigel Mobbs of Slough Estates and Charter-

house as its Chairman.

2% Nigel Mobbs would do an excellent job; he has a good
reputation and would obtain experienced volunteers in the

various professions who would help him build up the advisory
group . What I do question, however, is the concept that Michael

is proposing. I understand that the PSA was originally intended

to be ;nggfgﬁift of any Department. This was changed; many

functions were added to its role and its budget is now carried

in the Department of the Environment vote. The result is that

the true cost of the accommodation occupied by Departments in
Whitehall, and elsewhere, is concealed and Ministers in charge

of individual Departments have little incentive to effect
economies. Indeed, my own work on the current Rayner exercise has
shown me that it is difficult even to identify the cost of the

accommodation occupied by this Department.

Bi, I understand that Derek Rayner is proposing that, from

CONFIDENTIAL /the....




CONFIDENTIAL

the start of next year, all costs of accommodation should be
charged to individual Departments. This would bring home to
IMinisters and Permanent Secretaries the real cost of the
accommodation they occupy and the services they obtain. I
think we should go further than Derek suggests and convert the
PSA into a trading fund. This would make it independent of
the Department of the Environment's vote and would ensure both
that it would obtain reimbursement of all its costs by
charging Departments and that its accounts were produced on a
basis which permitted comparison with outside bodies. 16
would expect individual Department heads to be reluctant to
pay the full overhead costs now involved in the provision of
PSA services and to bring about a reduction in the number of
Civil Servants engaged on property management activities. This
could produce even more widespread benefits than Michael's own

vigorous management can achieve.

4. Against this background, I hope that you will take

an opportunity to discuss Michael's proposals with Derek Rayner
before reaching your decision. If it is decided to make the
changes which Derek has in mind and if we can agree to convert
the PSA into a trading fund operation, then the Chairman we
require is one who is dedicated to the liquidation of the

Agency; it may be unfair to ask Nigel Mobbs to do this.

5o I am copying this minute to Michael Heseltine,

/Francis...

CONFIDENTIAL
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Francis Pym, Christopher Soames, John Biffen and to Sir Robert

i34

K J
11 November 1980

Armstrong.

Department of Industry
Ashdown House

12% Victoria Street
LONDON
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PRIME MINISTER

Michael Heseltine told you in the summer about a
proposed advisory group on PSA. In his minute at flag A,
he formalises his proposal, and tells you that Nigel Mobbs

has agreed to serve as Chairman.

Keith Joseph (flag B) argues that Ministers should
be aiming to change the nature of PSA, and to ensure that
Ministers and Permanent Secretaries are made properly
aware of the cost of the accommodation they occupy.
He thinks that Michael Heseltine's proposal will simply
entrench current PSA practice. He suggests that you
should at least talk to Derek Rayner about all this before

approving Mr. Heseltine's approach.

Derek Rayner is already working towards the purpose
which Keith Joseph has in mind. Would you like to see
Derek Rayner's comments on these two minutes before you

respond?

Y%

11 November 1980
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MR PRIESTLEY Colman

Jarmany

TV EYE

Your minute of 5 November.

20 I have now received the attached letter from Jon Blair of TV Eye.
38 On the proposals in his letter:

i We shall certainly not recommend the Prime Minister to
allow him to film at the reception later this month.

Ditto any ‘session in which Sir Derek and examining
officers are reporting back to the Prime Minister.

As for filming '"the scrutineers and Sir Derek going about
their various activities within a chosen Department' -
this falls very firmly within the category of 'Fly on

the Wall', a technique that has few supporters within
Government these days.

4. All this seems terribly negative and I shall certainly try to
inject some positive ideas into the discussion when I talk to Mr Blair.
As a start, I shall have a word with Sir Ian Bancroft's office about
'Fly on the Wall' filming and pursue the possibility of involving the
MSC.

Bl You will already have seen Mr Jarmany's minute of 10 November
about the programme and the suggestion that CSD would have something
to contribute to it. This is another point I shall bear in mind in
discussion with Mr Blair. We might also try to ensure that the
programme — if one eventually emerges - is filmed to follow the next
announcement of achievements,

6. Finally, Sir Derek himself will want to consider whether or not
he would want to be interviewed on the programme if a request is
forthcoming.

7 I expect to speak to Mr Blair in the next day or two and should
be grateful for any further comments and/or suggestions.

NEVILLE GAFFIN

11 November 1980.
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Mr Gaffin \Ir Colma
TV EYE

share Clive Priestley's reservations about this programme's
proposal to film the PM's reception for examining officers next
week. Let us by all means have these civil servents filmed going
about their job. If the programme does that and wants to include
a little footage showing them receiving the accelade of a personal
chat with the Prime Minister, all well and good. But the reception
should not be the focus of their attention. That should be their

job of work.

Since the programme is at least in part about economy and efficiency
in Whitehall, it might be a good idea if you suggested they had =
word with us about all the work that is going on alongside and in
co-operation Sir Derek Rayner to achieve the Government's aims.

I am thinking in particular of the work being done by our Functions
and Programmes Division under Sandy Russell. It would be wrong -
and I am sure Sir Derek Rayner would agree with this - to give the
impression that he is glone in fighting the battle for improved
efficiency in Whithall. I think it is important from the Government's
point of view to show that this message has now been well and truly
received by all Government Departments. It so happens that CSD is
involved in co-ordinating & number of "efficiency" studies across
Whitehall and it is for that reason that I think it would be worth

.drawing this programme's attention to our activities.

H Jarmany
Info;mation Services |
DI

10 November 1980
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10 DOWNING STREET

From the Private Secretary November 1980

The Prime Minister approved the attached draft answer
submitted to her in reply to a Parliamentary Question from
Robert Dunn, M.P. She has however commented that she is
unhappy about the increase in expenditure which it reveals
for CSD. In her view, the CSD ought to be setting an
example to other Departments when we ares trying to bring about
economies elsewhere.

I think that it might be helpful if you could let me have
a note explaining how much of the rise in expenditure between
1979/80 and 1980/81 is accounted for simply by salary increases
for the staff of the Department, and how much of it is due to
other causes.

Could you please let me have something by close of play
next Wednesday, 12 November?

Jim Buckley Esq
Lord President's Office.
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10 DOWNING STREET

From the Private Secretary

MR. BUCKLEY,
LORD PRESIDENT'S OFFICE.

IMPROVEMENTS IN EFFICIENCY AND ELIMINATION OF
WASTE

The Prime Minister has recently had an opportunity to
take stock with Sir Derek Rayner, of progress made on efficiency

within Central Government.

She would like to be able to report to Parliament
about what has been achieved, and what is in hand. Although there
has been some press coverage of individual improvements, the Prime
Minister feels that a more comprehensive statement should not be
too long delayed. She has it in mind that a White Paper might
usefully be produced in the early part of next year. This could
take account of the first two rounds of the scrutiny programme,
of progress ohf manpower control and of the examination of major
individual items like the organisation of central Departments and

the Government's statistical services.

If the Lord President is content that a suitable
statement of progress should be commissioned, I should be grateful
if you could have this put in hand. You may like to have a word

about timing when you have had a chance to consider this.

I am sending a copy of this minute to Mr. Priestley

(Sir Derek Rayner's Office).

7 November 1980
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\/Mr Pﬁéx{éon
Sir Dérek Rayner

Mr GAFFIN Mr Green
Mr Colman
Mr Jarmany

TV_EYE

1. I have had a visit from. Mr John Blair, producer and
Miss Avril Ward, researcher, in connection with a programme
in ‘the above series. (I understand that it is broadcast at
8 30 pm on Thursdays.) - Mr Blair was particularly interested
in the Rayner exercises as he is planning a programme on
public expenditure cuts with particular reference to the

' gize and efficiency of Whitehall and Town Hall. He wants

to compare achievement with the Manifesto commitment in the
light of two main questions, "Have they done it? Can theydo
1t?" My understanding is that' the Erogramme would give some
emphasis” to the Rayner exercises - what is being done now,
what is planned to do in the future and "philosophical back-
ground". .

e I explained the background to and purposes of the
Rayner exercises and referred my visitors to the evidence
given by Sir Derek Rayner to the Treasury and Civil Service

ommittee earlier this year, in particular to his Notes of
February and July.

3. Mr Blair explained that he was thinking of a programme
for broadcasting in January or February. He would like to
include some film sequences of Rayner examining officers at
work and possibly of Sir DR at work with examining officers
or out on a visit. He was particularly interested in reports
of the PM's strong personal commitment to_efficiency and to
the Rayner exercises and said that it would be SYlendid from
his point of view if he could capture this by film of the
PM's next reception for examining officers.

4. Mr Blair understood that I could make no commitments
on anyone's behalf. I explained that there were now very few
scrutinies actually in progress; the only one that seemed at
all likely to provide filmable sequences was that in the MSC
(of the organisation of the Training Services Division). I
mentioned the precedent of the BBC Newsweek programme in
February this year and said tha®, all elIse being equal, I
doubted whether there would be an objection in principle to
the filming. But the staff side was a consideration, of course.

O Things were left on the footing that Mr Blair will
produce a %rogramme plan as the basis for a more formal dis-
cugsion. This may well come to_you or Mr Ingham. You may
like to be prepared for an immedlate request. Mr Blair does
not know the date of the PM's reception, but does know that it
is taking place over the next few weeks. I myself am rather




doubtful whether it would be a wholly %ood idea for a film of
numerous Civil Servants plus wives/husbands knocking back food
and drink in No 10 but you are a better judge of that than I

am. 1 would have thought, on the whole, that it would be better
for something more basic to be filmed, eg work in a local office.

6. There are also_questions of timin% and the reputation of
the programme (which I have not seen). Both Mr Blair and
Miss Ward seemed intelligent and well disposed but, here again,
%ou will be much more au fait than I am. ~On timing, we should
January/February be imto the next wave of scrutinies, But
that is less important than the possibility of some publication
by the Government of its achievements and 1ntended achievements
in the field of efficiency and management. The PM referred to
this as a ossibilit¥ at the DE/DHSS presentation/Monday evening
and it is the subject of other papers.

{ Finally, I have entered into no commitment as far as

Sir DR and this office is concerned. I think that Sir DR would

¥ﬁnt to be helpful if he could but not to waste his time beating
e air.

8. I you want a word about}any of this, I am at your service.

}'

C PRIESTLEY
5 November 1980
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PRIME MINISTER
PSA ADVISORY GROUP

You will remember that I mentioned to you before the recess that ir
proposed to set up a small group to advise me on the activities of

the Property Service Agency. I have in mind that it should look
particularly at the scope for making greater use of private sector
experience, either by transferring work from the PSA, or by adopting

a more private sector approach within the Agency. The terms of
reference for the group will be wide enough to ensure that it can look
not only at the policies and procedures of the Agency, but also at

the role the Agency should be playing in relation to the functions
that have to be carried out.

I am glad to say that Nigel Mobbs of Slough Estates and Charterhouse
has agreed to serve as chairman; I have discussed with him the sort

of names that might make up the dozen or so members of the group, and
who will need to cover finance, estate and building management, design,
contracting and so on. We are very much at one on the names we want

T am confident we will have a very worthwhile group.

The Chief Executive of the PSA has for some time had arrangements for

obtaining outside advice on the Agency's activities. To ensure that
there is no risk of duplication or even overlap, I have asked him to
integrate these arrangements properly with the new Group and make sure
that the advice he needs is obtained from its members. Thus I intend
the membership of my new Group to provide all that is needed in the
way of high-level outside advice for the Agency.

I would be grateful for your agreement to my announcing both my intention
to set up the group, and the name of the chairman. Thereafter I will
approach the other possible members. I hope the group can start work
within a few weeks.

I have in mind to make the announcement through an inspired written PQ.

I am copying to Francis Pym, in view of the importance to the Ministry
of Defence of the PSA's operations; and to Christopher Soames, John
Biffen, and Sir Robert Armstrong.
tor A
MH







10 DOWNING STREET

From the Private Secretary

MR. PRIESTLEY

The Prime Minister was grateful for Sir Derek Rayner's
submission of 23 October, reporting on his work to date and
offering a forecast of work going forward in the near future.

A number of these points may be covered in Sir Derek's
conversation with the Prime Minister next week. She has however
taken a firm view already on some of the points raised.

The Prime Minister has confirmed that she finds the
service provided by Sir Derek to Ministers excellent. She wishes
him to give as much time to it as he feels able. She recognises
that he needs to reduce the amount of time he devotes to it in
the near future, and she is content that he should now arrange
for his office to be strengthened in whatever way he considers
necessary. As you know, the Prime Minister had already made
this clear. She has no objection to the complement proposed in
paragraph 27 of his minute.

The Prime Minister agrees that it would be useful to mount
an exhibition on running costs of Departments. It may prove more
convenient to do this in the passage connecting our Front Hall
with the Cabinet Ante Room, but we can settle these details later.
I am sending a minute to Mr. Buckley along the lines you suggested.

The Prime Minister would in principle still like to visit the
forms exhibition if time allows.

The Prime Minister has noted Sir Derek's view that the
Statistics Report, and the Report on Repayment for Property Services,
need to come to Ministers for collective endorsement. She has
also noted his recommendation that there should be a White Paper
on progress so far in efficiency issues. She has not yet taken
a view on this. This is one point which Sir Derek might like to
pursue with her next week.

/7

27 October 1980
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cc for information
/ Mr Buckley (CSD)
N
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Two points which you may find helpful.

Select Committee on the Treasury and Civil Service

Re Mr Hennessy told me on the 'phone today that he has it
on §ood authority (presumably Mr Richard Shegherd) that

Mr Sheldon's Sub-Committee on the Treasury/CSD issue intends
to invite the Prime Minister and the Lord President to give

evidence. No comment!

MOD expenditure

3. I understand that the Secretary of State will be briefed
to say inter alia, when he meets the Prime Minister, the
ChancelToTr and Lord President that he has done more Rayner
projects and scrutinies* than most Ministers.

4, This is true. Moreover, Defence Ministers have carried
out numerous other studies. But - as the Prime Minister knows -
Sir Derek Rayner believes that scrutinies should now deal with
substantial blocks of eXEenditure, eSpeciall& in the big spend-
ing departments. He would therefore expect MOD, despite his
consciousness of their co-operative attitude so far and his
genuine respect for Sir Frank Cooper, to come up with several
much more sizeable subjects than those undertaken to date.

Ol You may like to remind the Prime Minister of Sir DR's
minute of 21 December last. Building on that, possible subjects
for scrutiny might be as follows;

- How much "regimental" extravagance is now justified
(para. 4)%

The cost of Triplication (paras. 5 - 10)#£
of Technological perfection (paras. 11 & 12)#
- of readiness for action (para. 14)

- of duplicated quality assurance (para. 15)#

- of mixed civilian/military manning (para. 17)#
# These would be good candidates. (A retired Naval officer has

* On food supply: secondary education for children overseas;
assisted travel schemes; economy in major buildiﬁg projects;
and arrangements for efficiency audit. The Bath Maintenance
Economy Review (PSA) is also relevant.
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just sent Sir DR a submission arguing stron%ly against mixed
manning and other MOD business practice on the grounds that

much of it appears - at the working level - nugatory and un-
productive. )

6. It helgs to get arguments that different working and
business methods are not acceﬁtable into a correct focus to
recall the scale of some of the relevant expenditures (Supply
Estimates, 1980-81):

£000m (net)

Civilian pay 1,015

Accommodation services, stores, plant
& machinery and contract repair 138

Fuel and utilities 480
Lands and buildings 89

Telecommunications, postage and
monitoring 66

Stationery, printing etc 37
HQ administration, Defence Procurement 49
Defence Accommodation Services

T

C PRIESTLEY
24 October 1980




PRIME MINISTER cc: Mr. Whitmore
Mr. Wolfson

This is a report from Derek Rayner on his work to date

and his work in hand. He also seeks guidance for the future.

You will have an opportunity to talk about his future on

3 November, after the unemployment benefit presentation, but

you may find it helpful to read through the submission, and

comment on specific points as you go. Sir Derek Rayner's

main questions are:

Are you content with the direction of work in hand

-

under his auspices?

Would you like a progress report to Parliament in a

White Paper, early next year?

Sir Derek has to reduce the time he is spending on

his government assignment. Would you be content

for him to continue to supervise this work, reducing

the time he spends on it, so that he would con-

centrate on the main themes? The consequence is that

he will need to strené%%en his office (for which you
———"

gave authority last week). Alternatively, he could

be replaced, if you would prefer that.

Sir Derek also reiterates his invitation to you to visit

‘1ﬂk his forms exhibition. He further suggests that he and Lord Soames

ey

might arrange an exhibition on running costs of Government

Depar ts, to be set up in the ante-room here for a couple of
days so that Cabinet Ministers and others attending meetings

would see it. If you like this idea, we can write to Lord Soames'

office as suggested at Flag B.
gg g ‘1’, /;h.M. .

v/

ctober ’ ﬂwd; MM /)‘OE
24 October 1980 5612;% m}u% S
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PRIME MINISTER

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

188 This minute offers a brief progress report; notes that
I shall be submitting further reports to you this autumn; and
consults you about the future level of my work.

2 If vou aeree, perhaps we may discuss it when we meet on
. © ’ dx

£
3 November, but I suggest that an exhibition of departmental
— e,

running costs (para. 8 below) might be commissioned now. If
time is not available on 3 November owing to the presentation
on the DE/DHSS scrutiny, perhaps your Private Secretary would

convey your response to me or my office.

Progress report

Ehe I invite vou to take note of the attached summary of
LOvVite y
progress (Annex A).

4. On Forms, I was grateful for the message you sent me on
16 September via Mr Pattison. I expected the chances of your
being able to visit the exhibition that day to be slim given
the pressures on your time and I am pleased that you thought
of including it in your programme at all.

&5 The exhibition will remain in being for some weeks yet.
I should be delighted to show it to you if there was another
opportunity. I have in the meantime written to Mr Channon on

how best to take matters forward.

Action reports this autumn

6. [ invite you to note that I intend to offer you reports
on the following:

a. Rayner projects, 1979: A brief updating

report. For you only in the first instance.
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b. Pilot scrutiny programme, 1980: An interim
report on the results so far. Plus recommendation
bha, e scrutiny programme should now be made

that the scrutiny programme should k 1
permanent, if you and your Cabinet colleagues agree.

cC. Statistics report: A report on the results of
separate departmental studies and on inter-departmental

issues.

d. Repayment for Property Services: The report of
the study you commissioned following last year's Rayner
project on Maintenance in the Bath Works District. It
will recommend repayment for the common user estate.

A1l these reports should come to you in November. The last

. - . . . ~ . .
two will require endorsement by Ministers collectively, if you
agree; Repayment may be controversial; I am considering
tactics with Mr Heseltine.

e I invite you to note also that - apart from the
Lord President's progress report to Cabinet on the size of the
Civil Service (an issue which may well be relevant to the
future content of the scrutiny programme) - you or Cabinet will
be receiving other material as follows:
Q. Annual scrutiny of departmental running costs:
First report to Cabinet by the Chancellor and the
Lord President, November.

{o] Efficacy of management review: Report by me,
following the ODA and MAFF reviews. For you only in
the first instance. It will not take much of your time.

@5 Organisation of CSD and Treasury: Report by
Sir Ian Bancroft, helped by Sir Douglas Wass and me,
probably early November.

8, When they have the report on running costs (and also
repayment for Property Services), I think that the Cabinet

might be much helped by a small exhibition in the ante-room,
perhaps mounted on a few free-standing panels.g_ﬁffh repayﬁént
for HMSO supplies, the cost of services once provided free is
coming home as never before. One department was amazed recently

—
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to get a bill for £11m, of which on enquiry £5m turned out to
b ]

. ey
be for warehousing stocks of forms. Such costs can be presented

graphically. 1 supgest that you should ask the Lord President
and me to arrange for such an exhibition. In case you agree,

I attach a draft minute which your Private Secretary might
send us soon (Annex B).

The Government's record

5 The Government's achievement on efficiency is important
and promises to be substantial.

10. It is not easy for Parliament, the public or the Service
to grasp it all. I think that a White Paper or some similar
publication early in 1981 would be a useful and welcome state-
ment, both as an instrument of management and as a public
record of where the Government has got to and intends to go.

I suggest that a statement should be commissioned.

Future level of my work

11. I explained in July that I should have to ask you to
allow me to reduce the time I am spending on Government
business, say at the turn of the year. We had a useful word
about this when the Lord President and I saw you on 15 October,
but it would be helpful if we might now agree formally on how
you would prefer my assignment to be shaped in future.

1 I think there are two key questions:

a. Am T providing the sort of service you and
A7
your colleagues want? Lx) - Ll wltbd" .

fo)” How much time should I give to it? M ramth—en

V"““’ )

13. It is of course for you to say whether I am doing what
you want, but you may find these observations helpful.

14, I think that the "value added" by my work could be
increased. Much depends on what Ministers do with the advice
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they receive. I commented on this when we met on 15 October;
T will send you a separate note on it (and on officials). No
less important is the question whether I am directed at the

right targets.

f

e On the whole, I think that the project/scrutiny
technique has proved its value. It has produced both savings
and reform in many of the areas studied and first-rate spin-
off exercises in the shape of the reviewsof Government

statistics and of repayment for Property Services. I am
discussing with CSD a possible second Service-wide review,
this time of supporting services in R&D Establishments.

16. But an important purpose of the scrutinies was to
exemplify both a method of working and areas of government

activity where efficiency could be improved. I think that
the effect on Ministers themselves has so far been less than
it should be. TFor the future, I am certain of three things:

. We should not accept for the programme subjects
which are either comparatively frivial or likely to be

frustrated by policy changes known to be in the offing.

The subjects put up by the Department for National
6;’— ~Savings (Premium Bond record computerisation) and the
(—ome Office (procedures for naturalisation and registra-

Tion, are examples.
—

{018 We should aim for expensive areas of admin-

istration. The good but comparatively small-scale
N————————— N

subjects sofar selected in the Inland Revenue suggest
for example that there is much manpower-intensive and

cumbersome administration waiting for examination.

(w1 Some subjects already tackled are going to need

fairly intensive follow-up and input from me. The

obvious example of this is the highly promising joint

scrutiny by DE and DHSS (also involving the MSC) of the
—

e
delivery of unemployment and supplementary benefits to

the unemployed, now in train, and on which you will
receive a presentation on 3 November.
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1 On lasting reforms, the pressures on my office and me
have been such that I have made slower progress with some -

notably the managerial authority of Ministers and Permanent
Secretaries - than I would like., But the programme as a
whole, for parts of which the Chancellor of the Exchequer

and Minister of State, CSD, are responsible, is coming along
woll and I do expect to see substantial benefits. These are
of a somewhat intangible kind as far as the man ln the street
is concerned, but are capable of producing radical changes.
T would like to stay with and increase my input to that
programme, not least in respect of work with Permanent

Secretaries, individually and collectively.

185 On time, the heart of the matter is how much I can

make available.

11825 I do not work on a "so many days a week in Whitehall"
footing. The work does not arise like that and T could not
simply block two days a week out of my M&S diary. I estimate
that overall I give about 40% of my "working hours" to
Government business, supplemented by work in the evening

and at the weekend.

20, T now believe that I should step back somewhat and
that I should concentrate more fully on things that are
really important. You will have views, and permutations

are possible, depending partly on your deoisions on the
0SD/Treasury and "Inspector-General" issues.

Al I should be much happier about my future work if the

0SD and Treasury were merged. The same applies, but less so,

to the appointment of an "inspector-general", as I now tend

to see this coming along at a later stage. I regard the

merger - and the right people in the right jobs - as among

the most important requisites of the success of your efficiency/

waste policies.




PERSONAL

I myself see the choices as broadly two:

a. I withdraw pretty fully to an advisory and con-
sultative role, although quite frankly I would not
expect the track to my door to be one of the most
heavily beaten in Whitehall.

b. I withdraw a little, dropping all marginal work.
I would concentrate on the really important things:

- the scrutiny programme;

- chasing up projects and scrutinies to actiomn;

- lasting reforms;
difficult subjects needing an extra push
because they are unlikely to be brought to
the best possible conclusion if simply left
to the department/s concerned, eg major
scrutinies (like that now involving DE/DHSS/
MSC), of which I think there should be more,
and the review of the length of the hierarchy;
highlighting and getting management action on
possible economies exposed by the examination
of departmental running costs;
providing such counsel to Ministers and
their departments as I can.

23 There is of course a third choice, which is to replace
me with someone else; I do not mean to preclude this. If you
preferred the second choice I should have to ask you to allow
me to reinforce my office. I have so far kept it very small¥,
but I have arranged provisionally with Sir Ian Bancroft that,
subject to your agreement, he should let me have a Higher

Executive Officer (A) from CSD. s N

S

24 . My assessment is that my office (which you kindly
indicated on 15 October should continue to report to you,
so securing its independence and objectivity) should now
be staffed so as to reduce the burden of the day-to-day work
on Mr Priestley and me, allowing us to spend more time on the

* Mr Priestley (US), Mr Allen (Economic Adviser), Miss Holmes
(Executive Officer) and Miss Sullivan (Personal Secretary)




PERSONAL

big targets, on taking initiatives myself and on helping others,
notably the Treasury and CSD (with their Ministers' agreement),
with important work.

20% The HEO(A) and someone at Principal level (now Mr Allen)
. —
would cope with the day-to-day wark, notably the oversight and

analysis of scrutinies. You have already kindly indicated that

Aafi’nught take on two Assistant Secretorv level posts. Subject
to_your agreement, I should like these posts to be constituted
as follows, although the borderline between them need not be
exact:

\‘,/ Post (1): A determined, tenacious officer to stick

with the follow-up to scrutinies generally and things
TERSTNSTEDERE,, SSSSSSSC

that some might prefer to soft pedal, eg repayment
for Property Services, the statistics review, forms,
the hierarchy review and any big scrutiny subjects
such as the current DE/DHSS/MSC one (paras. 2 and 16c
above).

*’/ Post (2): An officer who would help departments get

their running costs down ("good housekeeping").

RS T TR T A R S T A AT
o

205 I should like Mr Allen to fill Post (1) on promotion but

‘ : - .
to keep the question of Post (2) in reserve until we can see
the outcome of the scrutiny of departmental mnning costs and
can identify the skills needed to bring costs and possible

economies home.

2N The result would be an office consisting of 1 Under

SR e e
Sgcretary, 2 Assistant Secretaries, 1 Principal, 1 HEO(A),
1 EO and, say, 2 (not 3) Personal Secretaries. The cost of
my operation would be increased, from £7,900 a month to

. . g . . . .

£16,500. (This is on a "full cost" basis, including in
addition to salaries and national insurance an average cost
for telephones, postage etc and an amount for superannuation,
accommodation etc provided as an allied service. I should
remind you that you told Mr Arthur Lewis MP on 31 July that
there was '"no need to make additional appointments at present

to Sir Derek Rayner's staff".)




PERSONAL

‘ Sumnary
28. I gsk you to
Paragraph
TeTerence note the sugmary of prooress at Annex A and that I shall be
346 submitting certain reports later (projects, scrutinies,
2 ol 19
— 3 statistics review, PSA repayment);
\’//noto that other reports will be relevant (size of Civil
ey STESD
Service, departmental running costs, management review,
CSD/Treasury merger);

invite the Lord President and me to arrange a small
exhibition for Cabinet in connection with departmental

running costs;

consider whether a statement of the Government's

*

efficiency achievements and intentions should be published
early in 1981;:

indicate whether I am doing what you want;

subject to that, agree that I should reinforce my staff
first by the addition of an HEO(A) from CSD and then of
two Assistant Secretaries.

I am copying this to Sir Robert Armstrong only.

" Derek Rayner
23 October 198

Annexes

A. Summary of progress, September 1980
Appendix: Scrutiny of departmental running costs,
Department of Energy

B. Draft letter to Mr Buckley, Private Secretary to the
Lord President




SUMMARY OF PROGRESS, SEPTEMBER 1980

1. FORMS

Exhibition prepared by Mr M J Connolly (M&S) moved from
Baker Street to CSD, August. Proposals from Minister of State,
CSD, awaited; 1likely to concentrate on volume, intelligibility
and control of forms. Submission to Prime Minister, Autumn 1980.

RAYNER PROJECTS, 1979 (29 exercises)

Data on decisions taken, savings achieved etc being sought
from departments with a view to updated report to Prime Minister,
mid to late November. (Main savings (social security payments)
now likely to be about £O0m pa.)

3. SCRUTINY PROGRAMME, PILOT RUN 1980 (39 exercises)

29 reports received; eight more to be completed this
year; last two early in 1981. The 29 reports, prepared at a
cost of £0.3m, identify potential savings of £20m pa. Percentage
savings range from 10-100%. But biggest exercise - on services
for the unemployed (joint DE/DHSS) - likely to increase this
substantially. Interim report to Prime Minister, November.

4, GOVERNMENT STATISTICS REVIEW (22 departmental exercises
plus inter-departmental exercise)

21 reports received; last expected shortly. Identify
potential savings of £12.5 pa at a review cost (so far) of
£0.2m. Savings range from 4%-33% (with an average of 17.5%)
because some departments have identified major potential
economies. Departmental reports with Ministers. Inter-
departmental report, to be submitted to Prime Minister at end-
November, will cover work on the Central Statistical Office,
cross-Whitehall issues arising from departmental reviews (eg
work of the Office of Population Censuses and Surveys) and such
common themes as future control of statistical work and pricing
of publications.




REPAYMENT BY DEPARTMENTS FOR PROPERTY SERVICES

Inter-departmental official group (Treasury, CSD, PSA
Rating of Government Property Department) has submitted report.
Sir Derek Rayner will now discuss with Mr Heseltine, with a view
to Cabinet submission later in Autumn; report will recommend
repayment for "common user" estate and supplies. Explanatory
minute to Prime Minister before Cabinet submission.

bre ANNUAL SCRUTINY OF DEPARTMENTAL RUNNING COSTS (PILOT RUN,
1980)

Ministers are sending Minister of State, CSD, data on
their running costs. Summary will be put to Cabinet later.
Analyses so far received have identified major increases in
costs in several areas. The analysis for the Department of
Energy is appended as a typical example. Central action is
needed to enable Ministers and their Permanent Secretaries
better to reduce such costs. Sir Derek Rayner believes that
he and Mr David Young, Sir Keith Joseph's Industrial Adviser,
who has interested himself in this subject, could do much to

help here.

1 MANAGEMENT REVIEW

The Prime Minister asked for a report on the efficacy of
management review in the light of the two exercises in 1979-80,
on the Ministry of Agriculture and the Overseas Development
Administration respectively. The ODA exercise is complete, MAFF
nearly so. Sir Derek Rayner will report as soon as he can.
(CSD Ministers have no plans for a management review of the
established type in the immediate future.)

8. LASTING REFORMS

(a) Management of resources in departments (Sir Derek Rayner
in lead): Less progress made than hoped for owing to
pressure of other work. Aiming at submission later in
the Autumn on the authority of Ministers and officials
covering inter alia Accounting Officers, Principal Finance
and Bstablishment Officers and line management.




Management of resources at the centre (Chancellor of the
Exchequer or Sir Tan Bancroft in lead): Sir Derek Rayner's
contributions to annuality and cost-effectiveness of safety
etc regulations completed. Work on purposes and methods of
central control and on the financial framework for manage-
ment still in hand. Work of study team on CSD/Treasury
organisation and "Inspector-General" in progress, to
progress, to produce report to Prime Minister, end-October/

-early November.

Culture of Whitehall (Minister of State, CSD, in lead):

CSD is consulting departments and Sir Derek Rayner on
"succession to key management posts" and is at work on
pay* and promotion and helping staff to give of their best.
DHSS, at Cabinet's request, in keeping a record of the
cost of Parliament.

* CSD is at work on a proposal to initiate "merit pay"
(a principle including penalties as well as bonuses)
at the Under Secretary level.

Appendix: Scrutiny of annuel departmental running costs,
® Appendix y g
Department of Energy




APPENDIX TO ANNEX A

Scrutiny of annual departmental running costs,

Department of Energy
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RAYNER SCRUTINY OF DEPARTMENTAL COSTS

,enclose a copy of the completed pro-forma for the Department of Enery~, This has

been submitted to our Secretary of State with a commentary drawing hir =z=ttention to

those classes of expenditure over which he hag mosi influence as a depzrimental minister.
h "The Secretary of State noted the figures and that any further ln<ak-down of the

figures - e.g. by divisions - would not be useful.
c—— !

t
'/1 imagine that you will be drawing up a comparison of the figures by lr.artments. We
should be particularly interested to know how our expenditure on telec: -munications
and on office machinery, stationery, photocopying and printing and pull’cations compares
with that of other Departments of our size.

The notes to the pro-forma explain unusual items of expenditure, or variation in
the rate of spending. es shown on the
ro-forma tend to misl o like, &nd it is

therefore vi a, the notes are read in conjunction with the pro-forta itself.
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TOTAL 10 PANRIMENTAL COSTS

Last year -~ This P

Penultimate Last Year

Year (forecast

(Actual) Outturn)
Gross " Gross

Stafil i 3 _12*0 = )O
Average Numbers of 1305 1270 . [1305_7 Z: 35_.7

permanent staff
Costs . £'000 £'000 £ 000 £'000

This year Increase % Change
o g

(Estimate) | Decrease
Gross + or - + or -

Wages and Salaries
(including Insurance
contribution)

i, Permancnt Staff 2273
(U based) TN 9127 ZTr —;7 3564—;7
ii, Overtime 56 106 \ : 48
iii. Casuals included under 2(i t 2907/
iv. Period Appointees;
staff on loan
o from outside bodies
(paid for by the
department)
Staff locally engaged
overscas
Enployers' super-
annuation contri-
butions 11
vii, Otber pay costs , 41

3. Pension and gratuity /T969 7
liubility (1) 2224

¥ o N
TOTAL WAGES AND SALARIES 4_ ‘ 5;'_;1;‘_7
JC 4

e +'}| + +

B. Other Services

l. GIRO and other banking

services 2

2, _Post Office Agency

. charges 209(b)
3. Other agency charges,cost :

of staff employed by

contractors, consultants|

and fee paid staff 5711(c)

[Note: this item is intended
to include the employment
of contract labour eg
cleaning staff but not the
direct labour element in
government contracts]

4, Paywents to other
departments for 2 -
services provided (d) M %k ﬁi .
(cg cstablishments or
cowwon support services) 5

[specify cach depariment
hcpurutcly]
TOTAY, 0ATENt SERVICES

(1) Noisenal expendi ture only,




Last year - This yeur

Penul timate Last year This year
Year (forecast (Estimate)
(Actunl) Outturn) Gross
Gross Gross

Increase/ % Change

Decrease
+ or - + or -

£ 000 £' 600 - £ 000

C. Personnel overheads

Travel J : e _
Subsistence ﬁ (e) (He 1035
Entertainment 18 37
Removals 87 136
Catering Subsidies 23 3
Protective Clothing,
Uniforms etc 3 5
External training, '
seminars etc 30

TOTN® PERSONNEL OVERIEADS

1By General Office
Accommodation
Costls

Equivalent market

rents (1) 24588
Rates (2) 492
Heating, lighting(2) 320
Maintenance (2) 486
Furniture and

fittings (2) 137

Other Accommodation
Costls

Rates (2)

Heating, lighting(2)

Maintenance (2

Furniture and
fittings (2)
Capital Costs -

New Construction (2)

TOTAL ACCOMMODATION COSTS 2962 3923 + 961

(2) Expenqiturc borne on other departments' Votes (also applies to stationery,
printing, office machinery and administrative computers before 1980-81).




Last Yeur-This Year

Penultimatve
Year
(Actual)
Gross

Last Year

“(forccast

outturn
Gross

This Year
(Estimate
Gross

Illcl‘c(ast:/
Dicrease
+ or -

¢ Chanae

+ or -

Office Services

Carriage, freight
Transpori—own depart-
meni (inc.vehicle
maintenance ) (3
Transport-PSA(2)(3)

Teleccomwunications (3)

Postage s

0ffice Machinery(3)
Stationery
Photocopying
Printing & Publi-

tions (3)
P\‘icity and

)
)
)
)
)

advertising (2)(3){1)

Library Sexrvices
Administrative
Computers (3)

Minor Administrative
Expenses

[separately aunotated

where substantial]

)

£'000

2 000

£'004

27

£1000

+120.7

+ 90.8

+ 33.5

TAL OFFICE SERVICES

(-

Othex Non-Office
Exponditure

i.g Capital Fxpen-—
diture

Land

Plant & Equipment

Vehicles

Runnine Costs

Land

Plant & Equipment

Vehicles

Oither Current
Costs

1

+ 47:E;)
SN~~—

TAL OTHER EXPENDITURE

17

AL EXPENDITURE A-=F
r'ne on own Vouies

17783




TUTAL IEXPENDITURE A-F
borne on other depts!

Votes (2

)

O JE W Y
Year
(Actual)
Gross

as1l

(forecast

outturla
Gross

Jial’

This Year
(Estimate)
Gross

L

L

£

Juervase,’
Deervcase

+ or -

£

1535

T0TAL EXPENDITURE A-TF
which is notional

only (1)

LE61 T

4712

5 105 7

1351 + 1289

GRAND TOTAL A-T

O

/+ 4431 7
10702 29247 T4 5976

(1)
(2)

Expencditure borne on other departments' Votes (also applies to stationerg

Notiondl expenditure only

printing, office machinery and-administrative computers prior to 1980/8

(3)
»

Notes:
DG

(a)

(v)

Please separate expenditure between Capital Costs and Running Costs where possible.

Pension and Gratuity Liability is to be calculated on the latest rates
notified by the Treasury [currently 19% for Non-Industrials and 16%
for Industrials].

Substantiial costs will also need to be subdivided by organisational units
(eg locatlions, functions, Under Secreétary Commands etc). The precise
nature of the breakdown will need to retflect the iniernal organisation of
the department itself. All staff costs will require this treatwent; the
separation of other costs will depend upon a number of factors eg
practicability, materiality and whether cost control will be facilitated.

Expenditure figures should be shown pross. A separate note analysing
receipts may also be required in order to present a full picture.

Current ycar figures should be reconcilable with those shown in Supply
Estimates after allowing for notional items. Figures for last year should
be as near as possible to the final appropriation account figures.
Penultimate year figures must be exactly reconcilable with that year's
Appropriation Accounts.

Any goods or services provided free to the department on allied service
terms should be marked. The expenditure to be shown under ihese items
should be obtained from the relevant allied service department,

The contact points in these departments are as follows:.

Mr P B Overton,
20 Albert BEmbankment, London SE1(211

Mr D J Etheridge,
Hercules Road, London SE17(928 2345 ext

Mr P S Mewes,
69 Notting Hill Gate, London
(229 9841 ext 46)

Mr P chfdrd, Sovereign House,
Botolph Street, Norwich (0603

Property Services Agency:
525
Central Office of Information:

Rating of Government Property Dcpaftment:

IM Stationery Office:

22211)

Mr D TFowler, Riverwalk Ilouse,
157-161 Millbank, London SWl (211 0327)

Centiral Computer and
Telccoumunications Agency:




HOTES

A STAR

a) Scrutiny puidelines call for cosls in terms of Estimate
provision. TFigures in square braclets / / reflect current
forccast outturn.

3 OTILR SERVICES

b) - Reduction due to discontinuation of the Electricity Discount
Schemes.

c) Includes Estimate provision of £1.023m for BNOC's handling
fee for Royalty oil.

Except for an estimated £21,000 due to the Welsh Office
and £7,000 due to the Scottish Office in 1980/81 all other
payments are to the Department of Industry.

As no clear guidance has been given on the treatment of
agency charges the entries under B.3 comprise the following:

: (£'000)
1978/73  1979/80 1980/81

ETSU (UKAEA) 1488 1917 2729
IATSU (UKAEA) 585 1015 1137
BNOC - INanagement of Pipe-
lines and Storage
©  system 195 402 433
BNOC - handling fee for
Royalty oil - - 1023
lliscellaneous consultancies
etc. 284 389

3618 5711

e

C PERSONNEL OVERHEADS

e) No breakdown of costs between Travel and Subsistence available

D ACCOMIIODATION

No figures were provided for 1978/79 by the PSA.
E OFFICL SERVICES o

&) No reliable detailed breakdown of costs available.

h) Borne on olher Departments Votes.

i) Excluding expenditure by the COI on behalf of the Department
of Energy's énergy conservation publicity.

) Including £510,000 capital expenditure,

RECEIPTS

As requested the proforma is compiled in gross terms. The
attached Table summarises ihe Department's Xeeeipts,




TABLE 1

Departmwent ol ILnexyry: Jajor Reverwue Laymine Activities

&k (¢t outturn prices)

1976-79 19745-80 1980-81
(Actual) (Actual) (Estimated)

(LesthrESed N Eille citilc ity

lleters (a) 416.2 407.7 509. 3
Testing of Gas Meters(a) T64.6 808. 2 T791.7
Gas Examining (a) 693.8 939,89

Recoveries of Staff
Costs (from HSE) 24540 2 302.0

TOTAL 2119.6 3 2542759

a) llemorandwn Trading Accounts are prepared ammually for
these activities.

sl

§ b s il

v ik
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DRAFT OF 23 OCTOBER 1980

J Buckley Esq
Civil Service Department

ANNUAL SCRUTINY OF DEPARTMENTAL RUNNING COSTS
oks fawand G W

The Prime Minister i ivesS the

1
flrStﬁ%é rgturns %%Mlnlsters G;Ln"%afew weeks
time Ahere would be much to be said for a visual ‘gemonstratlon
of bo‘ch the sum total of administrative expenditure and
particular items within it.

This would help bring home the rate of increase in
the total and the opportunities for reducing costs when they
arise. The Prime Minister understands, for example, that
the cost of a single telephone extension in 0ld Admiralty
Building is £224 a year and that the cost of Post Office
services for the average desk officer is £500 a year.

\3\ Such costs and others (eg photocopying and acommodation

serv1cgs) m;ght be 1L_Estrated byéli“ans of % small exhibition
. fer 54 SRt HE—PeRe-

The Prime Minister would be grateful if the
Lord President of the Council and Sir Derek Rayner would
arrange for such a dem tration to be repared for her

7 Pmal- wdkl
approval A,/wc a.d»v / ‘ < &Jéu(é
Wd. will U palling theOglhn “The

5¢ Ghuit Lalé cogyl 1‘%4, ohn ngglns (HM Treasury) e
Clive PrieStley (§ir ﬁerek Rayner s Office).

[Private Secretary]




cc for information
Vilr Pattison
Mr Buckley

Mr GAFFIN C34‘C’ il Mr Green A
/173/ Sir Derek Rayner :
- Mr Colman ' A
/72qr4ﬁ£¢§f,¢‘ llr Jarmany
AL

Y,
Mr Peter HENNESSY LL{&’,

g Mr Hennessy rang me yesterday in connection with the Bath
Maintenance Economy Review, conducted as one of last year's
"Rayner projects".

o He had a copy of the report and subsequent action documer?,
supﬁlied by the Secretary of State for the Environment to

Mr Richard Shepherd, MP in response to the latter's round-robin
to all Ministers.

3. He outlined quite an attractive article, which he thought
would appear in next Monday's TIMES (two days before Sir Derek
Rayner 18 due to give evidence %o Mr Sheldon's Sub-Committee on
the merger of the Treasury and CSD). However, he wanted some
help and, in view of the importance of the subject, I thought it
right to agree to his request for a briefing, but of a background
rather than an "on the record" kind.

4, Mr Hennessy accordingly visited me this morning, when I
laced the Bath IMER in its context as an unusual component in
he "Rayner project'", 1979, and as related to two wider issues

mentioned in_Sir DR's memorandum for the Select Committee of

1 July, namely the provision of departmental running cost data

and the question of repayment for PSA goods and services.

O He said that he intended to begin the article by referring
to Mr Turtle, the PSA SEO responsible for the Bath MER (who is an
alumus of Mr Leslie Chapman's original MER gro%ramme and is
mentioned in Your Disobedient Servant), and to the capacity of
civil servantS %o do good Work, HIS ideas on the exact shape of
the article were as yet imgrecise, but he gave me a clear impress-
ion, which I welcomeg, that he intended to write a piece encourag-
ing to Ministers and the Service.

oF o Bt

C PRIESTLEY
22 October 1980







ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office
Ampac
London SWI1A 2AH
21 October 0

From The Minister of State J} M/f& ¢ 4 /“Jm

Douglas Hurd CBE MP
/l/aé%’a/ "'“A:? / s
WA A A A s /‘ "6’”’ :

e 3 Dopl pct s
(—\X)~4,4A\/V' h:tf(j“ﬁ \ M, on Sy élrne. ”22

FCO RAYNER PROJECT: OFFICIAL TRANSPORT AT DIPLOMATIC SERVICE z;xz&b
POSTS OVERSEAS

Thank you for your letter of 18 August about the Rayner
Report on our transport overseas.

Although Ford may have a preference for our orders to be
processed 'via the Ministry of Defence, they are the only
company to have expressed this reservation and we feel certain
that they would not allow this to stand in the way of further
business with the FCO.

As you know, the inevitable administrative delays involved
in our ordering through your Department, which were referred to
in detail in the Report, are the main reasons why we wish to
order our vehicles on our own behalf. It is no exaggeration
that when the need arises we can usually get a car from the
manufacturers and have it on board a ship in less time than it
takes for the paperwork between our two Departments to be completed.
Delays in providing vehicles can be very expensive as well as
operationally harmful at posts overseas.

§

We shall, of course, need to work out how the cars we order
can be added to your totals so that they may count in favour of
the overriding discount which a certain volume of cars would
attract; but this is a minor detail and I am sure that it can be
left to our officials to work out.

A copy of this letter goes to Sir Derek Rayner.

N

Keith Speed Esq MP

Parliamentary Under-Secretary
of State , \ )
Ministry of Defence \Jfﬁ .

Main Building
Whitehall




ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office

London SWI1A 2AH
21 October 1980

From The Minister of State

Douglas Hurd CBE MP

%O\M T(/\/\A\

RAYNER SCRUTINY: DIPLOMATIC SERVICE TRANSPORT

Thank you for your letter of 26 August. I am glad that
you found it an interesting and useful document. y
alrea begun to implement those parts which are of internal
interest only.

We shall, of course, be glad to continue the system,
already in operation for some years, whereby our officials consult
those in your Department well in advance before departing from
the general policy of 'buy British' in so far as the pool cars
at posts overseas are concerned. We agree entirely with your
view, and that expressed in the report, that flag cars should be
British except in the most exceptional circumstances.

I agree that in Diplomatic Service terms the 12 months
'in service' rule used by the Ministry of Defence, and the question
of servicing facilities, is not suitable and would severely limit
options for British cars. We shall wish to assess each projected
purchase on its merits.

I accept that it may be inappropriate for your Department to
fund the supply of a British car to a post where a foreign car
is cheaper both to purchase and to operate. I would expect,
however, the British manufacturer to provide some incentive for
us to run his vehicles in countries where, until he has
penetrated the market in some depth, it is otherwise expensive
and inefficient for us to do so. What form this support would
take would be subject to negotiation with the company concerned.
It could, for example, mean an accelerated delivery of the
vehicles or special pricing.

A copy of this letter goes to Derek Rayner.

\()WV/

The Viscount Trenchard MC
Minister of State
Department of Industry

\/\é\\/




ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office
London SWI1A 2AH

21 October 1980
From The Minister of State
Douglas Hurd CBE MP

FD%M Conih

RAYNER SCRUTINY: FCO TRANSPORT AT OVERSEAS POSTS

Thank you for your letter of 22 September and your
comments on the Rayner report.

You will see that the report does not differ greatly as
regards consultation with your Department and the Department
of Industry. Our practice has long been to consult and seek
the views of both Departments on the few occasions when we
propose to buy a car that has not been assembled in this
country for use at our overseas posts, as well as to seek the
comments of British manufacturers through the Department of
Industry.

For the future we shall aim to have closer contacts with
the industry to see how best we may support their export efforts.
On occasion, however, we have been asked to spearhead an attempt
to penetrate a new overseas market rather than support the
makers' own efforts. We shall wish to seek your Department's
guidance when such an approach is made to us by manufacturers
and at the same time would expect them to offer special price,
delivery and maintenance conditions appropriate to the country
in question. We shall be happy to follow your guidelines on this
but I hope you will agree that, in the case of a special effort
of this kind, we should not need to seek your Department's
specific agreement for individual purchases unless the car in
question is outside the guidelines.

A copy of this letter goes to Derek Rayner.

Cecil Parkinson Esq MP
Minister for Trade
Department of Trade

1 Victoria Street




ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office

London SWI1A 2AH
21 October 1980

From The Minister of State
Douglas Hurd CBE MP

N

RAYNER SCRUTINY: DIPLOMATIC SERVICE TRANSPORT
Thank you for your helpful letter of 20 August commenting
on the Rayner report on our transport overseas.

I am glad to have your agreement that, subject to the
setting-up of satisfactory records and inspection procedures,
the FCO should assume control of official transport for our
diplomatic and consular posts overseas.

We have gone some way towards devising a new system of
records for our vehicles overseas, and as soon as we have
completed this our officials will be consulting with your
Transport Economy Unit.

We are also reviewing the question of mileage allowances
for the use of private cars at overseas posts, and we shall also
be contacting your officials on this in due course.

A copy of this letter goes to Derek Rayner.

(SAV.V '3 VAVa

.» m%\v‘

The Rt Hon Paul Channon MP
Minister of State

Civil Service Department
Whitehall




ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office

London SWI1A 2AH
21 October 1980

From The Minister of State

Douglas Hurd CBE MP

/D\—Q/o\/\/ I N |

RAYNER SCRUTINY OF FCO OFFICIAL TRANSPORT OVERSEAS
Thank you for your letter of 10 September.

I have carefully examined your comments and thlnk that
hould be able to operate on the lines we want

X Government accountin
them. Clearly, this will not provide the flexibility that the
report was seeking to give us, and in some cases it may not be
possible to forecast car values and exchange rates some six to
eighteen months ahead. We will, however, submit a supplementary
estimate if necessary, as you have agreed, if we want to use
extra receipts on additional purchases.

I have noted -your comment on the possibility of operating
a single fleet abroad and agree that it does merit further
study, although past studies have shown that this seems to be a
particularly difficult thing to do.

A copy of this letter goes to Derek Rayner.

=

O AR\ S

'_Dv\/\a‘v(

The Rt Hon John Biffen MP

Chief Secretary to the Treasury
Parliament Street

London SW1







MR, PRIESTLEY

Thank you for your minute of 15 October
reporting progress on the disposal of surplus
assets identified in the Bath Maintenance

LCOno

identi-
office

M A PATTISON

il October 1980
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BATH MAINTENANCE ECONOMY REVIEW: DISPOSAL OF SURPLUS ASSETS

1. The following is an account of action by the Ministry
of Defence and Property Services Agency, as requested in your
note of 30 May.

A. ACTION BY MINISTRY OF DEFENCE
RAF Hullavington: Builings and Land

2 Decision taken (in March) to dispose of 6 out of 16
hangars. — g-

3. Decision since taken to dispose of 2 more hangar
4, Decision taken (in March) to give up 155 acres, over
20% of total site.

I

) Review of future parachute training requirements - on

which MOD's consideration of land within the airfield perimeter

track and the future location of the Bannerdown Gliding Club

and the University Air Squadron summer camps defends - stil% in
urther

rogress at mid-September. Subject to its conc

usion,
isposal may be necessary.

RAF Colerne: Land

Bl Decision now taken that the airfield is no longer to be
designated for_emergency use. Airfield lighting™wIill therefore
cease to be maimted :

s Fifty acres of the airfield will be released, about 25
now and 25 when redevelopment of the remainder of the airfield
as a_training area is complete. This accounts for 7% of the
total acreage.

RAF Keevil

8. Decision now taken to dispose of 177 acres, over 40%
of the site.

9. Final disposal, in another month or so, will depend on
how soon thearea can be declared free of explosives.




\

Married Quarters

1.0 Decision taken (in March) to dispose of 249 Army MQs
at Colerne and Chippenham.

11. By mid-September 103 MQs at Colerne had been passed to
the PSA; 92 more scheduled to be passed by end 1980.

123 : MOD also seein% whether it can lease to the local
authority a number of houses occupied bg civilians pending
clarification of the future housing needs

of Servicemen.

182 Decisions taken (by March) to dispose of 76 empty RAF
MQs at Chippenham and MelkSham. Five more are to be transferred
to MOD Police. Remainin% 20 will be sold when the present
occupiers have finished fheir tour.

B. ACTION BY PROPERTY SERVICES AGENCY

14. So far PSA have been asked to dispose of 30 surplus MQs
at Chippenham and of the 100 at Colerne. =~ The latter are located
on two estates, where abort™® third of the MQs have not yet been

declared surplus to MOD requirements. It would ease PSA's task
in disposing of these MQs if all the houses on each estate were

3vaila le for disposal; MOD are considering whether this can be
one. :

15. PSA expect work of disposal to be lex - for example,
because road on both estates must be brought up to standard
before the local authority will adopt them - but they are used
to this kind of problem and are giving it priority.

16w Other properties will be passed to PSA over the next few
months for disposal. PSA will then get them on to the market

as soon as possible. (Theﬁ sold about £0m worth of MOD groperty
in 1979 and expect to do the same this year; the disposa
machinery works well once it has properties in its hands.)

e

N

C/‘P

C PRIESTLEY
15 October 1980







MR PATTISON
BATH MAINTENANCE ECONOMY REVIEW: DISPOSAL OF SURPLUS ASSETS

This is just to let you know that I am agreeing a report on this as requested
in your minute of 30 May with both MOD and PSA. Tt should be with you in the

next day or so.

C PRIESTLEY

/m hca Ne WVCJ-‘/W‘}’ P i

13 October 1980
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M.A. PATTISON

13 October 1980
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Mr Pattison

The Scrutiny Programme: Administration of Private Woodlands Grants and
Control of Felling (Forestry Commi ssion )

15 In your minute of 16 July, you asked for the Prime Minister to be kept
{

in touch with progress,

2, According to the Scottish Office, the Forestry Commission are unable to
supply an "action document", detailing those recommendations that have been
accepted and the likely timetable of implementation,before the end of this

month,

9 The main reason is that the scrutiny's recommendations are being
considered alongside the Forestry Policy Review and an interdepartmental
study of the relationship between forestry taxation and grants, This is
reasonable and was recognised by Sir Derek Rayner as necessary when he first

commented on the report,

L, I do not propose to press the Forestry Commission to advance their
timetable for drawing up the action plan, Lord Mansfield has told

Sir Derek Rayner that he is in broad agreement with the scrutiny's findings
and Sir Derek Rayner, in reply, has put up the necessary marker against the

Prime Minister's interest on the subject and the need for action,

3 If you think that the Prime Minister will be content to receive the
progress report at about end-October, I shall write to Lord Mansfield's

office saying that we are prepared to wait but urging them to press on,

-

e

bl C PRIESTLEY

6 October 1980
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THAMES WATER AUTHORITY

1 You suggested to Mr R R Bolland of Staines in response
to his letter that I should see him on your behalf. He called
on 1 September. This is a summary of the main points he made.

Limits to your interest

B I repeated what you had said in your letter to Mr Bolland,
namely that you are not in a position to mount investigationsof
such authorities as Water Authorities but that you would be
interested to hear what Mr Bolland had to say about TWA as a
contribution to your understanding before reading the report of
the scrutiny of DOE's financial control over Water Authorities.
Mr Bolland understood and accepted this.

Mr Bolland's interest

3. Mr Bolland is a cheerful man of about 60. Although
white-haired, he has a healthy, alert look and a pleasing brown
face. He worked for the old Thames Conservancy for over

40 years as a middle grade administrator but says that he is
well known up and down the river, about which he has written
and broadcast.

4, He retired in 1973 at the earliest possible date and
emphasised that his view of the TWA was not that of a dis-
appointed candidate for office, since he had not applied for
anything on re-organisation. He has an "antiques and junk"
shop in Egham, which he very much enjoys.

0. He described himself as having something of a reputation
locally with regard to TWA but I believed him when he said that
although he was a trial to TWA there was nothing personal either
in his attitude to them or their attitude to him. He mentioned
that he had been on the BBC TV programme Nationwide last
January.




6. Mr B appears to be intellectually but not emotionally
obsessed with TWA. He was careful to say that his understanding
of TWA was limited to certain things in which he had interested
himself and that he had no reason to fault them on a number of
matters into which he had not enquired. Nonetheless, he held
very firmly to the thesis that:

a. TWA's regime for routine financial control was
weak;
b. officials dominated appointed representatives;

Cs senior officials had privileges which were
offensive to consumers;

ds the balance must be redressed by Ministers.

The thesis explained

T Mr B's interest in TWA had been stimulated by rumours.
As a result of these, he had over the years taken a particular
interest in aspects of financial control, following these
through the accounts. This had given him a close aquaintance
withthe Audit procedures but having unsuccessfully taken several
cases to the District Auditor, he had concluded that the way
in which the Audit Act 1972 and the Water Act 1973 operated
debarred the District Auditor from the kind of effective
scrutiny which had been so much feared and respected by local
government and similar officers before the re-organisation.

8. The sort of things in which Mr B was interested ﬁere
these:

the cost of taking Directors to and from work
unnecessary privileges farsenior staff

the cost of conferences, especially abroad,
and travel

unnecessary commercial activity by TWA,
especially in agriculture and recreation.




9. Mr B made a practice each year of submitting questions
to the District Auditor, to enable him to decide whether to
make a formal objection. The sort of thing he was after this
year was whether it was appropriate for directors to have
American Express Cards for charging up expenses.

(L0 One of his main contentions was that administration

was slack. For example, in the first year he had approached

the District Auditor he had objected to the fact that, in his
view, no proper authority had been taken for two staff privileges-
first, commitment to a heavy expenditure on getting five

senior officials to and from work (Mr B says that this costs
£80,000 in the current year for the drivers alone, ie basic

wages plus overtime) and, secondly, a cheap rate morigage

scheme for certain staff. Both these "decisions" were later
ratified by the TWA retrospectively.

11 Mr B claimed that they were "contrary for law for want
for authority", but at the hearing the District Auditor had

indicated that, whereas before the 1972 Act he could not have
accepted retrospection, he had no option now but to accept such
ratification as valid.

12 The second main part of Mr B's thesis was that officials
dominated appointed representatives. He was not interested in
a regime which specified authority and accountability too
narrowly, but in a commonsense interpretation of delegation.

He felt that this would include some specification of what was
required of representatives and of officials. He thought it
extremely important that no significant act, especially one
committing resources, should be taken by officials without
properly recorded sanction by the Authority. In the TWA case,
he thought that administration was deplorable, partly for want
of a director of administration and partly because even a good
appointed representative found it very difficult to do his job
properly. He felt that the absence of party politics in the
operation of an authority meant, curiously enough, an absence of




"opposition" and that appointed representatives tended, quite
unconsciously, perhaps, to close ranks with the officials
"agin the public".

13. Examples of defective administration quoted were:
- decisions are made by officials but not minuted

- the minuting itself is difficult to understand
and authority is wrongly derived from simple
reports in committee minutes of "papers received"

the full budget (usually agreed by the Authority
in 45 minutes) constituted a blanket approval

for each division to spend for the whole year
which, in his judgment, very much reduced the
opportunity and motivation to abandon expenditure
no longer needed.

14. Along the way, Mr B threw in the suggestion that privil-

eges had been given to senior staff quite unnecessarily. The
general argument on cars etc was that they were needed as part
of the emolument in order to attract people of the right
quality. His own impression was that there had been no want
of candidates at the beginning, nor was there now.

15. He added an interesting pointabout delegation. He

said that the power to hire and fire had been pushed down to
Divisional Manager level. This meant that DMs had an excessive
authority and power over the individual; this in turn could
produce demoralisation because staff felt that they were in

the power of their manager. As far as he knew, no decision
on the personnel management regime operated by DMs had ever
been minuted, which he thought yet another example of incorrect
assumption of authority by officials.




S0 what?

16 I wished Mr B well in his continuing efforts on behalf
of the consumer and said that his perspective on TWA was an
interesting and useful one for us to have on the point of
considering the DOE Water Authority scrutiny. There is
certainly food for thought here about the respective respons-
ibilities of the Secretary of State; appointed representatives;
senior officials; and the functions of audit.

CP

~—C PRIESTLEY
4 September 1980




PRIME MINISTER

You may have seen a recent article by Chapman Pincher
in which he made much of an exhibition of forms assembled
by Sir Derek Rayner at Marks and Spencer.

Sir Derek has now moved this into the Old Admiralty
Building. It occurs to me that you might be interested to
have a glance at the exhibition, which demonstrates the
range of statistical material required from Government.
Paragraph 6 of the attached note from Mr. Priestley spells
out the messages that come from it.

If you are interested in this, you would need about
half an hour, and I would arrange for Derek Rayner to show
it to you some time the week after next. It might be worth

publicising your interest.

B A PATTISGN ..

3 September 1980




MR PATTISON
SIR DEREK RAYNER'S STAFF

Sir DR was interested to see the Answer given by
the Prime Minister to Mr Arthur Lewis on 31 July,
that there was no need to make additional appoint-
ments to his staff at present.

2. This is simp1¥ to let you know that Sir DR

had notified Sir lan Bancroft that this office is
under extreme pressure and that he might need to
seek some augmentation of staff. Both he and we
would be very reluctant to do this.

As a StOE gap during Mr Allen's absence on leave,
Sir JTan Bancroft is lending us a Princigal,

Miss C Morrison, who will come here on <6 August
and stay until the end of September overlapping
Mr Allen's return by 2 weeks.

7

¢ PRIESTLEY
14 Augus?t 1980




MR GAFFIN ce Mr/{tlsg;”

Mr Green
Mr Colman
Mr Jarmany

INTERVIEW WITH MR KELLNER

Sir Derek Rayner gave Mr Kellner an interview on 12 August with a
view to a "profile" in the Sunday Times at some future date. The
interview followed a preliminary briefing given by me on 6 August
at Mr Kellner's request.

Checking of Quotations

2. The attached copy letters exchanged by Mr Kellner and me
yesterday will show you what Mr Kellner appears to think might
provide a useful quarry for an article, possibly appearing in the ST
next Sunday.

3. You will see that I have specifically asked him not to use
material on village Post Offices.

4, Mr Johnston is the DE official leadine the &oint DE/DHSS scrutiny
of services for the unemployed. Before getti r Kellner's letter
we had established with Sir” Patrick Nairne thaf he would be content
for Mr Johnston to give an unattributable, off-the-record briefing

to Mr Kellner, provided that Sir Ian Bancroft agreed. Although chary
of Mr Kellner, Sir Ian has expressed himself content, provided the

2 Secretaries of State concur.

o. I am in fact going to let the matter rest for the moment. Top
management in DE has plenty of other things to think about at the
moment and, as I have said to Mr Kellner, I really feel that he has
had enough of my time to be going on with.

Coverage of the Interview

6. The quotations give you a reasonably good feel for some of the
things said at the Interview, but you may like to know that the

§r$%nd covered (in the order of Mr'Kellner's questions) was as
ollows:

- Contacts with the Conservative Party leadership before
the General Election in 1979.

Polifiical o ffilEadiion

Degree to which the "Rayner groject" had been mapped out
with Sir K Joseph before han

?hytﬁnpaid and questions of definition and status related
o this

Implications for work at M & S

Account of "Rayner project" initiation and methodology

Local offices




- Extent of co-operation by Whitehall
Lasting reforms
Contacts with PM
CSD/Treasury question
7. Sir DR's style at this interview was_to answer the questions put.

He was not favourably 1mFressed by Mr Kellner but does dﬁhTGClatc
his courtesy in sending him the quotations for checking.

CP

C PRIESTLEY
14 August 1980

Incs: Copy letters from and to Mr Kellner plus quotations







MR COLMAN cc for information:

Mr Pattison v
Mr Gaffin

Mr Wright (CO)
Mr Unwin (CSO)
Mr Pearce (CSD)

MR CHAPMAN PINCHER'S ARTICLE IN EVENING NEWS, 13 AUGUST

Following a brief call from Sir John Boreham yesterday afternoon,
I spoke %o Sir Derek Rayner's office at M & S. I then gave you

a quick briefing. Sir DR himself rang me at home last evening; he
is going on a short holiday today.

2. Sir DR has written to Sir John Boreham and I will circulate
copies of that letter as soon as it is to hand.

3. Sir DR told me that he felt he had been taken for a ride by
Mr Pincher and that the article (copy attached) was full of "garbage"

4. The origin of the affair was that he had met Mr Pincher at a
arty given by his Chairman, Lord Sieff, when Mr Pincher had said
%hat he would like to do a %eneral profile of Sir DR. This was not

by any means specificallﬁ about the Whitehall side of Sir DR's
working life. Indeed, the interview was set up by and at M & S and
I had no knowledge of it until Sir John Boreham's' call.

5. Sir DR went on to explain that the interview had indeed turned

out as it had been described in intention. References to Whitehall

had been comgaratively fleeting but he had referred to the forms

exhibition which he had shown Nr Pincher. Sir DR said that the

comparatively low importance he himself attached to this point in

the encounter with Mr Pincher seemed to him confirmed by the fact |

that Mr Pincher took no notes on it. ‘
|

6. Sir DR has it in mind when he returns from his holiday to write

to Mr Pincher, saying that he regards the article as an abuse of

the occasion and ~that he particularly resents the way in which the
presentation of some of his remarks gilves an éntirely false impression
of what he had been saying.

The Forms Exhibition

7. I understand that arrangements are being made to move this
exhibition from its present location at M & S to the 0ld Admiral ty
Buildinﬁ. Sir DR would be very grateful if these arrangements can
be exge ited. He would indeed be Erateful if the transfer could
be effected by the end of next week. ¥

8. I am sendin% copies of this minute to Miss Eunice Green, Sir DR's
e

assistant private secretary at M & S (935 4422 Ext 367), and to her
colleague lfir Connolly who put the exhibition together and who is in
contact with Mr Pearce's staff.

,:Ei; S T undevat Phs is
: 18 .
C PRIESTLEY hagppencg s Mamdey) s
4 August 1980







WEPNESDAY, AUGUST 13, 1980

WILL SIR DEREK'S GREAT WASTEPAPER SHOW
:SAVE-BRITAIN FROM THE BUREAUCRATS? = .

AT s - Lt A ——

IN A mews flat behind
the headquarters of
Marks and Spencer in
Baker Street senior
civil “servants have
been brought- face to
face with, some of
their grosser follies.

It houses a very private
exhibition displaying all

the consequences once a -

blank form has been

posted from a government

soffice. . B0
“Hardened
have been staggered by the
costs eventually generated.

They have had to concede
that the Government is fully
justified in its drive to save
£80 million’ a 'year in ' White-

hall, taking bureaucracy - off~
backs in the,

the people’s
process. iy

‘Ingenious

It is not by c¢hance : that
this ingenious display, . soon
to be moved to Whitehall for
wider viewing, is ' Jocated
hehind Marks and Spencer.

The man who devised it Is *

Sir Derek Rayner,-the M and
8 joint managing “director
seconded, at Margaret That-
cher's request, to advise on
putting government operators
on a business basis. - s
Though forms-mania 1s only
one symptom .of the ‘deadly
Whitehall syndrome the 'treat-
ment of i demonstrates what
I cal] Rayner’s Fork — a two-
pronged attack to'skewer both
waste and over-manning.
“In business terms’ so much
of this collecting ‘61 inform-
ation is like something out of
an unreal world,” Sir Derek
. said, as ‘he showed me round.
“Statistics have run riot. It
is quite absurd.”
° Most of the forms have the
force of law behind them and
demand . information on every
subject — even the
national output of toilet paper
graded into ‘“soft crepe,”
*“heavy crepe” and “hard.”
For years civil servants have
Jbeen amassing detailed re-
" Arom builders “employ~
ng less than seven people.”
There . are about 60,000 .of
them and .many are one-man
concerns with a_tiny turnover.
Statistics « are - duplicated.

The Department of Trade and
Industry .and - _Environment

Department demand the same
information on separate forms
instead of sharing it. Cus-
toms and Excise are the worst
offenders. 3

Many forms are several
pages long so the initial cost

ﬁureaucrats :

precise -

' Report by
CHAPMAN
PINCHER

of sconc@ting them, involving
months fof thought and many
;meetings. by high-grade ‘statis-
ticians}: is high.

“Time taken by employees to

““look ‘up @l ‘the details required

and enter them can be expen-
sive but itds 'when the forms
are  re
. «departm

extracted, tabulated
statistically = analysed.
‘puters may be used but many
returns, such as PAYE, are still
all done by hand. : >

and

Then a great chain of work

creation is sét "off. Findings
ments for study and comment

and finally-codified into leaflsts *

and glossy' booklets with heavy
printing and distribution costs.

__
: ?,They«’re no
- -better than
" holes dug in
the ground for
others to
ey R
fill in®
T e e R T o O\ T LR BRI T
The originay material is filed
in expensive storage space or
computers. Leaflets and book-
lets—often out of date because
of the long time consumed in
froduclng them—take further
ime ‘and space when sent to

businesses, though wmany: .re
‘quickly committed to rubbish

There are 526 ‘Government

- statisticians ‘and hundreds of-

.the forms they have concocted
are no better than holes dug
in the ground so others can fill
them in.

Sir Derek sald: “I am told
the various trade associations

ed to tgovernment °
ts ~that the costs .
“~begin tosoar.  » opo oL
The "'inforniation “has to be

S Db &

Fa

'ﬂhd the glossy booklets useful.

8o do academics at universities.
~In that case Jet them amass

their own and pay for them !”
;. MPs who request unneces-
‘sarily detailed information in
Parliamentary ‘questions can
expect to get the same treat-

‘" ment. -

 “I‘am only an adviser but
¢learly much of ‘this “has got
to go. Some figures are essen-
tial for the business ol
government but much of this

 is ridiculous.”

The grossly overma‘nned
- Statistical  Service is just one

are, circuldted 40 other depart: . - of the many areas of govern-

ment .on which Rayner has

, fixed his withering' eyes.

 Human

Undersiandably civil servants
squirm . each time  Rayner’s

: Fork is raised — but -not as

vigorously as might be
pected. ' R

They know this b54-year-old
bachelor is backed to the hilt
by the Prime Minister and he
reports to her regularly. Any
lack of co-operatibn In White-
hall is smartly noted at the
summit—and dealt with.

Though quiet in manner
Rayner, who believed himself
destined for 'the Church, Is
determined to succeeq in what-
ever he undertakes,

He reached the board of
Marks and Spencer only 14
‘years after joining the .exact-

firm as a management
trainee. Now a close friend of
“the chairman, Lord Sieff, he
knows the value of good
human relations in any
business, ;-

*He has been astute enough
—-some would say cunning—to
pass the responsibility for suz-
gesting where cuts could be
made to the clvil servants
themselves.

- +He has selected a young
Shigh fller” from each White-
hall department, told him

ex-

B =W s -

s
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the area to be ' investigated
and given him 60 days to come
up with recommenctations.

If these are acceptable to
Rayner the Minister in charge
then makes the decisions. Mrs.
Thatcher's, personal interest re-
mains yvital-'at this stage be-
cause many Ministers are
easily “captured” by civil ser-
vice schiefs.

“With; human relations in

. mind Rayner, who is jovial by
nature, has no wish to be
ruthless. *“One ‘man’s Govern-
ment, waste is, another man's
living,” he'says. So cits are
‘being made as painlessly as
possible.

.“

..'_-.GOné man’s .,

* Government
‘waste
is another
AR
man’s -living

A mees)

By the same token he - has
ensured the careers of those
middle - level civil servants
working for him will not be
prejudiced ¥y senior men who
opnose cuts. One has 'already
appeared in the honours list.

Progress may seem slow but
much has already been accom-
plished and many more cuts
will be announced later this
year, One of them may be the
abolition of the Civil Service
Department set up in 1968,
Many of its 5000 staff are
under-employed. i .

*More than 27,000 posts have
‘aJready been eliminated and
Rayner is in no doubt the target
of a reduction of 100,000 civil
servants by 1984 will be
achieved.

By that time he will have
handed on the Fork to a suc-
cessor for he sets such store by
his M and S career that he
took on the task only if he
could do both jobs. No man can
stand such pressure for long
and lack of exercise is already
showing in an over - ample
figure.

Hopefully he will continue in
some overseer capacity for, as
his past experience at the
Defence Ministry showed when
he was called in to streamline
the .huge purchasing depart-

« ment, civil servants are brilliant
at snakes and ladders in
reverse — turning everything
back to Bquare One.




THE SUNDAY TIMES

P.O. Box 7 200 Gray's Inn Road London WCIX 8EZ Telephone 01-837 1234 Telex 22269

13 August 1980

/

Dear Q}iQe,

I enclose a selection of quotations from my meeting
yesterday with Sir Derek Raynmer, I shall not need them all,
but these are the ones from which I should like to make a
selection for my article, I have attempted to tidy up the
grammar and syntax in a few places; otherwise I hope you
feel the quotes reflect accurately what Sir Derek said. But

please tell me if I have done violence to his thoughts.

There is a possibility that-the Sunday Times will
want to publish my article this week, so if there is a chance
of your checking the quotations by tomorrow (Thursday) afternoon,

I should be very grateful,

My request to see Mr Johnston still stands. If it
is not possible to see him before this article is published, I
know I shall still find it wvaluable for the future —-- not least
AT LS

e ———————————

But there is a good chance that if I can see him late this week
or early next week, it will be in time for the current article:

I would put the chances of a story appearing this week at 50-50.

Meanwhile, very many thanks for all your help.
Yours sincerely,

i

Peter Kellner.

Mr Clive Priestlgy,
Cabinet Office. TIMES NEWSPAPERS LIMITED
Reg. Office P.O. Box 7 New Printing House Square Gray's Inn Road London WCIX 8EZ
Reg.No. 894646 England
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CABINET OFFICE
70 Whitchall, London swia 2as  Telephone o1- 233 8224

Peter Kellner Esq
The Sunday Times

PO Box 7

200 Gray's Inn Road
LONDO

WC1X B8EZ
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This is a hasty response to your letter
sav before going on leave this evening.

layner is §ratefu1 to you for giving us
on the quotations. He has been through
comparing them with my own notes. I am
1o meet your deadline, so have not been
retyped, but the enclosed will at least
the changes I have suggested.

4 is
you should NOT use

The Eiece on sub-Post Offices on

and Rayner asks that

[51p)

13 August 1980

of today, which Derek Rayner

an opﬁortunity to comment
them himself and so have I,
rushing to catch the post
able to have the quotations
quickly identify for you

potentially very troublesome
1t. The issues are subtle

and complex and he thinks some harm could be done by this compressed
and - to_some readers whose intcresis. are genuine and respectable -

needlessly provocative presentation.

Dealin
not hag

with this has taken a lot of time this afternoon and I have
an opportunity to pursue the Johnston point.
have had my undivided attention for several hours now,

However, you
so the

cause of "openness" has (I suggest) been reasonably well served.
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QUOTES FROM SIR DEREK RAYNER

Permanent Secretaries' Wednesday meetings: "When I go, I go for a

bus el
reason -- uswally to expkain what I am attempting to do and the kind of

support I need from them) or because I feel I need to say somethin

_j mad aun a4 eS¢ woladh N KSs. on 9 C’\"‘V""z"
20454

applying to more than onep o=
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to explain the principles behind what I'm
trying to doo* ¥ whew U
/

7’[&? Lotrnyé me- Y Vo= =
"In government, s+affimg—amd—the handling of paperwork is very costly,

[PK: Tis < i
I et :
‘b,vu,b,yhk and tedious to those who do it. It leads to inefficiency amd to a high
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/ "In the first round of projects there was not toc much argument about

turnover of staff."

their content. But in the second round I had to ask some ministries to
A beeesie I buk i wee ng &'3 (N YLt ;,z?ui‘.'lwr. .
change their mind about the projects they put upuéaﬁd Sometimes I saw
as will o d\l\‘«-« als
the Secretary of Statgkto get thisceo. I would sometimes say, 'I don't

feel I know anything about this subject and cannot contribute anything.
It may be a very good idea, but it can't be called a Raymer proje t.'

One of the important things in these discussions is that I have the strong
L ok eh & kev  Seuzr  eddle

backing of the Prime Ministez? and they all know it."

"The failures are no more than you would expect when you pull someone out
oA
of a hierachy and giwe them yors3bitity- on their own. About five per

cent have been what I mean by failures -- but that doeon't necessarily
Y ﬂchk)t'.’trwf s

mean they have been failures in their owg[eygsn
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At the start of a round of exercises: "We have a meeting collectively;
bnek o g A L 6 ednise e
wiLun erline that we are here to helpythem; and they #mst come herc if

they need help. We tell thewm shey :,hould flnd a friends inside the ministry
ILU ) gew o, we )
for example, a deputy secretary. \""1’6 will give them fatherly advicel®rc .

"I can't go unennounced into local offices in the way I can and do with
bk ety nzﬁd' af
Marits and Spencer shopsokl'm not their boss[and un(,v*c \oulu be leoble:rv
e o SV e st § T A s

)
with the staff as uoolatlons:] Wiew 1 ‘7* s

o 1 . he
A [,J'Mjg. T wnt b SO b ASky aad redle .\l".’-d& abow cael (i AM/

What struck Sir “erek about Hoxton: "The cowplcxny of the rules under

[r)k-k n.ov arc UWNW e by Jy(.lv,,v )«\{;)n(; . Al

which the staff work. |*hey are impossible to interpret by an ordinary

L“‘\j L) AV‘ML\”tLUJ'(ll/V un,d,('- SLLO’VLLJ /M, )“‘14,(,4 7/’% taek :) g)\)o.“‘zu_.& 51{'{/ ~ol.

human bc1ng. Leca.use alan LEI ) complicated/ an enormous amount of checking
~

'ﬁo}., §1e { hbm\g,’ Z I fone OHfds, heV el .
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is neededl This is inefficient and bad for morale, and you get high
turnover -- which means you have more inexperienced staff whose work
needs checking anyway, and so on. It's a very difficult-mexagenial

53 'M’(
environment Phere—was—nc—a—%temp‘b—A,t’ simplification, which eewid—hawe covered Yy

- would medi @ \)7 Wk’ AJ. m ad Su/.c.C%MC n Wetpuhg K J]"“'L““
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per c nt of casez The staff was very dedicated,ADut working in poor j 5
conditions. There were two old printing machines for printing out giro

/’I'Lc-{/
chegues -- both broke down while I was there. What m[, Ztraordinary was

G \»,"u l.«ru.y
that most claims were having to be met with two cheques, because 3}5—9@5«
W b )
i 3 e ore thren £50, and most payments are

for more than this. So you would see one chegue for £30, and another for

two or three pounds."
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"In some government offices thewules—tre—so—eemplieated—that hacsc!

filing \
get twq/systems working in parallel -- the official system, which

tries to keep to the rules, and an unofficial personal system that
people actually use."
; % / A4 ’v A

le el L, Loppuntiiy = et fhey b

”Government[offices come in all shapes and sizes/ It's the unevenness 2
: mAﬂ*mwuihwgmuw~m af & Ynansdes | m,&“u%daﬂ
of the facilities 4hat dis sheeking. Conditions are often made worse }\
A 4, oM Fine adei b {J’ nlis ah Hﬁ\«).z.'t/’w N
by the accretion of little thingié like the eld—printinz—presses—ot

Hexben., Conditions can only be changed by the intervention ot someone
senior enough to see that something is wrong and $zem—be—able to do
This Aacs L‘ﬂ-"‘» ht wsl (gt
something about ital In Marks and Spencer stores, when I go around
unannounced, I carry weight. There is not a week in my life when I
don't go into an l%S store and ask questions. I'm in a position to
take action. It doesn't happen like that in government offices.
Wherever I've been, the staff have been full of ideas on how to
improve conditions -- for thgmselves and for the public. But by the

time their ideas have worked their way up the system the momentum, and often

the idea, has been lost."

How can things been improved in local offices? '"Motivation is

inportant. FPromotion should come by being good at the job. 4nd an example
must be set from the top. If you want people to come to their office early,
you must get in early yourself. It's no good relying on regulations

A%

saying staff should be in tn time, I woulqélike to see more local
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/ o initiative encouraged;/it is already bepinnins—to huppem (Job (,entres) [here
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T/ sy zcw‘**/ Rules should be 51mp11fledL and There should be much more initiative in

h hed Vo “‘J‘), :

e handling staff -- such as flexibility in hours of work and the Jjobs staff

et S s do. In one office I found that work was organised into three parts.
b i
af pereorv

/‘V

One was heavily overloaded, while the other two were underloaded; but

the manager didn't have the freedom to reorganise."

gocu'—/L géc:-u-"l'j
"The way we pay oufsagpleme&%&ry benefits is an antique piece of

administration. Only we and the Irish do it our way, What our project .
Modimse bd” ale Say Pecplee (oald hasc |
trieé@ to do was to,please the customer. [lt not #=g= that
T (R e A winte W Lonaon choud” s 2h ¥R puh ;L.c.{ Dl
woutd—sufiens 1t S an 1llus1on that all villages ¢ the same. I know

places where there is one shop, a little sUpermarket, and I am sure that
the shopkeeper would be happy pay out benefits. In any case, most
people live in towns id draw their benefits from main post offices. / \]

Pl Daile -0
ery little if you simply ree=gemssmed all sub-post offices

heir lost business. "]

"What we've been dealing with so far have been the effects of the way
h cu'L. eAlc
the government works. We must now get down to the causes, if we are net
Lasl’@ 24
o—the dust so—+that—inten—years time—everyone has

feorgotten—us, We are now looking at some of the things in management that

can only come about if ministers take an interest in management. We're
/7 /9 e

not talking about Great Britain Limited, but ?ft helping geed ministers to

be good managers -- axd $ome, like 1\'1ich%41 Bseltine with his management

background, will be very good indeed.fhf L dwm 'V mmebic N rgbad cJ
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u{t the moment it is impossible to look at a single set of management

and e (b!' ”  accounts to see how a department spends its money/{ If the electricity

'4'! | s
{ fuOw o R R
{f J, bill goes up 200 per ccent, somebody should clearly do something about
1 n')c(fv) 3/“ A - au”
. it., But once I was told in a case like this, 'oh, it's none of my

"

business, that sort of thing is looked after by the PSA,'

T’h” \4-(4\7 LAMQMIL A»{)f“‘"\, //L‘\“,Q,'\_ Hﬂ .

On C..)D/Treuuury .;pll "I have never heard of any organisation dividing
Jd loey
-4+ control of resources through two separate commands. Waat—exne—the
4-

W&—W-y Gy oy
nmwf&_e%ef—epe&—te—ﬂwmm—pﬁmge? Two things

are needed for any central department to succeed: the backing of the
bl e MG dwmnd, gj }

Prime linister, emt a heavyweight minister in che rget It would meke

fo e a N
more uel.vckto run the Civil Service under the direction of &—s¥ronhg

’Lk'-': g

Gnancellor, e O “"’-‘““"‘{:7 « 4 Shi l“” ad’
— )
If CSD and Treasury were reorganiseds "I would always hold myself ready

to helpyp" ' =

"You can't lead people successfully when they lack enthusiasm., There are
plenty of good people, talented people in the Civil Service, but too

often they are frustrated."
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MINISTER OF STATE, CSD cc Mr J G Colman
CHARGING FOR CERTAIN CIVIL SERVICE COLLEGE COURSES

Thank you for your minute of 7 August.

2. I am of course sorry that you are not ¥et able to take a
decision in favour of repayment, although uite accept that it
would not be a decision that You would want %o try and impose
unilaterally and that you would want instead to consult Ministerial
colleagues 1n other departments first.

3. Perhaps I may make two points about consultation. Dt
4, First, I imagine that your approach to your colleagues will be
at least neutral in tone if not positively in fayetGr of repayment.
(You will recall the interest expressed b% t§§/?¥ime Minister in
this matter, Mr Pattison's minute of 1 Febru r¥ to Mr Green in
your office.) I should be glad to contribute to the drafting of
your letter, if you thought that might be helpful.

5. Secondly, there is a question of timing. The last thing I would
want to do would be to hold up consultation with your colleagues,

of .course, . But if Xou were to apgroach them early in the autumn,

@8 I assume you would want to, I think it might be prudent to say
somethin% about the impending and much larger question of PSA
repayment.

6. You might think it a §ood idea for our two offices to have a
word on the tactics of all this. On present intentions, the PSA
repayment study groug should produce a draft report towards the end
of September. ~I shall want to have a word with the Secretary of
State for the Environment about it and also, if Sir Ian Bancrofi
aﬁrees, with the Permanent Secretaries. There might be merit in
floating both issues with the Permanent Secretaries at the same time
but this is a matter on which others may be able to take a clearer
view than I/can.

7 /
’/./ G

DEREK RAYNER
hugust 1980

Mss ffimes
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MANAGEMENT IN CONFIDENCE

SIR DEREK RAYNER
CHARGING FOR CERTAIN CIVIL SERVICE COLLEGE COURSES

In my minute of 27 February I said I wanted to consider carefully
the views which had béen put to me on the question whether to move
to departmental repayment for certain Civil Service College courses,
and return to the basic question when we had the results of

certain further work which was desirable with or without repayment.

29 I have now been able to consider the whole matter carefully.

I have a strong belief in repayment in principle. I am, however,
impressed by the argument that the investment in management
efficiency represented by the relatively small proportion of training
now done by the College is in a different case from the central
co-ordination and provision of consumable supplies and services.

I have strongly promoted repayment in other cases, including cases
within my own Ministerial responsibility, for example the COI.

The College has a different Jjob to do in developing the skills and
attitudes needed for efficient management. I cannot ignore the
possibility that, in the circumstances of the next few years,
departmental repayment could undermine that work and might well leave
us with no College at all, for reasons which do not reflect the
relative costs and benefits involved. It may be that the very merits
of repayment in other contexts could have a perverse effect in the
peculiar circumstances of this particular case. Certainly, there

are others who apply the repayment principle to their operations

but nevertheless regard their investment in training for efficient
management as too important to ‘be placed away from the centre.

Uptil now we have taken April 1981 as the earliest date for a
change, subject to examination of the necessary machinery. The
consultants' report makes it clear that the necessary machinery
could not be got into place for repayment, if decided on, to operate
before April 1982. We must press on with establishing that machinery.
It is the critical path to repayment, and it is also necessary
without repayment. On that timing, however, we need not reach a
final decision on the extent and nature of departmental repayment
in the sumer rush. Small as this issue may seem, I believe our
decision on it is of considerable importance for government work as
a whole. I therefore propose to consult departmental Ministers
about their interest in it.

Gd{%w)
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MANAGEMENT IN CONFIDENCE
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MR GAFFIN cc for information:

Mr Pattison «—
Mr Wright

Mr Green

Mr Colman

Mr Jarmany

INTERVIEW WITH MR HENNESSY

1. Sir Derek Rayner gave Mr Hennessy an interview on 8 August
with a view to an article in the Times on 19 August. This is a
summary of the "on the record" points made.

Value for Money

2. Mr H said that he would like to begin the interview by behaving
as if he were a Rayner scrutineer wanting to establish whether the
Rayner exercise gave value for money. Sir DR said that this depended
on whether he and his office were attacking the right priorities,
which he listed as follows:

- the scrutiny programme as it now is, including preparing
for the next round

taking the lessons learned from round one and applying

them across the board: (a) he was in the lead on

statistics, on which 22 officials were working under

the leadershig of two in CSD/CSO; (b) CSD follow up of items
in their cour

s%ending enough time to think through and develop the
S rategles necessary for the future to ensure that the

desired effects were achieved, eg development of managers
and award systems.

3. Sir DR also said that it was important for him to develop
personal contacts with Eeople in departments who had expressed a
willingness to receive help.

4, He thought that "value added" could be. found in every
scrutiny butl emphasised that he himself had not discovered any of
the things to which he attached importance. All the projects came
out of departments, who presumably knew what they were doing in
selecting the subjects for study.

o. If there was a defect in his operation, it would be makinﬁ the
mistake of getting diverted into side issues. For example, the
correspondence he receives is helpful, but he could not possibly
run with all of it.




Cost of Whitehall

6. At Mr H's request Sir DR commented on the cost of his own
office and on the annual scrutiny of departmental running costs.

Committee on the Treasury and the Civil Service

7. Mr H commented that Sir DR regarded the Committee as an ally
gnd asked gim what he would advise them to do next session.
ir DR said:

Follow up the grojects and scrutinies, especially lessons
to be derived Irom them

Praise officials who did a first class job of work

Go into the questions which bear on the development of
effective civil service management, including, for example,
th8 development and training of those who should be PFOs/
PEOs

Seek out examples of good management, eg 0D equipment
projects.

Departure of Sir DR
8. Asked how long he would stay, Sir DR said that he could not

go on indefinitely, although it was not his intention to disappear
instantly. He wanted to %1ve help and advice, but the time must

come when he should draw back from the extent of his present

commi tment. This was about 40% of his time and exerted much pressure
on his spare time. He speculated briefly on the need to "work out

a successor-type organisation'.

Me thodology

9. Sir DR said that this had not changed. It was important for
him to take the advice of the Service as at the very eginnin%.

The only change he thought worth noting was that, in the scruiiny
programme, he had spent rather more time than in the Rayner project
on "the/difficult projects", notably the DE/DHSS one.

£sD

10. Mr H drew attention to the reference to a "generally'" good
Yor%ing {ﬁlationship with CSD in Sir DR's letter to Mr duCann of
ast month.

11. Sir DR said that the adverb was correctly stated. CSD was

very helpful in taking some of the weight off him and had been

uns inting in doing so. He quoted the work being done by Mr Wilson
on the GSS review as an example of this. He also mentioned that

he was being lent an officer to see him through the summer season.




It was inevitable, and quite right, that CSD and he would not sce
eye-to-eye on everything. There were bound to be differences of

pace, priority or perspective on some issues.

CSD/Treasury lMerger

o9 Sir DR said that CSD was doing very useful work for the
Government but that his own view was that central management must
consist of a unified command of money and people. In a business
setting, he could not see that one could organise the control of
separate resources separately, especially as manpower consumed
"enormous resources'.

13. Mr H revealed that he had made a very informed guess at what
was going on, volunteering the opinion that the PIl had sought advice
%iom a imall group of Permanent Secretaries on the organisation of

e centre.

Permanent Secretaries

14. Sir DR said that he had access to the PSs, by his own and at
their request. He did not attend all the Wednesday morning meetings.

Lessons for M & S

15. Sir DR said that there were no "on the record" lessons_he

would mention. Off the record, his earlier time in Whitehall had
made him very sensitive to how bureaucracy works. He now finds that
he could identify bureaucratic practice in M & S earlier than he

had been able to without that experience.

%

-
C PRIESTLEY
11 August 1980







PRIME MINISTER

In the light of the concluding remarks in
paragraph 10 I thought you might like sight
of the attached letter to Lord Cockfield.
The Deduction Card scrutiny is in any case
one in which you asked me to take a

particular interest on your behalf.

I am copying this and the enclosure to the

Chancellor of the Exchequer.

ok July 1980

/1
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CABINET OQFFICE
70 Whitchall, London swia 2as  Telephonco1- 933 8224

The Lord Cockfield
Minister of State
HM Treasury
Parliament Street
London SW1
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e SCRUTINY PROGRAMME: PAYE DEDUCTION CARD PROCEDURES

/

" 1, I read with interest Mr Hodgson's 2 reports on this subject. He is to
be congratulated on the thoroughness and excellence of his work.

2., The analysis of present procedures suggests a system which is outmoded,
duplicative and wasteful of staff resources and confirms some of the impressions that
I formed on my vigit to the Bermandsey Tax Office.

Commentary

3. In reading the reports I was particularly struck by the following -

a, The original purpose of issuing Deduction Cards to employers has
been demonstrably overtaken by events. For the large majority of
cases they would seem no longer to serve the three-fold purpose of
tax code notification, in-year recording and end-year reporting.
Instead, with the advance of pay-roll technology, the notification
purpose now dominates the rest as employers increasingly use their
own documents which are more compatible with their own systems.

b. The purpose of notifying unchanged tax codes to employers -

which accounted for 18 million of the 27 million Deduction Cards
issued in 1980, and expected to increase in the future - seems

to derive mainly from an Inland Revenue concern to guide the employer
through every step of his PAYE duties. Yet the Inland Revenue has
been prepared to shed this protective attitude in other areas,
notably since 1973 in trusting the employer to amend codes following
an increase in Personal Allowances announced in the budget.

¢, BEBach year Tax Offices work their way through some 25 million
tax payers' records to identify changed codes to be notified to
employees and then, a month or two later, repeat the process in
order to notify the employers.

4, Although I am not in a position to comment on the technicalities and

the intimate detail, Mr Hodgson's recommendations to rejig the forms such

that they are more in line with employer needs and uses, to abandon altogether
the notification of unchanged codes and to combine the processes of employer
and employee notification fit together as a sensible package. I do not
believe that it can be efficient or right to continue to operate the system
in its present form which i# expensive in its use of staff (900 units) but
whose original purpose has long passed.

a1




5. The advantages to the Inland Revenue of going along the road that Mr Hodgson
recommends are clear: savings of at least 750 staff (around £4.0 million a year
which represents 80 per cent of present staff effort, plus reductions in the
possibility of Tax Office error. Moreover the operation of a system which avoids
the present readily apparent duplication of effort should be more satisfying to
the staff who have to do the work.

6. The extra effort which the employer will be required to put in seems, on

Mr Hodgson's calculations, trivial eg an extra 10 to 15 minutes a year on average
and perhaps a couple of days in extreme cases through abolishing the notification
of unchanged codes. In any case the fact that in the majority of employee cases
employers already of their own volition incur this extra work through the use of
substitute documents is some indication that it is not a great burden when set
against the other benefits.

7. The estimated extra 200 staff that the DHSS might need as a result of the
possibility of increased National Insurance record errors is clearly a problem
for them at the present time. But I do not think that this should be an argument
for delay. Rather it is for DHSS management to consider ways of neutralising
that effect through changes in their own procedures. Mr Hodgson proposes one

way in which the effect could be partially off-set (namely by allowing employers
to quote the date of birth on Deduction Cards). I hope this will be -accepted..
This year's scrutiny in the National Insurance area should also help.

8. I note that the recommendations have implications for the work which the
Inland Revenue does for the Department of Employment as an input to the

New Earnings Survey and that it would mean employing 50 staff to do a special
run through employee records. I agree with Mr Hodgson that the two Departments
should review urgently ways of reducing the costs of running the survey. There
is of course a review of statistics already going on in the Department of
Employment and Inland Revenue officials should talk soon to the Department of
Employment project official, Mr Brimmer.

9. I hope that you will be able to agree to the proposals with a view to
implementation, as recommended, by April 1981. I recognise of course that as
this is a scrutiny concerned primarily with internal organisation and procedures
it will be necessary to provide Staff Side with an opportunity to express their
views before an action document is prepared. I hope however that this will not
adversely effect the timetable and that the Inland Revenue will not halt the
necessary preparatory work whilst such consultations take place.

Concluding Remarks

10. I have now read 4 reports which make recommendations for a substantial
streamlining of Inland Revenue procedures. I have been impressed by the talent
and enthusiasm of the project officials and amheartened by the results. They
demonstrate to me that with the right determination the Civil Service.is very
capable of reforming itself. In this respect I am grateful also to yourself

and to Inland Revenue management who have so willingly commited resources to

the task. I hope that this determination and enthusiasm will continue especially
in the run-up to computerisation after which there is a risk that procedures

will become "untouchable", '




24 July 1980




From the Private Secretary

MR. PRIESTLEY
CABINET OFFICE

Thank you for your minute of 11 July,
about the lorestry Commission scrutiny. The
Prime Minister was most interested to see this,

and encouraged to learn of the findings.

As Sir Derek Rayner hirts in his letter,
this could well prove to be a scrutiny where
well-organised interests regard theuselves
as threatened by the proposals. The Prime
Minister would, I think, be interested to hear
what progress is made in implementing the

recommendations.

M. A. PATTISON

16 July 1980
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PRIME MINISTER

Here is a letter from Derek Rayner
to the Scottish Office commenting on a

current scrutiny covering forestry programmes.

You will see that this has uncovered

such idiocies as a grant scheme costing

p—

£91 in administration for every £100 paid:
TN

and has produced proposals likely to save

£426,000 per annum on administration
(35 per cent of the total) and £88,000 on

T AT ST T

legal expenses. Other savings cannot readily
CEErEn TSRS ST

be quantified, but are likely to be signifi-

cant.

Given the power of the forestry lobby,

this may prove to be another scrutiny where

implementation of the recommendations is

V4

not easy.

14 July 1980




.Mr PATTISON

THE SCRUTINY PROGRAMME: FORESTRY COMMISSION

This scrutin¥ is one in which Sir Derek Rayner
intended to take a general, rather than a part-
icular interest.

2o However, he was invited by the examinin

officer, Mr Gwynn to comment on the re%ort an

8%§_no¥ done™s0 to Lord Mansfield (Scottish
ice). —

3. Sir Derek Rayner thought that while it
was needless to bother the Prime Minister with
either the report itself or indeed a summary

of it, she might like to see the attached copy
of his letter to Lord Mansfield. The letter 1s
complete in itself; Sir Derek offers it to the
Prime Minister not as evidence of how clever he

is but of the value of the scrutiny method and
the extent of the need for it.

CLP

C PRIESTLEY
11 July 1980

Enc: Copy letter to Lord Mansfield
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CABINET OFFICE
70 Whitchall, London swia 2As Telephonceo1- 233 8224

The Lord Mansfield
Minister of State
Scottish Office
Whitehall

LONDON

SW1

10 July 1980
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ADMINISTRATION OF WOODLAND GRANTS AND FELLING CONTROL:
THE GWYNN REPORT

il It is only now that I have been able to read Mr Gwynn's interesting
and very readable report on this subject. I am sorry about this as 1 am
conscious that if changes in the system are to coincide with the start of
the next 'forest year', which the report regards as necessary, time is

important.

Qualification

2. As with most scrutinies in which I have only a general interest, I
have not had an involvement with the work throughout. Coupled with my
lack of knowledge of the forestry industry this is an important constraint
on my understanding of the facts and issues.

Commentary

Fe The analysis of current arrangements suggests that change is long

over due. The present felling control and grant aid systems are variously
described as out of date, costly and complex with over-intensive supervision
and excessive consultation.

L, The cost of issuing a felling licence looks high at £110 and the costs
of administering the grant 'schemes (£91 for every £100 paid under the

Small Woods Scheme and £39 for every £100 paid in dedication grants) seem
extraordinarily so. Any system in which the administration costs are so high
in proportion to the grant paid must be open to question.




Die I am also particularly struck by the fact that although the original
purposes of the Forestry Commission's involvement in these areas has changed
dramatically, the rules have not been adjusted in response. The controls
governing the felling of trees, for example, were introduced during the

seco rld war "as a measure to control the supply of a raw material vital
to the war effort" (Paragraph 60). Today the controls are exercised

"in the interests of landscape, nature conservation and general amenity" -
all admirable — but the statutory controls, not least of those governing
exemptions, have remained virtually unaltered.

b The recommendations for change contained in the report would have a

big impact on the problems identified. The savings are a measure of this:
£426,000 a year on administration costs (35 per cent of the total),

£88,000 a year on legal expenses and £141,000 a year income from fees for
licencing. In addition there are some areas of reform where the savings are
not quantifiable but thought to be significant eg changes in the enforcement
conditions (Paragraph 152) and increasing the minimum size of tree requiring
‘a licence (Paragraph 146).

7in The proposed new Forestry Grants Scheme would appear to be simpler to
administer, with a much reduced involvement of Forestry Commission staff
through fewer inspections. I am not technically competent to comment on
the detail of the proposed scheme, not least on whether the report goes far
enough in reducing the administration costs as a percentage of grant paid.
I would not like to second-guess Mr Gwynn on this, but take heart from the
fact that he is recommending the abolition of the "dedication scheme" which
as long ago as 1956 was regarded by the experts as entailing an excessive
amount of inspection and calculation (Paragraph 90). !

8. I do wonder however whether there is some scope for further easing the
burden of administration as a percentage of total grant paid either by
raising the lower limit of eligibility (currently 0.25 hectare) or by
easing some of the controls and checks on such penny parcels.

9. I note that prior approval, whereby no planting shall be carried out
before proposals are approved, is retained. The main reason for its
retention is that the consultative procedures, whose objective is to ensure
that "the requirements of land use, agriculture, amenity, recreation and
nature conservation are taken into account", would otherwise be by-passed.
If one accepts the need for consultative procedures then the case for the
retention of prior seems inescapable. I am glad to see however
that*ﬁ;??%53f%';ZZﬁﬁﬁgﬁﬁng'IEE?BG@Er?zviaw of these procedures with a
view to trying to establish more modest consultation requirements. I hope
that such a review could be pressed ahead quicKly mot only Tor the purpose
of achieving the possible savings identified but also to reduce the
appearance of bureaucracy whichis ssvividly described in Paragraph 122

et seq of the report. If a way could be found in that review to exempt certain
planting altogether (especially very small woods) then additional savings
might be had by the elimination of prior approval in such cases.




10.  The recommendations on felling control seem logical, Mr Gwynn
having sensibly taken the analytical route of saying that if the purposes
have changed then the rules and regulations, not least of those covering
exemptions, should be brought into line. The savings that would ensue
(47 per cent of costs) are substantial. I am also particularly attracted
by the idea that a fee should be charged for felling licences, with the
income from such fees covering the administrative costs of licencing.

1Lt With regard to the enforcement of licence conditions, a change in

the procedures is clearly necessary. 1 note that it can sometimes take

10 years to persuade a licensee to comply with the conditions of a licence
(Paragraph 79) and that even then enforcement is never achieved in half the
cases. Against such a background the very existence of the licencing
system must be called into question. The idea of a guarantee bond (like
those ‘used by the National Coal Board), backed up by tougher fines, would
seem a sensible way of giving the licensees the necessary incentive to
comply with the conditions.

Implementation

1172 I recognise that forestry is a sensitive area and that foresters are

a powerful lobby. Implementation is thus not likely to be easy. I hope
therefore that in going out to consultation on the proposals you
will feel able to give the report your strong backing. The case for change
is to my mind indisputable on the evidence ‘presented and the recommendations
seem eminently sensible, at least to the layman like myself.

1159, I understand that Forestry Ministers have recently been reviewing
forestry policy as a whole. The recommendations made by Mr Gwynn bear upon
the administration costs within the existing framework of a system of grants.
However the costs of administration are affected by policy decisions

eg the lower limit of 0.25 hectare on grant applications. Moreover even
under the proposed new grant system administrative costs will still appear
as a significant percentage of grant paid. I would think it sensible
therefore for this report to be considered alongside the broader policy
proposals.

1k, I see from Mr Gwynn's letter to Mr Priestley that you have limited
the circulation of the report. I should therefore let you know that, as with
all scrutiny reports, I sent copies to the CSD, Treasury and CPRS.

15 I am copying this letter to Sir William Fraser, Mr Holmes and Mr Gwynn
whom I congratulate on a good piece of work. -
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With the Compliments

of the
Private Secretary
to the
Lord President of the Council




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400

From the Private Secretary
18 June 1980

Don Brereton

Private Secretary to the Secretary of State
for Social Services

Department of Health and Social Security

Alexander Fleming House

Elephant & Castle

LONDON SE1 6BY

T

DHSS ACTIVITIES IN SUPPORT OF HEALTH C "EXPORTS

s Thank you for your letter of 5 Juhe: I am sorry we did
not meet your deadline.

2 CSD agrees very much with the main thrust of the scrutiny
report that responsibility for activities in support of health
care exports should be shifted from DHSS to the industry.

This adds support to the initiative which the Minister of
State in the Civil Service Department, is taking in following
up the points which the Secretary of State for Trade raised
with the Prime Minister and which Cabinet discussed on 1 May
about the scope for reducing the numbers of staff engaged on
industrial sponsorship activities. Your Secretary of State
will have seen a copy of the Minister of State's letter of

9 June about this to the Industry Secretary.

3. ' In this context, we noticed particularly the scrutiny
team's comment in paragraph 2.3 of the report -

"We have not found another example of exports, or
industrial sponsoring, activity to equal that of
DHSS. No other Government Department, apart from
Defence Sales where special arguments apply,
centralises its effort into an exports branch or
provides the same degree of support for home industry;
and no other country conducts similar activities."

4, We see the arguments for trying to reinforce industry's
own organisations to assist exports, but very much agree that
any assistance should be limited in amount and should not go
beyond 3 years as the report proposes. I see that the
Secretary of State for Trade has doubts about the scale of
assistance proposed. We also fully support your Secretary
of State's intention to encourage the industry to take the
activity on for itself but to curtail DHSS's activity even if
the industry does not.




5. Your proposals for handling the report seem fine.
Consulting the Departmental Staff Side at the same time
as outside interests would be consistent in this case
with the general understanding reached with the Unions

on consultation with staff sides. Publication of the
results of the scrutiny would also be consistent with the
arrangements set out in the letter of 10 March from the
Minister of State, CSD to the Chancellor of the Duchy of
Lancaster.

68 CSD need not be represented on the proposed new
strategy making and liaison team.

7 I am copying this letter to the recipients of yours.

Al aebe

dm;, Bt |

J BUCKLEY
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Treasury Chambers, Parliament Street, SWI1P 3AG
01-233 3000
17th June 1980

Don Brereton Esq.
Private Secretary to the
Secretary of State for Social Services

ﬁuu ‘tM U

DHSS RAYNER SCRUTINY OF HEALTH CARE EXPORT ACTIVITIES

Thank you for your letter of 5 June to John Wiggins enclosing
a copy of the report of the Rayner scrutiny of DHSS activities
in support of health care exports.

The Chancellor fully endorses the main thrust of the report,
that responsibility for export promotion should be handed

over to the industry, and welcomes the manpower and expenditure
savings which are expected to acerue when the recommendations
are implemented.

He is, however, anxious that the right balance should be
struck so far as continuing public involvement goes.
Obviously there will be a role for DHSS to play during the
transitional period, but the extent of this role for the
future, both as to finance and manpower, ought to be kept
strictly under review in the light of changing circumstances
and thebenefits which arise. It will be important to avoid
drifting back into a situation such as we heve at present.

Subject to this general point, the Chancellor is content
for your Secretary of State to proceed with consultation
on the report, and implementation of the action plan.

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

Youst

lA\d,\a\,..L/('a‘l&, ¢ e:\. %

R.I. TOLKIEN
Private Secretary
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA. STREET
LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 ‘_;j,‘-';(f)',l,

SWITCHBOARD 01-212 7676
PS / Sacratary of State for Industry

(?Junc 1.98C¢
D Brereton Isq
Department of Health & Social
Securits
Alexander Fleming Houge
Elephant & Castle
London SEL 6BY

My Secretary of State is grateful for the opportunity to comment
on Sir Derek Rayner's survey of the administrative arrangements
to support health care exports.

The general approach of putting industry unequivocally in the vanguard
for identifying and pursuing export eopportunities is one that my
Secretary of State fully shares, and we would be very ready to Jjoin
in the strategy and liaison that is mentioned.

There are, however, special problems in major projects, not least
because the order of risks and timescale is longer, as compared

with the sale of individual products. This Department and DOT

will shortly be merging our interests in the field of major projects,
principally with an eye to being better able to integrate all the
possible avenues of backup available. This new Division will
clearly need to liasise with the new organisation for health care
exports, and we shall arrange for this to be pursued within the
action timetable that your Secretary of State has in view.

I am copying this to the recipients of your letter.

yC’ v Car ;'."f-.»-j

PETER STREDDER
Private Secretary




17 June 1980
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Thank you for your letter of S5-June enclosing a draft scrutiny
report on DHSS activities in support of health care exports.

The Chancellor of the Duchy of Lancaster has no comments on the
main arguments of the report and, subject to the views of other
colleagues, would be content for your Secretary of State to
proceed on the lines indicated in your letter. Mr Jenkin will
no doubt consider the most appropriate way of letting interested
MPs know what is happening and making copies of the document
available to the House at the same time as they are made
available to the press.

The Chancellor of the Duchy also assumes that your Secretary of
State and the Lord President are satisfied that publication of
the report in this form is consistent with the general policy
regarding the publication of these Rayner scrutinies suggested

in the letter he received from the Minister of State, Civil
Service Department, on 10 March about the disclosure of documents
to Select Committees arising out of the request by the DES
Committee to obtain copies of a staff inspection report.

I am copying this letter to the recipients of yours.

L7€Vv~3 eyt
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R A BIRCH
Private Secretary

Don Brereton Esqg
Private Secretary to the Secretary
of State
Department of Health & Social Security
Alexander Fleming House
Elephant & Castle
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CONFIDENTTAT, Fromthe Secretary of State

D Brereton Esq /
Private Secretary to the
Secretary of State for Social Services
Department of Health and Social Security
Alexander Fleming House
Elephant and Castle :
Tondon, SE1 6BY )7 June 1980

G
RAYNER SCRUTINY

Thank you for your lebter enclosing a copy of the draft report of
the Rayner scrutiny of DHSS activities in support of health-care
exports. We very much welcomed the opportunity to comment.

Our main comments on the policies in the draft report are set out
below and some more detailed comments are set out in the Annex to
this letter. These comments come with the endorsement of my
Secretary of State and take account of the views of the Chairman
of the BOTB which IMr Nott decided to seek at this stage on a
confidential basis.

On the basis of the analysis in the report the proposal to pass to
industry responsibility for much of the present export promotion
activity of your Department makes a lot of sense. We think it
right to concentrate the Government's role in exporting upon those
things which Goverament is uniquely capable of providing and then
encouraging industry to organise its own efforts more effectively.
The primary functions which your Department carries out do give it
some unique ability to support the health care industry's export
efforts %eg purchasing policies, training, provision of staff etc)
and we are glad to see that the draft report gives a full encouragement
to the provision of that support.

We can understand the desire to ease the transition as far as possible
both from the point of view of the industry and from the point of view
of the Department. Nevertheless we would suggest that the right
yardstick for gauging the scale of any financial support is not so
much the saving as compared with existing expenditure as what would

be judged appropriate in other comparable cases. We and the BOTB

have some experience in this because we do have to consider from

CONFIDENTIAL
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From the Secretaryof State

CONFIDENTIAT

time to time launch aid or other types of financial assistance for
export councils - including, of course, the BHEC itself. We doubt
whether we and the BOTB would have supported an application from

BHEC for assistance of the scale which is contemplated in the draft
report. It is high in relation to what we judge appropriate for other
industry bodies; after all,the full-range of official BOTB administered
services is available to health-care companies. It is high in relation
to the expected income from industry into the BHEC and has no tapering
provision. You might care to consider the risk that an unduly large
scale of activity would be built up making it difficult for you to
disengage from continuing financial support following the conclusion

of the transitional period. Assistance through the secondment of

staff from DHSS is obviously a good idea and we would suggest that in
the public's version of the draft report only that possibility is
referred to in specific terms leaving yourself the freedom for
manoeuvre to aim for either no separate financial support or some

sum considerably smaller than that which stands in the existing

draft.

We suggest that it would be unwise to risk sparking off a chain of
specialised claims from export councils etc for financial support

and to risk weakening the Government's control by proliferating the
number of Government Departments administering export promotion money.
This Department has, through the BOTB's budget hitherto handled all
aid to export councils and should continue to do so.

The Rayner Report on our services to exports endorsed the services
provided to industry as a whole by the Overseas Projects Group.
Following on from that we have agreed with the Department of Industry
a rationalisation measure to prevent duplication of effort between
the two Departments over the provision of support for overseas
projects and in matters such as trade and aid. The Projects and
Export Policy Division in the Department of Trade acts as a focal
and co-ordinating point in Whitehall for Government support of
British bids for major overseas projects. Obviously this Division
will want to work closely on project matters with the BHEC and DHSS
in the same way as it does with other industry export groups and
other sponsor Departments. But it would run counter to the current
direction of policy for the BHEC to separate itself altogether from
this central project facility as seems to be suggested in the draft
report. We would see embarrassment if now a report were published
under the Rayner heading which suggested an independent role for
BHEC on overseas projects work.

I am copying this letter to the Recipients of yours.

S HAMPSON
Privatce Secretary
COIIFIDENTTAT,







DEPARTMENT OF TRADE
1 Victoria Street
London SWIH OET

Telephone Direct Line 01-215
Switchboard 01-215 7877
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With the Compliments of
the Private Secretary

to the Secretary of State
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ANNEX
¢

We have a number of detailed comments which can be set out most
conveniently under the paragraph numbers of the draft report.
We should like these comments also to be considered in relation
to the preparation of the draft report for publication.

Paragraph 1.8.2

Paragraph 3%.28.1

We welcome the suggestion that a Department of Trade official

should be co-opted to the health care export team. It is crucial
that the health care exports strategy should be developed on a

basis which takes full advantage of what the BOTB and the Department
can offer thus avoidin%.the risk of costly duplication.

Paragraph 3.7.2

We do not fully grasp what is envisaged in relation to the Export
Intelligence Service. In order that our ability to give a good
service and levy a reasonable charge for that service is not

impaired we have stuck to the policy that representative bodies
should not be allowed to act as dissemination points for passing

on to individual exporters "hard" information on export opportunities
and prospects. Perhaps this part of the report should be amended

to avoid any suggestion that efficiency and charging policies

should be so threatened.

Paragraph 3%.1%

Many may choose to read this paragraph as a reference to possible
resort to bribery by exporters to obtain overseas business. That
may not be the intention but we would suggest that the risk were

not worth running and therefore that the paragraph could well be
dropped. There is also the point that with regard to major overseas
projects it is already the policy to provide Government support
under the overseas projects fund for one British bid only and this
policy is used to make every reasonable effort to ensure that

there is not wasteful competition between British contenders for
such projects. If the BHEC can help in that, we would welcome it.

Paragraph 3.2

While we would expect the FCO to have some comment on this
paragraph we would question whether its inclusion is justified
on the basis of anecdotal evidence. Instances could be quoted
of major contracts which have been obtained through the strong
support given to the British bidders by British Ambassadors.




Paragraph 3.21.2

. We are not clear about the significance of the word "legal"
before "credit terms" and the last part of this paragraph
following the semi-colon conveys a misleading impression that
hitherto ECGD have not explained their services to UK exporters.
We should like to see this last pdrt of the paragraph re-worded
"and they are always ready to provide speakers at meetings of
UK exporters to explain their full range of services and deal
with particular problems".

Paragraph 3.21.3%

This requires updating and the last two sentences might read:

"The Government have reviewed their aid policy to give
greater weight in the allocation of aid to political,
industrial and commercial considerations. It is for DHSS
to make its case in this respect on behalf of the health-
care industry to the Department of Trade".

Paragraph 3%.30

As indicated earlier in this letter we shall wish to discuss and
establish appropriate working relationships between the DOT/BOTB
and the DHSS Health-Care Team to ensure that there is no wasteful
overlap or duplication of effort.

Paragraph 3.3%2.°

For the reasons set out at the beginning of this letter we would
not wish to see a reference to financial assistance for BHEC in
the published draft report, still less an indication being given
of the level of this assistance.




With the campliments of

>
mAc(E'nELAn NS AND
EXPORTS DEFARTMENT

FOREIGN AND COMMONWEALTH OFFICE
LONDON SW1A 2AH
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Foreign and Conunonweahh Office

London SWIA 2AH

16 June 1980

Thank you for the letter which I received on 5 June
enclosing the draft report of the Rayner Scrutiny, on
DHSS activities in support of health-care exports.

My Secretary of State supports the general conclu-
sion of the report, namely that industry should be
persuaded to take the lead in deciding on its own export
strategy and the markets it wishes to tackle. He does
not think that the new arrangements will put an
excessive burden on our posts; indeed they should lead
to an improvement in the support given to British
exporters in this field.

I understand that the passage which criticises the
support given by our posts to British exporters (3.21.1)
is being redrafted following discussion with our Trade
Relations and Exports Department.

(G G H Walden)
" Private Secretary

D Brereton Esq

PS/Secretary of State for Social Services
Dept of Health and Social Security
Alexander Fleming House

London SE1 6BY

CONFIDENTIAL
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‘/Mr Pattison
Mr G E T Green
Mr Colman
Mr Jarmany

Mr GAFFIN

SIR DEREK RAYNER AND THE MEDIA

t, The Prime Minister agreed in April that - partly because
"projects" are the rogerty of Ministers and pargly because
decisions remained (and still remain) to be taken on the large
DHSS and MSC projects - the best publicity strategy. on projects
would be for individual Ministers to announce results separatCIY.
She also agreed that "Rayner" should be used as little as possible
to qualify either "projects" or scrutinies".

Za That formal position on projects is part of a wider strate
for Sir DR, namely that the gradual emergence of results, couple
with his occasionally seeing the press would help generate a
greater awareness that the Government is active on the efficiency/
good management front.

s Sir DR has now asked me fbr advice on the press and media,
because he thinks that it would be prudent for him to get some-
thing solid into the record for the press to quarry from.

4, There are two main reasons for this request. TFirst,

BBC tv's Nationwide have asked, via Baker Street and he has agreed,

to discuss ﬁﬁe/gosﬁibility ofba Erofile. Secondly, in the walke
00k,

of the Kellner/Crowther Hunt THE CIVIL SERVANTS, and of the
recent articles by or about Mr Chapman in the Spectator, the

Daily Mail and the Sunday Times, which apPear to suggest that
Hayner does not cut™much ice, sir DR thinks it necessary to
demonstrate the imﬁortance he attaches to the scruting programme,
to the extent of the other work in which he is engaged and to

the vigour and capacity he encounters at the junior level of the
Service. (Mr Chapman has told me recently, incidentally, that

he has been asked by the Daily Telegraph to write three articles
for them.) An addi¥ional reason 1s simllar, namely the expected
report of the Select Committee on Social Services, which Sir DR
does not expect to be sympathetic to DHSS on the payment of social
security benefits.* :

’ I see no reason to discourage Sir DR from agreeing to a
filmed profile for Natianwide.

6. On the gress and media more generally, we have a fairly
constant leyel of interest from Messrs Davidson (FT), Hennessy (T),
Mrs Judd (O), Lord (DT), Norton-Taylor (G) and Schreiber (E).
Wle also have outstanding requests for interviews from:

Mrs Harcourt (Birmingham Evening Mail)

Mr Kemp (Sun)

Mr Kusseff (Accountancy Age)

Mr Quigley (FW)

*  Now available and better than expected.
1
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Mr Sapstead (United Newpapers)
Mr Simon (ITN)

7/ The diary will not take interviews with individuals, so
what I have in mind is a ﬁeneral briefing at which Sir DR would
take those present throug

- project/scrutiny programme
-  the review of the Government Statistical Service
-  the scrutiny of departmental running costs

-  the "conventions" or '"lasting reforms" exercise,
as far as it is possible to do so.

8. The venue would be Baker Street and a possible timing
would be mid-June - mid-July.

S The ong§@gard news_on the Rayner front in the next few
weeks (apart what theSelect Committee may say) is likely to be
in the "conventions'/"lasting reforms" area.

. The Minister of State CSD, intends to write to the Council

/Civil of/Service Unions in the foreseeable future indicating what work

ig in hand here and saying that he and Sir DR are willing to meet

the Unions to talk about if they wish. It is possible but not

certain that the Minister's letter will be accompanied b¥ a

version of Sir DR's letter to the PM on this subject. A% the

very least, the letter will outline the main points made by Sir DR

Some of these the Unions will no doubt think controversial. There

is accordinﬁly the possibility of slanted publicity by or on

behalf of t
11. I should be glad if we could have a word about this minute.

5 June 1980

e General Secretaries.
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DEPARTMENT OF HEALUYH & SOCIAL SECURITY
Alexander Fleming IHouse, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522

Fromithe Secretary of State for Social Services

I Ellison Esq

Private Secretary
Department of Industry
Ashdown House

123 Victoria Street
LONDON SW1

D W

I enclose for the comments of your Secretary of State a copy of the draft
report of the above mentioned scrutiny, which has been seen and approved by
Sir Derek Rayner. The Prime Minister asked Sir Derek to take a specilal
interest in this scrutiny on her behalf and accordingly Sir Derek has sent
her a copy of the Peport’s summary of conclusions and recommendations
(paragraphs 1.7 and 1.8, pages 307) together with his letter of approval.

My Secretary of State fully supports the main thrust of the report. He intends
to seek the views of the main representative bodies of the exporting Companies
concerned and the Department’s Staff Side on its detailed recommendations, and
at the same time to make avallable copies of the report on request by other
interests = including the Press. But first he would very much welcome the
preliminary views of your Secretary of State on the main thrust of the draft
report and his intention to proceed towards the implementation of its
recommendations in the following ways.

My Secretary of State proposes to put the report to the British Health-Care
Export Council (BHEC), the Association of the British Pharmaceutical Industry
(ABPL), the Proprietary Association of Great Britain (PAGB) and the British
Consultants Bureau (BCB). These bodies would be invited to liase together as
appropriate and to seek, from other representative bodies or individual
exporting Companies, whatever other views they judged essential and to meet
officials from this Department as urgently as possible to discuss their
emerging ideas and agree detailed proposals for action. The following are
some of the main issues on which we wonld aim to seek particular views from
Industry:

the main thrust of the Report, to shitt responsibility to Industry;
the establishment of a small strategy making and liaison team, on

which your Department might well be represented (paragraphs 1.8.1-

1.8.4)

CONFIDENTIAL
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the formation of a new working partnership between DHSS/NHS and
Industry, with industry taking on much more of the lead role to
which Government would be expected to respond (paragraphs 1.8.5 and
108857

the expansion of 'the BHEC and/or the BCB, assisted by staff seconded
and financed and other support from DISS/NHIS, to help to devise an
overall export strategy for the health care industry and to accept
responsibility for many of the tasks - including information
gathering overseas and selection of UK firms to compete for overseas
contracts - at present performed by DHSS (paragraph 1.8.6)

the phasing out of present DHSS activities in support of health care
exports, as a new working partnership with industry is developed
(paragraph 1.8.8).

My Secretary of State thinks it will be important to make it clear to

Industry that, if they will not take this on they must not expect to enjoy the
continuation of the status quoj; the Department proposes in any case to reduce its
direct involvement in export promotion.

In order to keep up with the tight timetable required by the Rayner process

and this scrutiny in particular, and to avold premature disclosure of the contents
of the report, my Secretary of State would like to have the views of your Minister
by 16 June. Subject to these views, he would then propose immediately to consult
the representatives of industry and the Department’s Staff Side (and make
available copies of the report to the Press and other interests), with a view to
fiyming up the main points in the action plan (Part 4 and Appendix XI in the

draft report) before the Summer Recess. The remainder of this financial year
would then be taken up with the necessary transitional arrangements designed to
bring the new, industry-led arrangements into effect during 1981/82.

It may assist you to know that the official in your Department who liailsed
with our scrutineer for this secrutiny was Mr Christopher Benjamin.

T am copying this letter and the draft report for comments to Private Secretaries
to the Secretaries of State for FCO and Trade and the Chancellor of the Exchequer,

the Lord President of the Council and the Chancellor of the Duchy of Lancaster,
and I am sending a copy also to Sir Derek Rayner and to the Prime Minister’s 0ffice.

R

/.../

D BRERETON
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Department of Health and Social Security

RAYNER SCRUTLINY

ACTIVITIES IN SUPPORT OF HEALTH CARE EXPORTS

DRAFT REPORT BY SCRUTINY TEAM

Scrutiny Team: C GRAHAM
MISS E SHIELLS
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Part 1

- THE SCRUTINY : ITS CONDUCT AND SUMMARY OF RECOIMMENDATIONS

1Lt Terms of Reference. We were asked, with effect from 2 January

"to examine, in consultation with theé bodies concerned
outside Government, and with the other Government
Departments involved, DHSS activities (except the
Pharmaceutical Price Regulation Scheme) in support of
health care exports, with reference to the adequacy of
these activities, and their cost, efficiency, and
effectiveness."

Our remit was not just to find ways of saving staff time and
general administrative expenditure but also to ensure that DHSS
activities in support of health care exports were both efficient

. and adequate to meet the identified requirements of Industry,
Government and Overseas interests.

1142 Approach. We have tried to be reasonably comprehensive in our
coverage of DHSS activities, including links with Whitehall,
Industry and Overseas interests. DHSS activities directly involve
at least 6 Government Departments, over 500 companies and 100
overseas Posts. We have concentrated on asking:

l.2.1 what activities are being undertaken at present, and why?
e 2iee what costs and benefits flow from present activitics?

could the same (or less, or more) expenditure be differently
deployed to achieve better value?

what are the needs of industry, and other, customers
and how effectively do present activities meet these needs?

what should be the role of Government, looking wider
than DHSS and including any international comparisons?

what are the main strengths and weaknesses of present
activities, including activity within DHSS?




what alternative arrangements might be considered, for

example no more help from DHSS, transfer of DHSS

responsibilities to other Government Departments, a levy

on trade secured with DHOSS assistance, government grants

to export associations etc? In considering possible future
- arrangements our basic test has been "if we were starting

from scratch, what activity would we now wish DHSS to

engage in?"

We also explored the impact of DHSS and NHS policies for the home
market in industry's export effort, although in the limited btime
available no detailed conclusions in this very complex area

could be formulated.

Method. We soon discovered that there is little statistical
information on which to base conclusions and recommendations for
action. We therefore relied on the"Rayner guideline":"talk

around, don't write around!". We have discussed all these questions
with representatives of all the main interests concerned; from

the smallest companies, operating from a shed in a back garden,

to the largest multi-national ccmpanies; from a branch in the
Industries and Exports Division to the Foreign and Commonwealth
Office (FCO); from Bognor Regis to Edinburgh; and from Oldham to
Kuwait. (See Appendix I for further details.)

Staff Intcrests. We informed the Departmental Staff Side of the
scrutiny at the outset and invited them to let us have their

views on the subject of our study plan, and also to suggest any
further action they would like us to take in furtherance of
consultation with the Staff Side. We have not so far received

any comments. All DHSS Headquarters staff were informed of the
scrutiny and of the contents of the study plan, and were invited

to send us their views : so far we have received 2 replies
suggesting further discussion, which we accepted. We made ourselves
available to local Staff Side representatives during our initial
enquiries within DHSS.

Involvement of senior management. The Parliamentary Secretary for

Health (Sir George Young), the Permanent Secretary and other
senior officers were kept informed of our thinking as it developed.

We discussed our conclusions with Sir George Young and the

Permanent Secretary before finalising our draft report.




.".6 Cost of the scrutiny. We estimate this to be:

Salaries of scrutiny team: &15,000
Travelling and subsistence: & 300

- Time of people consulted: & 2,000

Estimated total cost: 5 £15,500

155V Conclusions

ALl

The present DHSS exports activity is largely conducted
through two Branches - Industries and Exports Division,
Branch 2 (IED2) and Works Group Brsanch, Health Building
Overseas (HBO). The cost of their effort is, at the
minimum, £600,000 per annum but, taking associated resource
use into account, could be as much as £lm per annum.

DHSS effort impinges on a large number of organisations -
FCO overseas Posts, Industry, the NHS, foreign Governments,
trade and professional associations. Few agree that it is
essential to their purpose. lMost are agreed that, while
useful and helpful, DHSS activities are fragmented, not all
directed to the main problems and may be inimical to meeting
the true needs of industry, in some respects, by competing
with and confusing their own activities.

We think that the business of exporting is for industry.

A central capacity deployed in support of individual companies
is more likely to be deployed in a way which is attuned to
the needs of companies if it is run by BHEC than if it 1is

run by DHSS.
We conclude, therefore, that DHSS activities should be
reorientated to form a contribution to a differently planned
Jjoint industry/Government strategy to expand and enhance

the health care exports effort of the country. In this
strategy, the main thrust - the striking force - should be
industry, as represented by the British Health-Care Export
Council (BHEC), and Government's part should be to provide
pointed help, specialist expertise, finance and encouragement.

In general, DHSS should retreat from overseas activity,
leaving Government input here to FCO Posts and industry
itself, and should concentrate on building an export-
orientated element into its activities - ranging much wider
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than IED2 and HBO - in the home (NiS) market; and eansuring
that DHSS (and NHS) activities are geared to providing relevant,
specific and rapid information and specialist expertise as and

when iﬂdustry or FCO Posts or overseas Governments or interests

call for it.DHSS should provide an effective "door opening"

mechanism to link the home based activities of UK exporters in -
- the health care field (and NHS) to the health care

requirements identified by FCO Posts or overseas Governments

and interests, whilst still maintaining the traditional

neutrality and impartiality required of the UK Government

by overseas Governments.

From these conclusions we deduce that DHSS (and NHS) exports
effort should not be diminished in scale but radically
reorganised and redirected so as tu build on the past 20 years
investment by DHSS, If this is done, the country will provide
a much more effective service for its exporters, at less

cost for mere input from DHSS (and NHS), because each

partner will be doing the job for which it is suited.

Industry will provide the entrepreneurs and executants and
Government will provide the health care policies and expert
back up to support the entrepreneurial action.

We recognise that our recommendations will require at least
as great a change of attitude and organisation from
industry as from Government; and we frankly adwmit that
change in industry will almost certainly be more difficult
to achieve than the comparatively straightforward
redeployment of Government activity we envisage - given
the staff changes which have already taken place or which
will be required over the next fow years as long serving
DHSS staff retire and career planning takes its effect.

Such promotional activity can at best only provide marginal
help so far as the export performance of the health care
manufacturing industry is concerned. The industry earns overseas

about &£100Cm, and even £lm of DHSS/BHEC expenditure must
remain on the margin of such activity. Industry must produce

the right goods at the right price and be prepared to sell them
aggressively in the right place at the right time. Otherwise
DHSS/BHEC efforts, past and future, will continue to pale into
insignificance in the face of wider international events, such
as recent events in Iran and Afghanistan; or domestic constraints
such as an overvalued pound and the erosion of the home market
volume by NHS spending cuts.

]
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But we believe that it is now an appropriate time for industry

to formulate its strategy for the 1980s, in the face of its

urgent requirements in respect of overseas trade, alongside

a Government which is also having to re-think its strategy

for the use of its limited resources in support of industry's

health care effort. We state this for the following main
_reasons:

- this Rayner scrutiny requires a full consideration
of the issues directly affecting health care
exports and provides a useful peg on which to
hang the necessary wider discussion;

Whitehall is already enquiring into related areas -
through a parallel Rayner study into the Department
of Trade's general support for exports, a
re~examination of the requirements of FCO Posts

and the Department of Industry's reconsideration

of industrial strategy;

Industry has recently embarked on a process of
change, through the amalgamation of various trade
agsociations in the British Health Care Trade and
Industry Council (BHTIC) and the development of

a new constitution and committee structure for BHEC;

DHSS is already engaged in a process of change
affecting the home market, through the creation
of the Supply Council and the amalgamation of the
Supply Division and the Industries and Exports
Division;

DHSS Works Group, including HBO, is to be the subject

of a staff inspectionj;and senior staff in IED2

have retired or been transferred without
replacement, pending the outcome of this Rayner
scrutiny, and further retirements and other staff
changes can be expected over the next few years.

It therefore seems most appropriate to use the opportunity
created by all these separate but related events to draw

up a new strategy for the support of health care exports, by
industry and the Government.




.. 8 Recommendations.

. We therefore recommend:

e Sl A health care exports team should be established within
- DHSS to assist industry to draw up a strategy for the
support of health care exports in the 1980s, in
consultation with the British Health-Care Export:
Council (BHEC), other Government Departments; the NHS and
overseas Governments and interests.

The team should comprise two full time members from DHSS,

at Assistant Secretary level (say drawn from Industries and
Exports Divisicn and Works Groug,with one to be nominated
leader) and should have the authority to co-opt

more members as necessary - drawing from DHSS Scientific and
Technical Branch, from the NHS, from FCO, from the
Department of Industry, from the Department of Trade, from
the Defence Sales Organisation, and from outside industry.

The team should report to DHSS Deputy Secréfary, Regional
Group, in his role as Chairman of DHSS Exports Steering Group;
and the membership of the Steering Group should be broadened
to reflect Fersonnel, Finance, Regional Liaison and Health
Services Development interests.

DHSS Supply Division, Scientific and Technical Branch ((STB),
International Relations Division, Finance, Health Services
Development, Personnel, Regional and Works Groups

and Medical and Nursing Divisions should each identify

a focal point, within their existing resources, to respond
to the exports team and to the requirements of the health
care exports strategy for the 1980s.

BHEC should be expanded to take on more, specific, health

care export functions on behalf of industry, including most of
those at present undertaken in DHSS by IED2 and HBO, the
British Consultants Bureau, the Overseas ProjectsGroup in

the Departuent of Trade and individual Trade Associations; and
should provide the channel from industry (pharmaceuticals,
equipment, supplies and works) to Government on those exports
activities which require a partnership between the DHSS
exports team and BHEC.




Hf”b should assist BHEC with this reconstruction, for a
transitional period not exceeding three years; by seconding
to BHEC opne Principal and two Executive Officers from IEDZ2;
and by providing financial assistance, up to a limit of one
_quarter of the existing headquarters administrative cost of
IED2 and HBO, to fund specific functions identified in the
exports strategy for the 1980s. In addition DHSS should make
available suitable space, surplus to NHS requirements -
preferably in a London teaching hospital, to house a new
working administration and NHS display centre to support
industry's long term health care exports effort.

The Association of the British Pharmaceutical Industry (ABPT)
and the Proprietary Association of Great Britain (PAGB) should
be encouraged to extend more of their exports activities

to include representatives from DHSS and BHEC; and to work
more closely with each other and with DHSS and BHEC in BHEC's
development of a health care exports strategy for the 1980s.

DHSS should gradually phase out its present activities
in support of health care exports, including the present
branches - IEDZ2 and HBO - as the health care exports
strategy feor the 1980s is developed and implemented and
BHEC and DHSS gradually build up their new roles. The
aim skould be to make significant headway by the end of

1980 and to complete the transition by mid-1982, when
only the two full time team members (supported by focal
points and their Divisions and the BHEC) mlgnt be
required in DHSS.

The financial effect of our recommendation is to save eventually
about £500,000 a year. The major changes should be implemented
by mid-1982 and should involve no net increases in public
expenditure in any one financial year.




1.' Part 2

THJ.’RESEN'JQ DHSS ACTIVITIES IN SUPPORT OF HEALTH CARE EXPORTS
A DESCRIFTION AND COMMENTARY

The scale and nature of exports activities

-~ Whitehall

2.1 Selling the British way of health abroad is big business. Exports
of pharmaceuticals, medical equipment and hospital building and
engineering construction and consultancy services currently bring
in about &£1000m gross, or about £600m net allowing for imports.
DHSS at present spends about £600,000 in direct promotion and
support of this activity, or about £lm, if it is assumed that each
DHSS officer engaged directly on export activities also uses
indirectly the time of one other public servant. DHSS effort goes
mainly into the medical equipment and hospital design field. (See
Appendix II for trade figures and Appendix III for details of DHSS
organisation and costs.)
DHSS activities form part of a much wider Whitehall effort. The
Export Credits Guarantee Department provides export credit insurance ;
the Foreign and Commonwealth Office operates most export promotion
services overseas and the Department of Trade those in the UK itself;
the Treasury is involved in export credit insurance and export
policy through its concern for the balance of payments and public
expenditure; and the British Overseas Trade Board is involved in
the direction of export promotion services. (See Appendix IV for
some details of Government Lxport Promotion Services.)

- DHSS

255 We have not found another example of exports, or industrial sponsoring,
activity to equal that of DHSS. No other Government Department, apart
from Defence Sales where special arguments apply, centralises its
effort into an exports branch or provides the same degree of
support for home industry; and no other country conducts similar
activities. DHSS does so because of its main functions:
it is, via the NHS, a major consumer of the health care industry;
and, as a sponsoring department, it is responsible for
furthering the economic well-being of the industries and firms
with interests in health care. Thus DHSS maintains a close
relationship with producers and is able to assess their export

potential and international competence.
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DHSS routinely sends 12 officers (4 Principals, % SEOs and 5

Works Professionals) overseas to conduct health care market
reconnaissances; to identify particular areas of health care need;
to exchange information oun British and overseas health care
services; to assess pﬁrchasing methods and make professional
and commercial health care contacts. As specialist Government
officers, they have access to places and people not so readily open
to exclusively commercial concerns. The resources currently used
on this exports activity are relatively greater than those used

by the DHSS for support of the home market (through branch IEDL),
or its operation of the Pharmaceutical Price Regulation Scheme
(through branch IED3), or its design consultancy relationship with

the NHS (through Works Group), or its work on wider international
relations (through IR Division). (See Appendix III for detailc.)

- Industry

2.5' The health care industry has many components -
pharmaceuticals companies, medical equipment manufacturers, building
and engineering construction contractors, building and engineering design
consultancies, general service companies and management consultants.
There are some 2,000 firms manufacturing drugs, medicines, medical
equipment and all other similar requirements of the modern health
service. A modern hospital buys about 90,000 separate items
excluding drugs and food. The industry manufactures about 100,000
products. It is represented bylover 20 Trade Associations.
Manufacturers range from small firms, employing less than a handful
of people if any at all, to multi-national companies. Some have
exclusively health care interests, such as the leading surgical
instrument manufacturers. Some are health care divisions or
off-shoots of large corporations. Some very small firms manofacture
important equipment of high quality: others produce scientific

equipment with an essential but not exclusively, health care application.

Few are of a size comparable to their foreign competitors and

foreign ownership is increasing. Most British firms are well

equipped technically but weaknesses in organisation and manageuwent
expose many to take over by larger groups, which are able to

provide a firmer base for the exploitation of scientific and

technical skills and overseas markets. And there is a growing

number of firms specialising in hospital management and administration, |
on a "service package" basis.




The British Health-Care Export Council (BHEC) has been in

existence in one form or another since 1964. It was formed to

assist in the promotion of the design, construction and equipment

of hospitals overseas usihg British goods and services. The

original aim was to facilitate a brecader based, package deal approach
to health care exports; but in practice, as for DHSS activities, most
BHEC attention has gone to the smaller medical equipment manufacturers.
BHEC is not a Trade Association: the membership stands at around 250
companies (including 190 medical equipment manufacturers), producing

a subscription income of £46,000 and a total budget of about £75,000.
A three year grant from the British Overseas Trade Board (£38,000
over the period 1976-1978) has now expired. BHEC has recently drawn up
anew constitution and executive committee structure, designed to
improve its effectiveness and attract more exporting companies.

The post of full time Director of the BHEC has been vacant since

its creation in 1978, apart from a period of 6 months in 1979.

(See Appendix V for further details.)

DHSS exports organisation and objectives

- Industries and Exports Division : Branch 2

287 IED2, which has been in existence in one form or another for the

best part of 20 years, is nominélly under the day-to-day management

of an Assistant Secretary and a Senior Principal (posts currently
vacant pending the outcome of this scrutiny). The main task of
the Branch is to promote and support health care exports by
British firms, particularly or medical equipuent, through a
programme of visits abroad and personal contacts with overseas
governments and health care agencies. The "Territorial Overseas
Officers" (T00s : 4 Principals and 3 SEOs - supported at home by
2 HEOs, 5 EOs, 1 CO and 2 CAs) visit individual countries on average
once every 2-5 years, to follow through on overseas enquiries
with British firms, and provide advice on market strategy. (See
Appendix VI for . figures on the scale and cost of some
recent travel programmes.)

-~ Health Building Overseas : Works Group Branch

2.8 Over a period approaching 30 years DHSS and NHS have built up a
considerable body of professional expertise in all aspects of health
facility planning and provision, which is conceptually of interes

: > i )
to overseas Governments and agencies. "Health Building Overseas'(HBO)
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was formed in 1977 (although works services have been provided
overseas for much longer), nominally under the management of an
Assistant Chief Architect, supported in overseas travelling by the

Director of Works Development/Chief Architect, a Superintending

Architect, Superintending Engineer, Principal Architect and Principal
Quantity Surveyor - with staff support provided by 1 HEO, 1 EO,

1 €0 and 1 CA. The main task is to offer the services of these
officers tc co-operate in health service development on a Government
to Government basis; and, by this means, to open the door to

overseas business for British commercial and professional firms.

In general, the pattern of work adopted by HBO parallels that

already described for IED2. (See Appendix VI for further details,
including figures on the scale and cost of some recent travel
programmes. )

Main Benefits claimed for present DHSS Activities

2a

Despite detailed enquiries within DHSS and outside, it has not
proved possible to estimate the commercial benefits resulting
directly from DHSS export activities. This does not mean there

has been no such direct benefit : it means that it is usually
impossible to say whether, in any particular case, an export order
would not have been won if it had not been for DHSS support. There
is no existing method by which we could quantify such possible
benefits in the time available.

Many proxy measures have been suggested to us by those concerned
outside the Department. But, in the absence of either quantified
benefits or an accepted method of linking such benefits to DHSS
input, we have decided to rely on the expressed commercial judgment
of those in industry whom the DHSS sets out to assist by its

export activities. In general, those in industry to whom we have
spoken tend to feel that probably sufficient benefit has accrued

to UK exporters to justify the past DHSS expenditure. But we doubt
whether industry would be prepared to meet the full cost of present
IED2/HBO activities if they were asked to pay for the service.

Nonetheless we have tried to go a little further. We have summarised
in Appendix VII some recent, roughly quantified, benefits as supplied
to us by IED2 and HBO. If these facts are accurate, and there seems
no ready means of checking them centrally, then they would tend to
support the view that the past DHSS expenditure could be justified

on this basis. In some cases IED2 and HBO both seem to claim the
same benefit for their separate activities. HBO have emphasised
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that, since they have only been in existence for 3 years, some
their recent ventures have not yet come to fruition, given the
lead times in health care building. For this reason, we doubt
whether HBO is cost effective at present; and this doubt seems
shared by industry, as we explain below.
However, those concerned directly with DHSS export activities
have emphasised that it is not their primary objective to make or
be involved in actual sales : their aim is to provide an information
and the making of contacts
basq/whlch will assist British éxporters to increase their overseas
sales. The DHSS information identifies broad commercial
opportunities and the overseas decision takers; and it avoids the
need for every commercial representative going overseas to do his
own research. DHSS has ready access to information, about the
embryonic health plans of overseas Govornmeunts, and contacts,
identifying the overseas decision takers in the health procurement
field, not normally available to commercial re presentatives or
embassy officials. But the completion of a contract or large sale

overseas 1s often a long drawn out process, to which many people

contribute, and it is clearly impossible for DHSS to claim complete
credit for any particular successful transaction.

On this basis, the following more intangible - but more important -
benefits have been claimed for present DHSS activities:

izl DHSS officers clearly represent HM Government and have
health care expertise, or access to such expertise, thatl
is highly regarded both in the UK and overseas;

DISS officers are readily received by overseas Governments,
by Ministers and officials;

as Government Servants, DHSS officers expect (and usually
get) more assistance from overseas Posts than they would
expect to give to non-Government bodies;

overseas Ministers regard DHSS officers as non-commercial ,
and this view is fostered by the DHSS (and NHS) on
occasion offering to assist them at cost;

senior officials and Ministers overseas are frequently
doctors, and a high percentage are UK trained which
tends to leave them with a high regard for the NHS and
persuade them to listen to DHSS;




. 2.13.6 overseas Governments clearly welcome the combination
of Government Servant and health care expert presented
by DHSS officers;

_ the market reports disseminated by the exports branch

and the health care building and engineering guidance
provide UK exporters with a much velued, free commodity.

Over and above all this, however, we have been made aware of the
special role played by DHSS in the support of industry over the
past 20 years. At the beginning there can be no doubt that IED2
officers were instrumental in dragging a reluctant UK medical
equipment and suppliies industry intec overseas markets: without
such enccuragement many British companies would not now be in the
exports business and our overseas trade would have suffered
accordingly. In recent years, as many more companies became
awere of the commercial opportunities overseas and developed the
means of exploiting them, DHSS attention turned to the development
and strengthening of the representative bodies : without continuing
encouragement and assistance from IED2 officers it is doubtful
whether the BHEC would exist today, and the BHTIC would probably
not have got off the ground; and the continued support and
assistance of DHSS over the next few years will be most important
if the BHEC is to make the fundamental changes necessary to face
the challenges we have identified. Throughout this whole
period there can be no question that DHSS officers have played a
significant part in assisting industry to gain specific items of
export business on the lines of those examples listed in Appendix VII.
This could provide more than enough justification for past DHSS
activities, without necessarily requiring a continuation of these
activities in the future. In commenting so freely on these
activities and supporting the need for change for the future all
concerned, including the scrutiny team, are wost anxious to pay
full tribute to the hard work, dedication, and professionalism
undertaken over many years by the DHSS officers presently

engaged in these activities. In proposing change now we are not
attempting to devalue the efforts of the past, or provide a
"smart Alec" solution for the future : we are simply recognising
the wider importance of the activity they have been engaged in
and suggesting more cost effective ways of building on their

past investment in order to meet different challenges in the

future.




.L';f;: Less Satisfactory Features of Present DHSS Activities

2.!! But it is not a case of roses, roses all the way. In general,

those we have consulted feel the present DHSS activities have
outlived their usefulness. For example, there are many
important features of the present DHSS activities which do not
seem to find favour inside or outside DHSS, as follows:

2.15.1 There has been insufficient direction of activity. The absence of
well defined and explicitly stated and accepted strategy,
for the use of DHSS resources in support of industry's
specifically stated commercial requirements, leads to some
loss of direction and wasted effort within and outside DHSS.

There is unnecessary duplication of activity. The
overlapping activities within and between IED2 and HBO,
the Department of Trade, FCO Posts overseas, British
Overseas Trade Board and British Health~Care Export
Council (to say nothing of the separate activities of
individual companies and trade associations) leads to
inefficiency and wasted energy and resources, particularly
within DHSS. The presence of two separate, and almost
autonomous, vnits within DHSS also creates some confusion
in. the minds of FCO Posts and overseas Governments.

There is no routine recording or measurement of the outcoume
of DHSS activity. The absence of defined eriteria in
keeping with an agreed strategy (by which to determine

the priorities for DHSS export activity, monitor

performance and measure outcome and effectiveness)

means that DHSS cannot direct its efforts to the best effect.

There has been insufficient management in recent years.

At Branch and Division level in IED2 there have

been many staff changes, after almost 15 :
years of no change; and for the first time export activities
have been divided between the Regional Group and the newly
created Works Group. This has led to a noticeable lack of
management at Branch level. At the top of the office,
whilst there has been full and continuing commitment in
recent years by Ministers, the Permanent Secretary and
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Deputy Secretaries, there appears to have been some
conflict between the requirements of exports
activities and the objectives and commitment of
professional divisions, for example in the deployment

of top professional staff (in DHSS and NHS) in support

- of the export effort overseas. As a result exports
activities have not attracted the full attention of all

those concerned at the top of the office, for example
through discussion in the Permanent Secretary's HPSS Strategy

Committee or its predecessor bodies.

Industry has not yet taken on its proper role, mainly through
its own fault. But BHEC will remain in a relatively weak
position as long as IED2 and HBO first determine their own
travel programmes and work priorities and then seek the views
of Industry, through the BHEC as its representative body, and
continue to undertake functions which Industry should perform.
Industry needs to do more at the strategic level, even though past
attempts by IED2 to encourage this have drawn no real response
from industry; for example, Government should consult, and be
influcnced by, Industry in selecting potential overseas
markets well before a travel programme has been drawn up

and agreed within Government .

There exists no agreed method by which the need for

and benefits of the activities can be identified and,
where possible, quantified. The absence of such a
method ,or tangible benefits,could lead to the conclusion
that the DHSS activities may be marginal, and as such
should be dispensed with.

Other HQ Divisions, Government Departments and the NHS

are not sufficiently involved in export activities.

Only one of the present officers in IED2 has come direct
from one of the policy divisions on the Health Side of

the Department; only one Post is available to be filled from
outside DHSS; and, there is no regular linkage with the NHS,
within or outside DHSS. But IED2 and HBO are still expected
to represent overseas the general policies of the Government,
DHSS and NHS.

The Pharmaceuticals companies now see a need for DHSS to
take more account of their special needs. Almost all
the present IED2 and HBO activities are taken
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up with the requirements of the small medical
equipment companies and health care design consultancies,
which taken together probably produce sbout half the
earnings of the pharmaceuticals companies in overseas
markets. This does not mean that the pharmaceuticals

" companies require the same kind of assistance as the
other UK health care exporters : in general they can

provide this for themselves or for each other.

But it does
mean that they could benefit from a more efficient
bureaucracy, in terms of exports documentation and
regulatory controls, which DHSS could only provide by
increasing its present level of aduinistrative expenditure
or by using IED2 and HBO resources to supplement those
deployed on this work in DHSS Medicines Division.

For reasons which we need not go into here, the policies of DHSS
and the NHS in relation to the home market have not been as

as helpful as they could be to British companies seeking to

export. The buying policies and practices of the NHS, and the
structure of the health care manufacturing industry at hone,

should be re-examined with a view to encouraging the identification
and support of export activity (and import substitution) by
British firms and inward investment by overseas firms. In short,
there needs to be a closer linkage between home market
activities and the exports activities of IED2 and HBO.

Goverrnment and Industry do not project a single minded
approach to obtaining health care business abroad. It
has been argued strongly to us, by anecdotal reference
which we have not had the time or the detail to follow

up, that the Government can and should do more to
encourage and present a more single minded approach to
export activity - as happens in France, Germany, Italy, Japan
and Eire. Whilst recognising the social and cultural
differences between countries, most UK exporters we have
spoken to seem to think that, at a tactical level,
Government and Industry could present a sharper, national
gpproach to getting business; and, at a strategic level,
it has been argued that the Government might encourage

the development of a Government/Industry health care
exports "total package" organisation on the lines of

those existing in France, Germany and Scandinavia.
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215

.1l Many of the market reports of the Territorial Overseas Officers
do not seem to be required by Industry. Most exporters
we have spoken to claimed not to use the reports for
commercial purposes; and some expressed themselves most
strongly about the spparent waste of taxpayers money in

: producing such reports. The larger companies either have

their own organisations or representatives on site, or
they hire a market research firm to obtain the specific
market information they require. The smaller firms,
particularly in the medical equipment industry, may on
occasion find the general contents of the reports of greater
value; but they, too, require the same specific market
information as the larger companies if they wish to engage

in export activity.

We were so ' concerned about the apparent difference of opinion
between those in DHSS responsible for producing the reports and
those outside receiving them, (especially as so much of the present
time and effort - and theretore expenditure - of IED2

goes into this activity) that we decided to arrange s

more objective assessment. We asked PA Management

Consultants Limited to take a random sauple of the DHSS
reports they happened to have on hand in their market
research library and let us have their assessment of the
content and forwmat of the reports; the method used to

collect tue information; and, the commercial value that

might be placed on this information. We are very

grateful to PA for responding so promptly (within a

week) to our sudden request; and we repeat their warning

that their first, quick impressions need to be treated

with caution (pending further examination, assuming

DHSS decide to follow up this initial erquiry), particularly
as the reports examined by them at random may themselves

have been follow up reports. Their detailed analysis is
contained in Appendix VIII. This concludes that 85% of

the content of the reports could be provided within

a week without leaving London; that the remaining 15%

might prove too costly to collect through overseas

travel (they would charge about £3,000 each for the present
reports); and that the "dead information" generally

contained in these reports in their experience rarely
stimulates action. This preliminary assessment, which
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‘ would need to be followed up in more detail if it were

to be acted upon, gives strong support to the views

. expressed to us by Industry about the DHSS reports,
Therefore we believe DHSS should. stop providing such
reports. For the reéord, a full list of all DHSS market
reports is at Appendix IX.

Some Conclusions on the Present

2.17 Whilst recognising and supporting the comments made about past
DHSS activities, we conclude from the above that the present
activities have outlived their usefulness. Industry and Posts have now
learned how to play the game, and DHSS can resort to a more
traditional central government role. 1in making this change we
believe that DHSS should pay particular attention to the
following aspects of the present system which we think ought to
be changed:

2.17.1 there appear to be too many staff engaged on these activities;

there is not enough co-ordination of effort, or tapping
of other available resources elsewhere in DHSS, NHS,
Whitehall and overseas Posts;

present activities are not pointed enough to industry's
specific needs for the 1980s;

there is too much, unco-ordinated, overseas travel at

too low a level;

in some respects, DHSS activities may in fact be inimical to

meeting the real needs of industry; and,

the present practice of producing Country visit reports should
be discontinued, with greater reliance on the parellel
practice of passing specific, "commercial in confidence"
information direct from Posts to particular UK exporters.




PRO.’F“’S- S FOR FUTURE DHSS ACTIVITIES IN SUPPORT OF HEALTH CARE EXPORTS

The Case for Change

3.1

The questions identified in Part 1 and remaining for answer relate
to the requirements of industry, the role of Government and the
nature of any alternative arrangements.

All those comsulted, outside and within Whitehall, have welcomed
the opportunity to express their views direct to the top of
Government through this Report. We should like to record our
thanks to them for the courtesy of their attention, the clarity
of their understanding and the wisdom of their judgment. Their
general conclusion is that change is rqquired.

- Duplication of effort

5

There is a natural reluctance, within both IED2 and HBO,to accept
adjustments which fundamentally affect the status quo : in general
people feel that they have been doing a good job, however
demanding in terms of the heavy overseas travel programme; that
home industry and overseas interests value their efforts; and that
they make a worthwhile contribution to the country's earnings

from exports. But we have to record that senior officers within
IED2 and HBO have argued equally strongly that all the present
activities should cease. Many people point to duplication

of effort in the presence of two units within one Depzrtment.

-~ Fragmentation

5.4

There exist at present no working links between IED2 and other
DHSS HQ divisions other than Supply Division and the Scientific
and Technical Branch; or, between HBO and other HQ divisions

other than the Works Group, Supply Division and the Scientific

and Technical Branch; or, between both branches and the NHS.
Closer and more effective links between IED2 and HBO and other
parts of the DHSS and the NHS would probably reveal duplication of
effort and expertise which if properly organised and exploited
could lessen the demand for specialist officers and actually
increase the effectiveness of DHSS activities in support of health
care exports. IFor example, essential overseas visiting could be
undertaken outside IED2/HBO as an extension to other, similar DHSS

1)




. Whitehall activities; and, the arrangement of programmes for overseas

visitors to the UK, and general briefing of Ministers, could
be undertaken by International Relations Division as part
of its present activities in this respect for other HQ Divisions.

- lack of direct benefit overseas

2115 FCO, faced with the prospect of change under the pressure of
public expenditure constraints and staff cuts, clearly have no
wish to urge changes in DHSS which might increase the demand
for or pressures on commercial officers and other embassy staff
overseas. FCO rightly point to the support given in principle
to DHSS export activities in the recent CPRS report on FCO
Overseas Representation; and to their own wish to continue to
second an FCO officer to IED2 for career planning purposes. But
they accept that they could take on the mainstream of DHSS export
activity, if asked to do so in the absence of such specialist

: help from DHSS in the future; although interestingly, they have,
pointed out that they would not necessarily be able, or see the
need, to organise it and carry it out along present DHSS lines.
In practice the burden of the FCO work in this respect is carried
by the Commercial Posts Overseas. We sought the views of a
representative selection of Posts on DHSS activities.

The general FCO view emerging from their replies is that DHSS
officers cre respected for their expert knowledge and useful
reports. But little measurable benefit has flowed from such
activity. There have been few concrete opportunities uncovered
which could be published through the Department of Trade's
Export Intelligence Service. UK exporters have not been
particularly responsive to the promotional activity of IED2 and
HBO. Posts therefore acknowledge the general usefulness of
visits by IED2 and HBO officers, and the value of their reports
as background information; but there seems to be general agreement
that they could get by without this service and yet still
maintain their entrée to buyers and their export
promotional efforts on behalf of the UK health care industry.
A summary of all the replies is in Appendix X; and the points
made by the New York Development Office and the embassies in
Japan and Zurich provide a particularly telling commentary on
future requirements and possibilities.




7 This suggests that the status quo in respect of DHSS export activities
88 of P P
should. not be maintained and that Posts should take on

a more involved role as DHSS activities are phased out, provided:

%,7.1  the roles of the BHEC and the other representative bodies
of industry are strengthened, so that Posts can respond
direct to industry on specific commercial enguiries;

the existing Export Intelligence Service, operated by the
Department of Trade and the British Overseas Trade Board
is adjusted so that BHEC can provide a more specific service

for all member companies;

closer liaison is established direct between overseas Posts,
exporters in the health care field, the BHEC and other
representative bodies and the Export Intelligence Service;

DHSS undertakes to respond to Posts wherever specific
health care enquiries arise on which they need Government

- as opposed to Industry - support, in the form of
information or visits from DHSS or NHS specialist officers.

55t This more limited DHSS approach would probably cause little
difficulty to Posts in those territories which have already
been well covered on earlier visits by DHSS officers. IlMore
xtensive DHSS support might be necessary where new territories
were being explored, although such support would probably be
better given by the policy and professicnal divisions, or by
NHS officers, expert in the specific health care issues expected

to arise.

- home market priorities

10

5.9 Relations between the Department of Trade and DHSS have not
always been smooth, mainly because of the way in which DISS
has gone about its specialist business. In consequence, we
perceive unnecessary duplication between the two Departments
in the following main areas:




routine visiting of firms in the home market;

direct contact with overseas Posts and Commercial
Reélations and Exports Divisions in the Department of
Trade;

provision (usually in market reports : BOTB charge for
this service, DHSS do not) of details of foreign importers,
distributors and agents;

advising British firms about the use of official services;
contacting British firms direct about export opportunities;

responding to British firms' requests for information about
overseas markets (including tariffs and technical standards);

maintaining statistical and other data about home industry's
export trade.

We fully accept the Department of Trade view that DHSS should
spend much more time assessing the requirements and capabilities
of home industry, as a basis to more selective DHSS export
activities in response to industry's specific requirements in
defined overseas markets; and much less time travelling the
world to drum up export business from the overseas end. DHSS
has already embarked on this course through its home market

activities, including  the creation of the BHTIC and the

proposals for a Supply Council. An adjustment in the roles of

IED2 and HBO would serve to strengthen these developments.

- pharmaceutical companies priorities

5.11 In me respect we have been asked to press for more administrative
expenditure by DHSS,if necessary at the expense of present IED2
and HBO expenditure. The pharmaceutical companies would like
DHSS Medicines Division to speed up and simplify registration
of UK product licences (say from the present 6-9 months to 4
months maximum) to boost sales in overseas markets; to process
export certificates within a working week (instead of >5-4 weeks
as at present); and, to reconsider the requirements to show

current UK retail prices, instead of a commercially viable retall
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for the overseas market, on export certificates.

also see a need for more Government hélp in resolving
problems of interpretation of local regulations, especially
licensing procedures; in standardising and simplifying documentation
requirements internationaily; and, reporting on recent and
proposed changes in medicine legislation and registration
requirements.

- supporting industry at home

5.12 DHSS exports activity in - respect of medical equipment
should be grounded in a more secure home market base. The aim
should be to strengthen this base by encouraging more selective
buying policies for the NHS and fostering more co-cperative
ventures between companies; and to identify and improve the
real capability of industry at home - including its ability to
compete against foreign importers. To this end DHSS could (through IEDL)

| profitably engage in more desk work for industry, at the expense
of the present commercial travelling (by IED2). Most of the
present information which results from an overseas visit could
and should have been provided before the event; and much clearer
objectives, against the background of an agreed strategy, need
to be established before a trip is undertaken by Government or
pressed on industry.

But first there is a gulf to be bridged between the
psychology of the Government Servant and that of the commercial
exporter - for example:

"as a sepnior civil servant, I consider that if other
Countries want to gein contracts by cheating, I would
prefer that we did not get into the same dirty game";

"as a UK exporter, I consider that it is all about getting
a signature on the contract, and the money in the bank

to promote further UK business - using fair means or foul:
if we do not export, we do not sell; if we do not sell

we go out of business; if we go out of business, Government
cannot be paid for'";

"as an academic observer, I note that the French and the

Japanese always present a nmational co-ordinated team
to fight for the contract, whereas the British often have
two or more competing firms advised by competing merchant
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banks: those in the City and Whitehall most involved with
the problem of competing for contracts overseas do not see
that this present drill needs to be changed; whereas those
in outside industry consider the orgy of self congratulation,
of those who constantly lose us contracts because of

present arrangements, nauseating".

This suggests the need for DHSS to arrange earlier consultation
with those affected by its activities. Industry would welcome,
and indeed expects, explanation and consultation before the

cement sets on Government thinking well bzfore the event and

the earliest possible opportunity to de~brief DHSS officers

after the event. but, in return, Industry_(and BHEC) would need to
be much more responsive than it has been in the past.

- undermining industry abroad

5.15  We found that most criticism, of present DHSS
activities related to the work of HBO. DMost consultants welcome
promotional work on behalf of British expertise, which they think

can only be helpful. But many doubt the need for the present,

separate HBO organisation; and question’ what they

see as a "leading from the front" posture adopted by HBO. Some
consultants are nervous that HBO will not be able to adhere to
its statements not to offer competitive services and feel they
have already seen some evidence of such competition. They are
uncomfortable about the criteria on which the DHSS exercises its
undoubted powers of patronage in hospital building : some
consultants have been supported more than others, and no
systematic or acknowledged criteria are known of. These consultants
seem more concerned about the prospect of possible "blackballing"
than of "favouritism"; but, above all, everyone seems to be in
the dark about what actually goes on. And DHSS cannot know at
all times exactly which consultants and companies are bidding
for what work overseas.

No one we spoke to outside DHSS could identify any wajor "money
in the bank already" - contract which had come to British firms
as a result of HBO activity; and everyone consulted doubted
whether a major hospital project (planning, design, building and
equipment) would ever come the way of British firms. In general,




building contractors are judged not really to be interested

in such business overseas; and there are doubts about the
capability or inclination of Government to back firms all the
way. HBO officers accept ‘that their case is still to be proved;
and -have admitted that if such major work did not in the event
come to British firms then it would be difficult +to sustain

the case for HBO. But they would like another year or two to prove
their case.

HBO officers have emphasised to us their commitment to actually
undertaking risk taking, commercial activity, as opposed to the
traditional Government position, adopted by IED2, of simply
assisting industry to undertake commercial activity including the
necessary risks. It is this very approach which seems to be
worrying consultants and companies most: it can very easily lead
to taking the bread out of the mouths of UK firms; and welcome,

-initial enthusiasm can too often lead to unrealisable objectives

through commercial naivety.

Within DHSS and outside

%.18 /we have received strong criticism of the present, separate, HBO

organisation, expenditure and cost effectiveness @uplication of
activities; poor diplomacy; excessive and unrealistic travelling
arrangements). Industry expects Government to confine its
activities to supporting British industry at home and responding
to industry's call overseas when commercial judgment determines
that the time is right for Government intervention.

On this basis, we could not support the continuation of a separate
HBO organisation.

Scme Conclusions on the Case for Change

5.20

Industry clearly welcomes the support and expert interest of the

TQQ

DHSS; and gets on very well with the DHSS officers concerned. But

most people we have spoken to accept the case for change;provided we
can build on this spirit of collaboration and acquired expertise,
and enhance the essential DHSS function of assisting British

health care exporters to realise their full potential in overseas
markets. In short:

5.20.1 very few people we have spoken to in DHSS and in Industry argued

unequivocally for the status quo in respect of present
DHSS activities;




many influential sectors of industry have argued to us
strongly that the present DHSS activities should be
abandoned;

there seems to be an overwhelming body of opinion, amongst
those we have spoken to in industry, in favour of
fundamenteal change; and,

in general the representative bodies we have spoken to
have acknowledged the need to adjust the present

dividing line between DHSS and industry, so that industry
and its representative bodies take on more of present
DHSS exports activities.

Some international comparisons

3,21 Ve were asked to pay particular attention to any international
comparisons so as to guide Ministers on what they might best
do to meet the complaints of British exporters that the Government
never seems to do as much for them as overseas Governments do
for their competitors. Despite repeated questioning of those
we have spoken to, and other enquiries we have undertaken, we
have not been able to proceed beyond the anecdotal reference -
which quite often does not itself stand up to closer examination.
But some general factors have been drawn to our attention ix

many places, as follows:

3.21.1 DIiplomatic Support: It is frequently claimed that in
other nations' diplomatic posts, all staff, irrespective

of their formal function, are ready to support commerce;
whereas in British posts, other departments such as
Chancery consider that involvement in comuerce would
prejudice their political work. Cases have been quoted

of foreign ambassadors involving themselves personally in seeking

projects, where the British Ambassador declined to invervene; and
of the use of the cultural exchange programme for exports
intelligence purposes.

Credit: there seems to be little doubt that some of

our foreign competitors are frequently able to put up

better credit terms. This is usually attributed to

better facilities for government credit cover and aid

from the relevant governments; but it often seems simply

to be due To better service by the overseas banks, as in
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Germany. The Export Credits Guarantee Department have

told us that they are confident that no other country

is offering a more favourable total package for legal credit
terms than the UK: they are prepared to check on particular
examples alleging more favourable treatment overseas; and they

would like to arrange a special display for UK exporters to explain:

their full range of services and deal with particular problems.

Aid: we were frequently told that other countries have obtained
business by the use of Aid. There is no question that overseas
contracts can be obtained by Aid tied to Trade but that is
detrimental to the balance of payments. The Government are
undertaking a review of the "aid/trade" scheme, so as to give
greater weight in the allocation of Aid to political, industrial
and commercial considerations. It is for DHSS to make its case
in this respect on behalf of the health care industry to the
Department of Industry; and now is the time to press claims

for 1985 and bheyond.

Major Contracts: a major contract can only be signed

by a company that is "credit-worthy" to the extent of
the contract and there are only a few British companies
in this league, mainly the major building contractors.
With such a company heading a consortium, everything
else will be attracted like iron filings to a magnet.
Without such a company, all are wasting their time.
But such companies are, in general, reluctant to take on
hospital building contracts and they are frequently
criticised for not taking risks. Their reluctance has
been investigated by the DHSS and, in depth, by the
Overseas Project Group of the Department of Trade.
There appear to be a number of explanatory factors,
which include:

~ any building contract with various consultants
(architects, mechanical and electrical engineers
etc), has problems at the interfaces. In hospital
building this friction is particularly marked,
because of the high content of mechanical and
electrical engineering;




~ other types of building contract are substantially
for "concrete-pouring": a hospital is a complicated
engineering complex with walls around it: the main
contractor has to take responsibility for other
contractors; and construction contractors are
reluctant to take responsibility for M & E
contractors, whom they sometimes suggest should
be in the lead;

- in lMiddle Eastern countries, building contracts
produce enough problems without the special problems
posed by hospital contracts;

- the client often wants a fixed price contract and
this is hazardous, particularly for hospitals, and
with bid bonds and performance bonds creates an
unacceptable risk;

- if a client goes to international tender, to six
or eight firms, the cost of producing a bid
(anything up to £100,000) is not justified by
the odds against success;

British contractors prefer to go for other contracts
and so long as they can keep busy, why bother with
'hospitals: the DHSS should be careful about pushing
contractors towards hospitals, if they can get more
profitable work in other fields;

German contractors who, apart from being very

efficient, have their own consultants (architects,
engineers, etc) and can produce a complete

"in-house" proposal, whereas the British contractors
have to form consortia with the risks already described;

many of the contracts taken on by foreign contractors

are not yet completed and it has been suggested that
these contracts may not in the event prove profitable;
for example on the recent Middle East experience of

Belgium and Italy.




%3.21.5 Joint Marketing: it is possible that some of the British

problems, eg in USA, could be helped by Joint Marketing
‘ schemes. This has often been discussed by DHSS and one
or two small schemes have been started; but British industry
does not respond well, and indeed may not be structured
- to do so.

servicing: one of the stock criticisms of British companies

is their failure to provide adequate servicing; and this

is probably also true of foreign competitors. Some magjoxr
foreign companies can provide servicing from their "corporate"
depots; but in the UK the medical equipment offshoot is often
on its own and there is no corporate presence in spite of the
huge resources of the parent compauy.

DHSS have arranged several meetings of BHEC to discuss the
problem and, while no joint effort was possible, two firms

have offered to supply servicing: so far little has resulted.

Import Substitution: in pressing for greater support in the home
market for British products, there is the obvious risk that giving the
home industry a captive market will take away initiative and
competitiveness, resulting in a poorer and more expensive product
for the home market with the company priced out of the export
market. But more inward investment, directed at foreign companies
expressing a willingness to re-export,offers a way forward and

is part of the IEDl philosophy.

5.22 Noneiheless, most of those we have consulted believe that we
are losing out unnecessarily to our overseas competitors, and
this view has been supported by the conclusions in a recently
published report by the National Economic Development Office

on "The UK's performance in export markets ... "(this report is
concerned with British industry at large) which concludes that:

- to00 many companies have treated exporting as a marginal
activity, rather than integrating it fully into their

operations;

companies have deveted insufficient effort to increasing
competitiveness in non price terms. Foreign firms
seem to have paid more attention to this aspect of

exporting;




UK firms have spread their exporting effort too

widely over different geographical markets. They

need to concentrate more on key markets and try to
- match their competitors in the resources devoted to

exporting to them;

improvements in non price competitiveness have played
an important part in the West German approach which may
now provide a particularly appropriate lesson for the
UK and its industrial companies.

In short, UK companies have been relatively unsuccessful, compared
for example with France, West Germany and Japan, in those markets
offering the biggest opportunities for export sales and with the
most rapidly growing potential in which UK performance was
relatively good to start with. These conclusions in respect of

the UKL's share of world exports of manufactures seem to apply

with equal force to health care exports, a field in which non-price
factors - such as skilled personnel and acquired expertise in

the DHSS and NHS - could be exploited much more in support of a
more selective and concentrated exports drive.

Specific proposals for change

3.25

411 of this suggests an urgentneed to bring closer together the
attitude of mind and actions of thc Government Servant, the British
exporter and - through Ministers - the country;so as to develop

and present to our competitors, at all levels, a much more
selective and single-minded approach tc the tough business of
earning our living abroad and to provide for our basic
requirements at home. The following specific propesals for

change are designed with this end in mind.

- a health care exports strategy for the 1980s

5.24 DHSS needs to encourage industry to draw up an outline strategy,

to guide its activities in support of health care exports in the
1980s, in close consultation with other Government Departments
concerned and overseas Posts and interests.and the NHS. In

devising this outline strategy industry's aim should be to:




Specify the health care objectives for export purposes: e€g

to market the acquired professionalism and expertise
of the NHS and DHSS;

to boost UK sales in overseas markets;

to strengthen the home market for export purposes;

to concentrate on "susceptible" markets, "winner"

companies and "assured" products:
39) ;

and determine the main steps necessary to achieve such
objectives.

5.24.2 Clarify the main constituents of the UK health care product: eg

training and education programmes for key
professional groups;

identification of health care needs and plans to
meet them, including methodology to guide resource

allocation;

prevention and primary care programmes, including
disposable supplies;

- professional macro-planning and design of health care
facilities;

construction of health care facilities;
equipment of health care facilities;

disposable supplies for health care facilities;
commissioning health care facilities;

staffing health care facilities, in theory and in
practice (seconding key NHS/DHSS staff on site overseas);




organisation and day-to-day management of
health care facilities;

maintenanoce and upgrading of health care facilities;

continuing supply of drugs and dressings and other

disposable supplies;

identification of need for changes in health
care plans and provision to meet changing health
care needs;

and identify and categorise those constituents on which

to concentrate for exports purposes. Some constituenuis,
eg training and education programmes, may produce no

immediate benefit or may simply cover their costs,but may

result in the longer term benefits reflected in other
constituents. Some may prove to be inappropriate.

Establish the capability of home industry to deliver
the UK health product in overseas markets: eg

categorisation of home industry through professional
assessment of its strengths and wesknesses, and
potenvial for growth in the export markets;

identification of particular product strengths

in overseas markets;

identification of particular companies to deliver
the UK health care product, in whole or in part -

singly or in consortia;

assessment of the potential for structural change
in home industry, and its representative bodies,

for export purposess;

and identify the key steps necessary to improve

export performance.

Identify the overseas markets most susceptible to
penetration by UK health exporters delivering the UK

health product: eg

He




those where there is a history of the UK
approach or where there is no established

counter-UK system;

those where the market conditions - especially
non-price factors - favour the UK approach, or
where the overseas Government is prepared to
override the normal market conditions on a

Government to Government basis;

those where price factor could work in favour
of the UK product;

other potential new markets, with money to
spend on the UK product;

and determine the priority to be attached to the

exploitation of particular markets.

Specify the Government 'cement' needed to hold

together the main elements of the strategy: eg

Government statement on the imporvance of exports
and the approach to national single-mindedness;

!

London Teaching Hospital "Shop Window'" for

British health care industry and its products;

Government backed, industry run, "quality

assurance" system - ie "approved exporter by

Qo

appointuent to DHSS and NHS";

Government to Government "back to back" contracts;

1

Government finance to back health care export drive;

DHSS and NHS personnel, and their professional
bodies, encouraged to make themselves available

to assist the export drive in overseas markets;

and assess the priority to be attached to particular




tested against:

Government policy on general support for export activity;

pfomotion of activity, in support of home industry; Aid/Trade
_ relationships; the net added value of production in UK; and,
priorities for attention by identified Ministers.

FCO/ODA Country assessment reports on general economic

and political requirements most in need of Aid/Trade
assistance.

Trade/Industry market survey report identifying specific

overseas markeivs for UK to penetrate; and, specific
home markets for UK to support and promote.

Wider Health requirements which are the specific concern

of other Government Departments such as environmental
health provisions, pure water supplies, sewage disposal,
clean air, chemical etc control, food hygiene and health

and safety at work.

DHSS Ministers'! views about main priorities to be observed.

Industry/Consultancy views about the role of Government in
health export promotion, and hume industry sponsorship and

support - as a major consumer and production department;
the needs of the market; and, the capability of Industry.

NHS views about major user, consumer and production
department practicalities in the context of buying for
the NHS; and overseas activities of NHS personnel which
night be used in support of export drive;

Defence Sales Organisation views about the possible links

between their sales promotion activities and those required
for health care exports; and about how the organisation of
DHSS/BHEC activities might benefit from the Defence Sales
example.




3.26 In reporting the case for change as seen by all those we have
" consulted we have tried to deal fairly with the present system,

‘and at the same time to identify the main points required in the
new approach we propose to overcome the observed weaknesses in
present arrangements. We now intend to go further and indicate
how we propose those concerned should meve from the present
system to what we recommend for the future. Our main recommendation
is to dismantle the present DHSS organisation, as represented by
IED2 and HBO, and to replace it with arrangements more suited to
present and future needs, at some saving in cost and with greater
efficiency and effectiveness, while at the same time ensuring that
the DHSS continues to support an exports effort which must be
spearheaded by industry. ‘

- a merger of functions within DHSS

%2.27 There is clearly a need both to merge the main export activities
in DHSS, and to bridge the gap between industry's specific
commercial needs and DHSS and NHS expertise. But this must be
done in a way which provides essential Government support for
industry's exports strategy without compromising the traditional
impartiality of the British Government in the eyes of overseas
Governments and interests; and without giving undue emphasis to
particular UK companies or products. We believe that we can best
achieve this objective by adopting the team approach to the task
of assisting industry to develop a more explicit strategy for
health care exports;and to deploy . DHSS' limited = resources more
effectively in support of this strategy. The function of the
team would be to attract the confidence of industry as their guide
to the use of DHSS and NHS expertise in pursuit of overseas irade,
in keeping with the requirements of the agreed strategy. The
team will need to be kept small, and dynamic; with a constantly
changing membership through the co-option of particular
specialists, within DHSS and the NHS and across Whitehall (depending
on the specific requirements of industry's strategy or overseas
Governments and interests and the needs of an individual contract
at any one time). It needs to be small, so as
to ensure both that it cannot arrogate to itself jobs which industxy
should do,and that it must work closely with and depend on
industry's representative bodies. This close partnership with
industry should then serve to give the team authority within DISS
and Whitehall; and it will relieve all those others concerned in
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DHSS from qualms of "commercial contamination" by providing an
‘ official filter. Its overriding aim should be to ensure that
'all aspects of DHBSS exports activity are conducted within a single
framework of strategy and tactics in support of industry's spearhead.
In short, it will replace a plethora of freelsnces by pointed,
improved, control.

%.27.1 We therefore recommend that a health care exports team should

be established within DHSS to assist industry to draw up

a strategy for the support of health care exports in the

1980s, in consultation with the British Health-Care

Export Council (BHEC), other Government Departments, the NHS and
overseas Governments and interests. '

We cannot possibly specify the precise organisation of functions
within DHSS, in advance of the production of the proposed
strategy and without having the time or authority - within

our terms of reference - to examine the other Groups in DHSS
and in other Government Departments which might be

affected by such a strategy. But we are clear that we do not need

nearly s¢ many people as are directly employed on these activities
at present; and that the present, divided, organisation needs to
be replaced by a single, new, small, authoritative exports tean
to provide an interface with industry, Whitehall and overseas
interests. The team must be of sufficient standing, and be
afforded adequate power and speedy access to top management and
Ministers, so as to ensure that industry, and overseas Governments
and iaterests get results from approaches to DHSS, NHS and Whitehall.
3.28.1 We therefore recommend that the heslth care exports team
should comprise two full time members from DHSS, at
Assistant Secretary level (say, drawn from Industries and

Exports Division and Works Group as representatives of

present interests, with one to be nominated leader) and

should have the authority to co-opt more

members as necessary - drawing from DHSS Scientific and

Technical Branch, from the NHS, from FCO, from the

Department of Industry, from the Department of Trade and

from the Defence Sales Organisation., and from outside industry.
- Involvement of Top Management

5.29 At present senior management exercises control of DHSS exports
activities through the Exports Steering Group, representing Supply,
IED, Works, Medical and Nursing Divisions interests, broadly at
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Under Secretary and Deputy Secretary level, under the Chairmanship
of the Deputy Secretary Regional Group. We think this Group should
continue to provide the right forum for the consideration of
strategic issues and the exercise of senior management functions.
The Group's membership will need to be broadened to reflect the
other Divisions and Groups in DHSS with an interest in exports
activity and overseas interests; and the main thrust of its
activities should be supported explicitly from time to time by all
interests at the top of the office and by Ministers, for example
through periodic discussion of the exports strategy by the
Permanent Secretary's Health end Personal Social Services Strategy
Committee. At this stage, pending the development of industry's
strategy and the iacentification of the particular elements and
interests requiring DHSS support, we do not think it appropriate
to place the team in a strict, line management relationship in
cany particular DHSS Division or Group; and, we believe that the
team will gain more strength in partnership with industry if it
continues to be seen as free of the bureaucracy with reasonable

authority to act speedily and unconventionally on its behalf in

keeping with an agreed strategy.

%.29.1 We therefore recommend that the Health Care Exports Team

should report to the Deputy Secretary, Regional Group, in

his role as Chairman of DHCS Exports Steering Group;

and the membership of the Steering Group should be broadened

to reflect Personnel, Finance, Regional Liaison, and Health Servics
Development interests.

- Liaison and support within DHSS

%.50 To provide an effective co-ordination point for health care
exports activity within DHSS and across Whitehall, and develop
an authoritative interface with industry and overseas Governments
and interests, the health care exports team will need to develop
strong working links with the main Divisions and Groups within
DHS5S. For this purpose, each main Division or Group likely to be
affected by industry's strategy will need to identify, within
their existing resources, focal points; to provide a channel
through which their specialist divisions can make available DHSS
and NHS expertise in respcnse to specific requests from industry,
Whitehall and overseas Governments and interests. These focal

points would not be called upon themselves to undertake exports
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activity: their function would be to ease the path of the health
care exports team in making the essential contact, quite often
against tight deadlines, between available specialist expertise

in the. DHSS and NHS (including the consultancies and companies
these bodies normally deal with) and UK exporters, representative
"bodies, Whitehall departments and overseas Posts, Governments or
interestsrequiring such assistance, in keeping with industry's
agreed strategy for the support of health care exports. Equally,
the team would not be expected to engage in overseas travel or
undertaske specific exports activity on the present pattern : teanm
members would clearly need to "get their feet wet" and establish
the necessary contacts in selected overseas markets, or ensure that
such expertise was available within the team at any one time; but,
in general, their role would be to support industry, overseas iosts

and. the DHSS/NHS "specialists" identified by focal points, in

such activity. For example, a Works. Group focal point would be
responsible for identifying quickly at the request of the team
specialist works professionals in DHSS, NHS or approved private
firms to meet the specific requirements of the particular exports
activity. Supply Division and Scientific and Technical Branch
focal points would carry similar responsibilities for identifying and
conveying specialist information or assistance from the home
market - private firms, the NHS and the Supply Council - for
similar exports purposes; and for securing a much closer
relationsiiip between a strengthened home market base and exports
activities. An International Relations Division (IR) focal point
would provide the necessary link for exports purposes to wider
international relations across Whitehall and between Governments,
and the intermnational bodies in the health care field; and would
serve to aveid some of the present duplication and overlap between
the activities of IED2 and HBO and IR, eg in arranging DHSS and
NHS programmes for inward missions or overseas visitors and in
briefing Ministers and the top of the office on the international
relations aspects of exports activity. A Regional Group focal
point would be responsible for bringing NIS interests much more
into the act in support of the exports effort; and for conveying
to the NHS a much clearer line on industry's exports strategy and
DHSS activities in support of this strategy, including the general
relationship between NHS buying policies, the home market base and
exports activity.




We therefore recommend that DHSS Supply Division,

Scientific and Technical Branch, International Relations Division,
Finance, Health Services Development, Personnel, Regional and
Works Groups and Medical and Nursing Divisions

should each identify a focal point, within their existing

resources, to respond to the exports team and to the
requirements of the health care exports strategy for the 1980s.

-- Involvement of Industry

5.%21 The general thrust of the case for change is that industry, through
its representative bodies, should be encouraged and assisted to
take on the role of spearheading the exports effort, at the expense
of much of the present DHSS activities. But we have had exprecsed
to us doubts sbout the capability of industry to put its present
house in order let alone take on more, demanding responsibilities
from Government. There seem to be two main arguments aguinst any
such shift in the burden of responsibility for supporting health
care exports. The first is that the BHEC has failed to take on
this task in the past and has not the ability, inclination or
resources to take it on in the future. It is argued that companies
will not cede to it more power, or subscribe more money, until
BHEC demonstrates that it can deliver more of the goods; and that
BHEC cannot provide such a demonstration until it has more power
and substantially increased resources and facilities. The second
argunent against such a change is that the present DHSS activities
are seen to be undertaken in a neutral and impartial way on behalf
of Her lMajesty's Government, without favour to individual companies
and without commercial influence on overscas Governments and
interests, and BHEC would tend to be seen as a commercial
orgenisation promoting the special interests of those companies
represented on its governing bodies. Our view, based on full
discussiocn of these issues with those industrialists at present
in charge of the BHEC and those others who might be described as

driving forces in industry, is that it is time to face industry
and BHEC with the challenge presented by such a proposed shift
in the burden of responsibility for exports activities; and that
there are sufficient people of authority in industry ready to
accept The challenge and see the necessary changes through.




Especially, as bigger challenges are already being faced up to
by industry at home in the shape of the creation of BHTIC and
the Supply Council. But if, despite Government assistance during

a gradual period of trantition, the worst fears of the critics are

confirmed and BHEC is unable, for one reason or another, to play
the role on behalf of industry that we believe it should, then
either DHSS would have to revert to its present role or other
avenues would have to be explored. The neutral and impartial role
of DHSS could not be taken over lock, stock and barrel by BHEC,
since it can never become a department of Government; but DHSS,
Whitehall and overseas Posts could, over time, do much to assist
BHEC to assert and establish its impartiality in the eyes of
overseas CGovernments and interests, esnecially as the proposed
DHSS exports team would be working to an agreed industry strategy
in close partnership with BHEC. We are clear that if industry,
and its representative bodies, is to succeed in this it must
reorganise itself to take on these new functions and demonstrate
to all concerned the effectiveness of its new role, as the
spearhead for health care exports in close partnership with
Government. But since similar attempts have been made in the

past to assist BHEC to strengthen its role, for exaumple through
the recent grant from the BOTB, and the Government is now
re-examining all such aid and cutting down on "Quangos", it will
be most important for DHSS and BHEC to be quite specific in advance
about the new functions which BHEC will have to take over from
DHSS. For example, overseas travel and outward and inward missions
and country visit and market reports pointed specifically to the
requirements of industry.

51.1 We therefore recommend that BHEC should be expanded to take

more, specific, health care exports functions on behalf of
Industry, including most of those at present undertaken in
DHSS by ITED2 and HBO, the British Consultants Burcau, the
Overseas Projects Group in the Department of Trade and
individual Trade Associations; and should provide the channel
from Industry (pharmaceuticals, equipment, supplies and
works) to Government on those exports activities which
require a partnership between the DHSS exports team and BHEC.




. - Transitional help from DHES

It .has been put to us that although British firms accept the
need for Industry and its representative bodies to do wore ,

they are unlikely to cede more power to, say, the BHEC or accept
a significant.increase in its subscriptions unless they first
see precisely what will come to, or be expected of, them in
return. We can understand this natural reaction given the
fragmented nature of the industry and its many disparate elements,
from which it both draws its basic strength and ' suffers its
major weakness relative to Government. Bul the general view

of those we have spoken to suggests that the long term aim

should be for industry, in parallel with the action proposed

for Government through the health care export team, to create

a non profit waking agency designed to encourage the necessary
restructuring of industry at home and from this strengthened

base to boost export activity by British firms and provide a

shop window for potential clients and others from abroad. Such
an agency would need to be self financing, free of and yet
collaborate fully with Government and able to take an objective
view on behalf of Industry free from individual company pressures.
We believe that it is for Government to encourage Industry to
move in this general direction by assisting it to take the first
steps. But, as explained above, it is important that such
transitional help from DHSS should be seenlac the most cost
effective way of transferring functions from DHSS to BHEC, so

ac to achieve the longer term savings in DHSS cxpenaJture and
the strengthening of a free-standing BHEC, and not as further
general grant aid to a "Quango".

We therefore recommend that DHSS should assist BHEC with

this reconstruction, for a transitional period not
exceeding three years: by seconding to BHEC one Principal
and two Zxecutive Officers from IED2; and by providing
financial assistance, up'to a limit of one quarter of the
existing headquarters administrative cost of IED2 and HBO,
to fund specific functions identified in the exports
strategy for the 1980s. In addition, DHSS should make
available suitable space, surplus to NHS requirements -
preferably in a London teaching hospital, to house a new
working administration and NHS display centre to support
industry's long term health care exports effort.

41




-~ pharmaceutical exports

5.2% We have reported above the suggestions of the pharmaceuticals

companies for a more efficient bureaucracy, in terms of the
requirements of the medicines legislation and exports documentation.
These companies have recognised, quite fairly, that, given current
constraints on public expenditure and civil service manpower ,

DHSS might only be able to act on their suggestions by reducing
expenditure on present activities elsewhere in the Department -~
such as IED2 and HBO. But the pharmaceutical companies also
recognise that they would be more able than other companies

in the industry to cope with such a switch in DHSS priorities

e
since in general they do not use the services of HBO and they do ncs

rely very much on the exports services of IED2. In general,

the pharmaceuticals companies rely heavily on the services

of the branch responsible for operating the Pharmaceuticsl Price
Regulation Scheme - which is outside our terms of reference -
(IED3), and Medicines Division, which concentrates on the
legislative and regulatory requirements of these coumpanies. They
are therefore not directly affected by our exercise. But we think
the representative bodies for the pharmaceuticals companies

(the Association of the British Pharmaceutical Industry - ABPI -
and the Proprietary Association of Great Britain - PAGB) should
consider re-assessing their priorities in the light of the changes
we propose for BHEC and DHSS,with a view to forging closer
links with BHEC and DHSS as part of a national exports drive.

For example, at the tactical level the ABPI and PAGB might consider
extending their joint exporters meetings to cover the members

of the DISS health care exports team and BHEC representatives from
other parts of the industry. At the strategic level, the ABPI

and PAGB might consider,in partnership with DHSS and BHEC, what
they could do to influence the main constituents of industry's
proposed strategy in the light of their relatively wider experience
of exports activity. We have seen some detailed work to this end
already undertaken by one Principal in IED2, in order to give
greater priority in IED2 activities to the requirements of the
pharmaceuticals companies, which appears to be welcomed by the

PAGB and some member companies of the ABPI; and it might be possible
for these bodies to build on this work for their own purposes.




encouraged to extend more of their exports activities to
include representatives from DHSS and BHEC; and to work
more closely with each other and with DHSS and BHEC in the
BHEC's development of a health care exports strategy for
the 1980s.

- The future of IED2 and HBO

5.54 The effect of all these recommendations is that the DHSS should
both undertake a lot more and do a lot less. For example, if
the BHEC can be reorganised tc take over most of the existing
activities of IEJ2 and HBO, then the present DHSS officers could
be released for other duties - including those directly in support
of the BHEC as identified above. At the same time, DHSS (and NHS)
exports effort should be radically reorganised and redirected in
keeping with industry's exports strategy for the 1980s; to include
the development of the DHSS health care exports team, focal
points and specialist experts as proposed above. Meanwhile, as the
strategy for the 1980s is being developed, the DHSS could arrange
if necessary for appropriate DHSS officers travelling abroad on
other health care business to make themselves more aware of the
exports objectives of DHSS and Industry (eg the health care exports
team should provide them with a document distilling the essential
elements of the exports strategy for the 1980s). We have seen a
list of overseas visits by 61 DHSS officers approved during one
month by the International Relations Division. This suggests that
it might not prove impossible for DHSS to find sufficient,
appropriate IHSS officers travelling abroad on other health care
business each year to undertake some of the commercial fact finding

and contact making activities at present undertaken by the 12 IED2/HRO

travelling officers; if this became necessary during the
transitional period or, even, as part of industry's longer term
strategy. If a similar list could be produced showing the overseas
travel programme of the NHS, it is likely that even more such
activity would be revealed with a potential for exports promotion
activity either by DHSS/NHS of BHEC. All this would therefore make
it possible for DHSS to phase out IED2 and HBO as the gradual
reorganisation and redirection of its effort, through the exports
team, focal points and BHEC, gradually takes effect. Thus DHSS,
far from reducing its total input in support of industry's exports
efforts would actually be able to increase it - through the team
and focal points support for BHEC -~ and yet at the same time make
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savings in administrative expenditure - through the salary costs
and travelling expenses of IED2 and HBO. And the full cost of the
exports team would only be carried for the time it took industry
to draw up its strategy, say a year or two - after which the costs
of the team would depend on the detailed role it was required to

pléy in keeping with the continuing reguirements of industry's

strategy - say the salaries and expenses of the one or two full
time members and their secretaries.

5.54.1 We therefore recommend that the DHSS should gradually

phase out its present activities in support of health

care exports, including the present branches - IED2

and HBO - concerned with these activitics, as the health care
exports strategy for the 1980s is developed and implemented and the
BHEC and the DHSS gradually build up their new roles. The

aim should be to make significant headway by the end of

1980 and to complete the transition by mid 1982, when

only the two full time team members (supported by focal

points and their Divisions and the BHEC) might be required

in DHSS.




Part 4
TMPLEMENTATION AND ACTION PLAN

We think that all the above proposals should be implemented

as part of a coherent programme. This will need to take account

of existing commitments, particularly the already approved

IED2/HBO travel programme for 1980, and the operational and
financial constraints under which the DHSS and NHS will be

vorking during the transitional period we recommend. dlas. s
lmportant that change should not be rushed and that all concerned -
DHSS staff, industry, the NHS and overseas Posts, Governments

and interests -~ should be given the cpportunity to comment on

and react to our proposals so that the necessary transition

can be handled sensitively without damaging essential interests

e
in the continuing, national exports drive. We should not like

our proposals to be seen as a destructive comment on the past

or a requirement for immediate change: we have already
acknowledged fully the expert and demanding roles undertaken by
the DHSS officers concerned with exports activities; and it is
our intention te build on this past investment and prepare the
ground for a necessary new approach by the mid-1980s, when staff
changes in DHSS would have in any event pointed to the need

for change. For this reason we would like to see our report
published as a basis for full and detailed consultation with

all concerned in DHSS, Whitehall, Industry, the NHS and

overseas interests. We describe below a possible programme,
which will need to be filled out in detail separately, to meet
the needs of staff, management and the wider interests identified
in the report. A more detailed action plan, proposing the first
steps likely to be necessary by DHSS to implement our specific

recommendations, is at Appendix XI.

1l : the current financial year would be taken up with:

.

Ministerial decisions on the contents of the report

and approximate timescale of impleumentation;

public announcement of main changes to be made and

timescale involved;




appointment of the health care exports team to
direct DHSS operational planning and strategic
developments, to secure agreement to a detailed
implementation: programme and to Supervise

implementation over the next two years;

feasibility studies : with overseas Posts and
interests, to establish how British interests can
be advanced against our main competitors; with
central departments, to establish a methodology

for balancing DHSS exports costs and benefits;

with recipients of TOOs' reports to identify
the key information required by such a process in
the future; and, with BHEC on the practicability of
the changes proposed;

consultations with BHEC, PAGB, ABPI and, through them, the
representative bodies; within Whitehall; and with
overseas Posts and interests ; and with the NHS.

1981-82 : this year would be concerned with implementing most
of our major proposals and changing systems to cope with
the adjustuent in the balance of activities between DHSS and

Industry:

2

4.5.1 distillation of acquired expertise and information
of IED2 and HBO as part of the handover to BHEC,

PAGB and ABPI and overseas Posts;

secondment of IED2 staff to BﬁEC;

financial assistance from DHSS to BHEC;

establishment of an effective "door opening'/focal point
mechanism with DHSS, including a "window on

Whitehall", across industry (pharmaceuticals,

equipment, supplies and works) and with overseas

Posts and interests;

identification of barriers to more successful exporting
within Government to be overcome as part of DHSS

strategy for 1980s : eg




status of commerce: coumercial awareness

programmes for FCO and professional staff;

finance for exports: covering DHSS, DT, BOTB,

O A

BHEC, ECGD and ODAj;

personnel for exports: arrangements for overseas
(&}

staff secondments to and from DHSS and NHS;

assurance for exports: provision of "Government

cement" at all stages of development and
delivery of the British health care product

overseas,

consortium initiation and wmanagement: to hold

together the British health care product and

British firms in overseas markets.

4.2.6  production of BHEC strategy for health care exports
in the 1980s, for consultation with all the interests

concerned with a view to implementation by wmid-1981/1982.

1982-85.: this would be the first year during which BHEC would
be expected to begin to play its full new role, with DHSS
readjusting its functions accordingly.

Appendix XII ssts out the financial consequences of our
recommendations (at 1979 Ready Reckoner of Staff Costs). The
total effect, together with staffing consequences is summarised

in the following table (a minus sign (~) indicates a saving):

1981-82 1982-85

Total .
Financial (-)£0.02m (-)£0.02m
Consequences

Staffing
Consequences (=)13 (=)24
(numbers)




Appendix I

METHOD OF WORK

il Within DHSS, we spoke to every single officer, of whatever
level, engaged directly in activities in support of health care
exports; to others who have retired or heen transferred from these
activities in recent years; to colleagues indirectly involved in
or affected by these activities; and to the Staff Inspectors who
recently completed an 'inspection of IED2.

B We consulted those concerned with DHSS export activities in

the Foreign and Commonwealth Office, the Department of Trade

(and the British Overseas Trade Board), the Treasury, the Civil

Service Department, the Exchequer and Audit Department, the

Department of Industry, the Overseas Development Administration, the
Export Credits Guarantee Department and the Defence Sales Organisation.

Dl The FCO invited written comments on our Study Plan from the
Heads of UK Commercial Departments in Abu Dhabi, Algiers, Budapest,
Caracas, Dubai, The Hague, Kuwait, Lagos, Milan, New York, Oslo,
Tokyo, Bangkok, Cairo, Jakarta, Mexico City, Sydney and Zurich.
These Posts were selected so as to provide a representative sawple
of all Posts, whether or not they have experience of DHES activities

overseas.

4, We spoke at length by telephone to the Commercial Departments

in Egypt, Kuwait, Oslo and Zurich,to follow up their written comments,

and to a commercial officer in Israel.

5is We visited professional and trade associations - the Association of
the British Pharmaceutical Industries, the Proprietary Association

of Great Britain, the British Consultants Bureau, the British Health-
Care Exports Council, the Export Group for the Constructional Industry,
the British Health Care Trade and Industry Council, the British

Surgical Exports Group. wWe consulted individual members of their
governing bodies; and also representatives of individual companies

who are members of the governing bodies of other professional and

trade associations.




6. We spoke to the managing directors, Partners, marketing

directors, or export managers of over 50 companies and practices -

including pharmaceuticals, medical equipment and supplies, and

building and engineering contractors and consultents -~ and including
all those recommended by thdse within DHSS directly or indirectly
concerned with export activities, as well as some chosen at random

by us and recommended by others inside and outside DHSS.

78 We consulted the National Economic Development Office about
their paper - "The UK's performance in Export Markets ..."; and to
representatives from City University who have recently held some

City/Industry/Whitehall seminars on exports activity.




an

-

1J S3eJedses Of

1TdsSoy UT 9pe.I] SeasISA0 ,

axe ssaan3

; q
STED LANS0BWIEUJ

BUTIo U LS

ieTe
RS

20Uue
LoopP

.
08

muaue JI9¢
0 3TSSD

T7
¥ s
(o

—.--
\STUO0O
LI2AOCT

n

[
O L

A=
+ L

2,
Pt

1

sqx0dm7

TA2Id U

S 10U S9.In3T

N
24

a2k sno

-
qexeduod AT30Ta

aoueTEg

T.TIY

sagodxg
SWO 1SN

aT

=l
0
3

i
XTI

sagodm
8STO

pusaddwy

aosueTeqg




I

.A.l)p endilx
DHSG EXPORT ACTIVITIES : ADMINISTRATIVE COSTS 1979-80

. (source Department of Trade“Export Promotion Budget")

rroportion Cost
& &

Under Secretary 25/60 55,899 12,994
Directing B Grade 45 0N B 24,285
ouperintending Grade 2 27,780** 515 51E10)
Assistant Secretary 15/4 27,487 48,102
Principal Professional and : :
Technology Officer kA2 22N220 B 50
Senior Principal 12/100 24, 886 25058%
Principal : 41/10 2EN286 N A7
Senior Executive Officer o) 19,024 57,072
Higher Executive Officer 5] 16,506 48,918
Executive Officer 6 1653, 05) 78,518
Senior Personal Secretary 25/60 10,701 4,102
Personal Secretary 247/60 9,041 25,164
Clerical Officer 2 8,177 16,354
Clerical Assistant %) 6,914 20,742

541,694
Travelling/subsistence®: IED 35,665
Non-IED 14,000

47,665

Total Activity by Sub Programme

(i) Collection and dissemination
of overseas information

(ii) Trade Promotion

(iii) Other assistance to individual
UK exporters

(iv) Assistance to non-Government
organisations
(v) Information and publicity about
UK industry and products directed
at overseas wmarkets AL
(vi) General advice and encouragement
to UK exporters, including
Award schemes deminimis on annual basis
(vii) Joint Commissions 10 58,936

589,359

*Basic etaff cost + accounmodation + common services - 1978 figures,
updated to include 1 April 1979 salary increase and 15% inflatiénary Fie

**Basic staff cost + accommodation + common services - 1978 figures,
updated to include national 16% salary increase and 15% inflationary
figure.

197870 fictres although expected to be fairly accurate reflection of

1979/80 costs, but not updated5§o'take account of inflation.
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BLeﬂag}“ tasks of 1ED2 have been summarised
as follows:

‘ o preparinzg the ground: making home industry

contacts, collecting market informastion and
liaising with the other Government Departments

and agenciles;

visiting the site: travelling to the territory,

mainly alone but sometimes as part of a UK trade
mission or exhibition, making contacts within
and outside the overseas Government and
interesting potential agents in the general
range of UK products without declaring

particular preferences;

producing a market report: covering general

market conditions and advice on health care
and trade regulations, health care developments

and market possibilities;

trouble shooting: following up at home overseas

enquiries and handling queries arising from

consequential contacts with British firams;
The main tasks of HBO have been summarised as follows:
(the cost of many of these HBO activities is reimbursed
by overseas Governments eg considerable funds in 1979-80 Irom Egypt,
Kuwait, Bahrain: see also reimbursement of travelling costs in
e planning: covering facilities required for Appendix VI)
overall health care provision, and training

of health facility planners;

design and construction: covering specific building
types, from primary health care centres to high
technology hospitals;

upgrading: development of central planning for
extension or remodelling existing hospital

complexes, including fire safety issues;

engineering: general and specific aspects:
the training of hospital engineers;

cost control: covering budget costs, cost

appraisals, cost planning of buildings and
control of contracts.
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Appendix 1V

GOVERNMENT EXPORT PROMOTION SERVICES

Working in close association with the Foreign and Cdmmonwealth Office,
which is responsible for Diplomatic Service Posts (ie Embassies, High
Commissions and Consulates General) abroad, and with the Export Credits
Guarantee Department (a separate Department responsible to the Secretary
of State for Trade,) the Department of Trade

(a) is primarily responsible through its Commercial Relations
and Exports (CRE) Divisions for Government to Government
commercial relations which help create the best possible
climate for British trade in general and with particular
countries. The CRE territorial Divisions are also
concerned with the potentialities of overseas markets and
the most suitable strategies for supporting industry's
efforts to increase exports to them; and

provides a wide range of services to exporters through

the Export Development (ED) and Export Services and
Promotions (ESP) Divisions. ESP Division is the main
provider of services to exporters, whilst ED Division

is primarily responsible for maticvers or policy and finance.
Both Divisions look to the British Overseas Trade Board
for direction on the development of their services to

exporters.

The Department of Trade works closely with the other Government Departments
with industry responsibilities which are concerned with the development

of the export capability of their particular industries, and which seek

to identify and resolve with the industries concerned constraints upon

the improvement of export performance. The Department of Trade also
liaises with the National Economic Development Office (NEDO) and its

sector working parties.

Within the Department of Trade responsibility for co-ordinating and
directing its export promotion services is vested in the British Overseas
Trade Board (BOTB). The responsibilities of the Board are:




To advise the Govermment on strategy for overseas trade.

To direct and develop the Government export promotion services
on behalf of the Secretary of State for Trade.

To encourage and support industry and commerce in overseas
trade with the aid of appropriate Governmental and non-
governuental organisations at home and overseas,

To contribute to the exchange of views between Government
and industry and commerce ian the field of overseas trade
and to the search for solutions to problems.

The Board is composed of businessmen drawn from the public and private
sectors of industry and the City, representatives of the Association
of British Chambers of Commerce, the Confederation of British Industry
and the Trades Union Congress and, finally, of those Government
Departments principally involved in export promotion.




Appendix V
BRITISH HEALTH-CARE EXPORT COUNCIL

1. The British Health-Care Export Council (BHEC is a non-profit
making body that exists to assist in the sale and use of British
expertise, equipment, supplies and services in health-care projects
throughout the world. The council is supported by both commercial
and professional organisations and, though independent, enjoys a
close working relationship with Government Departments, receiving
the very fullest DHSS support.

Cie The BHEC (then the British Hospitals Export Council) was formed
within the King's Fund Centre building in 1964 as a non-profitmel-ing
organisation to assist in the promotion of the design, construction
and equipment of hospitals overseas using British goods and services.
1t was thought its main task would be centred on helping British
architects, consulting engineers, contractors and package deal
operators, but in practice the work of BHEC became more orientated
towards the manufacture of medical equipment. At the end of 1968
BHEC formed a Hospital Equipment Group and with the help of an annual
grant of £3,000 (1969 to 1971) from the British National Export
Council, BHEC built up its own staff and membership. The BHEC enjoyed
office space and facilities at a nowminal charge and was able to

function on a fairly modest income from members' subscriptions until

1975 when it was required to find new accommodation. A request for
financial assistance was made to the BOTB and £38,000 was provided
over 3 years (1976 to 1978) to provide help of a pump-priming nature
for export promotion purposes. The subvention was paid in yearly
instalments on evidence of need and was conditional on BHEC moving
towards self-sufficiency by increasing its income from subscriptions
and charges and generally extending its field of influence and
activity.

G Currently, BHEC membership stands at around 250 companies
(including 190 equipment manufdcturers). Subscription income, scaled
(£100, £300, £500, £1000) to the number of employees of individual
companies, produces some £46,000, which together with sales of
publications and surplusses on promotional activities currently
produces a total budget of about £75,000.




4. As an organisation concerned only with the export function,
BHEC does not have the responsibility of a Trade Association. Its
member .companies are represented by over 20 assorted trade associations.
Following a recent initiative by BHEC, a British Health-Care Trade
and Industries Council was formed by the leading trade association
and will represent 2,000 or so companies, who supply equipment for
the National Health Service, on "home" matters. Although a number
of trade associations undertake export activities in their own right
(eg SIMA - Scientific Instruments - and BSTA - Surgical Instruments
BHEC is regarded by industry and Government as the representative
body for exporters of medical equipment.

i Over the past 3 years BHEC has made many changes towards
improving its effectiveness and its attraction to exporting companies
and a new constitution has been drawn up. The BHEC operates through
a number of standing committees which report through an Executive
Committee chaired by BHEC's Chairman, Mr W Crossland (a Director of
Smiths Industries). The Executive Committee is responsible for
matters of general policy and direction. An "Operations Committee"
(Chairman: Mr N Ripley, Managing Director of Penlon Ltd) deals with
promotional activities and is primarily concerned with the equipment
masnufacturers! interests; reporting to it are 4 export market sub-
committees (Regional Committees) for Europe; Far East; China and

N. America. There is also a Finance Committee and a committee
concerned with hospital building and projects work (Professionals
Committee:  Chairman Mr John Weeks, Serior Partner to Llewelyn
Davies. Weeks & Partners). Provision is made for special exercises
to be dealt with by an ad hoc Strategy Committee (Chairman: Mr

J Poole, formerly Managing Director Intermed). Committee members
are elected from member companies and receive no remuneration for
their services. "Observers" may be invited tc¢ sit on committees
and both the BOTB (GESB) and DHSS (I & E Division) regularly attend
meetings of the Executive and Operations Committees.

6. The BHEC has a permanent Secretariat of 3 full-time and one

part-time executives and 5 Secretary/Clerk-Typists. The office is
at present run by Mr J Harris (Secretary General). There is a post
for a Director (created over 2 years ago) but apart for a period cof
© months at the beginning of 1979, the post has remained vacant.
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‘ s The BHEC is an extremely active body and there are few areas
connected with the promotion of the industry's exports in which it

is not involved. For exemple:

7.) sponsor of British groups with Joint Venture support
at overseas exhibitions and manning industry information
stands (about 18 events each year);

organising BOTB supported missions to overseas markets

(about 2 a year);

orgarising BOTB supported Inward Missions (one

each year);

running UK Seminars on selected export markets and.
on special topics - eg Product Liability; US Medical

Devices Legislation (about 3 a year);

publication of & Directory of members' products and

services (every two years);

publication of a Weekly Bulletin to members containing
details of export opportunities (obtained mainly from
EIS) and other export markcting information;

distribution among members of market reports produced by IED2;

7.8 representing the industry in contact with Government
(and others) on export related matters;

7.9 advising industry on export matters (with reference to
BOTB and DHSS as appropriate);

7.10 recruitment of new members.

8. On 28 December 1979 BHEC became incorporated under the Companies
Act and is now known as the BRITISH HEALTH-CARE EXPORT COUNCIL LTD. It
is intended to hold a special meeting for BHEC Ltd member companies

in the Spring of 1980, to inititiate election procedures to the main
BHEC Ltd committee, as specified in the Memorandum and Articles of
Association and Bye-Laws. Meanwhile the present Executive Committee
continues to oversee the running of BHEC Ltd and has appointed Mr

W Crossland as Chairman of BHEC Ltd and Mr Jack Harris as Secretary

of the new company.
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Appendix VI

OVERSEAS VISITS BY IED2 Lo975-1980 GEOGRAPHICAL SPREAD AND
MAIN PURPOSE (the figures in bIaCthu provide a rough indication’
. of the travel costs involved, exclusive of salary
costs which have not been calculatbd separately)

“Country

1976

1977

1978

)

1960

Algeria

A(£331)

Argentina

B(£403)

Australia

C(£1000)

Lustris

B(£588)

B(&£265)

Bahrain

D(£450)

B(£265)

Belgium

B(£217)

Botswana

I e L

B(&£403)

Brunei

B(£450)

Cameroon

Canada

B(£1000)

Costa Rica

China

Czechoslevakia

Denmark

A5
D

Dominican

Republic

A(&£262)

=
evnt
oy

C(£737)

Bl

B

Finland

BE&D(£335)

France

B(£1548)

B(&425)

B(£381)

Guatamala

Haiti

A(£262)

Hong Kong

B.B 4JB’C(5452)F,C(51026P @

A First Su.vey, B Follow up, C BHEC Missiocn,

* SINMA

“Broazad

countrles visited.
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Country 19 s 1978 1979

Pungary B(£265)

Iceland

India _ A(£577)

Indonesia B(£450)

Fris B+C+D
e - (£2893)

irag C(£384)

Irish Republic

Israel ! B(£783)

Italy ) B(£950) B(£800)

Lvory Coast A(£904)

B(£1793)

c{&584)

B(£459)

Kuwait B

Lebanon ; 350 B(£%22)

Libya ; _ |B(&322) B(&£322)

Malawir A(£459)

1

Malaysia # C,B(£1139|B(£1069)

Malta

Mexico

Morocco A(£351)

Netherlands B B

New Zealand B

Nigeria Dﬁ%§95O> B(£983%)

Norway . |B{&640) e B(£875)

Oman B(£612)

Panauna

Paraguay

A First Survey, B Follow up, C BHEC Mission, D Ministerial visit
# These include "working" transit stops.
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Country

1975

1977

LI

;‘Ll ippines

A

B

FPoland

C+B(£448)

Puerto Rico

A(£1183)

Qatar

B

fthodesia

Romania

Sandd Arabia

B(&£682)

3

B.,I
(&490)

B(£495)

Hilerra Leone

Cingapore

C(£%66)

C,B
(£1069)

oouth Africa

B(£560)

Bouth Korea

Spain

B(&424)

oudan

A(£357)

B(£322)

oweden

switzerland

oyria

C(£364)

Namzania

A(£459)

Thailand

B(&£%66)

Turkey

UAE

B(£904)

B+C
(£163%)

Uganda

USA

B(£1191)

D(£400)

UbisR

B(£1105)

B

Venezuela

RBLC
(£262)

West Germany

B+C
(£1535)

I’3+C
(£492)

YAR

A

Yugoslavia

B(£242)

Zambia

A First Survey, B Follow up, C BHEC Mission, D Ministerial visit

* SIMA

# These include "working" transit stops

&0




OVERSEAS VISITS BY HBO 1977-1979 :

Appendix VI

ke

GEQGRAPHICAL SPREAD AND

. MAIN PURPOSE (the figures in brackets provide a rough indication
of the travel costs involved, exclusive of salary
costs which have not been calculated separately)

COUNTRY

LY

1978

Bahrain

A,B(L4131)

B,B(&4848)

Belgium

A (£114)

Canada

AC-),

Egypt

. A,B(£2258)

B,B(£34%2)

Par East

A(£1944)

France

A,B(£18%)

I ran

A,B(£1077)

Jordan

A,B(£1949)

B,B(£1268)

Kuwait

A(£305)

B,B(&£1124)

Lebanon

A(£815)

Libya

(=)

Manila

A(£1986)

Mexico

Nigeria

A(£1209)

Norway

A(£549)

Portugal

A(£469)

Saudi Arabia

A(L£826)

South Africa

A(£960)

A(£412)

A(£558)

A(£2210)

A(£2115)

A First Survey, B Follow up, (-) No charge
*Broad division of the round trip costs between the various countries

visited.




Appendix VI

) FOR WHOM PROGRAMIME PREPARED BY IED2

I NUMBER OF OVERSEAS VISITO:

Country

if 1978 1979

Algeria
Argentina
Australia
Austria
Bahrain
Belgium
Brazil
Bulgaria
Cameroon
Canada
Chile
China
Costa Rica
Czechoslovakia
Denmark
Ecuador
Egypt

Bl Salvador
Finland
France

GDR

Ghana
Greece
Hong Kong
Iceland
Indonesia
Iran

Irag
Israel
Ttaly
Japan
Jordan
Kenya
Xuwait
Lebanon
Libya




Country

e . b b A A bt Y b 0

Malaysia
Malta
Mexico
Netherlands
New Zealand
Nigeria
Norway
Philippines
Poland
Portugal
Qatar

Saudi Arabia
Silerra Leone
Singapore
oouth Africa
south Korea
Spain
Sweden
Switzerland
Thailand
Trinidad
Turkey

UAL

USA

USSR

Vene zuela

West Germany

Yugoslavia

Vo)

2
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Appendix VII

QUANTIFIED BENEFITS OF DHSS ACTIVITIES

A BUMMARY OF SOME TED2 INITIATIVES

Middle East -~ ABPI's Annual Report 1978/79 stated:

"A joint industry-DHSS mission to Syria, Jordan, Irag

and Iran took place in April 1978....The mission had
excellent opportunities to put to the Health Ministers
and other leading figures in all four countries the case
for reasonable prices, assured quality and the innovative
record of the pharmaceutical industry in the UK. DHSS
involvement clearly added considerable weight to our
arguments and their support was greatly appreciated..."

2l Nigeria - Shanning, an equipment package company, in 1979 signed
a & contract to supply equipment for 260 health centres and clinics
in Nigeria. DHSS persuaded the Federal IMinistry of Health to accept
an equipuent schedule for the clinics, and a small consortium of
British firms to pay for the scheduling to be done by one of their
number, so that the equipment list could be forwarded to the Nigerians

QA

under the DHSS name.

Egypt - Shanning obtained a contract valued at about #5m to equip
a private hospital on the direct recommendation of DHSS.

4. USSR - Portex (Smiths Industries) concluded in 1977 agreements,
valued at £1.25m for the supply of plant and technical expertise for
the manufacture of medical plastics and at £2m for manufacture under

licence in Yugoslavia, resulting from IED2 work on the secretariat of the

Anglo-Soviet Working Party on Technological Collaboration of Medical
Equipment and Instrumentation.

20 China - Through the close relationship developed between IED2 and

the Chinese medical authorities:

5.1 arrangements were made in January 1980 for a senior team from
Portex to visit Peking to make a series of technical
presentations, as the next stage in negotiations for the
erection of a medical plastics plant in China. The teanm
carried personal letters of introduction to a number of
senior contacts, and have confirmed that the visit was very
successful ;
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5.2 EMI secured a contract worth $1.6m for CT scanners;

5.3 a British Medical Technology Exhibition (the largest all-
British medical venture ever mounted overseas) was held

in Peking in March 1980.

) Hong Kong - The Hong Kong Government had decided to pufchase a
Hitachi electron microscope (£50,000). Cambridge Instruments got this
order, and possibly another, through IED2 action.

7 Saudi Arabia ~ The National Guard of Saudi Arabia want the UK to

take over the commissioning and subsequent management of 2 (500 beds)
hospitals in Riyadh and Jeddazh, which with associated construction and
other work could go to British companies. MOD and IED2 are examining
the possibilities of sub-contracting to commercial companies on a "back

to back" basis.
8. Iceland - Envair Ltd, backed by IED2 in the face of a lower bid

by Swedish competitors, completed in 1979 a £100,000 contract for clesn
rooms at the State Drug Co.

lMalaysia and Singapore - Drayton Castle obtained, in 1979, through

investigations, contracts worth over £174,000.

Spain -~ Prompted by IED2, the Institute Nacional de Prevision
decided to buy Spain's first Emiscanner: 25 have now been sold in
the country.
11. Italy - The first unit for domiciliary dialysis in Italy was
established in Turin on IED2 advice. British machines are now widely
used in Italy for both domiciliary and hospital use.

12. JXrance - An Emiscanner was purchased at Lyon on IED2 advice.

13. Irish Republic - The first public hospital to be built for many

years in the Republic (at Cork) was equipped by British techniques
and largely with British equipment on IED2 advice. It is likely to be
followed by others.

14, Ivory Coast - The Ivorian Minister of Health has accepted British

participation in the Ivorian hospital building programme. After 2 years
involvement by IEDZ and a visit by Dr Vaughan in February 1980, a contract |
was awarded to the UME/Wimpey Group to carry out the feasibility Study/
design brief for a turnkey project omn a new 450 bed hospital at MMan.

&




15. Kuwait - IED2 recommended and supported a consultant (Allied Medical)
to carry out a feasibility study worth in excess of &50,000 for the

. Kuwait Hospitals stores and supplies organisaticn.

16. Bahrain - IED2 passed a request for professional assistance to
Works Division (before HBO), for a master plan for the Salmania Hospital
(DHSS was paid £49,000), which was followed by a design commission for

a UK practice.

17. UAE

17.1 In 1976 1ED2 nominated and supported Allied Medical for
a hospital management contract worth several million
pounds a yesar;

LED2 arranged for an MSC expert adviser on computers to
advise the Director of Medical Services of Dubai about
some 1CC proposals. ICL got the hardware contrmacts . fon
about &Jm, with a possible overall value of about £lm.

18. Qatar - During one of the Arab wars, the Qataris wanted to provide
two mobile operating theatres for Syria and Egypt (£65,000).

IEDZ put them in touch with BRM. The Embassy could not evaluate but
purchased on IED2 advice.

Be A SUMMARY OF SOME HBO INITIATIVES

19. DNigeria - During a visit by HBO %o Lagos an offer was made to MOH
that DHSC would prepare a report and outline schemes for Health Centres.
EBO assisted Watkins Gray to prepare deteiled designs and production
drawings for a basic health centre programme in Nigeria (estimated fe
£100,000). This led to an equipment contract for Shanning (£5m).

20. Bahrain - HBO prepared a Master Plan for the Salmaniya Hospital
development(fee: £49,000). The first design contract was let to a Ul
consultant (who did not produce the lowest bid). HBO are updating the
Plan (fee: £15,000). If HBO proposals are implemented in full the
contract would be worth some £20, with UK having a head start.




- LBgypt - HBO prepared a development plan for a 550 bed Military
Hospital (cut fee: £5,000) followed by a more detailed plan (fee: £15,000)
HBO might link with IMS to offer a package deal to design and build the
main hospital;

2l.1 the Director of the Suez Canal University invited HBO to
advise on proposals to establish a Faculty of Medicine
at Ismalia. HBO visited Ismalia to advise on UK consultants:
Percy Thomas Partnership are following up.

c2. Kuwait - HBO have employed consultants to assist on Kuwait's

main hospital redevelopment: contracts worth some &£360,000 have been
signed for completion by May 1980. The UK should be well placed to win
a substantial share of further projects worth £150-200m.

25. Jordan - HBO have persuaded the Minister of Health to award the
design contract for Princess Basma to Hospital Design Partnership: the
DHSS Nucleus planning system was an integral part of HDP's submission;

5.1 HBO submitted a Master Plan setting out seven options for
development of Al Bashir hospital: substantial parts were
incorporated in the international tender; but, following
a change of Government, FEAL of Italy may have been appointed.

24. Philippines - HBO learned of the Fhilippines plans for a kidney
centre and arranged for United Medical Enterprises Ltd to follow it up;

but the project has been shelved.
joRately

25. Thailand - HBO interested Seltrust Ltd in Thai plans to establish
a pharmaceutical plant; but the project may have been postponed.

26. Sri Lanka - HBO alerted UK consultants to a turnkey project by

a
P

oole

Chairty Foundation wishing to establish a 50 bed private hospital:
Dick and Partners are managing the PROJEeCT.




OTHER HBO AGPION

(NOTE : The list below are examples of countries

where HEO has taken action by giving costing edvice, issuing letters
i

of support, recommending to clients appropriate UK companies, and

establishing a single UK consortium).
Algeria Tlemcen Teaching Hospital
Bahrain Military Hospital
Cyprus Limassol and Lanarcar hospitals
Qatar, Kasr Al Aini and Al Mauns~urah
3 Teaching Hospitals
Hospital in Bombay
Trag 2 Teaching Hospitals Baghdad, Maternity Hospital at Basma

Jordan Princess Basma Hospital, Al Bashir Hospital in Amman and
Phase I Yarmouk mwﬂLh*nL Hospital.

Lebanon 500 bed hospital in Beirut
Migeria Several general and teaching hospitals

Jaraguay - University Hospital

Seudi Arabia Several hospital projects

Senegal Hospital at Dakar
500 bed hospita
Kingstown G
Teaching

Several
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CONCLUSIONS FROM ABOVE ANALYSIS

the precise purpose of the reports

is unclear and the guality and format
varies considerably: are they background
paperslor document s designed to stimulate
selling activities ;

the PA assessment of seven recent

DHSS reports, includes what was

covered in the reports, and what PA
could produce - perhaps within a

week - working in London;

a rough estimate suggests that 85%

of the contents of the reports is
background data of a kind which could

be produced by PaA working in London;

some reports contain invaluable
information on the local health

scene, eg laundry services, methods

of information storage, special
education programmes; but such comment
is minimal and usually appears

insufficiently specific to prompt action;

overall the reports contain

insufficient local comment and it should
be possible (through, for example,
development programmes) both to identify
the most useful local information

and show how it should be obtained;

in particular a fuller assessment

of the local political structure

would be valuable;

at present fee rates background data

reports of the kind produced by DHSS
should normally be provided at

a consultancy cost of about £3,000
(excluding VAT) per country; but such
reports should follow an accepted
pattern and contain fuller information
sufficient to stimulate action - "dead"
information of the kind presently

produced by DISS rarely stimulates action.
£l




Appendix IX

. LIST OF 158 IED VISIT REPORTS (DHSS) : 1968-TERRUARY 198

(Number of reports for each Country shown in brackets)

Algeria (1) 1979;

Argentina (3) 1969, 1970, 1S 745
Australia (1) 1973,

Austria (5) 1972, 1978, 1979,
Bahrain (2) 1976, 1979,
Belgium (1) 1975,

Brazil (3) 1975, 1975, 1977
Rio de Janeiro (1) 1978
Bulgaria (1) 197%

Canada & West Coast of USA (3) 1976, 1977, 1978
China (2) 1975, 1978

Costa Rica (2) 1977, 1978
Cyprus (2) 1972, 1975
Czechoslovakia (1) 1974
Denmark (2) 1974, 1976
Dominican Republic (1) 1979
Egypt (2) 1975, 1976

Bl Salvador (2) 1977, 1978
Finland (1) 1977

Prance (4) 1972, 197%, 1974, 1978
East Germany (1) 1975

West Germany (1) 1977

Ghana (1) 1976

Greece (1) 1977

Guatamala (1) 1978

Haiti (1) 1979

Hong Kong (1) 1977

Hungary (1) 1971

Iceland (1) 1975

India (2) 1968, 1969

Indonesia (1) 1974

Iran (2) 1976, 1978

Irag (1) 1976

Israel (1) 1978

Italy (5) 1974, 1976, 1997, 1978, 1979
Ivory Coast (1) 197

Japan (2) 1973, 1979




Jordan (1) 1977

Corea (%) 1970, 1971, 1977
Kenya (2) 1975, 1979
Kuwait (2) 1975, 1979
Lebanon (1) 1977

Libya (3) 1972, 1978, 1979
Malawi (1) 1979

Malaysia (3) 1974, 1977, 1979
Malta (L) 1975

Mexico (1) 1976

Morocco (1) 1979

Netherlands (%) 1975, 1976, 1979

New Zealand (1) 1979
Nigeria (4) 1975, 1977(2) 197

Qatar (2) 1976, 1978

Rumania (2) 1972, 1979

Saudi Arabia (1) 1977
Bingapore (3) 1976, 1977, 1978
South Africa (1) 1978

Spain (3) 1974, 1976, 1979
Sudan (2) 1978, 1979

Bweden (%) 1974, 1976, 1979
Switzerland (3) 1975, 1976(2)
Syria (1) 1976 ;
Tanzania (1) 1979

Thailana (2) 1970, 1971
Tunisia (1) 1969

Turkey (1) 1975

Norway (4) 1976, 1977, 1978, 1979 United Arab Emirates (1) 1979

Inmen (1) 1979

Paraguay (1) 1978

Philippines (1) 1976

Poland (1) 1978

Portugal (%) 1969, 1970, 1972
Puerto Rico (1) 1978

Bumnary
1968
1969
1970
1971 =
1972
Ko

2

usA (3) 1975, 1978, 1979
USSR (l) 1975

Venezuela (%) 1977,

1979(2)
Yemen Arab Republic (1) 1978
Yugoslavia (]) 1974

Zambia (1) 1975

1974
1975
1976
1977
1978
1979 -

——
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Total Reports 1968-1979 (February) = 1358




Appendix X

.{j'l.l'f’}MAl{Y OF VIEWS OF FCO COMMERCIAL POSTS OVERSEAS ON IED2 AND HBO ACTIV ITIES

"In my experience (not only in this post), the service provided by DHSS

in the export field is superior to most, if not all, production
departments. It is also superior to that given by the relevant section
of GESB; but so it should be when one considers the numbers of staff
involved! It probably still has a useful role to play in other markets,
especially rapidly expanding ones or those with special difficulties.
They have been very active in assisting in this market and the relatively
small rate of success cannot be blamed on them (well, not entirely!).

But you will see that we consider there is now relatively little scope
for their services in this area in the immediate future."

"A good deal of the /TEDZ/information was already available from reports

of this Embassy and more could have been obtained if we had been targetted
to do so... my conclusion /Is/ that the DHSS choose a rather

expensive way of obtaining elementary information about Algeria .... We
should not wish the service to continue, though in a small and usually
fairly hard-pressed commercial section like ours, I will not pretend

that (even if the Algerians would have received us) we should have got
round  writing a report of this kind unless we had been kicked very hard!
We flatter ourselves however that, had we been better staffed and/or
targetted to write such a report, it would have come out somewhat better.
The degree of dependence on the Embassy was throughout very high."

BUDAPEST

"The Commercial Department was involved in providing material for inclusion
in the final /TED2/report ....probably ....at least 45% of it originated
here... No specific export opportunities were picked up as a reswult of
the visit nor were any entrees provided by it to organisations or bodies
in the medical equipment field. The final report prepared as a result
of the visit is comprehensive and useful to anyone interested in
appraising themselves of the Hungarian health and medical industry scene.
But it does not provide any information which we either did not have
or could not have obtained... On balance, therefore, we could not asses

either the visit or the report as necessary."




‘”This is a valuable and growing market for medical equipment and the
help from the DHSS official undoubtedly increased the assistance we
can give.éppropriate firms. It is difficult to quantify whether the
extra assistance, inevitably in part obtained at the expense of other

sectors, is justified by results. Our guess is that it is."

DUBAT

“Division of responsibility for different aspects of export promotion
between Health Building Overseas Branch and Industries Export Division
of DHSS, and, more significantly, the apparent lack of any comprehensive
inter-departmental machinery for capitalising on our technical
sophistication and expertise in this field, appeared possibly to bc
hampering our export performance. We are in agreement with Abu Dhabi
that any improvement in the DHSS's services would be too late for this
market, that is, the United Arab Emirates as a whole. What I would
have liked to have seen from our point of view (it is now too late)

is an Industries and Exports Division of much greater size and clout
incorporating, for more effective co-ordination, the Health Building
Overseas Branch (and perhaps similarly situated in Euston Tower) and.
key personnel from other divisions and branches with an export potential.
The head of the division might be aided by two highly-paid, highly-
qualified and experienced, full-time contract advisers, one with an
export-orientated industrial background within the medical profession,
and the other from the NHS."

THE HAGUE

"On looking again at /TED2's/ report/it/seems to have drawn to a large
degree on material available in /TEDZ2/archives... We have good contacts
with officials and members of the medical profession in the public
health sector. But all Dutch business and professional men need to be
satisfied from time to time that representatives of the industry are
keeping in touch with the Dutch market. IED Officers play a useful role
in the information dissemination process."

KUWALT

"So far as the Kuwait market is concerned, this regular up-dating of the

IED reports could have been valuable during the past few years if they

had been followed up more systematically and tenaciously by our exporters
in the specialised fields of medical equipment, accessories and furnishings.

As it is the reports do not seem to have been cost~effective because of
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the lack of such follow-up... /A recent IED2 visit/ brought to light the
. fact that the Kuwaiti view of British Medical Equipment is that it is

old fashioned and slightly unsophisticated in some areas and that

British Medical equipment firms make nothing like enough effort to sell...
/and/ that British equipment is dated and lacking in innovation... due to
the lack of necessity for change in a captive National Health Service
wmarket. Others have said that our equipment might be too sturdy and
lacking the built in obsolescence which compels a more frequent and
profit-making turnover, or which compels local buyers here to up-date
their equipment - providing a profit making turnover."

"All in all, we find /IED2's/visits of great use and it is also bercficial
to have an "expert" to follow up opportunities with suppliers or potential
suppliers in the UK... regular visits certainly help to maintain mutually
worthwhile contacts with FMH officials, Nigerian hospitals and other

and medical equipment trade. I have absolutely no doubt that /ITED2's/
role is cost effective. If /it/ only obtains payment for one EMI scanner;
assists a company like Shannings, as/Tt/ did recently in obtaining a

&£10 million contract; provides evidence to Federal and/or State Health
officials that British suppliers could have provided medicarve supplies
more effectively than the Hungarians with whom the Nigerians had
mistakenly signed a contract; learns ofplans for new teaching hospitals
or similar inctitutions and provides details of the equipment British
firms could supply; any one of these things would repay /tTheir/salary

and expenses several times over. It is possible to argue, of course,
that this is just the sort of work that we commercial officers should
ourselves be doing, and we do of course try; but the additional

expertise and the more striking impression created by a visitor sent out
from Londeon adds dimensions which we could never achieve."

NEW YORK

”ZShpport of UK companies in the US market/has, over recent years,
occupied many hundreds of man-hodrs with - as we describe later, precious
little result. Such was the interest in the potential that up to 1977/78
we had some five Commercial Officers in the US with both specific
responsibility for and previous experience of the health-care market.




But our exports (except in EMI scanners, which constitute a special
case) failed to grow in response to this treatment; and they remained
at a disappointingly low level in relation to other categories of goods
as well‘és to our total exports to the USA... We now have no lexpert"
commercial offciers in health care....As a basis for comparison, it
may be noted that between 1975 and 1979 UK total visible exports to the
USA increased by over 130% to £4.05 billion; and between 1975 and 1978
by 98%. Some 1978 figures for other categories of exports to the US
night contribute to a fair perspective: castings and forgings, £26m;
metal-cutting machine-tools, £30.8m; record players, £57.9m; power
generating machinery and equipment £33%3%.5m.... Overall US demand in

the health-care field is of course vast, with total purchases in 1978
in excess of %7 billion. Imports from al. sources accounted for Jo

of this, and British imports for less than 0.4%. Penetration of the
market is impeded not only by its sheer scale but also by the

regulatory traps into which foreigners can fall or be led. But whilst
our leading overseas competitors, West Germany and Japan ~ particularly
the latter - have continued to progress, UK exports between 1975 and
1978 stood still in nominal value and fell back in real terms. In this
period our share of the import market fell from 9.2% to 6.2% - although
with a phenomenal bulge in the middle accounted for by EMI's short-livea

SCanner SuCCEeSS.e..

at the time when DHSS and we first elected to gear up our joint efforts
in this market, it was in the context of an encormous and varied demand
for products, a perceived capacity to supply on the part of UK
manufacturers, and a DHSS role arising from their specialised relation-
ship wiith the industry. There are some results to show for this: a
number of British companies have established US subsidiaries and are
enjoying a modest success; others have gained ground working more
traditionally through agents and distributors. In these endeavours

they have had close support (eg through visiting and export intelligence
activities). But by 1977/78 it had become clear to us that the return
on resources and effort invested had fallen short of expectations; and
we could see no continuing justification for the official export

services to give special attention to the health-care sector. There
S

has been no evidence since then that would cause us to change thi

view. Our response therefore to your query as to whether, in the light
of experience we would wish to see continued the service provided by
DHSS must regrettably be negative."
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. "The visits by members of IED have been primarily promotional and

self-educating. /and/... have provided the opportunity /for the
Embassl7‘to call on hospital management and purchasing officers in
company with the IED officer and to be seen to have expert back-up
from the DHSS in addition to the DOT."

"I ought to say first that we value the considerable body of knowledge
about the Japanese market which has been built up in IED over the years.
But knowledge is only as good as the use which is made of it and we
do not know to what extent existing or potential British exporters to
Japan have used the information evailable in iED. There has been
some duplication with the work of the General Export Services Branch
(GESB) of the Department of Trade...We simply do not know, however,
whether any British company in the health-care field has decided %o

enter this market as a result of contact with IED... I do not know

whether any of the companies who took part in our recent Medical

Equipment Exhibition did so because IED persuaded them... we are

confident that we can respond to requests for information and

introductions to potential importers. We are also confident that we can
seek out and cultivate those who buy if we hav a particular reason for
doing so. The visits of people from IED have been useful in focussing
our attention on particular types of equipwent in which we are strong,
and in giving us a purpose for developing certain new contacts. I would

put the results of these visits no higher than that. But that is a

useful cupplement to our necessarily unspecialised knowledge....we could

get by if /IEDZ2/disappeared. I1f/IEDZ/were to be abolished or severely
cut back, we greatly hope that the detailed knowledge of this market
which/1E]Y possess would not be dissipated."

BANGKOK

"No specific export opportunities were picked up....we have told HBO
in response to a suggestion that they should pay a further visit the
style and general excellence of new medical establishments in Bangkok
pay due tribute to the capabilities of local firms in designing,
building and running their own hospitals. Moreover, a number of




professions and occupations, architecture amwong them, are closed

to aliens and this would inhibit work in the private sector and indeed
in the public sector unless the project to which the work related were
ald-financed. We have not had HBO's reply to our consequent question

about the type of opportunity they expect to uncover here."

CAIRO

"DHSS! intimate knowledge of British Industry is such that export
opportunities which their officials uncover in the course of their
visits are usually passed direct to potential suppliers and we cannot
recall having issued any specific export notices as a result of these
visits...The benefit deriving from our ccutact with DHSS is recipreecal
and we tend to rely on them for a large part of our general market
information we use here. During their visits they are able to cover
in depth, much more of the medical sector than we can, given our
meagre resources; and their subsequent reports are invaluable in that
they enable us to exercise greater selectivity (and avoid duplication)
when planning our commercial visiting programmes. They have also given
useful leads to potential customers and new agents. /But on reflection,
during a later telephone conversation the Post said, enough work has now

been done bxﬁDHS§7in Egypt and the Post could get by on its own if
a responsive service was set up /as detailed in the main report above/
to be activated by the Posts as necessary./

JAKARTA

"Given tie nature of the medical services here I would think it a
failure in the Commercial Section not to have a sufficient range of
good contacts. British companies' agents with whom we are regularly
in contact are of course active in pursuing such opportunities as are
realistic. It is difficult to justify any claim that their effort
requires underpinning by special DHSS inputs.”

MEXICO CITY >

"No specific export opportunities were picked up at the time nor did
/DHSS! Jvisit itself give us any particular entrfe... I judge it possible
that a more frequent visiting programme from the DHSS might well lead




to increased export opportunities with the Mexican State System. It
is also possible that DHSS related visitors through the Technical
Co-operation System can generate useful contacts and possible

identification of export opportunities. I cannot, in the circumstances,

produce figures for cost effectiveness which I think relate more to a
greater freqguency of wvisits.!

SYDNEY
"We are constantly in touch with health officials, agents, distributors
and other end users of British health care equipment. It would only
be on a comparatively rare occasion that an BEIS Notice would directly

result from a visit by a DHSS official. On the other hand, the
knowledge that such a visitor brings to this market is invaluable in
that it assists the commodity officer to understand more fully the
industry for which he is responsible.

Such visits do not necessarily give us an entree as we have a continuing
relationship with those key persons who matter. However, such a visit
does display the interest of the British Government machine in ensuring
that the market is provided with up-to-date knowledge of developments
and products within the British health system on which the Australisan
authorities and especially the New South Wales Health Commission

heavily rely.

In conclusion we would say that we attach great importance to these
visits not only frow the point of view of the expertise they bring but
for the experience the DHSS have in evaluating health care products

in a British setting which has proved to be of great interest in their
discussions with local medical specialists at the hospitals and
institutions tley visit."

ZURICH

"No specific export opportunities or other alerting action was taken as

a direct result of visits. The visits were not in their purposes focussea |
sharply enough on procurement to give our staff an entree to those
concerned with the purchasing of goods and equipment or with the
appointment of consultants/contractors for health care projects.




The nature of these visits has, as you will gather, been of little
direct commercial value to us and we did on one occasion ourselves make
this point...Although the visits have not in the past opened doors to
purely commercial objectives they could with a little adjustment become
more relevant to the needs of identifying immediate and specific export
opportunities. From a strictly local export promotion point of view

we would not consider the visits to be cost-effective in their present

hionsints

/During a later telephone conversation the Post put forward the
following approach as an alternative to present arrangements:

Stage ¢ Post identifies prospect of a potential health
care market, general or spacific;

Stage : Post secks views of Industry and DHSS about the
ability and inclination of home industry to
exploit this potential;

: Post prepares a specific market report developing
Stages 1 and 2, calling on the expert assistance
of DT and DHSS as necessary;

: Post sends market report to specific sectors of
industry identified in Stage 2, suppleumented
as necessary by a home visit by the Post targetued
to these sectors of industry;

: Post arranges inward mission to UK of potential
overseas buyers if this seems worthwhile in the
light of Stage 4;

Stage : overseas sales arranged by Industry, with the
assistance of Post, DT and DHSS.
The Post thought this approach would fit in well with the
development of a strategy by BHEC and DHSS, which could assist

the Post to undertake Stage 1 above./




. Ditss  ACTION PLAN FOR SPECIFIC RECOMMIENDATICONS

Depending -on the outcome of consultation, the following action would
be required by the specific recommendations detailed in the draft repoxrt
(paragraph numbers of recommendations in the report shown in brackets):

1. FORIM HEALTH CARE EXPORTS TEAM (3.27.1 to %.%0.1) - BY END
SEPTEMBER 1980 : two officers at Assistant Secretary level

to be detached from present duties to form a health care
exports team, with the following main duties:

1.1 BY END 1980 - suspend IED2/HBO forward travel programme
and assist BHEC to draw up er outline strategy to guide

health care exports activities in the 1980s;

BY SPRING 1981 - clear strategy within DHSS, through
focal points, with other Government Departments,

the NHS and other interests concerned, including
co-option of particular specialists to serve on the
team as the need arises;

1.5 BY SUMMER 1981 - clear strategy with enlarged DHSS
Exports Steering Group in consultation with BHEC;

2. STRENGTHEN BHEC : BY END SEPTEMBER 1980 (3.%1.1 to 3
discuss strategy with BHEC, ABPI and PAGB as a basis 1

2.1 BY SPRING 1981 : transferring specific IED2/HBO
functions to BHEC;

2.2 BY SPRING 1981 : providing financial assistance to
BHEC, to assist it to underteke these functions;

2.5 BY MID-1981 : strengthening the links between ABPI,
PAGB and BHEC;

2.4 BY SUMMER 1981 : seconding IED2 staff to BHEC;

BY END 1981 : feasihility studies with overseas Posts

and interests to establish specific ways of carrying
forward the main points in the emerging strategy.

PHASE OUT IED2 and HBO : BY MID 1982-83 (3.%4.1) : the
remaining staff in IED2 and HBO will need to be transferred

gradually to other duties, perhaps including those requirsd by
DHSS focal points, during 1981 and 1982, with a view to
completing the process by mid 1982-85, as BHEC, DHSS and overscas

Posts gradually build up their new roles as recommended inthe repori,
85




FINANCIAL CONSEQUENCES OF RECOMMENDATIONS

1L Costing our proposals has not been straightforward, in advance of

a more detailed acticn plan. But we have produced table 1 below, based

on the Civil Service Department 1979 Ready Reckoner of Staff Costs, by

reference to the following assumptions:

1.1 only the direct cost of the two full time members of the
health care experts team will fall on DHSS, with effect from
mid 1980-81;

the DHSS focal points will be found from existing DHSS
resources without additional cost;

the cost to DHSS of strengthening BHEC, by secondment from
DHSS of 1 Principal and 2 Executive Officers and transfer

of DHSS funds - estimated at one quarter of present cost

of IED2/HBO (4x£600,000),will cease with effect from 1984-85;

there will be no additional cost to DHSS arising from the
proposals for strengthening pharmaceuticals exports;

the phasing out of DHSS will be started in 1980-81 (by not
filling two present vacancies in IED2 - Senior Principal and
Personal Secretary) and will be completed with effect from
mid 1982-83 (with the first full year saving in 1983-84)

and that the full cost of 1.1 above will continue after
1985-84;

on a rough calculation, the ultimate saving in staff numbers
and costs in IED2/HBO will fall equally between 1981-82
and 1982-83.




Appendix XIL

. Table 1 Financial Consequences of recommendations

£million at 1979 Ready Reckoner Staff Costs (a minus sign (-) equal:
o a saving)

RECOMMENDATION 1980-81 198182 1982-85 1985-84 1984-85

(paragraph number
shown in brackets)

Health Care Exports
Team

(3.27.1 + %.28.1)

DHSS Focal Pointe
&)

Strengthening
BHEC

(Bedlel +135.32.1)

Pharmaceutical
Exports

BRosly

Phasing out of
IED2 and HBO

(3.34.1)

Totals










