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Several weeks ago, you endorsed reactions from Sir Derek Rayner A

® orivE MINISTER

and Sir Kenneth Berrill to Mr. Heseltine's response to their

S

earlier minute about efficiency and waste in local government.

You agreed to have the Rayner/Berrill comments sent to

Mr. Heseltine and other colleagues in your name.

I have been holding back on this, because the build up to
the Civil Service manpower Cabinet seemed likely to absorb all
the attention that Ministers would currently give to these

management issues.

Now that you are on the point of announcing conclusions on
central government manpower and efficiency, we could return to

the charge about a parallel effort in local government. You

will see separately in this box a report from Mr. Heseltine that

last year's overall local government expenditure out-turn is 43%

above the level requested by central government as part of the

public expenditure reductions. There has been angry reaction

around the country to the level of rate increases and there are
threats of some additional increases to meet education salaries.
In this climate, an effective campaign could be well worthwhile.
On the other hand, Ministers cannot give a great deal of time to

D e il
issues of this kind, and you are hoping to engage them in the

central government manpower issues at present. They know that
Sir Derek Rayner is behind the suggestions for an initiative

on local government waste. Mr. Heseltine much prefers to stick

to his own approach. A central issue in the Heseltine/Rayner

and Berrill argument is the proposed Accounts Commission for

local government. This will have to come back to H Committee,

as Mr. Heseltine got mauled in QL when he tried to slip it into

next year's legislative programme. (You are also due to have a talk
with the Conservative leaders of the local authority associations

early next month.)

Against this background, would you still like us to return

to the charge on these matters (I attach the draft letter which

has been prepafga), or would you prefer to let it rest until the

Accounts Commission is tackled in Cabinet Committee?

7/
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10 DOWNING STREET

From the Private Secretary 30 April 1980

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

The Prime Minister has read with interest your
Secretary of State's minute to her of 12 March, and the
Chief Secretary's observations on it. She has raised a
number of points.

Information

The Prime Minister agrees that the preparation and
publication of guidance and information on such matters
as value for money, management, spending on different
services and manpower should be done in a way which does
not suggest that central government knows best. She
thinks that your Secretary of State's initiative through
the Consultative Council on Local Finance to commission
work jointly by CIPFA and SOLACE provides a sound starting

point, but that it will be important to ensure that the

resultant data can be made generally available and,
as necessary, in a form simpler than for experts.

The Prime Minister would like to know more of your
Secretary of State's proposals for promoting '""a national
public debate'" on the data to be made available, assuming
for this purpose that the Advisory Committee on Local
Government Audit remains in beling 'and that the "Accounts

Commission" (see below) is not established.

/Accounts




Accounts Commission for Local Government

The Prime Minister has noted the reservations
expressed by the Secretary of State for Education and
Science (Robert Green's letter to me of 13 February) and
by the Chief Secretary. She agrees with your Secretary of

State that, if the Government decided to proceed with the

proposal, it would be preferable to have a single Commission
for England and Wales. She accepts the general objectives
he has in view but is not convinced that setting up an
"Accounts Commission'' would be a better way of achieving
them than building on District Audit and the existing
Advisory Committee.

The Prime Minister would, therefore, like your
Secretary of State to take account of the following points
when he consults interested colleagues in finalising his
proposals.:

(1) The Secretary of State recognises that the

success of the proposal would depend very much on the

reaction of the leaders of the local authority
associations, to whom he proposes to talk informally.

Given the authorities' reactions to somewhat similar

proposals by the Layfield Committee earlier, it seems

probable that they would equally strongly oppose the
establishment of an independent Accounts Commission.

Given other current problems with local authorities,

benefits of the proposal (as opposed to those of other

options) will have to be well established and

sufficient to make the risk of further controversy worth

taking.
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(ii) It is envisaged that the Commission would have toO
contain at least a strong minority of local authority
representatives. There must be a risk that it would
be necessary to concede a majority. If that happenéd,
the present independence of the District Audit Service,
for which the Commission would have executive
responsibility, could either be or be seen to be
jeopardised. The Prime Minister thinks that it would

be wise to assess this risk fully.

(iii) It is not clear whether the alternatives of

puilding on District Audit and the present Advisory
Committee have been thoroughly explored. Sir Kenneth
Berrill and Sir Derek Rayner made some suggestions for
improvement in paragraph 6 of their joint note.

The new arrangement for an annual published report by
the Chief Inspector of Audit is useful; the latest repor
makes a solid contribution on several "yvalue for money"
issues. It is true that the Advisory Committee still
has to prove itself but in principle there seems toO be
no reason why it should not over time be strengthened,
for example by giving it a statutory existence or

access to audit reports on individual authorities.

In that way, it might develop functions similar to those
proposed by your Secretary of State for the new

Accounts Commission, without assuming executive control
over District Audit.

(iv) The Prime Minister 1is doubtful about the analogy
suggested between the Accounts Commission and the
Public Accounts Committee. As she understands it,

the Commission would not represent the Supply function

in any sense that the PAC does; to suggest that it did

/would tend
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would tend to obscure the fundamental question how
best to secure accountability by local authorities

for resources supplied through RSG within the 1limits

of our constitutional arrangements and conventions.

Guidance on good management, value for money and manpower

It is not clear from the Secretary of State's minute
which of the recommendations made by Sir Kenneth Berrill
and Sir Derek Rayner on the production of various kinds
of guidance and reviews are covered by the proposed
initiative through the Consultative Council on Government
Finance. The Prime Minister thinks that there is at first
sight a good case for including in it their recommendations
4 (value for money), 5 (management roles) and 9 (Manpower
regimes).

Timetable

The Prime Minister is grateful for the robust way in
which your Secretary of State and others are tackling the
question of local authority efficiency in speeches and inter-
views; but she thinks that it would be helpful to Ministers
generally to have a clear strategy, indicating what
Ministers would like to have achieved, by when. She would
therefore still welcome proposals from your Secretary of
State for a co-ordinated campaign which could be pursued
by Ministers collectively.

I am copying this to John Chilcot (Home Office),
Godfrey Robson (Scottish Office), George Craig (Welsh
Office), Don Brereton (DHSS), Robert Green (Department
of Education and Science), Alistair Pirie (H.M. Treasury),
Geoffrey Green (Civil Service Department) David Wright
(Cabinet Office), Gerry Spence (CPRS) and to Clive

Priestley (Sir Derek Rayner's Office).

D. A. Edmonds, Esq.,
Department of the Environment.




Treasury Chambers, Parliament Street, SWIP 3AG

Rt Hon Mark Carlisle QC MP
Secretary of State
Department of Education
and Science
Elizabeth House
York Road
London SE1 7PH 2 May 1980

pﬁ Mot

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

Thank you for commenting, in your letter of 22 April, on my
minute to the Prime Minister on this subject. I am disturbed
if you believe the new block grant system will require your
Department to exercise closer and more detailed oversight of
local education authorities than in the past. I would
certainly not see block grant as a means of determining and
controlling patterns, as distinct from levels, of expenditure,
and I trust we are at one on this. Of course the new system
will require a better understanding of local needs and spending
in response to them. But my point was that the general restraints
on overspending which will be built into the new block grant
system will permit us to relax our detailed controls over many
matters which can best be decided at local level, while taking
a firmer grip on overall economic and political strategye.

The question of the balance between the taxpayer and the rate-
payer is obviously one to which we must return. What I had in
mind in advocating a shift in the balance is the way in which
the present high level of grant cushions the local electorate
against any real appreciation of the consequences of local
authorities' spending decisions for their own pockets. My own
belief is that there are still economies to be achieved without
substantial rate increases or serious damage to essential
services. But so long as ratepayers perceive the benefits of
extra local authority spending without having to find anywhere
near the true marginal costs themselves, local authorities will
have little incentive to mount the vigorous attack on waste which
is vital. How fast and how far it is possible to go this autumn




to encourage efficiency by shifting towards a form of taxation
acknowledged to be unpopular must be a matter for collective
political judgement at the time.

I am copying this letter to the recipients of yours.

(A
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JOHN BIFFEN







Mr PATTISON

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT: DES

1. This is a late thought on the draft letter of 23 April to
Mr Green.

2. I see in the TIMES report of the Home Secretary's statement
yesterday on the Prison Service that the new office of HM Chief
Inspector of Prisons will have the dutX of, among other things,
submittinﬁ "an annual report which will be published and other
reports which will be made publicly available as appropriate”.

3. The Inspectorate of Schools publishes the results of surveys
of subject teaching or educational stages (primary, secondary)
and has done so for some time, but it has not pub{ished regular
annual reports on the state of education since the early years

of this century. I think that it is at least worth considering
whether an annual report on the "state of the nation" (which is
already prepared bﬁ he Inspectorate for its own purposes) and

on the return to the nation on its investment in education would
be valuable. By %roviding useful data and an independent opinion,
it should weakenh the stranglehold of the educational establishment
on rational debate of 'value for money' in education.

4, If agreed, you might include as a new sub-paragraph c in
paragraph 2 of the draft letter the following:

"e. The Prime Minister thinks that it would greatly assist
both the general public and those with local responsibility
for providing educational services if the Inspectorate sub-
mitted an annual report on its view of these services'
efficiency. This report, which she would think ought to be
published, might concentrate on "value for money" questions.
It might deal with the country as a whole, but be built up
from reports on each local education authority, copies of
which might be made available to the authority automatically
and to others at a modest charge."

5. If this was included, the present para. 2c would become
2, o colrse.

cp

PRIESTLEY
1 May 1980
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From the Private Secretary N\ N30 Ap I‘l‘]i 1980
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10 DOWNING STREET
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EFFICIENCY AND WASTE IN LOCAL.GOVERNMENT

You will have seen a copy of my letter of 30 April
to David Edmonds (Department of the Environment) on this
subject, in response to his Secretary of State's minute to
the Prime Minister of 12 March.
The Prime Minister has also seen your letter of
13 February and the references to education in the note of
the meeting between Ministers, Sir Kenneth Berrill and
Sir Derek Rayner of 22 February. She would be grateful if
your Secretary of State would let her have his further thoughts
on efficiency and good management generally and on the use of
his Inspectors in promoting value for money. I note below the
Prime Minister's reactions on a number of points arising in
these exchanges.
a. The Prime Minister recognises that over the years
the Department of Education and Science has done
valuable pioneering work in helping to establish means
of measuring and achieving value for money. But since,
as you say, education in England accounts for about half
of total local authority current expenditure and manpower,
it is now all the more important that the Government
should press the "value for money" principle hard,
in matters of both national and local application, to

/honour




honour its Manifesto commitment to help local people

to get services of execellent gualiltys |

(b) The Prime Minister hopes that priority can be given

to developing means of judging what schools and colleges

ought to provide and cost, but would like to know how 1t

would be used, given the slowness to help themselves and each

other mentioned on page 2 of your letter. There are already

commonsense measures of the comparative cost effectiveness

of local authorities and what seems to be required is a

reliable combination of these and quantitative measures

which parents, councillors and the Government can use.

She would like to know what assessments are made by the

Inspectors of local authority cost-effectiveness,

whether on behalf of the local authority itself or the

Secretary of State and how these are used.

(c) The Prime Minister agrees that the need to develop

management competence in education is urgent. She attaches

particular importance to developing the management skills

of present or future senior teachers and to the Inspectors'

role in this. ©She would therefore like an assessment of

the effectiveness of existing measures and proposals for

the future, including the implications of those for

reerultinent stofthe Inspeectorate.

It would be helpful if the report could cover Scotland and
Wales as well as England and Mr. Carlisle will no doubt wish to
consult the Secretaries of State for Scotland and Wales in

preparing it.

/I am copying




I am copying this letter to Godfrey Robson (Scottish
Office), George Craig (Welsh Office), Don Brereton (DHSS),
Alistair Pirie (H.M. Treasury), Geoffrey Green (Civil Service
Department), David Wright (Cabinet Office), Gerry Spence

(CPRS) and to Clive Priestley (Sir Derek Rayner's Office).

R. J. Green, Esq.,
Department of Education and Science.




. Mr PATTISON

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

In response to your minute of 14 April, I
attach draft letters to Mr Edmonds (DOE) and
Mr Green (DES) for your consideration.

¢ PRIESTLEY

23 Bpril 1980




DRAFT OF 23 APRIL 1980

D A Edmonds Es
Department of %he Environment

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT
nead cwilh wndorest

e The Prime Minister has{seem your Secretary of

State's minute to her of 12 March, and the Chief

| SAc AdS VAL a hxunuébu?/
Secretary's observations on it, ené—hes—eskedt—me—to—let
AoHLs . .
you—have thefotlowing comments.

4@&9-1nformationftmﬁﬁ+-

% The Prime Minister agrees that the preparation
and publication of guidance and information on such
matters as value for money, management, spending on
different services and manpower should be done in a

way which does not suggest that central government knows
best.  She thinks that your Secretary of State's
initiative through the Consultative Council on Local
Finance to commission work jointly by CIPFA and SOLACE
provides a sound starting point, but that it will be
important to ensure that the resultant data can be made
generally available and, as necessary, in a form simpler

than for experts.

auvuxdffzéifZgﬂAbU”VUﬂuﬂﬂf'ﬁ/
3is The Prime Minister witt—be—eted—toknow your

Secretary of State's proposals for promoting "a national

public debate" on the data to be made available, assuming

for this purpose that the Advisory Committeetﬁn.Local
e

Government Audit remains in b eing and that/"Accounts




Commission" (see below) is not established.

) ccounts Commission for Local Government™

4. The Prime Minister has noted the reservations
expressed by the Secretary of State of Education and
Science (Robert Green's letter to me of 13 February)
and by the Chief Secretary. SA¢

i
S ThE‘?TTme—Minfsfergﬁérees with your Secretary of
State that, if the Government decided to proceed with
the proposal, it would be preferable to have a single

SAhe &<cen (s
Commission for England and Wales, eme—~ws~th the general

objectlves he has in view (eg_be‘bbcl TMOTIT L,UL.ulg oL 1
authority accounts, with a heavier emphasis—on value for
& HeaVIC

T ' tysts and wider publicity),
but see is not convinced that setting up an "Accounts
Commission" would be a better way of achieving them than
building on District Audit and the existing Advisory
Commi ttee.

TR FP— 11 —_
. /('{Hﬁymmmdﬁ.llke your Secretary of State to comside
7 the following points /Lmsu%d

rn-cvﬁsu%$a$}ea—w;ih_;elex
Ads ;
b /m Y AB i proposals:

2= ¢ The Secretary of State recognises that

the success of the proposal would depend very
mich on the reaction of the leaders of the

local authority associations, to whom he proposes

to talk informally. Given the authorities'

L | éf& Aol



reactions to somewhat similar proposals by the

Layfield Committee earlier, it seems probable

that they would equally strongly oppose the
establishment of an independent Accounts
Commission. Given other current problems with
local authorities, irt—is—desirebie—thet—the
benefits of the prqposauffas opposed to those of
other Options) é@p{vélma%lished and sufficient

to make the risk of further controversy worth

taking.

BN It is envisaged that the Commission would
have to contain at least a strong minority of

local authority representatives. There must be

a risk that it would be necessary to concede a
majority. If that happened, the present
independence of the District Audit Service, for
which the Commission would have executive responsi-
bility, could either be or be seen to be jeopard-
ised. The Prime Minister thinks that it would

be wise to assess this risk fully.

™M Tt is not clear whether the alternatives

of building on District Audit and the present
Advisory Committee have been thoroughly explored.
Sir Kenneth Berrill and Sir Derek Rayner made
some suggestions for improvement in paragraph 6
of their joint note. The new arrangement for

an annual published report by the Chief Inspector

of Audit is useful; the latest report makes a




. solid contribution on several "value for money"
issues. It is true that the Advisory Committee
still has to prove itself but in principle there
seemS to be no reason why it should not over time
be strengthened, for example by giving it a
statutory existence or access to audit reports on
individual authorities. In that way, it might
develop  functions similar to those proposed
by your Secretary of State for the new Accounts

Commission, without assuming executive control

over District Audit.

di The Prime Minister is doubtful about the
analogy suggested between the Accounts Commission
and the Public Accounts Committee. As she
understands if, the Commission .would not
represent the Supply function in any sense that
the PAC does; to suggest that it did would tend
to obscure the fundamental question how best to
secure accountability by local authorities for
resources supplied through RSG within the limits

of our constitutional arrangements and conventions.

Guidance on good management, value for money and manpower

i It is not clear from the Secretary of State's
minute which of the recommendations made by Sir Kenneth
Berrill and Sir Derek Rayner on the production of various
kinds of guidance and reviews are covered by the proposed

initiative through the Consultative Council on Government

Finance. The Prime Minister thinks that there is at




first sight a good case for including in it their
recommendations 4 (value for money), 5 (management roles)

and 9 (manpower regimes).

Timetable

8. The Prime Minister xeeegnises—and is grateful
Yotust way cn |

for thev#sewr which your Secretary of State and others

are.bxingéggiin the question of local authority

sA« that
efficiency in speeches and interviews;bu§4thinka/it

would be helpful to Ministers generally to have a clear
strategy, indicating what Ministers would like to have

achieved,-ﬁT-higgp&—%e—have—aehieved, by when.  She
s

would thereforejwelcome proposals from your Secretary

coul i
of State for a co-ordinated campaign which eesm be Aassucd

—Ségzied—a$—armee%%ﬁgﬁafﬂﬁfnist“rs Hin—the near—future].

O I am copying this to John Chilcot (Home Office),
Godfrey Robson (Scottish Office), George Graig (Welsh
Office), Don Brereton (DHSS), Robert Green (DES),
Alister Pirie (Treasury) =md Geoffrey Green (CSDM—and
Mc%/ub CPRS ;
o David Viright,/ Gerry Spence and Clive Priestley (s ﬂfj)l

i

Coabinet Qffice).

I e e s e -

M A PATTISON




DRAFT OF 23 APRIL 1980
RJIT

“J™R Green Es

Department 0% Education and Science

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT
Vo (o ll Ar Scen a cong o my (e QV/Afﬁhdé

i T encleose—youvr—copy-—of-—a tetter to David Edmonds (DOE)

on this subject, in response to his Secretary of State's

minute to the Prime Minister of 12 March.

2.  The Prime Minister has also seen your letter of 13 February

and the references to education in the note of the meeting
between Ministers, Sir Kenneth Berrill and Sir Derek Rayner
of 22 February. She would be grateful if your Secretary of
State would let her have %y [SQMsy] his further thoughts on
efficiency and good management generally and on the use Of.Z L

his Inspectors in promoting value for meney. —~Fhe—Seeretary
-—m. 7 hd@ . Che Ungc g &"',,

a. TE; Prime Minister recognises that over the
ES
years your Department has done valuable pioneering

work in helping to establish means of measuring and
achieving value for money. But since, as you say,
education in England accounts for about half of total
local authority current expenditure and manpower, it
1s now all the more important that the Government
should press the "value for money" principle hard,

in matters of both national and local application,




S

to honour its Manifesto commitment to help local people

tolgel servicestotsexcellentiguali ty.

De The Prime Minister hopes that priority can be

given to developing means of judging what schools and
colleges ought to provide and cost, but would like to

know how it would be used, given the slowness to help
themselves and each other mentioned on page 2 of your
letter. Herprovisionatl view—is—that frere are already
commonsense measures of the comparative cost effectiveness
of local authorities ami*ﬂmr&qﬁéggEZ-required is a

reliable combination of these and quantitative measures

which parents, councillors and the Government can use.
She would like to know what assessments are made by
the Inspectors of local authority cost-effectiveness,
whether on behalf of the local authority itself or

the Secretary of State and how these are used.

e The Prime Minister agrees that the need to develop
management competence in education is urgent. She
attaches particular importance to developing the management
skills of present or future senior teachers and to the
Inspectors' role in this. She would therefore like an
assessment of the effectiveness of existing measures and
proposals for the future, includingthe implications of

these for recruitment to the Inspectorate.

It would be helpful if the report could cover Scotland

and Wales as well as England and Mr Carlisle will no doubt

wish to consult the Secretaries of State for Scotland and Wales

in preparing it.




4, I am copying this to Godfrey Bobggny(Scottish Office)
end—1e George Graig (Welsh Office) and te—she other recipents.

ofcoples—of—myritetter—+to David FEdmonds.

M A PATTISON




From the Private Secretary

MR. PRIESTLEY

| The Prime Minister has seen Sir Derek
Rayner's minute of 3 April, about efficiency
and waste in Local Government.

She is in general agreement with the
comments made by Sir Derek and by Sir Kenneth
(Berrill. I would therefore be grateful if

you could now let me have draft letters to
' the Private Secretaries at DES and DOE.
l \
I am sending copies of this minute to
David Wright (Cabinet Office), and Gerry Spence

(CPRS).

14 April 1980
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EFFICIENCY AND WASTE IN LOCAL GOVERNMENT ‘f‘“’ . e A

M utoce ot b Catntla .

1. You asked for my comments on the Secretary of State for the Environment's

minute of 12 March. TL,

1)
9., T have seen Sir Kenneth Berrill's note to Mr Pattison of 27 March and 9

E——

agree with all that is said there. I have also seen the letter from the

Ptn a

Secretary of State for Education and Science's private secretary to '

Mr Pattison of 13 February.

mh» A
A ts C ) . sV AN ':4-
ccounts Commission .
____\H I;LJV;'D Fy‘vu-
o )
3. I would add these comments to those made by Sir Kenneth Berrill - [ (ad
= .# -
y(,t.'vh")
a. I note that the Secretary of State for Education and Science thinks, ‘vti
as Sir Kenneth Berrill and I do, that it would be preferable to build et

—

up the District Audit Service rather than create an Accounts Commission. Q‘j“”;
Indeed, I suspect that enthusiasm for this body is at best luke warm Arshius
outside DOE. S T

- a-
hior i
\ C@‘wmﬁ«)

on this point, Tla

b. I earnestly hope that, if the Commission is established, it can

cover both England and Wales; I agree with Mr Heseltine's preference

c. I think that Mr Heseltine's reference to the Egblic Accounts

Committee as a possible analogue may be open to question, on two

L}

counts -

i, The PAC represents Parliament as the giver of Supply. The

B ¢

Accounts Commission would not, as I understand it, represent the

Supply function i%Lany sense that MPs in the PAC represent it,

eSS TE S

T ==y

To suggest that it did, in my view, would obscure the fundamental

question whether the Governmment or Parliament want accountability
——my pm—

by local authorities for resources supplied through RSG.

—

———




ii., The PAC model of accountability, in my view, places too much

emphasis on investigating bad management. I believe that bad

management can best be recognised and_analysed if pains are taken

to consider examples of good management as well.

d. Does the creation of the Commission square with the Government's
policy to provide for greater local responsibility and, if not, what
are the additional benefits compared to the alternatives put forward

in our minute of 4 January?

Guidance on Good Management, Value for Money and Manpower

4k, It is unclear from the Secretary of State's minute which of our
recommendations on the production of various kinds of guidance and reviews

are covered by the proposed initiative in the Consultative Council on
Governmment Finance. You might wish to confirm with the Secretary of State
that it will include Recommendations 4 (value for money), 5 (management roles)

emm— el ——
and 9 (manpower regimes), which I regard as a package, and also ask for a

-

clear indication of the timetable to which he would be working,

Campaign Timetable

5. Whilst recognising and applauding the "vigorous campaign" being waged
by the Secretary of State and his colleagues, I suggest that you ask for

details of the campaign strategy, very much on the lines, "What do we want
M

R !

—

to have achieved by when?"

T A O T LA A R T i e e S AT R S S TR R R L USRS I Ry

6. I firmly believe that it is important for any campaign, if it is to

succeed, to be co—ordinated and targeted at specific things. The Annex to

our minute was intended to provide guidance for such a strategy.

Education

7. I strongly support Sir Kenneth Berrill's suggestion that you ask

Mr Carlisle for his conclusions on the role of the inspectorate in the

context of getting value for money. Mr Carlisle was quite specific in saying

e Y R R SRS e ey

at Mr Heseltine's meeting with us on 22 February that the Inspectorate lacked

management experience and that their basic objective had not previously been
concerned with cost effectiveness. So, if I may suggest it, I think you might

ask for Mr Carlisle's views not "in due course" but by the end of the month.

—




8. In writing to Mr Carlisle I would urge you also to invite him to be very

specific about the DES's contributions to effective management, again on a

"campaign" basis as in paragraph 5 above. Sir Kenneth Berrill and I may
\ indeed be "ignorant" of the detailed ways in which DES and its inspectors
work, but he has had the advantage of being Chairman of the UGC and I the
employer of many thousands of young people who have passed through the

educational systems of the United Kingdom and Canada. I may not have an

intimate knowledge of what happens in Elizabeth House, but I do know enough
about the producfg_of the system to find Mr Green's letter to Mr Pattison

very disappointing. It did not in my view offer a convincing rebuttal of our

A

observations or our suggestion that there is a need for a greater central

lead on standards and an increased inspectorial role for the Inspectorate.

I was particularly struck by these points -

a. The view that "value for money" is dependent on levels of expenditure.

b. That, despite the presence of its inspectors in the field, DES does
‘7}q6\ V“sa, not know with any assurance how well an authority is operating. (This
_,,,,,nf"' "I find astonishing given the level of expenditure on education. )

c. The welcome attempt to determine standard expenditure for individual
authorities "may be inhibited by constraints on manpower". (Surely

this is a matter of priorities within DES?)

d. The suggestion that, despite the undoubted importance of the
management function in education, DES's promotional activities "are

likely to be vulnerable to the current squeeze on resources'.

9, Although I recognise the difficulties attending DES's position in our
constitutional arrangements, I think that the people for whom the educational
service exists would only benefit from the development and application of a
clear, thought—out DES policy on "value for money". I recognise too that,

as Mr Green says, DES has done pioneering work over the years. So I hope
that Mr Carlisle would produce for you a wide-ranging strategy as part and

parcel of the Government's campaign on the people's behalf to help them get

excellent local services.




Next Steps

10. If it would help, my office would be glad to produce draft letters to

the Secretaries of State for the Enviromment and Education.

11, I am copying this to Sir Robert Armstrong and Mr Ibbs.

3 April 1980




PRIME MINISTER

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

I found Michael Heseltine's reactions (in his minute to you of
12 March) to the paper by Sir Kenneth Berrill and Sir Derek Rayner
an interesting insight into his plans for progress on the local

authority front. You may like to have my views.

It is of course for Michael to take the lead in formulating judgements
about the interaction between central and local government. I support

the general thrust of his policies, particularly his plans for

incréasing ratepayer involvement and local authority accountability.
—— =

These strike me as a good way of giving the policy on waste a momentum
of its own, and more effective than detailed involvement by central
government in local authorities' affairs. Our role must be to ensure
that the financial and other systems for which we are responsible

encourage - or at least do not deter - good housekeeping and active
e S

local monitoring.

L —

B

Block grant fits in very well with this strategy since it acts as a

disincentive to overspending by local authorities while avoiding

scrutiny of details. The same reasoning leads me to questionﬁ;hether

- s i )

it makes for efficiency for the tax-payer to meet, on average, more
e et ST e s e S e A S S ey

than Ealf of local authorities' current costs. The greater the

proportion of local financing, the greater the stimulus to ratepayers

to challenge both the amount and the_deployment of local authority

T
spending. This is an issue to which we should return in the autumn
M

in deciding on the terms of RSG settlement for 1980-81.

L




Michael's minute lays considerable stress on the role of the
District Auditor in identifying and advising on elimination of
wasteful practices, both in specific and general terms. This 1is
obviously an area where we can and should encourage effective

financial discipline, but I am not yet persuaded that an Accounts

b

Commission would in fact be the best way forward. The views of the

local authorities, which Michael is now seeking informally, will of
course be a major consideration when H Committee reconsider the
proposal for a Commission, but I think we should be cautious about
embarking on such a scheme if they are opposed to it, especially if
the gains involved are more presentational than practical. In those

circumstances strengthening the existing local audit arrangements

R S o

might in the end be just as effective. —————

I am copying this letter to the recipients of Michael Heseltine's.

——
-~

WJE.

JOHN BIFFEN.







RESTRICTED
Qa 04985

To: MR PATTISON

From: SIR KENNETH BERRILL

Efficiency and Waste in Local Government

1. You asked me for comments on the Secretary of State for the
Environment'!s minute of 12 March. I list these below under three heads,
corresponding to the main issues which were discussed in the note which
Sir Derek Rayner and I put to the Prime Minister on éfjanuary and which
we have subsequently discussed with Mr Heseltine and other Ministers.

Sir Derek is out of the country at the moment and I am, therefore,

commenting separately rather than jointly.

A, The proposed Accounts Commission and the future of District Audit

2e In his note Mr Heseltine is concerned mainly with his proposed new
Accounts Commission for Local Government for England and Wales (or possibly
one Commission for each separately). There is no disagreement about the
objectives. They include strengthened monitoring of local authority

accounts (with special emphasis on value for money), better comparative
analysis, and wider publicity. But in our original note, Sir Derek Raymer

and I expressed some doubt whether setting up the proposed Accounts Commission,
as opposed to building on District Audit and the existing Advisory Committee
on Local Government Audit, would be the best way of achieving these objectives.
As the responsible Minister, Mr Heseltine's views must carry considerable
weight; mnevertheless the Prime Minister might wish to raise the following

points -

(a) Mr Heseltine proposes to talk informally with leaders of the local
authority association and recognises that the success of his proposal

would very much depend on their reaction. But given the authorities'

earlier reactions to somewhat similar proposals by the Layfield

Committee, there must be a strong risk that the setting up of an

independent Accounts Commission would be strongly opposed by I;cal

government interests. Given also other current difficulties with

local authorities (particularly over the Government's block grant

1
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proposals), one needs to ask whether the benefits of the proposal
(as opposed to other options) are sufficiently clearly established

to justify the additional controversy.

(b) The composition of the Commission is not yet determined. It is

envisaged that it would have to contain at least a strong minority
local authority representation, but what are the chances that it
would be necessary to concede a majority. If this happened, would
the present full independence of the District Audit (for which the
Commission would have executive responsibility) be jeopardised?

This would be a retrograde step. Has this risk been fully assessed?

(c) Have the alternatives of building on District Audit and the

e SIE S —
existing Advisory Committee been sufficiently explored? On improving

district audit Sir Derek and I made some suggestions in paragraph 6
of our joint note. In addition, the new arrangement for an annual
published report by the Chief Inspector of Audit is a valuable one,
and the latest (second) report makes a useful contribution in a
number of 'value for money' areas. So far as the Advisory Committee
is concerned, it has still to prove itself. But in principle there
seems no reason why it should notover time be further strengthened,
e.g. by giving it a statutory existence, or by giving it access to
audit reports on individual authorities (which are already publicly
available in their own areas). In this way, one could see it

developing functions similar to those proposed by Mr Heseltine for

the new Accounts Commission but without executive control of District

Audit.

e The Prime Minister might like to suggest that, before the Secretary of
: ; W—, :
State's proposals are put to colleagues in H (or discussions opened with the

Associations) these points should be specifically considered.
e A S e e e 2 e B ey o oy S o S 2

L, The Prime Minister may also like to note that, although the Accounts
Commission set up in Scotland in 1975 has to some extent been seen as a
precedent both for the present proposal and for Layfield's similar proposal;

in fact the starting point for the Scottish Commission was very different.
M

Until recently all local government audit in Scotland was in private hands
#
and only under the new Commission is the public audit function being built up.

2
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This contrasts with England and Wales where 95 per cent of audit is in the

’-——_3 A .
hands of District Audit and which provides a base on which to build which

=

was not available in Scotland.

B. Publication of Information.

D In our joint note, Sir Derek and I recommended that central and local
government should collaboratively prepare and publish guidance and information
on such matters as value for money, management, spending on different services
and manpower. For my part, I agree very much with Mr Heseltine that this
should be done in a way which does not suggest that central government knows
all the answers already, and I think that Mr Heseltine's proposal, viz. for
an initiative through the Consultative Council on Local Finance to

commission work jointly (possibly from CIPFA), provides a sound starting
point. Other contributions will be made through the publication of
standardised financial information on which good progress is now being

made, and - particularly on value for money - through the annual reports

by the Chief Inspector of Audit and the Advisory Committee (or of course -

if it were to be set up - by the Accounts Commission).

C. Inspectorates.

6. The Prime Minister felt that our recommendations on inspectorates
and the management of education were worth pursuing in their own right,

but that they should be separately considered by the Secretary of State for
Education (your letter ofu18 January to Mr Edmonds). Mr Carlisle was
present at our discussion with Mr Heseltine 0nf22"February (you have the
minutes of this meeting), when Mr Carlisle agreed that his Department would
consider in more detail the role of the Inspectorate in the context of
getting better value for money. The Prime Minister might wish to ask

Mr Carlisle separately to let her have his conclusions on this in due course.

e I am sending a copy of this minute to Sir Derek Rayner and Sir Robert

Armstrong.

KR

27 March 1980

5
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10 DOWNING STREET

W@
From the Private Secretary ( & VAR
e Va

MR. PRIESTLEY

The Prime Minister has seen the Secretary
of State for the Environment's minute of
12 March, about efficiency and waste in
local government.

She has noted that Mr. Heseltine does not
seem disposed to suggest any new action in
response to the ideas put forward by Sir Derek
Rayner and Sir Kenneth Berrill, but that he
regards work already in hand as meeting some
of the points in question.

The Prime Minister would be interested to
see comments from your office, and Sir Kenneth
Berrill, before she decides how to respond to
Mr. Heseltine.

I am sending copies of this minute to

Gerry Spence (Central Policy Review Staff)
and David Wright (Cabinet Office).

M. A. PATTISON

17 March 1980 \ f\




PRIME MINISTER

Haq A
This is Mr. Heseltine's response to your request to him
Hay

to consider the Rayner/Berrill ideas for a campaign on waste

T

and efficiency in local government.

4
s

e

.

I expect that Sir Derek Rayner will want to respond to

b —
this in due course. This is not a very positive reply to the

ideas. Mr. Heseltine is saying that the work he has in hand already

will go some way to meeting the Rayner/Berrill targets; that he

still regards his Accounts Commission as an important part of

improving accountability; and that the idea of providing guidance
to elected members of local authorities about value for money/
efficiency questions, best practice elsewhere, is a move in the

wrong direction for central Government.

Would you like to withhold a response until you see what

comment colleagues produce?

P m QEEEsE e

— v ox
s

‘;2\,9 S th Bty Charke

| (g:? s A

14 March 1980




PRTME MINISTER
EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

Following your Private Secretary's letter to mine of
18 Januvary, I have now had an opportunity, with Mark Carlisle,
Nicholas Edwards, and my colleagues here, to discuss with
Sir Kenneth Berrill and Sir Derek Rayner their paper on
this subject. 7T am now writing to give you and our other
colleagues a progress report,

We are, I think, all agreed on the need to promote
better-informed criticism of local govermment performance,
both internally by elected members and externally by
local public opinion, The conspicuous lack at the moment
is in the information, and especially the comparative
information, which can provide the basis for this. I have
a number of measures in hand which I think will go a long
way to remedy this and to meet the objectives to which
the Berrill/Rayner paper is addressed.

The first of these is to secure the publication by
local authorities of standardised financial information T
am seeking powver, in the Local Government Planning and
Land (No 2) Bill. to require locel authorities to publish
information in a form which will give the local electorate
a much more precise idea of how well their Council is
using its resources. It is vital that in this enterprise we
should have the co-operation of local government itself:
and T am delighted to say that the local authority
Associations have agreed to commission. jointly with my
Department, & study to propose what this information
should be and to develop a Code of Practice about its




publication and dissemination. This study is being
undertaken by the Chartered Institute of Public Finance
and Accountancy (CIPFA) and the Society of Local
Aothority Chief Executives (SOLACE) and is due to be
completed in April. I shall consider this code of
practice and discuss it with management accountants
experienced in local government work before agreeing it.
And of course the Code of Practice will if necessary have
statutory backing.

Ve are, as you know, publishing from this month in
the quarterly Joint Manpower Watch manpower totals for
individual authorities together with year on year changes.
As soon as T have the necessary powers I shall see that
these figures are also broken down service by service.

- |

But financial and manpover information about individual
local authorities is only the first requirement; and,
within the manpower information, it may be desirable to
distinguish between the operational services and the
supporting administration as we do in defence. We also
need central collation, analysis and publicatioﬁfin order
L0 produce proper comparisons between authorities. The
great diversity of geographical, social and economic
environments in which individual authorities operate
requires these comparisons to be very carefully drawn if
they are to carry conviction. The District Audit Service
already contains a considerable amount of expertise in
this area. But until very recently this has been deployed
primarily if not exclusively in the context of individual
audits, and there has been no machinery for basing a
national public debate upon it. In the last two years,
however, for the first time, the annual report of the




Chief Inspector of Audit has been published; and the
Advisory Committee on Local Government Audit (chaired by
Mr RBrian Maynard of Coopers and Lybrand), appointed

about a year ago by our predecessors, which receives that
report, will issue its own first report this spring.

This is a valuable development in opening up a discussion
in this area at national level, and especially in

promoting comparative studies.

An Advisory Committee however has in my view some
important disabilities. It has no statutory existence,
no formal powers, and no staff. except a small part-time
secretariat provided by my Department. T wish to build
on existing developments by establishing an Accounts
Commission., The objection is to merge as far as possible
5 existing bodies. The Advisory Committee, District
Audit and LAMSAC,

My proposal for an Accounts Commission is intended
to strengthen and deepen the kind of work which the
Advisory Committee has begun t0 do by making it a more
powerful body and giving it executive responsibility for
the operation of the District Audit service, It would
have access to the auditor's reports on individual
authorities, which the Advisory Committee does not have.
The statutory powers of the District Auditor would remain
as they are under this Government, and the independent
position of the Chief Inspector of Audit would also be
safeguarded. The Commission would provide a form of
independent, public and formal supervision for the work of
the District Audit Service which it now lacks and which

could in time give the work of the Service the kind of
publicity and authority which (allowing of course for the




constitutional differences) the Public Accounts Committee
now gives to that of the Comptroller and Auditor General
and his staff.

The Commission would also be able to use private
auditors to audit individual authorities under the
Chief Inspector and thus open the way to an increase
in private sector participation in this important
work, The costs of the Commission would be borne by
Audit fees, as those of the District Audit are now,
though I would not rule out the possibility of making
small Government grants to it for particular purposes.
The District Auditors would cease to be civil servants
and would be employed by the new body.

I envisage that the membership of the Commission
would be partly independent and partly representative of
local government, with an independent chairman, I would
wish local government to see it as its own instrument for
helping it to raise its standards of efficiency and value
for money in the longer term, The question of whether
the Commission should cover both England and Wales,
or whether there should be separate arrangements for the
two countries is something which the Secretary of State
for Wales and I will be discussing further. If there
were to be a single Commission which I would prefer its
members would, of course, be appointed by the Secretary
of State for Wales and me.

The Commission would if local government will agree
be a means of improving and extending the work of the
Local Authorities Management Services and Computer
Committee (LAMSAC). This body is run by the local




authority Associations but jointly funded by them and
my Department. It has done some useful work in the value
for meney field but I do not believe that, for a number of
reasons which I need not pursue here, its full potential
has been achieved. Management accounting work is urgently
needed in local govermment and rather than build up this
expertise in the District Audit I would rather draw on an
existing capacity.

I am convinced that the Accounts Commission,
properly established, could be the means of bringing about
that strengthening of District Audit on which the Berrill/
Rayner paper lays stress, rather than an alternative to
it. But before I bring this subject formally back to
my colleagues in the Home Affairs Committee I intend
first to discuss it informally with the leaders of the
local authority Associations, since I believe that its
success will depend very much on how they react to it.

The Berrill/Rayner paper also proposes the production
of various kinds of guidance for elected members and others
on efficiency and value for money. I do not myself think
that central Government is well placed to do this
effectively., The paper itself refers to the danger of
"the Whitehall pot calling the Town Hall kettle black".

We do not have so good a track record ourselves. What

is needed, if it is to be effective, is guidance which
issues at least partly from local government itself

and disseminates its own best practice (we must not forget
that standards in some authorities are already high).

T think that we might best make progress here by means

of an initiative in the Consultative Council on Local
Government Finance, to whom I would propose that we should




jointly commission, perhaps from CIPFA, the production

of material on the lines envisaged in the paper. This
would cover, in particular, the use of performance review
committees. I am encouraged here by the readiness with
which we have secured the Associations' collaboration in
the studies on publication of information mentioned above.

The Berrill/Rayner paper alsO proposes a campaign by
Ministers. However my colleagues and I are already
conducting a vigorous campaign on thigs issue in interviews
and speeches, and have every intentien of continuing toO
do so. I am now exploring new methods of using visual aids
and similar advanced communication techniques to involve
local councillors in what can be achieved in the better run
authorities. I am also exploring what information the
outside management, accounting companies possess that might

help.

T am copying this letter to Willie Whitelaw,
John Biffen, Patrick Jenkin, Mark Carlisle, Nicholas Edwards,
George Younger and Paul Channon: and to Sir Kenneth Perrill,
Sir Derek Rayner and Sir Robert Armstrong.

/
\ w’w -
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12 March 1980
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W EFFICIENCY AND WASTE IN LOGAL GOVERNMENT

 Note of a meeting held at the Department of the Environment
22 February 1980 -

Present:

Secretary of State for the Environment

Secretary of State for Education

Secretary of State for Wales _

Minicter for Local Government and Environmental Services
Parliamentary Under Secretary of State DOE (Lord Bellwin)

Sir Derek Rayner
Sir Kenneth Berrill
Mr Clive Priectley

Sir John Garlick

Mr Cole

Mr Gruffydd Jones

Mr Ennals .

Mr Heiser Do
Mr Osborn

Mr Kimmance

Mr Edmonds ;
Mrs Hewlett Davies

HMptlilizach DES

Mr Girling DTp

Mr Craig Welsh Office

1. - The Secretasry of State for the Environment said that the meeting

had been arrenged to discuse the minute submitted to the Prime !Minister
by Sir Derek Rayner and Sir Kenneth Berrill of 4 January, and the
initial reactions of the Prime Minister, recorded in the letter
circulated by her office on 18 January. Four broad issues had been
identified: improving audit arrangements in local government, either

by the setting up of an Accounts Commission or by strengthening the
existing advisory group or the district audit service; the need for
publication of comparative information on local government costs

and practices; the mobilisation of public opinion and a campaign by
Ministers; the role of the Inspectorate in education.

IOCAL GOVERNMENT AUDIT ARRANGEMENTS

e Sir Derek Rayner said that one doubt about an Accounts Commission
arose from the effects of setting up a new bureaucratic organisation,
which would take on its awn staff and develop its own momentum, without
being subject to Ministerial control. His preference would be for a
strengthening of the existing Advisory Group, and a stronger district
audit service. The Secretary of State for the Environment said that he
shared totally the objective of greatly improved management accounting
in locel government. Preliminary disarsions had now taken place on a
possible Audit Commission, which would take in the existing Advisory




Group, the Local Authority Management Services Advisory Committee
(LAMSAC), and the district audit service. This would bring about
considerable privatisation of public sector activity; reduce
public sector manpower; merge % bodies - including a Quango -
into one; and integrate effectively local and central expertise.
Advisory groups were generally ineffective.

D In discussion the following polnts were made:

1. the existing district audit service functioned on a
highly independent basis; the Secretary of IState appolnted
the Chief Inspector, but did not interfere with day to day
activities, which were on a statutory basis. Audit service
costs were fully met by fees; this would continue with a
Commission;

LAMSAC carried out a great deal of useful work, but 1t was
not effectively disceminated; one result of a gtrengthened
Commission would be to publicize good practice.

4, Summing up the discussion on this point, the Secretary of State
for the Environment said that it was now important to set out the
options for, and the implications of, an Accounts Commission, 1n

more detail, taking account of the points made by Sir Derek Rayner.
‘He would circulate shortly a paper to colleagues, prior to discusson
with the local authority associations.

PUBLICATION OF INFORMATION

Do The Secretary of State for the Environment explained the
comprehensive range of powers incorporated in the Local Government
Bill to secure DhbllCdthﬂ of relevant information. He had asked
the Chartered Insitutute of Public Finance and Accountancy (CIPFA)
and the Society for Local Authority Chief Executives (SOLACE) to
work with officials on the form and type of information, but he also
wanted to commission work from independent management consultants
from the "consumer" viewpoint. Sir Derek Rayner said that it was
important for the local electorate to be presented with facte which
could be used to put pressure on councillors; and Sir Kenneth Berrill
added that the local media should be given information on which
could be based penetrating local debate.

o. In discussion the following main points were made:

i. central/local relationships were already very strained.
Great sensitivity was needed in handling any lssues which
implied central government laying down standards, or
guidelines;

the first objective of DOE was to get information published
locally; the next stage would be to pull information
together for central publication,as a second phase;

there was a potential contradiction between the objective
of central government withdrawal from "nannying" of local
government and issuing the type of detailed guidance
‘1mplied by centralised standards and avice
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there were considerable difficulties in measuring the output
of local government, especially on a comparative basils;

it was arguable too that centrd government should give a lead
as DOE already was with the publication of planning appeal

statistics;

careful consideration wacs needed of what information was
published and in what form;

a major need was to give councillors adequate information for
unless they became cost-conscious effective control over a
bureaucracy whose interest was in spending rather than saving
was unlikely; the example of progress in this areas was the
abolition of Parker Morris and project control in housing.

e Summing up this part of the discussion, the Secretary of State
for the Environment said that there was general agreement that the

Tocal electorate and local councillors needed better, fuller and

comparative information.

the .scope

offered by the information clauses in the Local Government

Bill. This was a critically important area; a great deal of local
government resistance would need to be overcome.

A CAMPAIGN TO MOBILIZE PUBLIC OPINION

e The

Secretary of State for the Environment said that he was

totally committed to making available/councillors and ratepayers
the widest practicable amount of useful information. But, as the last

part of the discussion had showed, there were problems.

would resent what they would see as central government interfering

in locegl iscues. Yet to be useful, central government would have TO
concentrate on specifics and on comparisons to mobilise opinion. Sir
Derek Revner said that it was essential to educate the councillor and

that making available to him examples of good practice was a first
and fundamental step.

e In discussion the following maln points were made:

14
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the large rate increases likely in spring of this year
would concentrate public opinion;

many local government functions were determined by the
requirements of local government. The functional committee
at the local level was generally more concerned with
spending than saving; on the other hand in recent montis

a realisation had grown up in local government that
resources were limited and the campaign of the Secretary

of State for the Environment for reductions in expenditure

had begun to be effective;

it was important that councillors should set from the ﬁOp-

a budget limit rather than budgets being made up by aggregating

from the demands of every level;

capital projects were still not handled well 1n local
government, and, in particular, the capital implications
needed to be brought home. Central government could play

Ministers collectively would need to consider

Local government




-4 -

a much more congtructive rolej;

y v. performance review committees in locd government were of great
. value and this concept should be encouraged whenever possible;

vi. it was arguable that, perhaps especially in education,
local authorities were now seeking to constrain rather than
to increase expenditure. There was a genuine fear of rate
increases.

10 Summing up this part of the discussion, the Secretary of State for
the Environment said that the points made Dby Sir Derek and Sir Kennetn
Needed to be taken into account in considering the action that should

now be taken. Some significant progress had been made; more was
possible. In the light of the discusdion he would make specific .
proposals to Ministerial collesgues, including performance review commttes;

THE ROLE OF THE INSPECTORS IN EDUCATION

44l Sir Derek Rayner said that he felt that the Inspectorate
could be used on value for money as well as on gquality in education
issues. The Inspectorate were more concerned with professionalism
than the sensible use of resources. Headmasters were not trained
to deal with questions relating to the best use of their assets and
regsources. Sir Kenneth Berrill added that the present balance was
wrong and that the Inspectorate should concentrate more on cost
effectiveness, and creating an awareness of value feor money.

In discussion the following polnts were made:

i. the Inspectorate did lack management experience and their
basic objective had not previously been concerned with
cost effectiveness. However, increasingly the enphasis had
moved to mansgement and a main function was now to compare
the use of resources between schools and to advisecaccordingly;

it should be possible to explore the possibility of giving
the individial headmaster much greater control over the
resources at his disposal. In some counties this had
happened, though there had been examples of shambolic results.

In conclusion, theSecretary of State for the Environment suggested
that this was an area which needed further discussion; and the
Secretary of State for Education agreed that his Department would
consider in more detail the role of the Inspectorate i1n this context.

NS

D A EDMONDS
PS/Secretary of State
22 February 1980

cc. Those present
PS/Prime Minister
PS/Chancellor of the Exchequer
PS/Chief Secretary
PS/Secretary of State for Health & Social Services
PS/Sir Robert Armstrong







MR PRIESTLEY

Thank yvou for your minute of
18 February, about efficiency and
waste in local government. I
confirm that there is no particular
hurry about responding to DES comments.

20 February 1980
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. cc oSir Derek Rayner
Mr Spence
Mr Patkison

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT: DES

i I take it that there is no hurry to reply
to Mr R J Green's predictable letter to you of

13 February (which I think I could have written
myself without difficulty) and that a response
can be formulated in the preparation of the wider

programme or package. Perhaps we can have a word
about this la%er on.

s In the meantime, you may like to know that
Sir Kenneth Berrill and Sir Derek Rayner are due
to see Mr Heseltine on 22 Februar¥. If you have
any thoughts to feed in, they will be more than
welcome.

g

C PRIESTLEY
18 February 1980







From: THE PRIVATE SECRETARY

HOME OFFICE
QUEEN ANNE'S GATE LONDON SWiH 9AT

15 February 1980

You circulated on 18 4 ﬁuary the paper by Sir Derek
Rayner and Sir Kenneth Berpill about local government manage-
ment and effectiveness.

The proposals are of particular concern to the Home
Secretary because the Home Office responsibility for direct
grant services - police, magistrates' courts, probation, civil
defence - involve us in a closer relationship with local author-
ities than is the case with some other services. At the same
time the proposals inevitably involve a possible conflict with
the current wish to leave local authorities the greatest measure
of discretion, to reduce central government intervention and to
reduce Civil Service functions and staff members. The merits of
the proposals ought to be applauded on all sides: but it seems
inevitable, even though the idea would be that local authorities
themselves should take most of the initiative towards better
management and comparisons of performance and objectives, that
central government will get involved in more work and the demands
for staff will increase - centrally or locally.

These basic questions of principle and of central/local
government relations are primarily for DOE.

I do not think we could usefully make more detailed comments
at this stage until we see the Department of the Environment's
views on the proposals in relation to local authorities generally.

I ought to mention that we have twice resisted, before the
Public Accounts Committee, suggestions that the Home Office and
the Police Inspectorate should become closely involved in the
detailed expenditure of police authorities and thereby reduct their
dliscretion.,

I am copying this letter to the recipients of yours.

Clive Whitmore, Esqg.







DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alcxander Fleming House, Elephant & Castle, London SEx 6BY

Telephone 01-407 5522

From the Secretary of State for Social Services

D A Edmonds Esq

Private Secretary

Department of the Environment
2 Marsham Street

London i,
SW1P 3EB [S February 1980

T ek,

My Secretary of State has seen your reply of 6 February to Mike Pattison's letter
of 18 January about efficiency and waste in local government. He would naturally
wish the personal social services provided by local authorities to be included
within the scope of any further initiatives, which should recognise in their
detailed application the special features of social service provision. He believes
that the way forward will lie through discussions with the local authorities and
will await with interest the outcome of the meeting which your Secretary of State
proposes to have with Sir Derek Rayner and others.

I am copying this letter to Mike Pattison and the recipients of his letter.

S
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DEPARTMENT OF EDUCATION AND SCIENCE Ml/ A W
ELIZABETH HOUSE, YORK ROAD, LONDON SE1 7PH fd‘/m/mwf,

TELEPHONE 01-928 9222
FROM THE SECRETARY OF STATE / 4/

ks i
Mike Patti E .
l[ike Pattison Esq 4 \fv MZ February 1980

10 Downing Street . L‘» w S
LONDON ) ,[ N~ 7
SW1 A 7 (N\ I,J

)% M}P;} | Gt W/V/%za/z.

You sent me a copy of your letter of 1¢/January to David Edmonds about

the Rayner/Berrill paper on the possibility of a campaign for securing
greater efficiency in local government. My Secretary of State has a major
interest in this issue, since in England education accounts for about

half of total local government current expenditure and manpower. He must
also take account of the effect which the Rayner/Berrill proposals may have
on his relations with local education authorities since the statutory
framework for the education service in England obliges him to pursue his
policies largely by informal means and with the support and goodwill of
local education authorities.

Mr Carlisle agrees with the Rayner/Berrill report that there is scope for
increasing the efficiency with which local authorities run the education
service, that councillors should take a close interest in its efficiency,
and that they and their senior staff would be assisted if they could look
to some independent, outside advice on good practice and on what would

secure value for money.

He also agrees that comparative information about the expenditure of
individual education authorities on particular services is useful. The
DES has pioneered and supported the collection and publication of such
information, and Mr Carlisle strongly supports the proposals in the Local
Government Bill to extend and standardise the information published by
local authorities. But differences of expenditure can often be explained
by differences in the classification of costs, the structure of the
institutions, geography, curriculum, standards of provision and many other
factors. In any case, in education better value for money is not always
achieved by lower expenditure: for some authorities it is achievable only
by spending more, because the existing level of expenditure yields such a
poor educational returne.

The variety and interplay of all relevant factors do not, in the present
state of our knowledge, permit the DES to say whether an authority is
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Q)erating efficiently or inefficiently with the degree of assurance needed
to justify asking the authority to explain a particular level of expenditure
or staffing. To take just two of the examples quoted in para 21 of the
Rayner/Berrill report, the comparison between Surrey and Suffolk secondary
education unit costs takes no account of the relatively much larger numbers
of Surrey pupils who stay on beyond 16; and the comparison between
Bedfordshire and Lancashire primary education conceals the fact that
Bedfordshire, unlike Lancashire, has middle schoolswhich contain some pupils
of secondary age but are included in primary schools for the purpose of the
statistic quoted. Given such structural differences, it would not have
been surprising if selecting the highest unit cost to compare with the lowest
from amongst all the countries had produced bigger differences than 20% or 30%-

My Secretary of State considers that the Rayner/Berrill report underestimates
the great difficulty of establishing valid forms for the cost and staffing

of a particular educational activity or unit (eg a school or FE college) which
could form the basis of DES advice in local education authorities. DES has
so far been able to provide such advice on the capital cost of educational
building. On current costs, DES proposes to use the new system of block
grant to develop an effective method for determining standard expenditure for
individual education authorities. We cannot be confident of achieving this
quickly. Even then we should only know what, given the various factors,

an authority might be expected to spend in relation to another in order to
achieve a certain level of educational provision. We would nat know what
they ought to spend in absolute terms. We are therefore now looking at the
feasibility of developing a method of judging what schools (and perhaps FE
institutions) ought to provide and cost. But this is an immensely difficult
task, which has never been undertaken in England, and in attempting it we may
be inhibited by constraints on manpower.

Mr Carlisle therefore considers that, in the shorter term, improved local
government efficiency in education must stem mainly from local government's
own efforts, for example in developing the service given to them by such
organisations as LAMSAC. They have been disappointingly slow to help
themselves and each other in this way. The Government's prime role would

be to encourage public recognition that local authorities have a duty to make
themselves more efficient, and to help each other to do so. In that connection
still greater concentration by the District Audit Service on value for money
audit would be a helpful Government contribution. Mr Carlisle considers

that strengthening that service's position is likely to be preferable to the
creation of an Accounts Commission.

As regards the two Rayner/Berrill recommendations specifically related to
education, Mr Carlisle agrees with the Prime Minister that the recommendation
about HM Inspectorate does not fit into this particular campaign although
their public reporting of good practice and their care for standards do
encourage loeal authorities to get value for money.

Recommendation 7 and paragraphs 25 and 26 of the report seem to be based on
ignorance of HMI's functions, work and size. Mr Carlisle is satisfied that

HM Inspectors work fairly and squarely within known policies, whether these

be concerned with standards, curriculum,teacher qualifications or public
expenditure. They have, however, a duty to report frankly to him on the
outcome of these policies and this must at times mean that inadquate standards
have to be attributed to inadequate provision and expenditure.

The doubt expressed in the Rayner/Berrill report about HMI's local inspectorial
role, apart from misunderstanding their relationship to local authorities, over-
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oks the fact that HM_Inspectorate is a small body by comparison with the
number of institutions to be inspected. Because of its small size, it has
of necessity concentrated work on major matters of public concern where the
achievement of effective performance is a matter of urgency. In line with
the Select Committee report of 1967-8, formal inspections still take place
where there is special reason. In addition local educaion authorities under-
stand the functions of the published reports resulting from inspection surveys
and have responded well to their evidence and recommendations. For example,
every Chief Education Officer in the country will be involved in the follow-
up to the National Secondary Survey which relates directly to the Government's
desire to establish consensus on the curriculum and to improve standards.

Mr Carlisle does not therefore feel there is anything particular to pursue

in respect of HM Inspectorate. He is, however, aware that local authorities
and in particular local advisory services have some difficulty in carrying
on from where HMI's work properly leaves off. There may well be a need to
examine the inspectorates of local education authorities, taking into account
their size and other functions.

Rayner/Berrill make the specific recommendation that the Education Departments
should review urgently their contribution to the management competence of
senior teachers and administrators. (Recommendation & and paragraph 29.)

This is already in hand: a good dedl of activity exists. Two important
research projects are being undertaken and HMI have made a review of provision
in a number of authorities and institutions, the results of which are being
analysed and discussed with the people concerned. More importantly, by
inspection and associated reports to LEAs and in institutions, HMI contribute
directly to management competence; they also take part in courses provided

by many agencies and mount a small number of courses both regional and national
for heads of department, heads and other local authority personnel. The urgent
need to develop management competence is a regular theme of discussion with
education officers and thertrainers of teachers. But these are activities
which are likely to be vulnerable to the current squeeze on resources.

The issues raised by the Rayner/Berrill report are far-reaching and complex
and involve not only individual services but their interrelation at local
level. Mr Carlisle has seen Mr Heseltine's suggestion, in David Edmonds'
letter to you of 6 February, of a bilateral meeting with Rayner/Berrill. He
hopes that this discussion could be broadened to include other Ministers with
responsibilities for local authority services; he would personally very much
welcome the opportunity to contribute.

I am sending copies of this letter to David Edmonds (DOE), and the other
recipients of yours, and to Kenneth Mackenzie (Scottish Office) and George
Craig (Welsh: Office).

Tk b

Private Secretary
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2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

6 February 1980

Ve Nbee

Thank you for your letter of 18/§;nuary about efficiency

and waste in local government. My Secretary of State has
now discussed with the Minister for Local Government and
Environmental Services and officials here the ideas set

out by Sir Derek Rayner and Sir Kenneth Berrill in the

paper which they produced for the Prime Minister which was
annexed to your letter. As you are aware, the proposal for
an Accounts Commission was discussed at H Committee on

6 November, and since then there have been fairly intensive
inter-Departmental consultations. We are now at the stage of
discussing with local government and other interested parties,
before reporting to Ministers.

In the first instance, my Secretary of State feels that the
subject could perhaps best be carried forward by a discussion
between Sir Derek Rayner, Sir Kenneth Berrill, Mr Tom King and
himself. He therefore proposes to set up a very early meeting
to discuss the paper and its implications.

I am copying this to the recipients of your letter.

LJe.
?L;.D.CU
A EDMONDS

Private Secretary

Mike Pattison Esq
10 Downing Street







22 January 1986

The Prime Minister, with a ®ew of her colleagues, recently
had & meeting with the Chairman of the Conservative Party to
discuss the relationship between central and local government.

Ae one result of the meeting, the Prime Minister has asked
Mr. Heseltine to look at the possibilities for a campaign to
improve efficiency and reduce waste in locel government.

(8- |- KO

I now enclose a copy,ﬁf/a letter which 1 have sent to
David Edmonds about this{ At the time, this wes copied to
the Private Offices of the other Ministers who had been involved.
You, George Crailg (Welsh Office) and Genie Flanagan (Department
of Transport) to whom I am copying this letter and enclosure,
will also wish to be aware of this work.

. & | a{S N:

Godfrey Robson, Esq.,
Scottish Office.
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Mr PATTISON

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

1. Thank you for your minute of 18,Jénuary and its attachment.

e I see that the Scottish and Welsh Secretaries and the
Minister of Transport are not among the copy addressees and
wonder whether they should be included.

Bl If the Education Secretary's resgonse is not copied to
this office, may I ask you to ensure that Sir DR does see it?
4. There is no need to reply to this minute in writing.

PRIESTLEY
21 January 1980







10 DOWNING STREET

From the Private Secretary

MR. pnﬁ@

v

Thank you for the loan of these
originals.

I enclose a copy of the letter I have
today sent s2tting out the Prime Minister's
reactions. You will see that I have included
a mildly censored version of the paper, which
excludes paragraph 38 and recommendation 11,
for reasons which we have discussed. I have
also made the reference to Councillor Jinks

more anonymous.

18 January 1980
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CSD
10 DOWNING STREET
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From the Private Secretary L f"/ 18 January 1980
P

During the meeting on local government held here on
8 January, the Prime Minister asked what could be done to
produce greater savings 1n local government. There was some
discussion both of manpower control, and o¢f the measures which
your Secretary of State has in hand to ensure that adequate
information is published when local authorities are considering
spending proposals.

The Prime Minister has been giving further thought to
questions of efficient use of resources at this level, which
she initially raised with colleagues early last year. (Tim
Lankester's letter of 16 May, and renlies, refer.) Some of the
Goverment's measures aimed at putting its own house 1in order
should be producing tangible results over the next few months.
The Prime Minister would therefore like your Secretary ci State
to consider how Ministers might prepare a parallel campaign Ior
local government. She has it in mind that this could be launched
later in the year.

I enclose a minute by Sir Derek Rayner and Sir Kenneth Berrill,
covering a paper they have produced in response toO the Prime
Minister's request for proposals. The Prime Minister 1S sattracted
by the recommendations they make, and the annexed outline Ifor
a campaign. She has asked that the Accounts Commission propcsal
should be further considered as recommended in paragraph 7 of the
paper. She would further like your Secretary of State to consider
whether the remaining recommendations, tcgether with the annex,
provide the basis for a worthwhile campaign. She would also
welcome his views on timiao. In respect of these. recommendations,
the Prime Minister strongly supports the ideas in paragraphs
19-16 and 20-21. These fit in well with your Secretary of State's
proposals on the quality of information published when local
authorities take expenditure decisions. She believes, in particuiar,
that the examples in paragraph 21 should be referrea to the
relevant authorities and published in due course if no satisfactory
explanation is forthcoming. She 1is not, however, convinced that
recommendations 7 and 8 (on inspectorates and the management QL
education) fit comfortably with the remaining ideas for this
particular campaign. MNr., Carlisle may have comments to make on
these points, which she thinks are worth pursuing in their own
right.

/The
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The Prime Minister would like Sir Derek Rayner to be
- associated with any campaign in this field, and she would like
your Secretary of State to consider how best to make use of

his services for this purpose.

I am sending copies of this.letter and enclosure to
John Chilcot (Home Office), Martin Hall (H!iI Treasury),
Don Brereton (Department of Health and Social Security),
Peter Shaw (Department of Education and Science) and to
Martin Vile (Cabinet Office), Gerry Spence (CPRS) and Clive

Priestley in Sir Derek Rayner's Office.

TS N

fite. Fidlian

‘ Ld

-

- s 2
= A K a
" 25
c:' ‘5‘; ! - A - -‘:!'_’ & w » - > “ . PR - -
- - > ; ot - n.‘ d L - ~ - ...ﬂ.
A P e . -
9. % 5, 4. = ., - £ 13 « .2 % l.;"
ey ¢ » v et . « ata W ) LA peal S H e B gy =
ew ~ : & P s ° . e " . - o .
- LY i . L L i . . . iy Ao I el i . . 24y L .
E B setg Rt e i Y-avB & . + MDA JE T IR R ¢ S o b e N R R R .
CRPRR TR PR i R0 T Sl S O 8 S T M I T Freiyvan :1‘5}:’?% NIRRT gy SOy TS
el
- & Y -t - s 11 -fe- P "4 & ol - o e . slo ot . =
vt k] gt - v £ - i i - Pl e v a? adl Eindu.
N pe gt S VA T L e N e R e S T I SR
. E - A L 7 .
.-
-
: R T ) J . 1 2 *m - 2 e At - i 1
* - - iy, <t k

v ias ek s DAV A ~EBdmonds ,_..-,—Esq P S .L-:,-,, Y A
Department of the Environment.




PERSONAL
PRTIME MINISTER

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

=|
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v We attach a note on the possibilities for effective and
feasible action in the field of efficiency and waste in local
government. Our recommendations are numbered in the margin of

the text and summarised in paragraph 39.

Pa We believe that there are three key issues, the power of
the central government's purse; the power of public opinion;

and the will of local government itselr.
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Dle The first of these is the subject of other papers before you.
Decisions on the central funding of local government (the block
grant, the future of the rating system) and on the pattern of
accountability are of critical i1mportance to the behaviour of

uboth centﬂal and loca1 governmept | The at bachpd p?te s ;cox.e.:a.h “
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Covernment has a necessary role as custodian of the public
interest in the general cost effectiveness as well as the quality
of services. We envisage Ministers, putting it in rather old-
fashioned terms, as champions of the anonymous taxpayer.

Sie The main point, as we see 1t, 1is how toO provide the two

paymasters of local government, the local ratepayer and Central
Government itself, with consistent information about the way in
which local authorities spend and the cost-effectiveness with
which they do so. The aim should be to build on what already
exists, including the work of the District Audit Service and the
Chartered Institute of Public Finance and Accountancy, but also
.Twto.use the ceptral- knowledge. “and:’ pesources of. Mipks sters ,and:thgle

Departments so as to leave local authorities with less excuse for

inefficieney.

Bl We are fully aware of the dangers of an approach which
.turn _uhe will of local government against. Ministers. Elee
' “metibets havéthe” respon51b111ty FEr local servicégi=. Somes
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EFFICIENCY AND WASTE IN LOCAL GOVERNIMENT

Finance and financial accountability

1 The fundamental 1ssue of accountablljtv i.s not dealt with

in this note, but it cannot be totally ignored. The effectiverces

of any campaign to improve efficiency and reduce waste will.

depend to an important extent on the framework of financial

accountability within which it has to operate, which 1s jus® &s

- "slmportanb as, the tlghtness Qr ea81ness of uhe avalla 1.Lt¥m9j ToSOUTG

2 - Our proposals for the campaign assume that
2. PESC allocations in the local government field are
tightly. drawn, providing for little or no growtih;
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4
b. to make local authorities account to IMinisters

for the way they:spend on particular services;
R to persuade Parliament To. assume a monitoring role
by extending the remit of the Public Accounts Committee

and of the Comptroller and Auditor General to local

expenditure;

a5 to rely on the provisions of the Local Government,

4 - These questions are large and controversial. We raise
them here for two reasons. First, they are relevant to the

Secretary of State Lor the Ehv1ronment 5 pr0posal to.set Lp
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5 It is not obvious’to us that the local authorities can
be‘expeoted to agree with the proposals for an Accounts
Commission nor, if it meant a quarrel, how it could avoid
reducing opportunities for other and possibly better steps
later on. The proposal seems to us to import an awkward mixture
of encouragement to and audit of local authorities but, perhars
more important it raises the'qnestion whether it is right to
respond to worries about the efficiency ard the accountability
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of local government by reducing its capacity to reform itse

by taking away some of its functions and giving them to a

.
. - ] - o o arl ..

ey . . e .t . g {J S >t
-

-“ron—eleoted body app01nted by oentral Governmen%

6 Secondly, there is the future of the District Audit Service.
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encouraged to snend more tlme on "value for money' as oppo

[flnanolal audltlng, and to glve more publlolty to its audit
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S we recommend that “the” constltutlonal 1mplloat10ns of tha™

"Accounts Commlss1on" proposed should be set out so as to era%le
Ministers to consider whether, if adopted, it might work against
rather than for more substantial change and that the Government

should consider further, in this context, how best to develop

and deploy the District Audit Service.
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Broad principles

8  Against that background of tightness of local authority

money generally and strengthened local audit, we recommend

an approach to a campaign on efficiency and waste in local

government along the following lines:

3. The counfry expects'that government, nationally and
locally, must not only work for greater cost-effectiven
of services, but be seen to be doing so. This means
elected members must take their management role more
“rseribusly and that public’ opinicn must be robilised:to.-

see that they do.

bis Common sense suggests that as the central Government

. -

.. parcels.out.a lot of .the, tax er's money to. local .
e, RATCEL By OUL e 8. 0L Ol L bt Day B D it Bl e Vit s e

-Government _1t shares the requn51b111ty_fqr eelng that
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,w,kettle;blaqk . Central Government should, acknpwledgpagpa;im;
it ds 1tse11 1mner¢ect and that example. 15 bettor than

precept.z Mln;sters wouldwheamqre“pensuasive.ifwth@yuqoulduk

[ Calar 50 ey s s e 5 Tre at W " b A .o T Y . ':.- -
LI SRS ' so Tk CITTERTT LA A Ty
i . ¥ .

"':P

show that they were putting their own bouse in orders “Do
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d. At the local level the best hope of reform lies

in the hands of those responsible for managlng resources,

ie elected members, provided they are properly stimulated

.'

anq\kept up to the mark. The best messages about good
\

management would derive from the good practice of those

authorities which are already doing much to improve

management and services.

€. The practical substance of the Government's approach

should be three pronged the close examlnatlon of
tertlcular serv1ces and the use of manpower' the
management and financial regime; and the use of such
instruments as Inspection which lie in its own hands.

These three are considered below.

. - i e P LI 1 S = T [ 0 .
Sirverai b LS W oty L Fe G S T S Y R e 2ty

w0 Prong (Ti i THe ‘examination .of [PparticUlaT S6TVIEES
9 "Local Government" and "Central Government" are large,

“rinhelpful ‘terms. - To. glVe*drlve to. 8 praotlcal programme'”we

need to think in terms of relatlonshlps between looal

“¥. ;p. ‘-'-." R -‘-.-'p.-
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authorltles for partlculsr serv1ces (eg educatlon, flre, I
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houslng, planning, police etc) and the relevant Whltehall
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.departments (eg DES Home Offloe, DO eto) ’ we d1s0 need to

-.be’conscious. that. .each service:is 'defended" by a’ th:cw L
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cluster of vocal and sometlmes potent 1obb1es'ard pressure:”'
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10 We recommend that the drive should be given force and

sustenance by mobilising local public opinion. Local

Government claims that it sets great store by local accountability,
\ . i I T

but we fear this is all too often a dead 1et?er. Let central
\

Government stimulate the appetite of the local people and the

local press and build up the expectations that local authorities

should be (and need to show themselves to be: ) cost-conscious
and that the services provided are concerned with cost

effectiveness as well as with quality.

Sw, St .'. .~ -‘-".- . = "-'_..-.' -: $ . . ey By w. L eSS ". =) '...‘

Al One ofxour correspondents, Mrs Tsobel Spencer of Lelcester?
has caught the point well, arguing that the opponents of "cuts"

are getting the headlines:

"Would it be possible.ceees...t0 examine in some detail
;,.one. or. twos. areas of public: expenditure and-publicisgesz.. .. -
'examples of how money could be saved other than by cutting
..., Services.. It seems to me that ng.public bodles are taking - . %o
lallong: positive look.at their.accounts. and saying tthig: o~ -
that 1s extravagant and the money would be better spent in
another way'. Many of the people I talked to have the
hopeless feeling that they cannot have any influence on the .
- onsbupidities. that g0 on. - .Pleasge:r could: you nob  realiy ' 'sua“gi;'
“* Yhammer home' in some practical way that it is wastage that
should be cut, not services."
«-ct-(Letter .0f 18, .Q.C.f@ab.ere.) Ao N e i

S 132,W‘W9hthlnk that 1t shauld4be ‘readlly.possible. Lo qentral GHd:

1ocal Government to prepaLe collaboratlvely 2, Ydol 16 yoursel”” gu“ae

.i

. . .
>
- =~

costs and thelr effectlveness° This would be supplemented by
”examples of” cost con5010us (and perhaps un—cost consc1ous)
management gettlng down to the detail of runnlng, say;-a school

or a residential establishment and doing so 1n vivid and direct




language. One should also look at such "business-type"

undertakings as public transport. It would be desirable to

get particular authorities to prepare the exrmples, andf

indeed.%o put their names to them, but that might be asking

too much of human nature.

13 It would be necessary to publish the guldes and to ensure

that the examples, even if pseudonymous, were authentic.

i ?14a;mltgwould:elso‘beﬂimportant.tocpersuade localeéhthorities*'
themselves to review services, or some characteristic part of
them, following the guidance given and then to publish the

results.
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a2l Quegtlonlng e s for and cost—effeotlveness of

serv1ces or parts ef serv1oes. (ThlS would obvmously be
'-_,'%_ a - .'k srvag 2 T3 .---”.-' -.r‘e'_.~ ‘.--- st -‘-;‘ PRI e R

'mﬁoh a581sted bv e examlnatlon of pertlcular i
sea»PETViCES, ;especially.in respect.of  manning. (see.paras: 34 . iu
"below). ) . - ‘
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bis Questioning incremental budgetlng and set rates of

'ifjflncrease of expendlfure, plannlng resource allooatlon by

reference to proved need.
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-

-¢c. = Measuring performance by achievement, not by 'eXpenditUrej
level, and by reference to external standards and comparisons

as well as to internal criteria (see para. 22 below).
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d. Finding money within existing budgéts for services

by savings and sale of assets.

- 3 ) - . 1 "I

S . . 1. .
e. , Breaking down barriers between serﬁlces, especially

in respect of such assets and equipment|{as premises and

i

16 We therefore recommend the publication of a guide

vehicles (see para. 20e below).

containing observations and suggestions, supported by examples
of good (and possibly bad) practice and subsequently the
publicgtiqn of a series of detailed pieces on particular
services. Both the examples in the first paper and the
subsequent examinations should be the product of particular
local authorities, although published by central Government.
Getting local authority co-operation might be difficult, but
should not be impossible. We deal below (paras. 35 and 36 and
Annex) with the question of Ministerial responsibility for

this work.

Prong II. The management role of local representatives

117 We referred above to the "family conﬁection" in services

as between Town Hall and Whitehall (para. 9). The local
reflections of this are "departmentalism" and the comparative
weakness of the full Council and of its central controls over
finance and manpower as compared with the strength of

depar?mental Chairmen and Chief Officers. (This has been compounded

since re-organisation by a certain lack of clarity in specifying

-y -
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the respective responsibilities of different tiers in the
structure of local Government.)
- \ 3 - ’l
We“eelieve that the main targets in thig area are these:
3. Obscurity about the respective responsibilities
of members in their different capacities as Councillors
and members of "service" committees and ‘about those of the

Chief Executive (where he exists) and of Chief Officers.

D.e Inertia, including the reluctance of members to have
their administration looked over by outsiders, to find the
time and energy to review the delivery and guality of

services and to upset the unions.

- . - 3 J > . - . .
va . ’ ) R . . Y - .o - - Ry o > - bl waa tib ® _' . 2 .‘- R S e
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'é. The 1neffect1veness of control at the centre of a

. + 3- e, .
- % : . . ‘e L I yiie I i LB Bivg e il
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:”local authorlty OVer flnance and mannlng (1n overseelng

the use of resources by departments and in combating

«hhe  tendency tbwardéZinéremehtelism~in-finandial“pleﬁniné”

end allocatlon towards spendlng unnecessarlly to use up

- . L] . . ot . 3 ] a 1
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annual budget and towards loaalng admlnlstratlon and’

ancillary Serv1ces on top of maLn serv1ces for no obvious
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advahtage)
d. Weak control‘oeef capltal proaects, because of lack
..of managerial experience..and.forethought, ..

e. Lack of intelligible management information for

members
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Our suggestions here centre on clarifying the management

role of elected members and their staffs and strengthening their

capacity to carry it out.

-

N\
N

\
We recommend as follows:

als There should be guldance prepared ty central and

local government collaboratively on the;nature and

performance of elected members' role as managers, agaln

"based on good local authority practice.

< . ’ ; P - - . & o
e W T - - e ..}- S AN

b. This should include guidance for Committee Chairmen
and Chief Officers on setting expenditure objectives;
clarifying the respective roles of leader, Chief Executive,

Chairmen and Chief Officers in resource planning,

.+ managéemént and control; and thé*typé”of”infdfmétgéﬁae-

-,.ﬂhTﬁqulred o -enable meribers: to become. 800d manxuers.g;

e Ce There should also be guldance_on.the managemcnt .f$ﬁw-;

such partlcular Seryiees and 1nsb1tutlons as 1arge

G I I e L T O P X sy A0 (R S Gl e et T s R O e
-zh-t*.ﬁ“-f*domprehen51ve-schooIS‘(see also‘parb; 29'belowj. -

di ThE Governnent gHeuTd i the v ariange 1 tse Ve et

stlmulate otherb to arrange courses and uonfereqces for

e ey KR

' . - i . e -..

local represent&trves on- thelr “value for. noney”*role.'

(Lord Bellw1n recentlv told a 1ocal authorlty gatheang,

” -ea.*‘v- r:i_.

Pkl .
So (haav St s G -t uh R T RN

"{ here NG aﬁ7'enormous number of Conferences....... for

members and officers, covering every functional activity




b

in local government and yet never have I heard of an
open national Conference of members, specifically to

examine ways of doing things better".) , i .
\ .

~
\

e. Both guidance and conferences shoulld be specific.

Some examples which occur to us are there:

E 115 Members should be encouraged (and a
corresponding public expectation should be stimulated)
to look at such transdepartmental issues as heating,

hhlightingyﬁcleaning,-tp&nsper?;rPremiées;’invoicing“ﬂ

' ~and printing.
Ll The machinery for this should be specified,
with an explanation of the use of Performance Review
evn .. -Committees and, Audit Committees,:. neither of which:is..
5 L - by any means unlveroal but of each of. whnuh uhere 15,‘;,;

we understand Some encourag:ng eyPerlence to tapo

i 111.}_Members mlghe also be encouraged to cenelder

e WR s SRSl gl LT o oy, -
| | whether 1t 1s true, as many people belleve, that
iﬁﬁ"fﬁﬁﬂﬁﬁmﬁﬂrk}“ 2t “pUbLiC expendi%ure—cu%s tehd td rellfmost heavily ‘on !
ol - service provision, leaV1ng administration relatlvely
e S P L R Bt unde B hed HANG, TS0 ¥ U exdiling tHE - SrEaAT SRt TenaT Thork ey e

that lead to thls and how they mlgh+ be neutrallsed..
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21 Mr Tan Coutts, the Conservatlve Leader in NOrfolk has

fécéﬁfly drawn attentlon to Such dlfferences between unlt costs as

these:.

~-  Northumberland spends nearly twice as much on fire cover

per thousand people as Northamptonshire.
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Recn 6

“1ocal authorities. This meads ﬁrdviding‘a”eomﬁen“besisT5f

v wf .,

s

Bedfordshire educates primary school children at a
cost per pupil 30 per cent higher than in Lancashire;
Surrey educates secondary children at a cost per head

-

~ 20 per cent higher than in Suffolk.
o

Buckinghamshire produces school meals at a cost

20 per cent higher than in Herefbrdgand Worcester.

Derbyshire pays 40 per cent more than Salop to keep

a child in a community home. .

22 One of the most important tasks is for central and local
government collaboratively to ensure the provision of information

which will enable. elected members to compare expenditures between

.
oy < o

and thelr
~two paymasters, the 1ocal elector and the central government.
WHat ;s spent’. Whathis boughtufor.the erenditurqu Mueh u5e£u1=;~
work 1s already done in this fleld by the Chartered Instltute of

28T e R el tomey e Lted R R Ny (B e b g

PUbllc Flnance ard Accoﬁntancy, but we, do not belleve ‘Ghat the.
results are used as exten51vely ty local autnorltles as they
“Eheuld bel T Mhere 1g" aIso LAHSAC but Het alfvieeEi\thigritlee -
use. b, Ue would want to see. local self -help strengthened but
beeeuSe much of the* present organlsatLOn and. methodo worx in lOCdl
authorities is feeble and 1nadequate a powerful external 1mpetu8
is.reéurred in the.shepe ef regularly published 1nformat10n on
spending on dlfferent services. we think that the Government
should set this information in context by such central analysis as

local authorities cannot manage for themselves.

A28
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Prong III. The use of instruments in the Government's own hands,

notably inspection

25 Apart from the District Audit Service on which we have
N
already commented, we believe that the Gove ent should

consider what instruments 1t can itself bring to bear on local

authorities without overbearing. We recommend in particular

that the purposes arnd methods of relevant ingpectorates should

- be reviewed urgently.

24 . In the casg of the Fire and Police Inspectqrates this would. .
mean consideniné the extent to which they are at present concerned
with resource allocation, rather than with the maintenance and

improvement of professional standards. (For instance it has been

put to us that tnear effect 1s to drave up the costs of services

. g- ‘

because of tnelr 1n81stence on the best equlpment | and the Flre.'.

> .-.
e oA e

Inspectorate,nave certalnly been unsuccessful in plewentlns many .
local authorities from exceeding by a long way the Home Office
¢.;;g§tandaros,on.ﬁine.Qover,).4Similar;gpestionsueouldﬂhewaske@lof;the”

Career Service Inspectorate.

-
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25' In the case of the Schools and Further Lducatlon InsoectOta e

P

"t "\" .t.. .'.‘F" . .t A "& ‘f I l-l "" " ‘t ...'_ A-‘ ;- .. .'"-‘--“‘ _-... af']ﬁ ""'.‘}

i (uhlch dears th'by far thedla:gest single local authorlty i
.. gxpendifure) we Think that there.is a truly fundamental issue:.:
S B ETE the Thle Yof RERtiaT by ntments SRS b view was that T
because Parllament made parents send thelr chﬂldren Lo schopl ,
it should guarantee that the educatﬂon glven was worth hav1ng.-
We are bound to say that in our view we still fall to preserve
many of our children from being made into second rate people by

second rate education and that, far from being the taxpayers' and

155




‘l’ | o -\ %wt,
parents' friend, the Inspector has become part of the educational

stage army and defence mechanism,

26 It is doubtful whether the Inspectorateiperforms a local

inspectorial role of real value: it appears’to have becone
another "research and development" organisation. The issues are,
"What standards do we wish to promote? What%is the best policy
(taking cost-effectiveness into account) for promoting and
monitoring the achievement of these standards? What part should
the Inspectorate play 1n thls process'P What 1nformatlon crhould

.Jbe made avallable to the publlc about the performance of partncujar

institutions as a result of inspection?"

27 We see this as a'key 1ssue in determining whether such a
‘w*service'as education“is'run"by“the“professibnal'estahiishnent””
"afgruxmalnly by reference to crlterla powerfully modulattd by the 1nter—
g q'play of pressure groups or whether the Government plays that

fcentral part whlch no other natlonal 1nst1tut10n can play, namely

| assertlng and defendlng standards on behalf of the people as a

2 - ] -m —

e 4O L .
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, meet move s by Government to assert a greater central lead on =

- ; . -, R ST e » = . '. -y f & * . a._ -

;;P;;f' standards, to 1ncrease the 1nspector1a1 role of = the InspeCtora‘*“e1
and to strengthen the responsiveness of local authorltles to

oo day o geaded . X

1nspectlons (backed up by publlcatlon) It is, however, our clear

= -,q‘ . - PRI ST noLoags “'.-, S e W e at " o adreage '.'_-,_;_,-.'.._

impression that such moves would be welcomed by manJ in the practice

and administration of education and by a multitude of parents.

14




Recn 8 29 We also recommend that the Education Departments should

urgently review their contribution to the managerial competence
of senior teachers and administrators. Being head of a large
school, or a polytechnic or a college is taxing and difficult,

but our understanding is that the training available to Principals?

Heads and Deputy Heads is limited in extent and value.

Manpower

30 - . A Lord Mayor's correspondence with you and
Slr Derek Rayner S Offlce durlng the .summer. showed that ‘the. glowth
- of local authority manpower seems 1nexorable, even to those at

the local level.

- 31 . However, the consumption of manpower can be attaoked b}

: .reference to some' falrly 81mple questlons and by exp051ng Lhe-
ST anSWers to; the, dellc gaze.;t“ﬁofﬁ?f§f3:Qﬁﬁ?mﬁﬁﬁafﬁ{kig:?;nf'???*“""
- How many people are needed in order to provide the
ifémfzrm*ﬁfﬁﬁ?of%3Seryiqe*thai*is“neaded?”““ﬁﬁffﬁﬁz¢4?”?4?k”?3?*5{5J7ff?*5ﬁ"m

- What are the effects of haV1ng more people than are
5 2 “.":.,{_'. S npie e e e e bu.- o S A, - ‘,‘ ',..‘_" oL Lt an p J‘,a---. .'0“."4 ,,s,-‘ 7 .'! e 2 a‘b" :r“ 3 ERS 2 l ‘w-. ..u‘,‘-';o.:‘;_w ."'!" D Sid te

needed' eg in admlnlstratlon and an011lary serv1ces7

- How much double—banﬂlng is there between serv1ces?

X * e . . I 5 Poaine ! T oo, SIS 5 Tt Y -
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. 52., It 1s no use hav1nw a "Manpower Watch“ 1f one does .not, get

v &'

behlnd the figures and” explaln ih g much detail” and a5 v1v1dlyé“”

. .4 Ml AL s
o @t AtaR o W > S (ool %Y,

as possible what staff actually do and what value they add. =




Recn 9

» e

Recn 10

786 'Sevéral Ministers and-departments. aréinvolved” in:our . ‘iU

T

........

'“the questlon of leadershlp and co ordlnatlon.

" . : & -- .. .',&.,--"'
3% This is also a minefield. But we believe that it calls for
radical measures to expose the nature and cost of both over-

manning and of such restrictive practices as constralnts on the
N | 3

redepldyment of labour, staffing levels and phoney bonus schemes.

34  We recommend that central and local goernment should

collaborate in preparing for publication descriptions of The use
of manpower as part of the series of appraisals outlined in

paragraphs 12 - 15 above; that they should describe the model

..staffing regimes.for particular Services'anduinstitutions;«;amd.1**'

that Central Government should also publish data enabling Jlevels
of stafflng tc be contrasted as between different local asuthorities.
Again, as much as possible of the descriptive work should be done

by local authorltﬂes themselves, but we belleve that the Governmeqt'l

T . -
] = Ea

should become in ef ect a "consumer a55001at10n' fo“ the taxpa er.
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Ministerial action

recommendatlons. We must say frankly that an early need w1ll be
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=_to get departments to commlt themselves 591 helplng the local

taxpayer get value Lfor mone;,,even jf it harms the tradmtlonal L
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supportlve relatlonshlps between cent*al deD artments and their

.JtlocaL government -opposites. . We should there?ore ralse with' you
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36 Our view is that you might ask'the'Seeretary of State for

the Environment to take the lead on your behalf, To prepare

rapidly a plan of action for agreement by you and your coileagues
and subsequently to report back to you at regular intervals. On
the other hand, of course, you might prefer to keep the reins in

your own hands for the time being.




37 We offer in the Annex the outline of a strategy, which we

invite you to consider.

Summary of recommendations

38 ° Our recommendations are as folloﬁs:

Recn 1 The constitutional implications of the "Accounts Commission for

Local Government in England and Wales" proposal should be set’ out

so as to enable Ministers to consider whether, if adopted, it

might work against rather than for more substantial change and
.thebevernmentrshould eonsider'further,'rnuthievcpntext}“how“best‘f'

to develop and deploy the District Audit Service (paragraph 7).

Recn 2 The approach should be as in paragranh 8.

Reen 3 leen the ex1st1nn dlstrlbutlon of responQ1b111t1es between centraTv
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and 1ooa1 government publlo oplnlon should be moblllsed and the
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;ﬁkcrf"Government sneuld regard 1tse1f ‘as’ & ”cdnenmer a88001at10n” for
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the taxpayer (paragraphs 10 and 34).
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Reon‘4 The Government should publlsh a serles of guides and paoers on

'aégenfﬁwvalue for money, preferab1v 1ncorporat1ng the WOk ef local' LR B TS

authorltleu (paragraphs 12- 16)
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Recn 5 The Government bhOUld Dubllsh 0'uldanoe on the manavement role

-ﬂﬁoi elected members and of those responsxble for providing .
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serv1cee (paragraph 20)

e A CL U ) .ty T S

“Rec¢n' 6 The Government should publlJadata on’ local authorltles spending

on different services (paragraph 220

3 176



-

The purposes and methods of Government Inspectorates should be

reviewed urgently, with particular reference to education

(paragraphs 23-28).

The Education Departments should review urgently their contri-

bution to the management competence of senior teachers and

administrators (paragraph 29).

The Government should publish descriptions of the use of manpower,

model staffing regimes and comparisons of staffing levels

(paragraph 34) .

A plan of action on the lines of the Annex should be adopted

(paragraph 36).

Lo Adess Kenieth Berrd 1370 s sy

Derek Rayner
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ANNEX

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT: OUTLINE OF A PLAN OF

A

CAMPAIGN
What are the targets? ;
1 Targets are likely to be both general and particular.
2 General targets might include elected members' indifference

to value for money; poor central controlover the allocation and
use of resources by departments; poor control over capital projscts;
and general weakness of the management structure and arrangements.

3
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In sum, the main general target woﬁld be devising a pattern
of managerizl practice appropriate to the rest of the century.

Particular targets might include both individual local authoritiec

which are inefficient or prodigal and, more commonly, given the

o

~ww:cpmature and: thrust-of this exércise, ”the various services for wnlci;
- local authorities are responsible, or some particular aspect of them,.:

. . . - e » Ll .
et Al : o WL

Manning can be tackled as a general target to some degree,

but 1t would be better dealt with as a characteristic of particular..;

i;r’ -..:‘

“sefvices. (The 1mportant general p01nt about it is ‘that over-

mannlng 1s prooI of Wcak central managﬂment control )

5
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equipment actually needed for the service and for
‘administrative and ancillary services in uupnort of it

19
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Tn the case of each service, Shems wie s questions as:
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- Establlshlnﬂ the nature and exuent of the funotlon which
...must be carried,out. = .. |
— Discarding bye-functions which need not be carried out.
rond i - Feasp '-w,)'-\_ i age* TP 2 T R - L I S T S e _;i' oemm Y
- Establlshlng 1evels of StafflnD and equlpment appropriate
to the function and the economic circumstances.
- KEstablishing the correct balance between the staffing and




Establishing the nature and extent of the information needed
for effective management by elected members and others.

Establishing the cost of such inhibitions as those of re-
strictive practices.

-

Establishing the cost of "departmentalism".

B What needs to be done next?

7 The opportunities for effective action need to be judged by
reference to intended action on other fronts (E below).

é : The charactef, timing and presentétion of an initiative then
need to be worked out by reference to, inter alia:

~ Ministerial leadership and co-ordination

vldenﬁifioation“Of.targets‘(A above)

Théubdhtrlbu+1on to’ be made by'M1n13+ers frontlng onto"
particular services (Home, Environment, Scotland,

Wales, 8001a1_Serv10es and Educatlon) and, by some centra,

4 % ."Fs‘. . og'. = * » _'h

-
-

T

p01nt if any
Presentation and bO-Operatlon. Wlnnlng the Support and_nulﬁ_t_

. 328 “.-u. S ;,.:. iy

of particular 1664l authorities, 'the Tocdl authority -
associations and staff assoc;atlons ,  and the public.
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D01ng the fleldwork
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-G .How should 1t be done?-

9 fle suggest that you should first call together the relevant
Minlsters and take their advice on the issues and the possibilities,
on the basis of a draft plan of campaign.

10 The aim should be to get agreement to the draft plan and then

20




some rapid work by individual Ministers to give it substance 1in re-
spect of the contribution to be made by each Department.

-~ |

N

11 These contributions would e mainly in ferms of gettlpg local
authorities to do exercises themselves, but Departments would have
to work themselves on such issues as the coniribution of Inspection
-to securing value for money and pleng together separate experiences
of separate local authorities.

12- Ministers' contributions to the plan should be brought together
by a Minister nominated by you, or by a central point nominated by
- you; and presented o Cabinet for agreement .by, say, -mid-Februsry

D Who are those in or near local government already attacking
the targets?

13 It would be necessary to specify both particular elected members
and authorities with a view to enlisting potential allies and co-

< 44c Simitar kyyoit-would- be ‘Helpfultto specify those’ tendencies™ *
which are already working in the direction desired by the Government,
%o aralyse +he1r effeets and to con31eer how they uhOUld be beo Sted, |

......
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" These 1n01ude.
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The development of the ﬁenagerla] roje of fhe ?ull Coure|
*  amd such central committees as the Finance Committe
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- The employment of Chwef Executwves

e St e s ef Performanee Rev1ew and Audlt Cemmlttees,-th .:J{
work of the District Audit Service

DT L I L el Soa .~ at tecipa . SR e e Wil issele) s O AT = P T S
8= The lnformatlon work of the Chartered Instltute of Pabllc
a Flnance”end Accountancy

— The (slow) development of such collective services as thcse
of LAMSAC
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5% Agaln, there should be good practlce in the manaﬂement of
partleular services locally which should be identified by Departments
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E  What are the relevant changes the Government has in hend or
in prospect and the instruments which it might use already
in its hands? |

16 Relevant prospective changes are as set out briefly in other
papers and are:

Reduction of central controls and circulars.

¥ | Reduction of central control over the allocation of
capital expenditure, but increased control over total
capital expenditure.

Pr0posed reform of RSG from 1981/82

Review of statutory dutles.

Review of scope for privatisation/contracting out.
Proposals to require publication of cost statistics.

DOE proposal for an "Accounts Commission for Local
. -Government".. -

S T . s truments!t . inelude: Tnspéction; influence; exhiortation o
and guidance. It would be necessary to review them quickly to sce
what eoxltrlbutlon they Should make, 1n effect the pollef behtnd
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EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

b | mn 1 » 1% = Y * 1 — D)~ o y q’ r~
I attach a copy o1 Sir Kenneth Berrill's and Sir Derek Rayner's
minute to the Pl of 4 January, together with the original oI
the attachment to it - this will COpY betler.
2 The kmights will, I am sure, be pleased that their note
has proved helpful, but Sir Derek Rayner mLTJ be disappointed
if the education recommendations are played down as he attaches
particular importance to these.
Sir On the text of the note, you may wish to beaware of or to
consider (as appropriate) the following:

Paras, 4-7: DOE and other officials are re-working the
Accounts Commigsion proposal but, as
indicaced in my letter of 10 January to
Ilr Heiser copied to you, Sir DR thinks that
5T, i, S\ IR EE SRR LIS P A S8 S ST, s i £ BRSO
it would be Tar better to s LICIIZLICIL  LIIC
Digtrict Audit Service — something the
AR IRy SR R e H oo een RN [l o S
vovernment COoOuLt GO OLL 1ts OWIl Dal.

Paray 30 Couneillor Jinks' u;rre@ﬁot?u@cc 2s

T g%mwwhul, You ngﬂt refer 1o say, A
Lord Mayor's IQ_VU?UJLF“ECH Shalalel g

Paras. 35 and 36: ou should satisfy wuwﬂ“wTI that thes:

LEW”““”WE7 particularly the last
sentence of each, are not likely to
upset people ne cedle 57v The same
pe haps applies to paras. 9-12 of the
}ﬂn She
; S - ) O -0 » T : . g
Para. 38: I gtand! by ‘thefreierence (0 'bir DR here, bt

G
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Enes:
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As p
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you Ilvht wish to consider whether the Pl
should be advised to keep him in reserve for
the time being.

ara. 1 above
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PRIME MINISTER

You should perhaps take another look at this paper from

Sir Kenneth Berrill and Sir Derek Rayner about efficiency and
— ——

waste in local government. It has a number of specific

recommendatdons, and I would like to know whether you want us to
L S —

take these up.

You will remember that you were very disappointed by last year's
initial suggestions from colleagues about waste and efficiency at the
local level. You intended to return to the matter, but the right
opportunity has not presented itself, with the Government becoming
increasingly involved in the detail of existing legislative
commitments.

The present is not a good time to launch a new campaign.

But we hope that by the middle of the year, Government can point to
some tangible successes in efficiency and waste issues affecting
Whitehall - through progress on Sir Derek Rayner's initial
projects, progress on civil service manpower, progress through

Sir Leo Pliatzky's work, and progress on effective public
expenditure control through cash limits. Once central government
can show that it is leading by example, we could return to the
question of a parallel campaign at local level, an area where any
success could be of considerable political value.

If you favour some or alllof the recommendations in this paper,

e e ey

I would like to write to the offices of those Ministers who
A s S

attended your local government meeting this week. I would set
= e = M
out these proposals, as suggestions put to you following your

/S amartaadl




initial enquiries about efficiency issues in local government.

would invite reactions to the proposals, with a view to asking
Departments to prepare for the launching of a campaign in the future,
possibly this summer.

The recommendations can be found in the longer paper behind the

covering minute. They cover:-
i1 The handling of the "Accounting Commission' proposals
(Paragraph 7). W g
2 An approach to a waste and efficiency campaign (Paragraph 8).

5 Mobilising local public opinion (Paragraph 10).

4. The dissemination of good local practice (Paragraph 16).

o. Advice for elected: 1local authority members on their
role as managers (Paragraph 20).

6 Providing properly presented financial information to

help elected members set their officialS’proposals

in context (Paragraph 22) - I think that this ground is
p—

already covered to some extent by Mr. Heseltine's
present proposals.

T Some re-examination of the various different inspectorates

at local level (Paragraph 23).

8. Management in education (Paragraph 29).
9% Advice on economical use of manpower (Paragraph 34).
140) The proposal that Mr. Heseltine might be invited to

take the lead if such a campaign is to be launched
(Paragraph 36), and

e Sir Derek Rayner's possible contribution (Paragraph 38).

/17

11 January, 1980.
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NOTE OF A MEETING HELD AT 10 DOWNING STREET AT 1700 ON 8 JANUARY 1980 '

TO DISCUSS THE RELATIONSHIP BETWEEN CENTRAL AND LOCAL GOVERNMENT

Present: Prime Minister

Home Secretary

Secretary of State the Environment
Secretary of State Social Services
Secretary of State Education and Science
Chief Secretary to Treasury

Lord Thorneycroft

Sir Frank Marshall

Mr. Clive Whitmore

Mr. Michael Pattison

The Prime Minister recalled that the Chairman of the Party had

written to her in November about the concerns expressed by representatives
in local government. She invited Sir Frank Marshall to outline the

position. Sir Frank Marshall said that he had encountered a range of

problems in travelling around local authorities. Initially, reductions
in public spending had caused difficulty, but these were now being
overcome. He had recently put three questions to the Conservative
controlled councils in England and Wales. He had asked what had

been done to reduce expenditure, first in percentage terms and
secondly in cash terms, and thirdly what would be done to reduce
manpower in the current year. He had a 64% response, They:: had
responded manfully to the requirement for cuts, and many had gone
further than instructed by central government. The results were

now being correlated. Mr. Heseltine had seen a first draft of the
results, and this was now being revised. In the Autumn, the matters

of concern to local government were essentially the financial provisions
of the Bill, especially on the block grant and capital controls. The
.overwhelming copinion of the local authorities was that these would
result in a strong centralisation trend to the detriment of local
autonomy. The three .associations. had come down against the proposed
changes. In Sir Frank's view, the real problem was that there had
been insufficient time for consultation, and the time available had

been ill-used. These central/local issues could only be resolved

in a process of give and take, and there had not been enough give

from central government. Ministers were now engaged in campaigning
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about the chahges, and this would probably win greater agreement.

He was confident that both points could be resolved.

The Prime Minister commented that Conservative councils had

long pressed for a unitary grant arrangement; There had been many

complaints about the inequity of the existing sys&em. Sir Frank Marshall

said that the block:grant would replace two key ellements of the

existing rate support grant. Many Conservative ahthorities felt that

the changes were being introduced to catch a few extravagant Labour

controlled authorities, and that this was insuffifient reason for
imposing new controls on all authorities. They believed that the
true decision on allocation of money between alternative uses would
now be removed from the grass roots to Whitehall. He accepted that
this would be true of capital expenditure, not revenue expenditure,
but in effect this would result in Whitehall prescribing the use

to which the councillors should put their revenue. Mr. Carlisle

commented that the changes would require central government to
assess local authority needs. This was theoretically required under
the current system, but in practice need had been assessed by what

the authorities spent.

Mr. Heseltine said that the new system had yet to be finalised.

The methodology for calculating local authority needs was now the
subject of consultation. The local authorities had objected.to the
old system, and he had therefore invited them to say what they wished
to replace it with. He had personally seen 150 local authority
leaders in the past 24 hours, and had found that opposition to the

changes were based purely on ignorance. Sir Frank Marshall commented

that this arose from poor consultations. There had been a Consultation

Paper on the capital provisions but none on the block grant.

The Prime Minister stressed that the Government were responding

to demands from the local level. It was now necessary to sell the
changes properly. She recognised that local officials - as opposed
to local politicians - were stirring up resistance, but it was the
job of the elected central government, not paid local officials,

to provide leadership. Mr. Heseltine commented that the reactions

of councillors were based on briefing from their permanent officials.
The new system would allow much more light into the operations

of local government, which many officials resented. Every local

CONF;DEE@AE / authority
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authority group leader had been invited to meet one of his Ministers
over the next ten days. In his view, there was no substantive
hostility to the block grant arrangement, although there were

difficulties on capital controls. Sir Frank Marshall concurred.

The Prime Minister expressed concern about how some authorities

might take advantage of the capital control changes. This was why
there must be an ultimate right of Whitehall to call in proposals.

Mr. Heseltine pointed out that any capital spending now required

,the submission of at least six different forms to his Department.

He agreed that the consultation on changes could have been better.
He intended to put this right now. His packages: of legislative

and administrative changes would pull Whitehall out of a great deal
of detailed control. A MISC group of Ministers, chaired by the
Home Secretary, was meeting tomorrow to finalise arrangements. He
was confident that he had now reached agreement with the Treasury,
although his colleagues in spending departments had not yet had a
chance to take a final view of the proposals. Overall, the new
arrangements would provide the most exciting deal local authorities
had ever had. He intended to have only a single capital block for

- each authority, with the exception . of services supervised by the

Home Office. Each central spending department would allocate funds
for its services, and the local authority could handle the total
allocations as one block. There would be powers to vire, to transfer
funds between different authorities in some circumstances, to roll
over between years, and to use'receipts at local discretion. The
one significant control would be a rigid overall ceiling. Taking"
housing as an example, authorities would now prepare submissions for
their councils in a common form, and this would be more informative
for the elected representatives, would be published to the public
benefit, and would be copied to his regional office, who could
intervene in extremis, but who would normally take no part in the decision
Cost yard sticks would go. But in cases where the prepared figures
showed that there would be no return on the investment, the Department

would enter the discussion, and would have formidable back-up powers.

/ Mr. Carlisle
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Mr. Carlisle said that he and the Minister of Transport had

not accepted the single block arrangement. He would argue for

a guaranteed core of education expenditure, allowing the authority
scope to . vire to or froﬁ education only on a very limited |
sealie i Hé;COuld not accept that the police an%<courts should get

their own block of funds whilst education did not.

In further discussion, the Prime Minister obLerved that the

local education authorities differed in law from other 1ocal'aﬁthorities,
and had statutory duties to fulfil. For this reason, she felt that
Mr. Carlisle had a strong case. But even with five sub blocks,

local authorities would have much greater freedom than before.

The Prime Minister was concerned that the reduction in
regulation of local authorities would not be accompanied by compensating

manpower reductions. Sir Frank Marshall wanted to know how capital

expenditure would be defined. Mr. Heseltine said that there would be

de minimis provisions, but he had not yet cleared final proposals.

Sir Frank Marshall was encouraged by the discussion, much of which

had not been made clear previously. Nevertheless the ultra vires
rules of capital over—-spending were still a personal threat to

individual councillors. Mr. Biffen confirmed that the Treasury were

broadly content with the new proposals, and that the remaining

difficulties were those outlined by‘Mr. Carlisle. Mr. Heseltine

drew attention to the fundamental democratic issue of whether local
authorities made decisions or were effectively branch offices of

Government. Mr. Carlisle acknowledged that Mr. Heseltine's paper now

went a long way to meet his difficulties. Mr. Jenkin thought that

the real issue was when sanctions would become operative on authorities.

The system should include a warning shot. Mr. Heseltine confirmed

that he would reserve the right to impose the full disciplines of

project contrcl if a local authority became unacceptably extravagant.

The Prime Minister hoped that this discussion had been helpful

to the Home Secretary in clarifying the issues to be taken at the MISC
group on 10 January.

-

/ Lord Thorneycroft
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Lord Thorneycroft stressed the political dimension of these

problems. The Conservative Party was losing half the seats it

fought at local level. They would lose control of the AMA in May.

The Department of the Environment paper on capital controls had
worried the local authorities, perhaps unnecessarily. Mr. Heseltine
was now making a tremendous effort to retrieve the situation -

only recently he had been told that convention prevented Mr. Heseltine
speaking on local election platforms, although this had now been

overturned. Central government had to work with the local authorities.

¥
The Government still had some pluses to use for local elections,

such as the Housing Bill, manpower savings in some areas and perhaps
the Local Government Bill. All these must be used to the full to

help the Party hold on to a few more seats. The Prime Minister

stressed that housing, mortgage costs, and rates would determine
elections.

The Prime Minister asked what could be done to control and

reduce local authority manpower. Sir Frank Marshall saw this as

the only true means to reduce public expenditure at local level.
But many authorities had inherited '"no redundancy'" agreements from
their Labour predecessors. There were success stories which he

had passed to Mr. Heseltine. Mr. Heseltine disagreed with Sir Frank'

Marshall's analysis. He was advised that the 13% cut'back sought
the previous year would not be achieved. Local officials continued
to run rings around local politicians. Sir Frank's figures showed

no manpower saving in a great many authorities. Sir Frank said that

financial arrangements for redundancy would have to be considered.

Mr. Heseltine said that central government had achieved reductions

without redundancies. But during the freeze on local government
manpower, 30,000 had left whilst 29,000 had been recruited. Conservative
Governments in the recent past had a poor record on local authority

manning levels. Sir Frank Marshall argued that central government

tended to leave much of its policy to be implemented at local level.

Mr. Heseltine outlined the difficulties in getting accurate figures

on manning in individual authorities. Lord Thorneycroft confirmed

the lack of facts. Part of Mr. Heseltine's Bill was intended to

counter this. Mr. Carlisle found current trends in his field more

encouraging. The Shire counties would achieve up to 14% against the
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3% saving sought this year. For next year, having longer notice,
they would probably reach the 5% target.

-

Mr. Whifélaw drew attention to the attitude!of some local

Conservative Party organisations to their links with national politicians.
In the distant Shires, the local authorities did not see themselves

as the arm of Conservative central government. They preferred to
regard themselves as divorced from the dirty business of politics.
Lord Thorneycroft accepted this, but stressed that the only real

options were either to work with local government as it existed, or
slowly to eliminate it. He pleaded that, in all decisions in a
difficult period, Cabinet Ministers should keep firmly in mind
electoral opinion - especially at local level - as they reached
decisions. The_Prime Minister emphasised the need to ensure that

the best local authority practice was made widely known.

The meeting concluded at 1815,

V4
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PRIME MINISTER

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

i We attach a note on the possibilities for effective and
feasible action in the field of efficiency and waste in local
government. Our recommendations are numbered in the margin of
the text and summarised in paragraph 39.

2 We believe that there are three key issues, the power of

the central government's purse; the power ofﬂpublic opinion;

-

and the will of local government itself.
T
Do The first of these is the subject of other papers before you.
Decisions on the central funding of local government (the block
grant, the future of the rating system) and on the pattern of
accountability are of critical importance to the behaviour of
both central and local government. The attached note is concerned
primarily with the '"value for money" aspect of local government
expenditure. It complements the Government's central strategy on
The amount of money to be made available and on control over
expenditure. It i1s about making the best use of the resources
avallable. We have addressed the Government's central financial
strategy only sparingly, but we should emphasise that we see it
and the "campaign" we recommend in the attached note as companion
plieces.

4, The power of public opinion we regard as of massive importanc
At the moment many of the public are frustrated at their impotence
in the face of inefficiency and waste by their local councils. We
Think that it would be dangerous to allow them to remain thus

frustrated. Opinion needs to be better informed so that local
electors can themselves hold their representatives more readily to
account. But it should not all happen at the local level; Centra
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A % —
S N F

€ e

1




Government has a necessary role as custodian of the public

1nterest in the general cost effectiveness as well as The quality

Qﬁ services. We envisage Ministers, puttlng it in rather old-
fashioned terms, as champions of the anonymous taxpayer.

- i

D'n The main point, as we see it, is how to provide the two
paymasters of local government, the local ratepayer and Central

Government itself, with consistent information about the way in

which local authorities spend and the cost-effectiveness with

——————

which they do so. The aim should be to build on what already
eizgts, including the work of the District Audit Service and the
Chartered Institute of Public Finance and Accountancy, but also

to use the central knowledge and resources of Ministers and theilr

Departments so as to leave local authorities with less excuse for

inefficiency.

Ele We are fully aware of the dangers of an approach which would
turn the will of local government against Ministers. Elected
members have the responsibility for local services. Some of them
and some managements are very good indeed. We therefore suggest

an approach which recognises that both Whitehall and Town Hall are
greatly reformable; that both need a revolutionary change in their
attitudes to the husbandry and use of resources; and that both

have the talent and the determination to outface and solve their
problems, including restrictive practices if these are properly
exposed.

7ie We would not expect universal support from the local authority
world for our proposals. But we think that mobilising the good
authorities to show what can be done; spreading the word; and

a better informed public opinion would make lgf increasingly

more difficult for the malingerers.
/i
KR
Kenneth Berrill

4 January 1980




EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

Finance and financial accountability

d The fundamental issue of accountability is not dealt with

in this note, but it cannot be totally ignored. The effectiveness
of any campaign to improve efficiency and reduce waste will

depend to an important extent on the framework of financial
accountability within which it has to operate, which is just as

important as the tightness or easiness of the availability of resourds

2 Our proposals for the campaign assume that
2. PESC allocations in the local government field are
tightly drawn, providing for little or no growth;
SR T B
b current expenditure provision is tightly related to
need, with penalties for overspenders and cash limits

ey, —

rigidly adhered to; and

Ce capital expenditure is similarly constrained, with

a celling on total capital expenditure by each authority.

5 On the more basic issue of changing the pattern of accountability

the options appear to be:

8. to withdraw central funding and to make local

government wholly responsible for financing itself;




b. to make local authorities account to Ministers

for the way they:=spend on particular services;

e to persuade Parliament to assume a monitoring role
by extending the remit of the Public Accounts Committee

and of the Comptroller and Auditor General to. local

expenditure;

d. to rely on the provisions of the Local Government,

Planning end Land Bill.

L These questions are large and controversial. We railse
them here for two reasons. First, they are relevant to the
Secretary of State for the Environment's proposal to set up

an "Accounts Commission for Local Government in England and

Wales". Broadly speaking, the proposal envisages leaving

central and local government in the same relationship of

financial accountability as before, but taking away from

—

local government a certain measure of independence in the

s

appointment of auditors and the common service contained in

the Local Authorities Management Services and Computer

—

Committee (LAMSAC). The Commission would also absorb the
District Audit Service and the Advisory Committee on Local
Government Audit. It would involve the Comptroller and

Auditor General, thus apparently bringing in Parliament, on a

basis not clearly indicated.




5 It is not obvious to us that the local authorities can

be expected to agree with the proposals for an Accounts
Commission nor, if it meant a quarrel, how it could avoid
reducing opportunities for other and possibly better steps

later on. The proposal seems to us to import an awkward mixture
of encouragement to and audit of local authorities but, perhaps
more important it raises the question whether it is right to
respond to worries about the efficiency and the accountability
of local government by reducing its capacity to reform itself
by taking away some of its functions and giving them to a

non-elected body appointed by central Government.

6 Secondly, there is the future of the District Audit Service.

We doubt the merits of the "Accounts Commission" proposed, but

“desegme,

we do believe that the DAS is potentially a very important weapon

in the campaign we recommend. We think that it should be strongly
encouraged to spend more time on "value for money" as opposed to
financial auditing, and to give more publicity to its audit
reports. District Audit might be made compulsory for all local
authorities (about 1 in 10 local authorities choose their own
private auditors) or strengthened by bringing in outsiders on
secondment (as in Canada). Local authorities who do not have
Audit Committees should be put under pressure to set them up

s0 as to consider audit reports seriously.

"/ We recommend that the constitutional implications of the

"Accounts Commission" proposed should be set out so as to enable

Ministers to consider whether, if adopted, it might work against

///, rather than for more subégégtial change and that the Government

should consider further, in this context, how best to develop

and deploy the District Audit Service.

5




Broad principles

Recn 2

Against that background of tightness of local authority

money generally and strengthened local audit, we recommend

M an approach to a campaign on efficiency and waste in local

government along the following lines:

a. The country expects that government, nationally and
locally, must not only work for greater cost-effectiveness
of services, but be seen to be doing so. This means that
elected members must take their management role more
seriously and that public opinion must be mobilised to

see that they do.

DS Common sense suggests that as the central Government
parcels out a lot of the taxpayer's money to local
Government, 1t shares the responsibility for seeing that

it is well spent.

Ch But the Whitehall pot should not call the Town Hall
kettle black. Central Government should acknowledge that

it 1s itself imperfect and that example is better than

precept. IMinisters would be more persuasive if they could

show that they were putting their own house in order. "Do

what I say, not what I do", is never an inspiring battle

CEY .




e At the local level the best hope of reform lies

in the hands of those responsible for managing resources,
ie elected members, provided they are properly stimulated
and kept up to the mark. The best messages about good
management would derive from the good practice of those
authorities which are already doing much to improve

management and services.

€e The practical substance of the Government's approach
should be three pronged: the close examination of
particular services and the use of manpower; the

management and financial regime; and the use of such

instruments as Inspection which lie in its own hands.

These three are considered below.

Prong I. The examination of particular services w—"

9 "Local Government" and "Central Government" are large,
unhelpful terms. To give drive to a practical programme, we
need to think in terms of relationships between local
authorities for particular services (eg education, fire,
housing, planning, police etc) and the relevant Whitehall
departments (eg DES, Home Office, DOE etc). We also need to
be conscious that each service is "defended" by a thick
cluster of vocal and sometimes potent lobbies and pressure

groups, nationzal and local.
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10 We recommend that the drive should be given force and

sustenance by mobilising local public opinion. Local

——

Government claims that it sets great store by local accountability,

but we fear this is all too often a dead letter. Let central

Government stimulate the appetite of the local people and the

local press and build up the expectations that local authorities

should be (and need to show themselves to be ) cost-conscious
and that the services provided are concerned with cost

effectiveness as well as with quality.

gl One ofyour correspondents, IMrs Isobel Spencer of Leicester,

has caught the point well, arguing that the opponents of "cuts"

are getting the headlines:

"Would it be possibl€eeeceee...t0O examine in some detail

one or two areas of public expenditure and publicise
examples of how money could be saved other than by cutting
services. IT seems TO me that no public bodies are taking
a long positive look at their accounts and saying 'this or
that 1s extravagant and the money would be better spent in
another way'. Many of the people I talked to have the
hopeless feeling that they cannot have any influence on the
stupidities that go on. DPlease could you not really
'hammer home' in some practical way that it is wastage that
should be cut, not services."

(Letter of 18 October.)

12 We think that it should be readily possible for central and

local Government to prepare collaboratively a "do it yourself" guide =

T T—
for those responsible for particular services on how to appralise thei

costs and their effectiveness. This would be supplemented by

| e—

examples of cost-conscious (and perhaps un-cost-conscious)

management, getting down to the detail of running, say, a school

or a residential establishment and doing so in vivid and direct




language. One should also look at such "business—gng"

undertakings as public transport. It would be desirable to

N T ———— —— e
get particular authorities to prepare the examples, and

indeed to put their names to them, but that might be asking

too much of human nature. /)“’D ( u;: L“LJ LL.{)»—-_...
13 It would be necessary to publish the guides and to ensure

that the examples, even if pseudonymous, were authentic.

14 It would also be important to persuade local authorities
themselves to review services, or some characteristic part of
them, following the guidance given and then to publish the

resultse.

15 The coverage of guides and of reviews might include:

\%fa. Questioning the need for and cost-effectiveness of

services or parts of services. (This would obviously be

much assisted by a detailed examination of particular

services, especially in respect of manning (see para.‘gQ-

below). )

Bl Questioning incremental budgeting and set rates of

e e e PR SEE S— L
—I

increase of expenditure; planning resource allocation by

reference to proved need.

Cle Measuring performance by achievement, not by expenditure
e ——
level, and by reference to external standards and comparisons

as well as to internal criteria (see para. 20 below).
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g7 Finding money within existing budgets for services

L////by savings and sale of assets.

e. Breaking down barriers between services, especially
in respect of such assets and equipment as premises and

vehicles (see para. 18€ below).

i
-

P

16  We therefore recommend the publication of a gufﬁg,

S

contiifipg observations and suggestions, supported by examples
of good (and possibly bad) practice and subsequently the

e — '-—‘Qi-l-"-—"Ill

publication of a series of detailed pieces on particular

services. Both the examples in the first paﬁéf and the
subsequent examinations should be the product of particular
local authorities, although published by central Government.
Getting local authority co-operation might be difficult, but
should not be impossible. We deal below (paras. 35 and 36 and
Annex) with the question of Ministerial responsibility for

this work.

Prong II. The management role of local representatives

17 We referred above to the "family connection" in services
as between Town Hall and Whitehall (para. 9). The local

reflections of this are "departmentalism" and the comparative
weakness of the full Council and of its central controls over

finance and manpower as compared with the strength of

departmental Chairmen and Chief Officers. (This has been compounded

since re-organisation by a certain lack of clarity in specifying




the respective responsibilities of different tiers in the

structure of local Government.)

We believe that the main targets in this area are these:

3. Obscurity about the respective responsibilities
of members in their different capacities as Councillors
and members of "service" committees and about those of the

Chief Executive (where he exists) and of Chief Officers.

18 Inertia, including the reluctance of members to have
S m———

their administration looked over by outsiders, to find the
time and energy to review the delivery and quality of

services and to upset the unions.

Ce The 1neffectiveness of control at the centre of a
local authority over finance and manning (in overseeing
the use of resources by departments and in combating

the tendency towards incrementalism in financial planning
and allocation, towards spending unnecessarily to use up
the annual budget and towards loading administration and
ancillary services on top of main services for no obvious

advantage).

d. Weak control over capital projects, because of lack

of managerial experience and forethought.

€. Lack of intelligible management information for

members.




19 Our suggestions here centre on clarifying the management

role of elected members and their staffs and strengthening thelr

capacity to carry it out.
20 We recommend as follows:

a. There should be guildance prepared by central and
FWV\}tpr//’ local government collaboratively on the nature and

—

performance of elected members' role as managers, agaln

[ e

-~
. based on good local authority practice.

b This should include guidance for Committee Chairmen

and Chief Officers on setting expenditure objectives;
clarifying the respective roles of leader, Chief Executive,

Chairmen and Chief Officers in resource planning,
management and control; and the type of information

required to enable members to become good managers.

G There should also be guidance on the management of

such particular services and institutions as large

R —
comprehensive schools (see also para. 29 below).

(6L - The Government should either arrange itself or
stimulate others to arrange courses and conferences for
local representatives on their "value for money" role.
(Lord Bellwin recently told a local authority gathering,

"/There is an/ enormous number of ConferenceS....... for

members and officers, covering every functional activity




in local government and yet never have I heard of an

open national Conference of members, specifically to

_—f———__—

examine ways of doing things better".)

e

Both guidance and conferences should be spe01flc.
s

examples which occur to us are these:

it Members should be encouraged (and a
corresponding public expectation should be stimulated)
to look at such transdepartmental issues as heating,
lighting, cleaning, transport, premises, invoicilng

and printing.

i The machinery for this should be specified,

with an explanation of the use of Performance Review
Committees and Audit Committees, neither of which is
by any means universal but of each of which there is,

we understand, some encouraglng experience to tap.

1ii. DMembers might also be encouraged to consider
whether it is true, as many people believe, that
public expenditure cuts tend to fall most heavily on
__m

service provision, leaving administration relatively

e e Y W

unscathed and if so, to examine the organisational forces

M
That lead to this and how they might be neutralised.

24 I'r Ian Coutts, the Conservative Leader in Norfolk, has

recently drawn attention to such differences between unit costs as

th‘ejje

(\\pr;yA}MyM Northumberland spends nearly tw1ce as much on flre cover

Der thousand people as Northamptonshlre.

-

A’OM/\)/’ ""‘of')/( i




- Bedfordshire educates primary school children at a

cost per pupil 30 per cent higher than in Lancashire;

| -

v’pﬂ Surrey educates secondary children at a cost per head

K{/ 20 per cent higher than in Suffolk.
S - -

Recn 6

- Buckinghamshire produces school meals at a cost
 — M
20 per cent higher than in Hereford and Worcester.

- Derbyshire pays 40 per cent more than Salop to keep

a child in a community home.

22 One of the most important tasks 1s for central and local
government collaboratively to ensure the provision of information
which will enable elected members to compare expenditures between
local authorities. This means providing a common basis of
information which can be of service to local authorities and their
- two paymasters, the local elector and the central government.
What 1s spent? What is bought for the expenditure? Much useful
work is already done in this field by the Chartered Institute of
Public Finance and Accountancy, but we do not believe that the
results are used as extensively by local authorities as they
should be. There is also LAMSAC, but not all local authorities
use it. We would want to see local self-help strengthened but
because much of the present organisation and methods work in local
authorities is feeble and inadequate a powerful external impetus

is required in the shape of regglarly publlshed 1nformatlon on

e

:...»q‘-.—-. —_—r TN T

s

spendlng on dlfferentﬁgerv1ces. We think that the Government

e e WL e
should set this information in context by such central analysis as

local authorities cannot manage for themselves.
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Prong III. The use of instruments in the Government's own hands,
notably inspection

25) Apart from the District Audit Service on which we have
slready commented, we believe that the Government should
consider what instruments it can itself bring to bear on local

authorities without overbearing. We recommend in particular

that the purposes and methods of relevant inspectorates should

be reviewed urgently.

24  In the case of the Fire and Police Inspectorates this would
mean considering the extent to which they are at present concerned
with resource allocation, rather than with the maintenance and
improvement of professional standards. (For instance it has been
put to us that their effect is to drive up the costs of services
because of their insistence on the best equipment; and the Fire
Inspectorate have certainly been unsuccessful in preventing many
local authorities from exceeding by a long way the Home Office
Standards on Fire cover.) Similar questions could be asked of the
Career Service Inspectorate.

25 In the case of the Schools and Further Education Inspectorate

(which deals with by far the largest single local authority
expenditure) we think that there is a truly fundamental issue

about the role of central Government. The o0ld view was that‘

because Parliamenfmﬁadé ﬁé;éﬁtéhéghd their children to school,
it should guarantee that the education given was worth having.
We are bound to say that in our view we still fail to preserve
many of our children from being made into second rate people by

second rate education and that, far from being the taxpayers' and

12




parents' friend, the Inspector has become part of the educational

stage army and defence mechanism.

26 It i1s doubtful whether the Inspectorate performs a local

inspectorial role of real value: 1t appears to have become

~ another "research and development" organisation. The issues are,

——

"What standards do we wish to promote? What is the best policy
(taking cost-effectiveness into account) for promoting and
monitoring the achievement of these standards? What part should
the Inspectorate play in this process? What information should

be made available to the public about the performance of particular

institutions as a result of inspection?”

2" We see this as a key issue in determining whether such a
service as education is run by the professional establishment
mainly by reference to criteria powerfully modulated by the inter-
play of pressure groups or whether the Government plays that
central part which no other national institution can play, namely
asserting and defending standards on behalf of the people as a

whole.

28 A storm of protest from the profession would be likely to

meet moves by Government to assert a greater central lead on
\\_‘____ —

standards, to increase the inspectorial role of the Inspectorate,

e

and to strengthen the respohsiveness of local authorities to
inspections (backed up by publication). It is, however, our clear
impression that such moves would be welcomed by many in the practice

and administration of education and by a multitude of parents.

14




29

urgently review thelr contribution to the managerial competence

We also recommend that the Education Departments should

of senior teachers and administrators. Being head of a large
school, or a polytechnic or a college is taxing and difficult,
but our understanding is that the training available to Principals,

Heads and Deputy Heads is limited in extent and value.

Manpower

30 The Lord Mayor of Plymouth's correspondence with you and
Sir Derek Raymer's Office during the summer showed that the growth

of local authority manpower seems inexorable, even to those at

A
the local level.

21 However, the consumption of manpower can be attacked by
reference to some fairly simple questions and by exposing the
answers to the public gaze:

- How many people are needed in order to provide the

service that is needed?
M

- What are the effects of having more people than are
M
needed, eg in administration and ancillary services?
————
- How much double-banking is there between services?
M
32 It 1s no use having a "Manpower Watch" if one does not get

behind the figures and explain in as much detail and as vividly

as possible what staff actually do and what value they add.
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55 This is also a minefield. But we believe that it calls for
radical measures to expose the nature and cost of both over-
manning and of such restrictive practices as constraints on the

redeployment of labour, staffing levels and phoney bonus schemes.

24  We recommend that central and local government should

collaborate in preparing for publication descriptions of the use

of manpower as part of the series of appraisals outlined in
paragraphs 12 - 15 above; that they should describe the model
staffing regimes for particular services and institutions; and
that Central Government should also publish data enabling levels

of staffing to be contrasted as between different local authorities.
Again, as much as possible of the descriptive work should be done
by local authorities themselves, but we believe that the Government

should become 1n effect a "consumer association" for the taxpayer.

Ministerial action

35 Several Ministers and departments are involved in our
recommendations. We must say frankly that an early need will be
to get departments to commit themselves to helping the local
Ttaxpayer get value for money, even if it harms the traditional
supportive relationships between central departments and their
local government opposites. We should therefore raise with you

the question of leadership and co-ordination.

36 Our view is that you might ask the Secretary of State for

————e—)

the Environment to take the lead on your behalf, to prepare
\_\ N AT . - : — T

rapidly a plan of action for agreement by YOu and your colleagues

and subsequently to report back to you at regular intervals. On

The other hand, of course, you might prefer to keep the reins in

your own hands for the time being.
16




Z7  We offer in the Annex the outline of a strategy, which we invite

you to consider.

38 May we also say a word on Sir Derek Rayner's role? There are

many problems of political and tactical relationships in all that

we have said. To the extent that it would help to present and

L""‘,,/"/tac:]::le the issues as ones of good management, common to both
N
Reen 11 central and local Government, we think that hiqrservices might be

e

used, for example in giving his name to a paper drawing on existing
— A -~ e gy

. experience to show that reducing actual and anticipated levels of
S—— = L T g = P
expenditure can produce more cost-effective services. Another example

e T S e T i

would be contributing to the preparation of guides and supplements

(see paragraphs 15, 20 and 34 above).

Summary of recommendations

39 Our recommendations are as follows:

The constitutional implications of the "Accounts Commission for

Tocal Government in England and Wales" proposal should be set out
so as to enable Ministers to consider whether, if adopted, it might
work against rather than for more substantial change and the
Government should consider further, in this context, how best to

develop and deploy the District Audit Service (paragraph 7).

The approach should be as in paragraph 8.

Given the existing distribution of responsibilities between central
and local government, public opinion should be mobilised and the
Government should regard itself as a "consumer association" for

the taxpayer (paragraphs 10 and 34).
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The Government should publish a series of guides and papers on

value for money, preferably incorporating the work of local

authorities (paragraphs 12-16).

The Government should publish guidance on the management role
of elected members and of those responsible for providing

services (paragraph 20).

The Government should publish data on local authorities' spending

on different services (paragraph 22).

The purposes and methods of Government Inspectorates should be
reviewed urgently, with particular reference to education

(paragraphs 23-28).

The Education Departments should review urgently their contri-
bution to the management competence of senior teachers and

administrators (paragraph 29).

The Government should publish descriptions of the use of manpower,
model staffing regimes and comparisons of staffing levels

(paragraph 34).

A plan of action on the lines of the Annex should be adopted

(paragraph 36).

Sir Derek Rayner might be able to play a part if so wished.
(paragraph . 38).

Kenneth Berrill
Derek Rayner

4 January 1980
18



ANNEX

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT: OUTLINE OF A PLAN OF
CAMPAIGN

A What are the targets?

1 Targets are likely to be both general and particular.

2 General targets might include elected members' indifference

to value for money; poor central controlover the allocation and

use of resources by departments; poor control over capital projects;
and general weakness of the management structure and arrangements.

3 In sum, the main general target would be devising a pattern
of managerial practice appropriate to the rest of the century.

& Particular targets might include both individual local authorities
which are inefficient or prodigal and, more commonly, given the

nature and thrust of this exercise, the various services for which
local authorities are responsible or some particular aspect of them.

5 Manning can be tackled as a general target to some degree,
but it would be better dealt with as a characteristic of particular
services. (The important general point about it is that over-
manning is proof of weak central management control.)

6 In the case of each service, there are such questions as:

- Lstablishing the nature and extent of the function which
must be carried out.

- Discarding bye-functions which need not be carried out.

- Istablishing levels of staffing and equipment appropriate
to the function and the economic circumstances.

- Istablishing the correct balance between the staffing and
equipment actually needed for the service and for
administrative and ancillary services in support of it.

19



- Establishing the nature and extent of the information needed
for effective management by elected members and others.

- IEstablishing the cost of such inhibitions as those of re-
strictive practices.

- Establishing the cost of "departmentalism".

B What needs to be done next?
7 The opportunities for effective action need to be judged by
. reference to intended action on other fronts (E below).
8 The character, timing and presentation of an initiative then
need to be worked out by reference to, inter alias:
— Ministerial leadership and co-ordination
- Identification of targets (A above)
— The contribution to be made by Ministers fronting onto
particular services (Home, Environment, Scotland,
Wales, Social Services and Education) and by some central
. point, if any
- Presentation and co-operation: winning the support and help
of particular local authorities, the local authority
associations and staff associations , and the public.
- Doing the fieldwork
— Publishing the results
C How should it be done?
9 We suggest that you should first call together the relevant

Ministers and take their advice on the issues and the possibilities,
on the basis of a draft plan of campaign.

1ie

The aim should be to get agreement to the draft plan and then

20




some rapid work by individual Ministers to give it substance 1in Te-
spect of the contribution to be made by each Department.

11  These contributions would be mainly in terms of getting local
authorities to do exercises themselves, but Departments would have

to work themselves on such issues as the contribution of Inspection
to securing value for money and puling together separate experiences

of separate local authorities.

12  Ministers' contributions to the plan should be brought together
by a Minister nominated by you, or by a central point nominated by
you, and presented to Cabinet for agreement by, say, mid-February.

D Who are those in or near local government already attacking
the targets? |

13 It would be necessary to specify both particular elected members
and authorities with a view to enlisting potential allies and co-
workers.

14 Similarly, it would be helpful to specify those tendencies
which are already working in the direction desired by the Government,
to analyse their effects and to consider how they should be boosted.
These include:

-~ The development of the managerial role of the full Council
and such central committees as the Finance Committee

- The employment of Chief Executives

— The use of Performance Review and Audit Committees; the
work of the District Audit Service

- The information work of the Chartered Imnstitute of Public
Finance and Accountancy
- The (slow) development of such collective services as those
of LAMSAC
15 Again, there should be good practice in the management of
particular services locally which should be identified by Departments.
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E What are the relevant changes the Government has in hand or
in prospect and the instruments which it might use already
in its hands?

16  Relevant prospective changes are as set out briefly in other
papers and are:

Reduction of central controls and circulars.

Reduction of central control over the allocation of
capital expenditure, but increased control over total
. capital expenditure.

Proposed reform of RSG from 1981/82.

Review of statutory duties.

Review of scope for privatisation/contracting out.
Proposals to require publication of cost statistics.

DOE proposal for an "Accounts Commission for Local
Government".

17 The "instruments" include Inspection; influence; exhortation
and guidance. It would be necessary to review them quickly to see
what contribution they should make, in effect the policy behind

. them.
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PERSONAL

M{?&KﬁTISON

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

3l We had a quick word about this last night. I attach a
copy of a draft minute from Sir Kenneth Berrill and Sir Derek
Rayner, together with a draft note contalning proposals and
the outline of a plan of campaign.

o On reflection, given the onset of the Christmas period,
T am submittine the drafts to the knights, but with the modest

thoughts that they may represent neither whatthey would want 1o
ut 3n nor what the Prime Minister would find helpful. I would
ind it helpful to have a word with you about the papers as you
suggested yesterday.

3 On present plans I intend to close this office completely
next week. But I shall be at home most of the time. If we cannot
meet tomorrow and you want a word next week, you can reach me on
624 8691, As I live in NW8, I can get in easlly.

cily)

£ C PRIESTLEY
20 December 1979

Encs: Draft minmute to Prime Minister, plus note of suggestions
and outline of a plan of campaign




PERSONAL AND CONFIDENTIAL

COPY TO ZACH

Sir Kenneth Berrill
Sir Derek Rayner

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

1.6 T attach a draft minute to the PM and a draft note, both

for joint signature by you. Annexed to the note is the outline

of a plan of campaign, with a particular emphasis on the opening
moves.

s Not having seen the other relevant papers by Lord Thorneycroit
and Mr Heseltine. I do not know how well the draft proposals front
onto them. I hope to have a chance to discuss this with

Mr Pattison before the end of this week.

s Needless to say, I do not assume that these drafts necess-
arily reflect the sort of thing you want to say or what the Pl
wants to hear.

4, The time at which the PM wishes to receive your note has
not been indicated. The proposed meeting of MinisTers 1S on
Tuesday 8 January, so I think that we should aim at a discussion
of the draft. if it is needed, on 31 December or 2 January and
submission no later than close of play on Friday 4 January.

o

/s
La—

¢ PRIESTLEY
20 December 1979

Encs: Draft minute to Prime Minister, plus note oI suggestions
and outline of a plan of campalgn




DRAFT OF 20 DECEMBER 197
PERSOVAL

PRIME MINISTER

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

i The attached note on the possibilities for effective and
feasible action in this field is by Sir Derek Rayner and me. Our
recommendations are numbered in the margin of the text and summ-

arised in para 36.

2 e believe that there are three key issues, the power ot
the purse; the power of public opinion; and the will of local

government itself.

S The first of these is the subject of other papers before you.
Decisions on the central funding of local government and on the
pattern of accountability are of critical importance to the behaviour
of both central and local govermment. But we have addressed this
issue only insofar as it bears on the Secretary of State for the
Environment's current proposd for an "Accounts Commission for Local
Government" (paras 27 — 31) and in sofar as it affects the

composition and timing of the "plan of campaign” which we annex to

our note.

< We regard the power of public opinion as oI massive lmportance.
First, we think that it would be dangerous to allow it fo remain

frustrated. Secondly, we should like to see opinion better informed

so that local electors can themselves hold their representatives
4

—




more readily to acoount. Thirdly, we think that central government
has a necessary role as custodian of the public interest in the
general quality of services. We envisage Ministers, putting it in

rather old-fashioned terms, as the champions of the anonymous

taxpayer.
5 Finally, we do not recommend an approach which would turn

the will of local government against Ministers. Elected members
have the responsibility for local services. Some of them and some
managements are very good indeed. We therefore suggest an approach
which recognises that both Whitehall and Town Hall are greatly re-
formable; that both need a revolutionary change in their attitudes
to the husbandry and use of resources; and that both have the

talen t and the determination to outface and solve their problems,

including restrictive practices if these are properly exposed.

6 We would not expect universal support from the local authority
world for our proposals. But we think that mobilising the good
authorities to show what can be done; spreading the word; and

o better informed public opinion would make life increasingly

difficult for the malignant.

Tr S . el MNa~ral -
Henneth Berrill Dersk Rayner

December 1979
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DRAFT OF 19 DECEMBER 1979

EFFICIENCY AND WASTE IN CENTRAL GOVERNMENT

Broad principles

Recn 1 1. We recommend an approach on this footing:

a. The country expects that Government, nationally
and locally, must not only work for greater cost-
effectiveness of services, but be seen to do so.

This means that elected members must take thelr
management role more seriously and that public

opinion must be mobilised to see that they do.

i) Common sense suggests that as the central
Government parcels out a lot'of the taxpayer's money
to local Government, it is responsible for seeing

that it is well spent.

Ch But the Whitehall pot should not call the

Town Hall kettle black. Central Government should
acknowledge that it is itself imperfect and that
example is better than precept. Ministers would be mare
persuasive if they could show that they were putiing
their own house in order. 'Do what I say, not

what I do", is not an inspiring battle cry.

Gl The best hope of reform lies in the hands of
those responsible for managing resources, ie elected
members, provided they are properly stimulated and

kept up to the mark. The best messages about good

management would derive from the good practice of
1




those authorities which are already doing much to

improve management and services.

ex The practical substance of the Government's
approach should be broadly threefold, being addressed
to the close examination of particular services and
the use of manpower, the management and financial
regime and the use of such instruments as Inspection

which lie in its own hands.

The examination of particular services

2. "Local Government" and "Central Government" are
misleadingly simple terms. To give a practical programme
drive, we need to think in terms of relationships between
local authorities for particular services (eg education,
fire, housing, planning, police eic) and the relevant
Whitehall departments (eg DES, Home Office, DOE etc).

We also need to be conscious that each service 1S
"defended" by a thick cluster of vocal and sometimes

potent 1lObbies and pressure groups.

Recn 2 3. To keep up the drive, we recommend that public

opinion should be mobilised. Local Government sets
great store by local accountability, which we fear is
all too often a dead letter. Let central Government
stimulate the appetite of the people and the press and
build up the expectations that local authorities should

be. are and show themselves to be cost-conscious and

that the services provided are manifestly of good quality.




4, One of your correspondents, Mrs Isobel Spencer
of Leicester, has caught the point well, arguing that

the opponents of'cuts" are getting the headlines:

"Would it not be possible ..ccvaoe to examine in
some detail one or two areas of public expendlture
and publicise examples of how money could be Saved
other than by cutting services. It seems to me
that no public bodies are taking a long positive
look at their accounts and saying 'this or that 1S
extravagant and_ the mone% would be better spent in
another way'. Many of the EeOple I talked to have
the hopeleSs feeling that they cannot have any 1n-
fluence on the stupidities that go on. Please could
vou not really 'hammer home' in Some practical way
hat it is wasta%e that should be cut, not services.”
(Letter of 18 October).

5. We think that it should be comparatively simple to
prepare a "do it yourself" guide for those responsible
for particular services on the appraisal of their costs
and their effectiveness. This would be supplemented
by examples of cost-conscious (and perhaps uncost-
conscious) management, getting down to the detail of
running, say, a school or a residential establishment
and doing so in vivid and direct language. One should
also look at such "business-type" undertakings as public
transport. It would of course be preferable to get
particular authorities to put names to the examples,
and indeed to prepare them, but that may be asking too

much of human nature.

6. It would be necessary to publish the guides and to

o B TN, 2 7 - He) 3 - O e
ensure that the examples, even 1I pSeudonymous, Were

authentic.
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It would be important to persuade local authorities

themselves to review services, or some characteristic

part of them, followingthe guidance given and publishing

the results.

J

The coverage of guides and of reviews might include:

a. Questioning the need for and cost-effectivenss
of services or parts of services. (This would
ooviously be much assisted by a detailed examin-
ation of particular services, especially in respect

of manning (see para. 25 below).)

s Questioning incremental budgeting and set
rates of increase of expenditure; planning resource

allocation by reference to prove need.

S Measuring performance by achievement, not
by expenditure level, and by reference to external
standards and comparisons as well as to internal

criteria (see para. 13 below).

d. Finding money within existing budgets for

services by savings and sale of assets.

er Breaking down necessary barriers between
services, especially in respect of such assets
and egquipment as premises and vehicles (see para.

12d below).




9. We therefore recommend the publication of an

OV

Recn

ovening guide containing observations and suggestions,
supported by examples of good (and possibly bad)
practice and subsequently the publication of a Series
of detailed pieces On particular services. Both the
examples in the first paper and the subsequent examin-
ations should be the product of particular local
sauthorities, although published by central Government.
Getting local authority co—operation might be difficulft,
but should not be impossible. We deal below (para. 52
and Annex) with the question of Ministerial responsi-

bility for this work.

The management role of local representatives

10. We referred above to the "verticality" of services
as between Town Hall and Whitehall (para. 2). The
local reflections of this are "departmentalism" and

the comparative weakness of the full Council and of
central controls over finance and manpower as compared
with the strength of departmental Chairmen and Chief
Officers. This has been compounded since re-organisatio:
by a certain lack of clarity in specifying the respect-
ive responsibilities of different tiers in the structure

of local Government.

11 We believe that the main targets in this area

are these:

2. Obscurity about the respective responsibilitiec

of members in their different capacities as



17,

Councillors and members of "service" committees
and about those of the Chief Executive (where he

exists) and of Chief Officers.

0. Inertia, including the reluctance of
members to have their administration looked over
by outsiders, to find the time and energy to
review the delivery and quality of services and

to upset the unions.

Ea The ineffectiveness of central control over
finance and manning in overseeing the use of
resources by departments and incombating the
tendency towards incrementalisam in financial
planning and allocation, spending unnecessarily
to use up the annual budget and loading admin-
istration and ancillary services on top of

main Services for no obvious advantage.

dle Weak control over capital projects, because

of lack of managerial experience and forethought.

. Lack of intelligible management information

for members.

Our suggestions here centre on clarifying the

management role of elected members and their staffs

and strengthening their capacity to carry it out.




O

e recommend as follows:

a. There should be guidance from the Government
on the nature and performance of elected members’
role as managers, again based so far as posible

on good local authority practice.

b.  This should include guidance for Committee
Chairmen and Chief Officers on setting expend-
lture objectives; clarifying the respective
roles of leader, Chief Executive, Chairmen

and Chief Officers in resource planning, manage-
ment and control; and the type of information
required to enable members to become good

managers.

c. There should also be guidance on the manage-
ment of such particular services and institutions
as large comprehensive schools (see also para.

20 below).

d. The Government should either arranse itself
or stimulate others to arrange courses and
conferences for local representatives on their
management role.  (Lord BellWin recently told

a local authority gathering, "[There is an]
enormous number of Conferences ....... for
members and officers, covering every functional
activity in local government and yet never have

I heard of an open national Conference of
members, sSpecifically to examine ways of doing

things better”.)




e. Both guidance and conferences should be
as pecific as possible. Some examples which

occur to us are these:

L Members should be encouraged (and
a corresponding public expectation should
be stimulated) to look at such trans-
departmental issues as heating, lighting,
cleaning, transport, premises, invoicing

and printing.

ii. The machinery for looking should be
specified, with an explanation of the use
of Performance Review Committees and Audit
Commi ttees, neither of which is by any
means universal but of each of which there
is, we understand, sSome encouraging €xXper—

ience to tap.

14, Mr Ian Coutts, the Conservative Leader in
Norfolk, has recently drawn attention to such

differences between unit costs as these:

~ Northumberland spends nearly twice as
much on fire cover per thousand people

a s Northamptonshire.

- Bedfordshire educates primary school
children at a cost per pupil 30% higher

than in Lancashire; Surrey educates

secondary children at a cost per head

20% higher than in Suffolk.




Recn 5

Recn 6

- Buckinghamshire produces school meals at
a cost 20% higher than in Hereford and

Worcester.

-~ Derbyshire pays 40% more than Salop to

keep a child in a community home.

One of the most important tasks for Government is
to ensure the provision of information which will
anable elected members to compare expenditures
between local authorities, but we think that the
Government itself should set this information in
context 0y such central analysis as local author-
ities cannot manage for themselves., There is LAMSAC,
of course, but not all local authorities use it and
the Secretary of State for the Environment proposes
to incorporate it in his "Accounts Commission for
Local Government', on which we comment below. We
would want to see local self-help strengthened but
we think that much of the present organisation and
methods work going on is feeble, inadequate and
unknown to the public and that what is needed is

a powerful impetus by Government in the shape of
regularly published information on spending on

different services.

The use of instruments in the Government's own hands.

notably inspection

e We believe that the Government should consider

what instruments it itself can bring to bear on




local authorities without overbearing, but we

recommend that the purposes and methods of relevant

inspectorates should be reviewed urgently.

16. We doubt whether there is a substantial issue
in the case of the Fireand Police Inspectorates.
although it has been put to us that their effect

is to drive up the cost of services because of

their insistence on the best equipment.

17.- In the case of the Schools and Further
Education Inspectorate, we think that there is a
truly fundamental issue about the role of central
Government. The old view was that because Parliament
made parents send their children to school, it should
guarantee that the education given was worth having.
We are bound to say that in our view we still fail
to preserve many of our children from being made
into second rate people by second rate educatien
and that, far from being the taxpayers'and parents’
friend, the Inspector has become part of the

educational stage army.

18. It is doubtful whether the Inspectorate has

2 local inspectorial role at all or whether it has

become another '"research and development" organ-
X hesal

1sation, The issues are. "What standards do we

wish to promote? What is the best policy for

promoting and monitoring the achievement of these




Recn 7

standerds? What information should be made avail-
able to the public about the performance of part-

icular institutions as a result of inspection?"”

19. Vle see this as a key issue in determining
whether such a service as education is run by the pro-
fessional establishment mainly by reference to
criteria powerfully modulated by the interplay of

pressure groups or whether the Government plays

‘that central part which no other national institution

can play, namely asserting and defending standards.

20, We should add that it is our impression that
such a move by the Government would be very much
welcomed by meny in the practice and administration

of edcuation and by a multitude of parents.

21. We also recommend that the Education Depart-
ments should urgently review their contribution to
the managerial competence of senior teachers and
administrators. Being head of a large school,

or a polytecimic or a college is taxing and difficulft,
but our understanding is that the training available
to Principals, Heads and Deputy Heads is limited in

extent and value.

Manpower

22, The Lord Mayor of Plymouth's personal con-

tribution during the summer showed that the growth

11




of local authority man power seems inexorable.

even at the local level.

23. However, the consumption oI manpower can be
attacked by reference to some fairly simple questions

and by exposing the answers to the public gaze:

- How many people are really needed in

order to provide the due service?

- What are the effects of having more
people than you need, eg in admin-

istration and ancillary services?

- How much double-banking is there between

services?

24,  The main point is that it is no use having

a ”Manpower Watch" if one does not get behind

the figures and explain in as much detail and as

vividly as possible what staff actuallydo and what
value they add.

25 . This is a minefield, of course, but we
believe that it calls for radical measures to
expose the nature and cost of both overmanning
and of such restricted practices as constraints

on the redeployment of labour, staffing levels

and vhoney bonus schemes.

e




Recn 8 28 . We recommend that the Government should

publish descrigions of the use of manpower as
part of the series of appraisals outlined in

paras. o - 8 above; that it should describe

the model staffing regimes for particular services
and institutions; and that it should contrast
levels of staffing as between different local
authorities. Again, as much of the descriptive work
should be done by local authorities themselves as
possible, but we believe that the Government should
become in effeect a "consumer association'" for the

taxpayer.

Changing the pattern of accountability

21 There remains the fundamental issue of

accountability, described in other papers.

28. The options appear to be these:

a. to withdraw central funding and to
make local government wholly responsible

for financing itseld;

Bl to make local authorities account to
Ministers for the way they spend on part-

icular services;

c. to persuade Parliament to assume a
monitoring role by extending the remit

of the Public Accounts Committee and of




the Comptroller and Auditor General to

local expenditure;

d. to rely on the provisions of the ILocal

Government, Planning and Land Bill.

29. These questions are large and controversial.
We raise them here only because they are relevant
to the Secretary of State for the Environment's

proposal to set up an "Accounts Commission for

Local Government in England and Wales". Broadly

speaking, the proposal envisages leaving central
and local government in the same relationship of
financial accountability as before, but taking
away from local gcvernment a certain measure of
independence in the appointment of auditors and
the common service contained in LAMSAC.  The
Commission would also absorb the District Audit
Service and the Advisory Commitee on Local Govern-

ment Audit. It would involve the Comptroller

and Auditor General, thus apparently bring in

Parliament, on a basis not clearly indicated.

30, It is not obvious to us why the local
authorities should be expected to agree with this
nor, if it means a row, how it can avoid reducing
opportunities for other and possibly better steps
later on. The proposal seems to us to mean an
awkward mixture of encouragement to and audit otf

local authorities but, perhaps more importantly,

14




Recn 10

it raises the question whether it is right to
respond to worries about the efficiency and the
accountability of local government by reducing
its capacity to reform itself by taking away Some
of its functions and giving them to a non-elected

body appointed by central Government.

31. We recommend that the constitutional impli-

cations of this proposal should be set out so
as to enable Ministers to consider whether, if
adopted, it would tend to work against rather than

for substantial change, should this be in prospect.

Ministerial action

32. Several Ministers and departments are involved
in our recommendations. We must say frankly that
an early need will be to get across to departments
the need to commit themselves to helping the tax-
payer get value for money, in substitution for a
commitment to the maintenance of their relationships
with their stage armies at all costs. We should
therefore raise with you the question of leadership

and co-ordination.

33. Our view is that you might ask one Secretary
of State to take the lead on your behalf, to
prepare rapidly a plan of action for agreement

ou and your colleagues and subsequently fo

by ¥
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Recn 1

Recn 2

report back to you at regular intervals. On the
otner hnand, of course, you might prefer to keep

the reins in your own hands for the time being.

sS4, e offer in the Annex the outline of a

strategy, which we invite you to consider.

do. lMay we also say a word on Sir Derek Rayner's
role Y There are many problems of political

and tactical relationships in all that we have
said. To the extent that it would help to
present and tackle the issues as ones of good
management, common to both central and local
Government, we think that his services might be
used, for example in giving his name to a paper
drawing on existing experience to show that
reducing actual and antipated levels of expendilire
can produce more cost-effective services. Another
example would be contributing to the preparation
of guides and supplements (see paras. 8, 12 and 26

above).

Summary of recommendations

36. Our recommendations are as follows:

The approach should be as in paragraph 1.

Given the existing distribution of responsibilities
between cental and local government, public

opinion should be mobilised and the Government

should regard itself as a "consumer association"
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Recn 11

Kenneth Berrill
December 1979

for the taxpayer (paras. 3 and 26).

The Government should publish a series of guides
and papers on value for money, preferably incor-
porating the work of local authorities (paras. o -
Sl

The Government should publish guidance on the
management role of elected members and of those
responsible for providing services (para. 13).
The Government should publish date on local
authorities' spending on different services
(para.‘14).

The purposes and methods of Government Inspect-
orates should be reviewed urgently, with particular
reference to education (paras. 15 - 20.)

The Education Departments should review urgently
their contribution to the management competence
of senior teachers and administrators (para. 21).
The Government should publish descriptions of the
use of manpower, model staffing regimés and
comparisons of staffing levels (para. 26).

The constitutional implications of the proposed
"Accounts Commission" should be set out for
Ministers (para. 31).

A plan of action on the lines of the Annex

should be adopted (para. 33).

Sir Derek Rayner might be able to play a part

if so wished (para. 35).

Derek Rayner
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uing%quY AND WASTE IN LOCAL GOVERNMENT: OUTLINE OF A PLAN OF
VA 1\

)

A WWha t are the targets?

L Targets are likely to be both general and particular.

2 General targets might include elected members' indifference

to value for money; poor central controlover the allocation and

use of resources by departments; poor control over capital projects;
and general weakmess of the management structure and arrangements.

3 In sum, the main general target would be devising a pattern
of managerial practice appropriate to the rest of the century.

4 Particular targets might include both individual local authorities
which are inefficient or prodigal and, more commonly, given the
nature and thrust of this exercise, the various services for which
local amthorities are responsible or some particular aspect of them.

5 Manning can be tackled as a general target to some degree,
but it would be better dealt with as a characteristic of particular
services. (The important general point about it is that over-
manning is proof of weak central management control.)

6 In the case of each service, there are such questions as:

- Lstablishing the nature and extent of the function which
must be carried out.

- Discarding bye-functions which need not be carried out.

- Establishing levels of staffing and equipment anpropriate
to the function and the economic circumstance

— LEstablishing the correct balance between the staffing and
equlpment actually needed for the service and for
administrative and ancillary services in support of it.

1
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- Zstablishing the nature and extent of the information needed
Tor effective management by elected members and others.

- Establishing the cost of such inhibitions as those of re-
strictive practices.

- [HEstablishing the cost of "departmentalism".

What needs to be done next?

The opportunities for effective action need to be judged by

reference to intended action on other fronts (E below).

need

Q

o/

The character, timing and presentation of an initiative then
to be worked out by reference to, inter alia:

- Ministerial leadership and co-ordination
- Identification of targetps (A above)

~ The contribution to be made by Ministers fronting onto
particular services (Home, Environment, Scotland,
Wales, Social Services and Education) and by some central
point, 1if any

~ Presentation and co-operation: winning the support and help
of particular local authorities, the local authority
associations and staff associations (?), and the public.

Doing the fieldwork

- Publishing the results

How should it be done?

Ye suggest that you should first call together the relevant

Ministers and take their advice on the issues and the possibilities,
on the basis of a draft plan of campaign.

10

The aim should be to get agreement to the draft plan and then
2




some rapid work by individual Ministers to give it substance in re-
spect of the contribution to be made by each Department.

11 These contributions would be mainly in terms of getting local
authorities to do exercises themselves, but Depariments would have
to work themselves on such issues as the contribution of Inspection
to securing value for money and puling together separate experiences
of separate local authorities.

12  Ministers' contributions to the plan should be brought together
by a Minister nominated by you, or by a central point nominated by

ybu, and presented to Cabinet for agreement by, say, mid-February.

D Who are those in local government already attacking the tarzets?

13 It would be necessary to specify both particular elected members
and authorities with a view to enlisting potential allies and co-
WOTrkers.

14 Similarly, it would be helpful to specify those tendencies
which are already working in the direction desired by the Government,
to analyse their effects and to consider how they should be boosted.
These include:

-~ The development of the managerial role of the full Council
and such central commilttees as the Finance Commi ttee

- The employment of Chief Executives

— The use of Performance Review and Audit Committees; the
work of the District Audit Service

- The (slow) development of such collective services as those

£ 1 f TQ l'-‘l
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15 Again, there should be good practice in the management of
particular services locally which should be identified by Departments.

3




What are the relevant changes the Government has in hand or
in prospect and the instruments which it might use already

in its hands?%

16  Relévant prospective changes are as set out briefly in other
papers and are:

Reduction of central controls and circulars.

Reduction of central control over the allocation of
capital expenditure, but increased control over total

capital expenditure.

Proposed reform of RSG from 1981/82.

Review of statutory duties.
Review of scope for privatisation/contracting out.
Proposals to require publication of cost statistics.

DOE proposal for an "Accounts Commission for Local
Government'.

17  The "instruments" include Inspection; influence; exhortation
and guidance. It would be necessary to review them quickly to see
what contribution they should make, in effect the policy behind

them.
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Sir Derek Rayner o/T
Mr P SON Mr Allen

EFFICIENCY AND WASTE IN LOCAL GOVERNMENT

We have agreed to have a word this week, at your convenience.

e There are two points which I should like to raise with
vou. First, there is the question of the nature and timing of
the "Government's wider examination of waste and efficiency 1n
local government (para. 3 of Home Secretary's minute to_the Pl
of 8 November, last two lines) and what part Sir Derek Rayner
will be expected to play in it. Sir DR's two minutes to the
PM of 28 September and mine to him of 2 October, copied to you,
are relevant. (Of more immediate concern is that this office
is coming under pressure from the DOE on the proposed_ 'Accounts
Commission for Local Government", as DOE not unnaturally wants
to know what our view of the "wider examination" is.)

Sra Second, I see that there should be a Green Paper on
Exchequer and Audit early in the New Year. I would have thought
it sensible for Sir DR to see this in draft and to have an
opportunity to comment on it.
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EFFTICIENCY AND WASTE IN CENTRAL GOVERNMENT: THE SCRUTINY PROGRAMME
I am replying to your jetter of 1 November to John Chilcot in which
you asked Private Secretaries to give you advance warning of the
subjects proposed for examination under the Scrutiny Programme.

The subjects for the DE Group are as follows:

DE (Jointly with DHSS)

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

MSC

H A study of present practices in relation to energy conservation
i throughout the MSC.

HSE
A study of the ways of estimating the costs and benefits of new

proposals for health and safety regulations, approved Codes of
Practice, etc.
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@ !r PATTISON Sir Derek Rayner

Mr Downey (CPRS)

EFFICIENCY & WASTE IN LOCAL GOVERNMENT: EDUCATION

Sir Derek Rayner's longer minute on local government mentioned
two head teachers, Mr and Mrs Willsher. The Prime Minister
might like to see the attached short papers by these two young
heads. The papers are quite short; T have side- or underlined
the main points.

s The papers numbered 1 and 2 deal with themes sympathetic
to oir Derek Rayner's way of thinking:

a., Let it be established clearly what any institution
is to do.

b. Let the line of accountability within it and from it
be clearly established.

c. Let the criteria for judging its success be established
clearly.

d. Let accountability be real.

e. Let the quality of the public services delivered, espe-
cially to simple people who deserve most of the State, be
such 2s to command their support and respect. (Why is it
that so many of our children and their parents still do

not see secondary education to the age of sixteen as a
natural and fruitful part of their lives?)

f. Let the Government provide strong leadership in making

the purposes of national services locally administered both
sourid and clear and in getting the quality of service deliv-

ered monitored.

Sl Paper 3 is in respect of Mrs Willsher's school only., This
is a large comprehensive school in Sandwell. It has 1,600 boys
and girls from all the races to be found in the West Midlands

and 90 staff. The paper deals with a visit by HM Inspectors

in preparation for which the school did a lot of work and from
which much benefit was hoped for. This is not to damn to the
Inspectorate, but is worrying evidence of the failure of a central
body to give the sort of help that only a central body can. It
should also be seen against the reference to the COSMOS courses

in para%raph 2.0 of paper 1 and the suggestion that there should
be a national trainin% centre to prepare people to manage institu-
tions of the size of The modern comprehensive school, Both points

underscore Sir Derek Rayner's reference to establishing what™ the
policy for inspection is,



4, It is an interesting fact, by the wayf’%hat Mr Willsher's

school has the same number of staff as his wife's (90) although
it has 500 fewer pupils., They work for different local author-
ities, needless to say.

Dis I should add that Sir Derek Rayner has met the Willshers,
who have been friends of mine for many years, and was favourably
impressed by them,

e

C PRIESTLEY
9 November 1979

Encss 1 Report on strategies .meeded: .essssiveeess

2 OStrategies needed to cope with imminent cutbacks .eeeeecees

3 Visit of an HMI team to George Salter High School
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This is the personal report from the Headteachers of two large S.P.S.
Comprehensive Schools which should on any criterlia be "seriously difficult”
to run. They are not - and we therefore put the following ideas forward
Decause we feel strongly that if sound management techniques have solved
many of the problems we have faced then any school should be able to

achieve more and cope with impending cuts, micro-technology and falling

rolls/roles.

e _AIM: - to point up the present un-imaginative use of resources in
Education and to emphasise strategies which may be brought
to bear to shed such ineffectual use, thus leaving time,
energy and space for further achievement at all levels.

TG The Aims of every school should be clearly defined (and agreed

upon) in an explicit School Management document.

T, % The Objectives included therein should be clear cut critarig with

Education taking prime place de facto and other aspects of the

school community taking a necessarily subsidlary role.

13 The guality of the Education provided depends upon sound teaching
supported by the effective management of resources; teachers and
 pupils being the prime resource.
1.4 Sound teaching may only occur within a clearly defined framework
| of order and control.
1.5 The pastoral and academic aspects of schools should NOW be

integrated. This may be done by careful assessment of academic

standards together with social inter-relationships completed by
the CLASS TEACHER. Once specialist needs have been identified
then the relevant external agency should be involved as tsachers

are unable per se to influence some social factors over which
they have little control.
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I.8

.8

2.0

2. L

2.2

Education at Primary level should concentrate its resources
On numeracy, literacy and oracy and thus prevent unnecessary

underachievement at II+.

Considerable rationalization of post IB+ education should take

place immediately to prevent additional wastage of resources.

With such rationalization, middle schools will no longer be a

viable proposition.

If schools are to be managed well then Headteachers and Deputies

should have basic training in management. Is there any Company

that would put in a Managing Director who had never directed?

In addition, without the re-establishment of acceptable salary

differentials one of the prime motivators of incentive will

remain inactive, particularly with Scale IV post holders and above.

The D.E.S. should be i/c such management treining yet appear to

be in%F¥ficiently geared to management technigues (for example,
Cosmos N.BI - October I878, outmoded, outdated and irrelevant

material was used at a cost of some £25,000 in salaries and time)

As Secondary Education has no central training centre of its own
to compare with the Scottish Centre for Studies in School Admin-
istration at Moray House then until such a national establishment
is set up institutions such as the Anglian Regional Management
Centre and Brighton Polytechnic should be utilized further (although

some of their courses are already outdated).

When the D.E.S. carry out "special projects” they should be

significantly followed up. On a recent exercise one school

completed 500 man-hours of statistics for a particular project.
This was followed by a totally inadequate and superficial (in

the opinion of both staff and pupils of the school) visitation

by four H.M.I.'s. The exercise concluded with an apology personally

delivered by a fifth H.M.I. from a chief Inspector. The school

still awaits the return of the statistics some seven months™ later.

¥ COMe«{Ok"Z Wﬁm e
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Likewise courses and projects mounted by L.E.A.'s should be relevant

and significant. Freguently they prove to have neither of these

gualities.

Schools should be trained and encouraged to mount their own

Staff Development programmes (see occasional paper I0 on otatt

-Development by Trotter and Willsher).

By such internal programmes attitudes of the pupils and curriculum
innovation benefit enormously, g.v. the schools of the present

writers.

When Staff are encouraged to develop, certain vulnerabilities
are reduced and hitherto unknown and unrealized potential is

Pulfilleds

‘A basic principle here concerning appointments is that every job

above scale one should have a detailed specific job specification.

Agreed methods of decision-making (taken at the lowest appropriate
level) should be instituted in all schools, thereby giving security,

responsibility and accountability to every member of staff.

The expected and normal aggression and conflict may then be
faced openly and dealt with so that unhealthy characteristics
are minimized. Staff, pupils and parents should all have their

due place for decision-making within the school.

Entry to schools should have a substantial element of parental

choice. This acts both as a stimulus and a moderator on standards

and increases the public accountability of schools.

L.E.A.'s likewise must show greater evidence of public account-

ability in the control systems operated by public works.

With micro-technology, the silicon chip and huge non-unemployment
at IB+, I8+ and 2I+, massive curriculespchanges will need to be
made for the IS880's and I890's. This will NOT be possible unless
attitudes begin to change now by sound in-service-training both

at initial and later levels.
— 3 —




Concerning Initial Teacher Training, students are "licensed to
practige” but at times little else. We would suggest that to
improve this situation staff in the Universities and Colleges

exchange with Secondary teaching staff on a regular basis.

The D.E.S. could and should provide a framework for these changes
by the close monitoring of schools and the dissemination of good

practice more guickly and effectively.

In conclusion, if such technigues work (and they do) in OUR SITUATIONS

then they can and will in any situation. What we need is better training

for Management; the ability to use the resources we already have well and

the ruthless cutting out of waste space, energy and manpower. In the longer

term Unions and Management must agree on a code of professional standards

and procedures to monitor these. Meanwhile we would suggest that the

recommendations of this report should be implemented with all possible speed.

Shirley & Geoffrey Willsher. 7481878,
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AIM: To develop the theme of the cutting out of waste space, energy and

manpower referred to in the conclusion of Paper One (7.6.1879).

OBJECTIVE: To highlight areas where financial cutbacks may be implemented

so that all pupils retain a sound basic education with equal opportunities

for children to realize their potentiality.

t (o ¢ Further control by Central Government would seem to be a logical step
forward.
1.2 Yet 1s there a body which at present shows the ACCOUNTABILITY let

——

alone the ABILITY to undertake the assiduous and careful monitoring

that such central control might impose?

1.3 In the long term any such body must be ACCOUNTABLE to the Secretary
of State for Education and to a code of professional standards to
be established by the professional educationalists.

1.4 The fact that such a code is not at present in existence is a matter
for the professionals themselves to take up urgently. Further

control by Central Government would provide the impetus for this

-work to go forward.

.5 The effect of financial cutbacks has to be seen on each individual

area and in particular upon those areas which for historical and

social reasons have undergone severe problems of deprivation.

156 In the last five years financial constraints have meant that the

luxuries have already been pruned from such areas and where the

clientele is from a predominantly working class background, then

the inadequacy of some parents to allow their children to realize

the potentiality of the "equality of opportunity" of the 1844 Act

has to be faced realistical{y.




If they are not then many of our pupils will be discriminated against

because they will lose out not only at home but also at school.

1.8 We would propose the following strategies so that children throughout

the country really do have equal opportunity.

i) a larger proportion of holiday time should be imposed
nationally during the winter months to reduce fuel bills
ii) achools should offer a hot snack to‘reduce the cost of

food subsidies

iii) ancillary help in schools should be reduced to the
absolute minimum
l iv) elder teaching statesmen should be encouraged to take up

early retirement

v) schools with vastly falling rolls should NOT be given
artificial respiration but should be quickly and decently
buried

vi) inevitably this gives way to the law of the market place -
which is no bad thing at a time when professionals are
establishing their code of conduct | |

vii) thus professionals both within the schools, colleges and

universities must deliver the goods or g6; the same law of

course would apply to members of Her Majesty's Inspectorate.

In Conclusion

—— — —— — ST — ————
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Only by the setting up of the machinery to implement such drastic measures
will L.E.A.'s be able to cut out the waste space, energy and manpower already
in existence.

S. & G.C. Willsher.

November Ist 1I979.
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REPORT ON VISIT OF A TEAM OF H.M.I. TO
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ol On behalf of the staff and pupils of George Salter High School we
would wish to thank the members of the team who gave us, as oOne
member of the team pointed out, "twenty years of Inspectorate time"
which they managed magnificently to put into the seventy hours of time

spent with us in March.

I.2 The preliminary visit in September proved helpful all round. At our
request it was agreed that the tabulation concerning Caribbean group-
ing might be graded more finely; otherwise it is rather like making
generalized statements about the Irish, the Welsh and the Scots put

together!

I.3 Having done our statistical work (some 500 - 600 working hours of it
which included the finer distinctions) it was somewhat disappointing
to find that the D.E.S. had not taken these into account on their

tabulations. Thus essential information upon performance and provision

was not able to be computerized.

I.4 We had sent a detailed report to the D.E.S. on the work being carried
out at George Salter High School and looked forward to a stimulating
dialogue with the Team throughout their visit. In preparation for
such a dialogue we submitted well in advance, a request for advice

in certain areas of our work.

LI.5 To highlight our needs we included a feport on 'West Indian need and

provision'; we al%o looked to help with the question of high aspiring

: Asians who had high-lighted for us the problem of the under-achievement




of some of our indigenous white pupils living in a low aspiring

neighbourhood. Essentially this comes down to the question, (if our

Asian pupils can be well motivated in spite of impoverished living

conditions) how may we motivate our under-achieving white pupils living

in similar circumstances?

1.6 Consequently we felt keenly the loss of H.M.I. Mr. Singh and H.M.I.

Mrs. Sapora when the Team was changed and the visit foreshortened

four weeks prior to the March visit.

3 By | We nevertheless had high hopes that certain aspects of our work here

might be developed further because of the impending visit and copies

of all the relevant syllabae were made available to the Team.
PTIYNS
The areas where particular aehkdiewe would have been appreciated are

as follows:-

i) our multi-ethnic syllabus in History needed radical

revision

ii) the Language Project we had developed frankly needed

totally re-thinking following our initial tenuous
findings

iii) our Social/Education/Transition syllabus needed re-

sfructuring

iv) ‘B.B.C. 2 used George Salter High School as a basis
for its educational ipput in its series of programmes
on Multi-Racial Britain. The ﬁroducer and his unit

filmed totally unrehearsed pupil participation where

pupils brought up such issues as the National Front

and éolour prejudice. The producer felt it was important

to show pupils speaking uninhibitedly between themselves

on major issues.

- 2 - : ' é
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The pupils were disappointed when they were not approached by the Team

to make their views on the multi-ethnic aspect of education known.

It was the pupils who voiced their disappointment again concerning
the Team's visit to the Department of Home Economics. The work of
this department had extended as far as an article on "Miss likes

rice and peas" in the Jamaican weekly Gleaner; the department had

been very largely responsible for the hospitality for our Sangam

Asian night where only Asian food was served to an audience of

800 - (and incidentally where no word of English was spoken through-

out the evening) - and for preparing the West Indian dishes for our

Caribbean Evening.

Regularly the department entertains visitors with Caribbean and
Asian food, chosen, shopped for, cooked and served by the pupils

themselves.

We had discovered (by chance!) an unusual element in the structuring
of our 2nd phase language work; help and advice in this direction
would have been invaluable. In particular with the tricky problem
of identifying the Asian pupil whose problem is that of being E.S.N.

rather than having E.S.L. difficulties.

Likewise with the current shortage of teachers of Science and of
Mathematics we feel that advice on how to capitalise upon Asian

potential here might have furthered our thinking into our current

"Mathematics across the curriculum" work.

Again by chance we discovered that sending our literature to Asian

homes in the mother tongue language may be counter-productive at

timés. Discussion upon this topic would have been valued.

= 3 —
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We have a member of staff whose job it is to analyse our Multi-ethnic

material in the English department; advice here on how to avoid the

multi-ethnic rubbish that some publishers peddle had been eagerly

looked forward to.

Statistics upon the dual use of our premises might well have proved

useful had they been requested.

Being at the receiving end of Initial Teacher Training we are very

keen to influence the Colleges of Education and the Universities upon

the aspect of having a multi-ethnic igput in the courses provided.

One member of staff has served on the boards of two C.N.A.A. in service

B.Ed. courses in Multi-cultural education and her views and experience

might have proved useful to the Team.

We had certainly hoped for, in depth, advice upon our forthcoming [CJEJ

Mode III examination based on the use of Creole.

The keenest disappointment of all came from the staff both as a body

and as individuals who had confidently expected and waited for an

in-depth approach to Multi-ethnicity in sgité of all our problems of

fuel shortages, snow-bound staff and industrial action by N.U.P.E.

members.

According to many criteria George Salter High School should be a se<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>