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10 DOWNING STREET

{4th February, 1981

I am now able to reply to your lettci datod 12th
January, for which many thanks.

I have had a word with the Primec Ministcxr and with
Clive Whitmore about your letter,

The Prime Minister is content for you to set thuse
listed in paragraphs 1, 2 and 4 of the S3Scl:iedule to vour letter,
subject to one point, Geoffrey howe is, as you knowv, very
heavily engaged at the present time; I think that it woula be
best to defer talking to him until after the Budget and the
Budpet Lebates are over,

For reasons which you will understand, and about which
we have had a word, the Prime Minister does not thinlk that it
would be appropriate Tor vou to see Civil Servants, as listed
in the third group in your Schedule,

I know that vou agree that any discussions which you
do have are non -ofiicial and on a strictly ncn-attributable
basis,

I think that David has in mind %o arrange an informal
lunch, at which you could have an exchange of views with him,
l.obert .rmstrong, and Clive “hitmore.

IAN GOW

kay Whitney, Esq. 0.B.E., M.P.
liouse of Commons




10 DOWNING STREET

from ihe Principal Private Secretary 9 February 1981

The Prime Minister has approved the
attacned White Paper replying to the
Treasury and Civil Service Select Commit-
tee's Report on the Future of the Civil
Service Department. The White Paper will
be published at 1130 a.m. on Thursday,

12 February.

The Prime Minister has asked me to
circulate copies for information to all
liembers of the Cabinet and to the Chief
nwnip. Copies also go to Sir Ian Bancroft,
Sir Douglas Wass, Sir Robert Armstrong and
Sir Derek Rayner,

& A, WHITMORE

JrowRe Halliday, Esq,,
Home Office,
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWI1A 2AZ

Telephone 01 273 5400

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

Mike Pattison Esqg
10 Downing Street
LONDON SW1 9 February 1981

Dea Milte

ORGANISATION OF THE CENTRAL DEPARTMENTS

As agreed on Friday evening, I enclose 30 copies of tﬂe draft
White Paper for you to arrange circulation to members of

Cabinet. I am also sending a copy of the letter which

Sir Ian Bancroft would have used had it been decided that

he should circulate the draft; it may be of use in preparing
your covering note.

‘Zcrtar’! Sé\acqzdﬁc,(~7
LS Q..

R D HULL
Acting Private Secretary
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SW1A 2AZ

Telephone 01 273 5400

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

John Wiggins Esqg
Private Secretary to the
Chancellor of the Excheqguer
HM Treasury
Parliament Street
LONDON Swi1 6 February 1981

D(—;'a_,}- "J’U l"-'{/\.} \

The Prime Minister has apprm?e%:he enclosed White Paper, replying
to the Treasury and Civil Servi Select Committee's report on
the Future of the Civil Service Department, for publication

at 11.30 am on Thursday 12 Februarﬁ}

I have been asked to circulate copies for information to the
Private Secretaries to Ministers in the Ogbinet, and to
Sir Douglas Wass, Sir Robert Armstrong and \Sir Derek Rayner.

T ever,

AN BANCROFT
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THE FUTURE OF THE CIVIL SERVICE DEPARTMENT

Government Oluervations on the First Report from the Treasury and Civil Service Committes,
Session 198081, HC54 i

Presented to Parliament 2
by the Prime Minister and Minister for the Civil Service
by Command %flller Majesty
19
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GOVERNMENT OBSERVATIONS ON THE FIRST REPORT FROM THE TREASURY
AND CIVIL SERVICE COMMITTERE, SESSION 1980-81: THE FU'I'URE OF THE CIVIL

SERVICE DEPARTMENT

INTRODUCTION

15 In its First Report for the Session 1980-81 (The Future of the Civil Service Department,
HC 54), the Treasury and Civil Service Committee examined the role and effectiveness of the
central departments of government, and particularly of the Civil Service Department (CSD), in

promoting and securing efficiency in departments generally .

THE ALLOCATION OF FUNCTIONS AT THE CERTEE

2. On the key machinery of government issue (paragraph 23); th%ﬁ’nme Minister announced to
the House on 29 January 1981 her conclusion that the Treasu.ry and"CSDshould not be merged. The
Prime Minister agrees with the Committee that the right course at the present time is to
strengthen and improve the existing orpanisation rather than to change the machinery of

government, The rest of this White Paper - setting out the Government's observations on the

Select Committee's Report and their plans for the future work of the two Departments - proceeds

from this decision.
THE SELECT COMMITTEE'S RECOMMENDATIONS
In paragraph 4 of its Report the Select Committee identified three topics of interest:-
the effectiveniess of the CSD;
the relationship between the CSD and the Trcasm')./; and

the policy objectives of the CSD.

! Otficial Report, Vol 997, Col 1070
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The Government's observations foliow this struciure. In those matters on which'it is not yet

possible to reach a conclusion, the Government hope that their observations ‘will contribute to a

continuing and fruitful dialogue between the Committee and the Departments concerned.,
THE GOVERNMENT'S OBSERVATIONS

Background

4, The CSD must make its share of the savings planned for the Civil Service. By 1 April 1984
the staff numbers of the CSD (including the Civil Service Catering Organisaiion) will have been
reduced by nearly 1000 (or almost one fifth) as against the number of staff in post when the
Government took office. Where the availability of resources is the limiting constraint upon .the
implementation of the Committee's recommendations, this is made clear in the observations that

follow.

The Effectivencss of the CSD

The Staffing of the CSD

5. The Committee considered that the staffing of the CSD could be strengthened by importing
a wider range of talent, qualification and experience (paragraph 30). As to the desirability of
introducing outside experience there is nothing between the Government and the Committee, and the
Government agree that the CSD should get at least its share - possibly a disproportionately large

share - of the best talents, drawn from inside and outside the Civil Service.

6. The Gpvemmcnt will take into account all the effects of this policy. It should not be
carried to the point where it compromises the ability to develop professionalism, where people
move in and out of jobs too rapidly, or where the potential of existing domestic talent cannot be
fully developed. The best balance is a matter of judgement on which the Committee's views will
be welcome; in the meantime it may be helpful to set out briefly where the Department stands

today on the Committee's specific recommendations:-

a. The recruitment at a fairly senior level of people with relevant experience from

outside the Civil Service,
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Of the 147 staff at Principe! level and above in the policy areas of the CSD (defined in
paragraph 11 of the Report by the Study Team on the Integration of the Treasury and the
Civil Service Department 1), some 40 have had experience of employment outside the Civil
Serviee. The relevance of that experience was taken into consi,dv,érétinn at the time of

recruitment, or in arranging secondments and exchanges.
Greater interchangs between departmental Establishment Divisions and the CSD,

Of the same group of 147, some 90 have worked in one or more government departments
other than the CSD; of these, 25 are at present on loan to CSD from other departments. In
nearly all cases this experience has been acquired or refreshed within the last 10 years;
it has included work in Establishment Divisions but has extended beyond, so that CSD gains
the benefit of experience in a wide range of operational tasks. Eight Principals are on

secondment from CSD to other departments, and two are seconded to Civil Services overseas.

c: Greater interchange between the Treasury's Public Expenditure Divisions and the

CSD's Manpower Divisions.

Of the 90 or .so stafl with departmental experience outside the CSD, 40 have served in the
Treasury. Numerical constraints limit interposting between the Divisions cited: the
Manpower Divisions contain eight Principal and three Assistant Secretary posts. Of the
three Assistant Secretary posts, two at present are hield by CSD staff, of whom one has

eviously served as a professional economist in MAFF, and the other has had five year
experience as a senior manager in a public corporation; the third is on a period of

secondment into CSD from the Ministry of Defence.

7’. In this situation and given that the numbers of senior policy posts are small in relation
to the numbers in the grades beneath, management must carefully judge the effect that increasing
the proportion of staff drawn from outside the Department will have on its policy of developing
domestic talent. The Government hope that the facts on current practice will reassure the

Committee that the value of a broad range of outside cxperience is. fully appreciated.

I The Integration of HM Treasury and the Civil Service Department: Report of the Study Team;
Treasury /Civil Service Department; October 1980. ;
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The Role of the C3D

8. The Government welcome the Committes's support for their continuing commitment to the
‘proper and economical management of the Civil Service. The Government noté that the Committee
considered widespread disquiet had been aroused by what has been seen as the CSD's failure to

pursue a more active role (paragraph 9).

9. The Government agree with the Committee in attaching considerable importance to
Ministerial i.ntercst and direction (paragraphs 9 and 29). The level and character of any
department's activities are, and in our system of government must be, determined by the decisions
and wishes of Ministers. How far the CSD has or has not in the past pursued or achieved the
objectives described in the Committee's report has depended crucially on the priority which
Ministers have assigned them. The activities of the central Departments affect all other
departments, and are necessarily influenced by the collective priorities of the Government as a
whole. This Government regards the good management of central administration and the achievement
of a smaller and more efficient Civil Service as one of its top priorities. The CSD is an
essential instrument for this purpose. Considerable progress has been made since May 1979. The

Government are at one with the Committee in continuing to give weight to this work.

10.  The Committee drew attention (paregraph 31) to the comment by a witness that the CSD
left too much independence to individual departments in matters of internal management,
particularly in the context of the direct control of resources. It is important to get the

responsibilities clear.

11.  The Government consider that although there are areas of management in which a high degree
of central authority is appropriate, the primary responsibility for achieving good management in
a government department rests with the Minister and his senior staff; it is to departmental
Ministers that Parliament entrusts resources. The task of the central Departments in this area is
to advise Ministers upon the allocation of resources (both money and manpower); to design and
maintain the overall system of resource control; to ensure that it is operated effectively by
departments; to satisfy themselves that departments have adequate systems for conducting their
operations cfficiently, and that they apply these systems properly; and to provide expert help

‘and advice where it is needed .
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12.  This distinction is required in order to preserve the clear lines of accountability which
should support both the internal efficiency of government and its relationships with Parliament
and the public, The Government intend that the CSD's pursuit of efficiency in the field of

‘resource control will be conducted accordingly . Within this framework, and under the direction of

Ministers, civil servants are responding well to the Government's drive for increased efficiené)'.

The Pursuit of Efficiency .

13. The Committee's Report criticises the CSD's effectiveness in controlling Civil Service

manpower numbers and in promoting what has been termed manpower efficiency (paragraph 28),

14.  Since May 1979, the Government have piven high priority to these objectives, Thus, in
addition to their continuing tasks in the fields of manpower control, management services and

organisation, the CSD Divisions concerned have:

a. taken the lead in an intensive programme of work to reduce the size of the Civil
Service; results have been reported to Parliament and manpower targets have now been

settled for all departments for 1 April 1984,

b, provided close support for Sir Derek Rayner's programme of scrutinies and taken

the lead in his Service-wide review of statistics;
devised and promulgated improvements to the system of staff inspection;

d. embarked on a programme of Service-wide cost-cutting exercises in supporting

services.

15.  Other CSD activities, however, are also important for the efficient despatch of government
business. They include constructing a management framework that prevents wasteful deployment,
promoting pood industrial relations, and adopting personnel policies that maintain standards of
performance, In setting its priorities the Government will ensure that due weight is given to all

aspeets of the Department's work and will allocate resources accordingly .
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Programme Evaluation

16.  TheCommittee commented (paragraphs 31and 37)on theneed toevaluate programmesin terms
of their "final effectiveness”. The Government agree. In addition to the review of all programmes
each year in the public expenditure survey, much work, using a variety of techniques, goes into
reviewing the effectiveness of particular programmes. The central Departments take part in a
number of these reviews. One current objective is to develop and improve the mmu:(;ment of
"output" where this can usefully be done in the public services. The scrutinies of departmental
activities carried out in consultation with Sir Derek Rayner are intended as a major stimulus to

departmental efficiency .

The Relationship Between the CSD and the Treasury

17.  The Committee recommended three operational changes with a view to encouraging closer
working relationships between the CSD and the Treasury (pavagraph 32), namely, the oo~!oc.ation
of the two Departments in a single building, the sharing of common services between the two
Departments, and the transfer of the CSD's Accountancy, Finance and Audit (AFA) Division to the
Treasury. These proposals drew on the Report of the Study Team on the Integration of H M Treasury

and the Civil Service Department.

18. The Government agree with the Committee that a close working relationship between the
Treasury and the CSD is needed to give drive and impetus to central management policies. The
. Report of the Study Team, (paragraphs 7-12) showed that the area of direct policy contiguity
between the two Departments is small relative to the total size of the Departments, Accordingly,
operational measures designed to improve communication within the centre should concentrate

primarily on this restricted number of posts.

Co-location

19.  The Government agree with the Committee that the functions of the CSD have a logical
cohesion which it would be harmful to split. Accordingly the Government acoept the Committee's
conclusion (paragraph 32(i)) that the CSD policy functions at present brigaded together
geographically should remain so; and that co-location should only proceed on condition that all

the CSD's posts at present in Old Admiralty Building can be moved to join those of the Treasury.
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20. The Report of the Study Team drew attention to the costs and disruption of co-locating
the two Departments in the Government Offices Great George Street. The Government believe that it
would be wrong to distract the Departments from their present tasks. To make space immediately
‘for the CSD would also result in some geographical decentralisation for the Foreign and

Commonwealth Office, whose own co-location would be correspondingly harmed.

21. TheGovernment have therefore decided not to co-ocate the two Departments now.’ They will

keep the matter under review. They will, in addition, examine whether any further steps, such as
an extension of cross-attendance at policy meetings (paragraph 29 of the Report of the Study

Team), can be taken to enhance day to day communication between the staff of the two Departments.

Common Services

22. The Committee recommended (paragraph 32(ii)) that the common services of the two
Departments should be brought together on the basis of the plan outlined in Annex 4.2 of the

Report of the Study Team.

23.  This plan assumed that there would be a single Department with its headquarters located in

one building, The advantages to be gained from setting up a unified common services organisation
must now be re-assessed on the basis of separate Departments separately accommodated. In
particular most of the small potential staff savings identified would result from common services
which it would be difficult to amalgamate in advance of co-location and whose successful

operation would largely depend on unifying ultimate lines of accouniabilily .

24. The Committee concluded that the problems that might be faced by a single Establishment
Officer reporting to two Permaneﬁt Secretaries were not insuperable: they are overcome, for
‘instance, in those departments that already have joint common services. In those departments,
however, the present arrangements have evolved from the split of a larger department into two or
more smaller departments. In these cases, the need to minimise disruption and to avoid additional
costs has been the decisive factor. Uniting establishment matters in two departments where they
have already functioned separately for many years does not offer the same benefits, imposes the
costs arising from disruption, and may be expected to make the role of Establishment Officer

harder rather than easier,
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25. Accordingly, the Government do not propose to bring together the common services of the
two Departments. Their continued separation will not obstruct the existing arrangements for
aoss-posting between the CSD and the Treasury (paragraphs 6 and 7, above) which will continue to
opera'tcoﬁ;me specialist skills, namely those of the Accountancy, Finance and Audit, and the
Operational Research, Divisions of the CSD, are drawn upon by both Departments; here common
arrangements for managing staff may be advantageous. The Government will examine this possibility

further.

The Tramfer-of the CSD's Accountancy, Finances and Audit Division (AFA)
26. The Government agree with the Committee in attaching importance to the improvement of
financial control systems. The Treasury should be in the lead in this field and the Government
agree that the balance of advantage is in favour of transferring the CSD's AFA Division; they
accordingly accept this recommendation {paragraph 32(iii)). Detailed arrangements will be made to
ensire that both central Departments have the support of the skills and experience of qﬁaliﬁcd

accountants in order that the efficiency of the CSD should not suffer from the move.

27. The Government intend to press forward vigorously with measures to improve financial

control and management in Departments. These measures include

more effective planning and control of the cash cost of programmes of public

expenditure

further development of financial responsibility and accountability in line

management

better matching of the financial information needed for the Public Expenditure

Survey and Estimates with that needed for management
the strengthening of internal audit in Departments,
The Treasury is taking the lead in these exercises, but the CSD will make an important

contribution, drawing on its experience with departmental organisation and field work. The Head

of the Government Accountancy Service will also assist with professional advice., A Steering Group
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under Treasury chairmanship has been established to co-ordinate and direct the relevant
activities. It will as appropriate draw on the experience of Sir Derck Rayner's scrutiny
programme and other reviews, and will ensure that support is given to the implementation of the

"lasting reforms". 1

The Priorities and Objectivez of the CSD

28. The Committee recommended (paragraphs 33-38) that more attention should be given to
several aspects of the CSD's work beyond those of resource control and efficiency in

organisational terms and that a number of measures recommended by the Fulton Committec? and by

3

the Expenditure Committee of the last Parliament™ should be re-examined.

29. Since the Government took office high priority has been given to good management and to
the achievement of a2 smaller and more efficient Civil Service (paragraph 9, above). The priority
and resources accorded to the CSD's other work will be determined by reference to this objective
(paragraph 15, above). In pursuit of these aims the CSD, in collaboration with the Treasury and

departments, will tackle specific problems inlcuding:-

a. promoting a knowledge and consciousness of costs, and the incentive to be

economical, at all levels of management;
improving systems for cdntro!ling manpower and administrative overheads;

ci ensuring that the staff responsible for controlling and managing resources have

the necessary training and experience for the job; and,

! Paragraph 13 of a Memorandum submitted by Sir Derek Rayner to the Select Committee on the
'Ilr'rt;asury and Civil Service [Appendix 10, the Fourth Report from the Committee, Session 1979-80:
Civil Service Manpower Reductions" Vol II; HC 712]

2 Fulton Report; The Civil Service; Cmnd 3638; 1968
3 Eleventh Report from the Expenditure Committee; Session 1976-77; HC 535
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d. pruning and simplifying administrative functions and procedures.

The first emphasis in personnel policies as elsewhere must be on improving the ability of the
"Civil Service to solve these problems. The Government will approach the matters referred to by

.

the Committee in this light.
Training

30. As to formal training, the resources devoted by the CSD to this part of its overall effort
are being reduced, and there is a shift of emphasis towards training for efficient management,
including training in accountancy, financial management and audit. The main priority in the CSD's
advice and guidance to departments on fraining is to help them get better value for money by

focussing attention on the relative costs and benefits of particular methods of training,
Professionalism and Movement from Job to Job

31. The value of good arrangements for control and management is greatly increased if they are
operated by officials with the right aptitude and training. Further thought has been given to the
way in which the Service has hitherto identified and prepared, by formal training and otherwise,
those who were to hold senior positions a decade or so later. Proposals are being developed for
building on the present systems for defining the requirements of key posts, for identifying in
advance suitably qualified successors to the existing holders, and for ensuring that key staff
acquire the experience that fits them to fill such posts. Attention is being particularly
focussed on posts with major responsibilities for management and control of resources. These
proposals will make it possible to put on a more formal footing existing practices of
specialisation in administrative work, and to ensure that those likely to occupy the highast.
ranks in the Service have direct experience of the management of both people and money. This
approach will be adopted in other appropriate areas of the Service. The Government regard it as
important that the staffing of Finance Branches, for example, should have full regard to

experience, in-service training and external qualification,

32, ‘These improved methods of succession planning and career development are relevant to the
Committee's comments (parapraph 36) on the need for a greater degree of professionalism
throughout the Civil Service, which includes specialisation by administrators, and the

desirability of members of the Administration Group spending rather longer in each job. The extra
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effort put into succeesion planning should help in the long run te reduce the frequency of nioves
of administrative staff and to confirm the present tendency of such officers to spend much of
their career in a particular work area. It will make it possible to choose more positively
between importing outsiders with relevant experience for specific senior posts and ensuring a

supply within the Service of people with suitable backgrounds for most, if not all, such posts,

33.  These considerations do not all point one way, but the Government are sympathetic to the
aim of increasing experience within one job and reducing the turbulence arising from too frequent

moves,
Unified Grading

34.  The present system of grades in the Civil Service! is a mixture of an older system (based
on classes) and a newer system (based on occupational groups and categories). It is recognised as
a hybrid, While it has proved itself adequate for most management purposes, it is not entirely
satisfactory and it has been criticised by the Expenditure Committee and by the Treasury and
Civil Service Committee for failing to meet the objectives sought by the Fulton Committee
(paragraphs 230-240 of the Fulton Report), whose recommendations led to the move towards
occupational groups and categories. In paragraphs 35 and 38 of its Report, the Select Committee

urged the Government fo give fresh consideration to these proposals,

35.  The Government will look agzin at the present structure of Civil Service grades. They will
seek to establish the objectives that the management structure should meet, and see what changes
may be needed. They will need to watch available resources, and the CSD will keep the Committee
abreast of their thinking as it develops. Other studies are being pursued by the CSD related to
the structure of grades within the Civil Service. In particular there is the Chain of Command

Review, which is examining the number and use of grades hierarchically in the management
structure, and which may provide a broader framework within which the principle of unified

grading can be further examined.

! gee paragraphs 2.4-2.7 of the Introductory Factual Memorandum submitted by the CSD to the
Committee on 10 January 1980 [published by CSD; April 1980; HMSO]; and paragraphs 98-112 of
the memorandum entitled "The Response to the Fulton Report" submitted by CSD to the sub-
Committee of the Expenditure Committee in November 1975 [Eleventh Report from the
Expenditure Committee, Session 1976-77; HC 535; pages 18-21)
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36.  The Government have taken the opportunity provided by these observations on the Report of
‘the Selcct Committee to indicate their priorities for the management of the Civil Service and for
the control of resources devoted to departmental administration. The top priority is the pursuit
of efficiency, particularly in the direct contro! of resources. As these observations show, the
Government are keen to reshape the operations and policies of the central Departments so as to
contiibute to that priority. The Government have welcomed the reccmmendations of the Select
Committee which are consistent with this aim. They intend to publish a White Paper describing the
past and future work of the CSD and depariments generaily in the pursuit of the Government's

high-priority policies with the accent on efficiency in the control of resources.,
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10 DOWNING STREET

From the Principal Private Secretary
SIR IAN BANCROFT

Organisation of the Central Departments

Thank you for your minute of 4 February
1981,

The Prime Minister is content for the White
Paper on the future of the Civil Service Depart-
ment to be published in the form of the text
attached to your minute. As we have already told
your office, it should be issued on Thursday 12
February, and the Prime Minister would be grateful
if you would make the necessary arrangements.

In the meantime we will arrange for the
White Paper to be circulated to members of the
Cabinet for their information.

I am sending copies of this minute to

Mr. Wiggins, Mr. Buckley, Sir Douglas Wass,
Sir Robert Armstrong and Sir Derek Rayner.

C. A. WHITMQRE

6_February 19@8 N HDENT!AL
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MR C A WHITMORE

ORGANTISATION OF THE CENTRAL DEPARTMENTS

I attach a final text of the White Paper replying to the
Treasury and Civil Service Committee's report on the Future

of the Civil Service Department, as requested in Mr Pattison's
minute of 2 February. This text incorporates revisions based

on all the comments we have received from the Prime Minister,
the Chancellor of the Exchequer, the Lord President, Sir Douglas
Wass, Sir Robert Armstrong and Sir Derek Raymer.

If the Prime Minister is content with this draft, the next

step is to eirculate it to members of the Cabinet, for information.
We shall, in parallel, make arrangements for the White Paper

to be published in the week beginning 9 February.

Copies of this minute and attachments go to Mr Buckley, ;
Mr Wiggins, Sir Douglas Wass, Sir Robert Armstrong and Sir Derek
Rayner.

Ve

IAN BANCROFT
4 February 1981
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Government Observstions on the First Report from the Treasury and Civil Service Committee, :

Session 1980-81, HC54

Presented to Parliament
by t.'ne Prime Minister and Minister for the Civil Service
by Commanilg%fi Her Majesty
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. GOVERNMENT OBSERVATIONS ON THE FIRST REPORT FROM THE TREASURY

AND CIVIL SERVICE COMMITTEE, SESSION 1980-81: THE FUTURE OF THE CIVIL
SERVICE DEPARTMENT

INTRODUCTION

1 In its First Report for the Session 1980-81 (The Future of the Civil Service Department,
HC 54), the Treasury and Civil Service Committee examined the role and effectiveness of the
central departments of government, and particularly of the Civil Service Department (CSD), in
promoting and securing efficiency in departments generally .

THE ALLOCATION OF FUNCTIONS AT THE CENTRE

2% On the key machinery of government issue (paragraph 23), th%hPrhne Minister announced to

the Houzml on 29 January 1981 her conclusion that the Treasury and/CSDshould not be merged. The
Prime Minister agrees with the Committee that the right course at the present time is to
strengthen and improve the existing organisation rather than to change the machinery of
government. The rest of this White Paper - setting out the Government's observations on the
Select Committee's Report and their plans for the future work of the two Departments - proceeds
from this decision.

THE SELECT COMMITTERE'S RECOMMENDATIONS

In paragraph 4 of its Report the Select Committee identified three topics of interest:-

the effectiveness of the CSD;
the relationship between the CSD and the Treasury; and

the policy objectives of the CSD.

! Official Report, Vol 997, Col 1070
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. The Government's observations follow this structure. In those matters on which it is not yet

possible to reach a conclusion, the Government hope that their observations will contribute to a

continuing and fruitful dialogue between the Committee and the Departments concerned.
THE GOVERNMENT'S OBSERVATIONS
Background

4, The CSD must make its share of the savings planned for the Civil Service. By 1 April 1984
the staff numbers of the CSD (including the Civil Service Catering Organisation) will have been
reduced by nearly 1000 (or almost one fifth) as against the number of staff in post when the
Government took office. Where the availability of resources is the limiting constraint upon tﬁe
implementation of the Committee's recommendations, this is made clear in the observations that

follow.

The Effectiveness of the CSD

The Staffing of the CSD

e The Committee considered that the staffing of the CSD could be strengthened by importing
a wider range of talent, qualification and experience (paragraph 30). As to the desirability of
introducing outside experience there is nothing between the Government and the Committee, and the
Government agree that the CSD should get at least its share - possibly a disproportldnately large
share - of the best talents, drawn from inside and outside the Civil Service.

6. The Government will take into account all the effects of this policy. It should not be

carried to the point where it compromises the ability to develop professionalism, where people
move in and out of jobs too rapidly, or where the potential of existing domestic talent cannot be
fully developed. The best balance is a matter of judgement on which the Committee's views will
be welcome; in the meantime it may be helpful to set out briefly where the Department stands

today on the Committee's specific recommendations:-

a. The recruitment at a fairly senior level of people with relevant experience from

outside the Civil Service.
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Of the 147 staff at Principal level and above in the policy areas of the CSD (defined in
paragraph 11 of the Report by the Study Team on the Integration of the Treasury and the
Civil Service Department 1), some 40 have had experience of employment outside the Civil
Service. The relevance of that experience was taken into consideration at the time of

recruitment, or in arranging secondments and exchanges.
Greater interchange between departmental Establishment Divisions and the CSD.

Of the same group of 147, some 90 have worked in one or more government departments
other than the CSD; of these, 25 are at present on loan to CSD from other departments. In
nearly all cases this experience has been acquired or refreshed within the last 10 years;
it has included work in Establishment Divisions but has extended beyond, so that CSD gains
the benefit of experience in a wide range of operational tasks. Eight Principals are on
secondment from CSD to other departments, and two are seconded to Civil Services overseas .

Ce Greater interchange between the Treasury's Public Expenditure Divisions and the
CSD's Manpower Divisions.

Of the 90 or so staff with departmental experience outside the CSD, 40 have served in the
Treasury. Numerical constraints limit interposting between the Divisions cited: the
Manpower Divisions contain eight Principal and three Assistant Secretary posts. Of the
three Assistant Secretary posts,' two at present are held by CSD staff, of whom one has
previously served as a professional economist in MAFF, and the other has had five years
experience as a senior manager in a public corporation; the third is on a period of

secondment into CSD from the Ministry of Defence.

e In this situation and given that the numbers of senior policy posts are small in relation
to the numbers in the grades beneath, management must carefully judge the effect that increasing
the proportion of staff drawn from outside the Department will have on its policy of developing
domestic talent. The Government hope that the facts on current practice will reassure the

Committee that the value of a broad range of outside experience is fully appreciated .

! The Integration of H};l Treasury and the Civil Service Department: Report of the Study Team;
Treasury /Civil Service Department; October 1980.
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. The Role of the CSD

8. The Government welcome the Committee's support for their continuing commitment to the
‘proper and economical management of the Civil Service. The Government note that the Committes

considered widespread disquiet had been aroused by what has been seen as the CSD's failure to

pursue a more active role (paragraph 9).

9. The Government agree with the Committee in attaching considerable importance to
Ministerial interest and direction (paragraphs 9 and 29). The level and character of any
department's activities are, and in our system of government must be, determined by the decisions
and wishes of Ministers. How far the CSD has or has not in the past pursued or achieved the
objectives described in the Committee's report has depended crucially on the priority which
Ministers have assigned them. The activities of the central Departments affect all other
departments, and are necessarily influenced by the collective priorities of the Government as a
whole. This Government regards the good management of central administration and the achievement
of a smaller and more efficient Civil Service as one of its top priorities. The CSD is an
essential instrument for this purpose. Considerable progress has been made since May 1979. The

Government are at one with the Committee in continuing to give weight to this work.

10. The Committee drew attention (paragraph 31) to the comment by a witness that the CSD
left too much independence to individual departments in matters of internal management,
particularly in the context of the direct control of resources. It is important to get the

responsibilities clear.

11.  The Government consider that although there are areas of management in which a high degree
of central authority is appropriate, the primary responsibility for achieving good management in
a government department rests with the Minister and his senior staff; it is to departmental
Ministers that Parliament entrusts resources. The task of the central Departments in this area is
to advise Ministers upon the allocation of resources (both money and manpower); to design and
maintain the overall system of resource control; to ensure that it is operated effectively by
departments; to satisfy themselves that departments have adequate systems for conducting their
operations efficiently, and that they apply these systems properly; and to provide expert help

and advice where it is needed.
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. 12.  This distinction is required in order to preserve the clear lines of accountability which
should support both the internal efficiency of government and its relationships with Parliament
and the public. The Government intend that the CSD's pursuit of efficiency in the field of
“resource control will be conducted accordingly . Within this framework, and under the direction of
Ministers, civil servants are responding well to the Government's drive for increased efficiency .

The Pursuit of Efficiency .

13. The Committee's Report criticises the CSD's effectiveness in controlling Civil Service
manpower numbers and in promoting what has been termed manpower efficiency (paragraph 28).

14. Since May 1979, the Government have given high priority to these objectives. Thus, ‘in
addition to their continuing tasks in the fields of manpower control, management services and

organisation, the CSD Divisions concerned have:

a. taken the lead in an intensive programme of work to reduce the size of the Civil
Service: results have been reported to Parliament and manpower targets have now been
settled for all departments for 1 April 1984;

b. provided close support for Sir Derek Rayner's programme of scrutinies and taken

the lead in his Service-wide review of statistics;
devised and promulgated improvements to the system of staff inspection;

embarked on a programme of Service-wide cost-cutting exercises in supporting

services.

15. Other CSD activities, however, are also important for the efficient despatch of government
business. They include constructing a management framework that prevents wasteful deployment,
promoting good industrial relations, and adopting personnel policies that maintain standards of
performance. In setting its priorities the Government will ensure that due weight is given to all

aspects of the Department's work and will allocate resources accordingly .
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Programme Evaluation

16.  The Committee commented (paragraphs 31and 37)on the need toevaluate programmesin terms
of their "final effectiveness". The Government agree. In addition to the review of all programmes
each year in the public expenditure survey, much work, using a variety of techniques, goes into
reviewing the effectiveness of particular programmes. The central i)epartments take part in a
number of these reviews. One current objective is to develop and improve the meesme:ment of
"output" where this can usefully be done in the public services. The scrutinies of departmental
activities carried out in consultation with Sir Derek Rayner are intended as a major stimulus to

departmental efficiency .

The Relationship Between the CSD and the Treasury

17.  The Committee recommended three operational changes with a view to encouraging tloser
working relationships between the CSD and the Treasury (paragraph 32), namely, the co-location
of the two Departments in a single building, the sharing of common services between the two
Departments, and the transfer of the CSD's Accountancy, Finance and Audit (AFA) Division to the
Treasury . These proposals drew on the Report of the Study Team on the Integration of H M Treasury
and the Civil Service Department,

18. The Government agree with the Committee that a close working relationship between the
Treasury and the CSD is needed to give drive and impetus to central management policies. The
. Report of the Study Team, (paragraphs 7-12) showed that the area of direct policy contiguity
between the two Departments is small relative to the total size of the Departments. Accordingly,
operational measures designed to improve communication within the centre should concentrate

primarily on this restricted number of posts.

Co-location

19.  The Government agree with the Committee that the functions of the CSD have a logical
cohesion which it would be harmful to split. Accordingly the Government accept the Committee's
conclusion (paragraph 32(i)) that the CSD policy functions at present brigaded together
geographically should remain so; and that co-location should only proceed on condition that all
the CSD's posts at present in Old Admiralty Building can be moved to join those of the Treasury,
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. 20. The Report of the Study Team drew attention to the costs and disruption of co-locating
the two Departmentsin the Government Offices Great George Street. The Government believe that it
would be wrong to distract the Departments from their present tasks. To make space immediately
‘for the CSD would also result in some geographical decentralisation for the Foreign and
Commonwealth Office, whose own co-location would be correspondingly harmed.

21. TheGovernment have therefore decided not to co-locate the two Departments now .. They will

keep the matter under review. They will, in addition, examine whether any further steps, such as
an extension of cross-attendance at policy meetings (paragraph 29 of the Report of the Study
Team), can be taken toenhance day to day communication between the staff of the two Departments.

Common Services

22. The Committee recommended (paragraph 32(ii)) that the common services of the two
Departments should be brought together on the basis of the plan outlined in Annex 4.2 of the
Report of the Study Team.

23.  This plan assumed that there would be a single Department with its headquarters located in
one building. The advantages to be gained from setting up a unified common services organisation
must now be re-assessed on the basis of separate Departments separately accommodated. In
particular most of the small potential staff savings identified would result from common services
which it would be difficult to amalgamate in advance of co-location and whose successful

operation would largely depend on unifying ultimate lines of accountability .

24. The Committee concluded that the problems that might be faced by a single Establishment
Officer reporting to two Permanent Secretaries were not insuperable: they are overcome, for
instance, in those departments that already have joint common services. In those departments,
however, the present arrangements have evolved from the split of a larger department into two or
more smaller departments. In these cases, the need to minimise disruption and to avoid additional
costs has been the decisive factor. Uniting establishment matters in two departments where they
have already functioned separately for many years does not offer the same benefits, imposes the
costs arising from disruption, and may be expected to make the role of Establishment Officer

harder rather than easier.
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25. Accordingly, the Government do not propose to bring together the common services of the
two Departments. Their continued separation will not obstruct the existing arrangements for
cross-posting between the CSD and the Treasury (paragraphs 6 and 7, above) which will continue to
operates Some specialist skills, namely those of the Accountancy, Finance and Audit, and the
Operational Research, Divisions of the CSD, are drawn upon by both Departments; here common
arrangements for managing staff may be advantageous. The Government will examine this possibility

further.

The Transfer of the CSD's Accountancy, Finance and Audit Division (AFA)

26. The Government agree with the Committee in attaching importance to the improvement of
financial control systems. The Treasury should be in the lead in this field and the Government
apgree that the balance of advantage is in favour of transferring the CSD's AFA Division; they
accordingly accept this recommendation (paragraph 32(iii)). Detailed arrangements will be made to
ensure that both central Departments have the support of the skills and experience of qualit"ied
accountants in order that the efficiency of the CSD should not suffer from the move.

27. The Government intend to press forward vigorously with measures to improve financial

control and management in Departments. These measures include:

more effective planning and control of the cash cost of programmes of public

expenditure

further development of financial responsibility and accountability in line

management

better matching of the financial information needed for the Public Expenditure
Survey and Estimates with that needed for management

the strengthening of internal audit in Departments.
The Treasury is taking the lead in these exercises, but the CSD will make an important

contribution, drawing on its experience with departmental organisation and field work. The Head

of the Government Accountancy Service will also assist with professional advice. A Steering Group
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. under Treasury chairmanship has been established to co-ordinate and direct the relevant
activities. It will as appropriate draw on the experience of Sir Dereck Rayner's scrutiny
programme and other reviews, and will ensure that support is given to the implementation of the

"asting reforms". !

The Priorities and Objectives of the CSD

28. The Committee recommended (paragraphs 33-38) that more attention should be given to
several aspects of the CSD's work beyond those of resource control and efficiency in

organisational terms and that a number of measures recommended by the Fulton C!m'nmitl:ee2 and by
the Expenditure Committee of the last Parliam!snt3 should be re-examined.

29.  Since the Government took office high priority has been given to good management and to
the achievement of a smaller and more efficient Civil Service (paragraph 9, above). The i:riority
and resources accorded to the CSD's other work will be determined by reference to this objective
(paragraph 15, above). In pursuit of these aims the CSD, in collaboration with the Treasury and
departments, will tackle specific problems inlcuding:-

a. promoting a knowledge and consciousness of costs, and the incentive to be

economical, at all levels of management;
improving systems for controlling manpower and administrative overheads;

C ensuring that the staff responsible for controlling and managing resources have

the necessary training and experience for the job; and,

1 Paragraph 13 of a Memorandum submitted by Sir Derek Rayner to the Select Committee on the
Treasury and Civil Servios [Appendix 10, the Fourth Report from the Committee, Session 1979-80:
"Civil Service Manpower Reductions" Vol II; HC 712]

2 Fulton Report; The Civil Service; Cmnd 3638; 1968
3 Eleventh Report from the Expenditure Committee; Session 1976-77; HC 535
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pruning and simplifying administrative functions and procedures.

The first emphasis in personnel policies as elsewhere must be on improving the ability of the
"Civil Service to solve these problems. The Government will approach the matters referred to by

the Committee in this light.
Training

30. As to formal training, the resources devoted by the CSD to this part of its overall effort
are being reduced, and there is a shift of emphasis towards training for efficient management,
including training in accountancy, financial management and audit. The main priority in the CSD's

advice and guidance to departments on training is to help them get better value for money by

focussing attention on the relative costs and benefits of particular methods of training.

Professionalism and Movement from Job to Job

31.  The value of good arrangements for control and management is greatly increased if they are
operated by officials with the right aptitude and training. Further thought has been given to the
way in which the Service has hitherto identified and prepared, by formal training and otherwise,
those who were to hold senior positions a decade or so later. Proposals are being developed for
building on the present systems for defining the requirements of key posts, for identifying in
advance suitably qualified successors to the existing holders, and for ensuring that key staff
acquire the experience that fits them to fill such posts. Attention is being particularly
focussed on posts with major responsibilities for management and control of resources. These
proposals will make it possible to put on a more formal footing existing practices of
specialisation in administrative work, and to ensure that those likely to occupy the highest
ranks in the Service have direct experience of the management of both people and money. This
approach will be adopted in other appropriate areas of the Service. The Government regard it as
important that the staffing of Finance Branches, for example, should have full regard to

experience, in-service training and external qualification.

32,  These improved methods of succession planning and career development are relevant to the
Committee's comments (paragraph 36) on the need for a greater degree of professionalism
throughout the Civil Service, which includes specialisation by administrators, and the

desirability of members of the Administration Group spending rather longer in each job. The extra
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effort put into succession planning should help in the long run to reduce the frequency of moves
of administrative staff and to confirm the present tendency of such officers to spend much of
their career in a particular work area. It will make it possible to choose more positively
between importing outsiders with relevant experience for specific senior posts and ensuring a
supply within the Service of people with suitable backgrounds for most, if not all, such posts,

33.  These considerations do not all point one way, but the Government are sympathetic to the
aim of increasing experience within one job and reducing the turbulence arising from too frequent

moves,
Unified Grading

34.  The present system of grades in the Civil Service! is a mixture of an older system (based
on classes) and a newer system (based on occupational groups and categories). It is recognised as
a hybrid. While it has proved itself adequate for most management purposes, it is not entirely
satisfactory and it has been criticised by the Expenditure Committee and by the Treasury and
Civil Service Committee for failing to meet the objectives sought by the Fulton Committee
(paragraphs 230-240 of the Fulton Report), whose recommendations led to the move towards
occupational groups and categories. In paragraphs 35 and 38 of its Report, the Select Committee

urged the Government to give fresh consideration to these proposals.

35.  The Government will look again at the present structure of Civil Service grades. They will
seek to establish the objectives that the management structure should meet, and see what changes
may be needed. They will need to watch available resources, and the CSD will keep the Committee
abreast of their thinking as it develops. Other studies are being pursued by the CSD related to
the structure of grades within the Civil Service. In particular there is the Chain of Command
Review, which is examining the number and use of grades hierarchically in the management
structure, and which may provide a broader framework within which the principle of unified

grading can be further examined.

| see paragraphs 2.4-2.7 of the Introductory Factual Memorandum submitted by the CSD to the
Committee on 10 January 1980 [published by CSD; April 1980; HMSOJ; and paragraphs 98-112 of
the memorandum entitled "The Response to the Fulton Report" submitted by CSD to the sub-
Committee of the Expenditure Committee in November 1975 [Eleventh Report from the
Expenditure Committee, Session 1976-77; HC 535; pages 18-21]
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. Conclusion

36.  The Government have taken the opportunity provided by these observations on the Report of
‘the Select Committee to indicate their priorities for the management of the Civil Service and for
the control of resources devoted to departmental administration. The top priority is the‘pursuit
of efficiency, particularly in the direct control of resources. As these observations show, the
Government are keen to reshape the operations and policies of the central Departments so as to
contribute to that priority. The Government have welcomed the recommendations of the Select
Committee which are consistent with this aim. They intend to publish a White Paper describing the
past and future work of the CSD and departments generally in the pursuit of the Government's
high-priority policies with the accent on efficiency in the control of resources. '
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10 DOWNING STREET

From the Private Secretary

MR. COLMAN
CIVIL SERVICE DEPARTMENT

Organisation of the Central Departments

As I told you on the telephone this morning, the Prime
Minister was grateful for the revisions to paragraphs 14,
29 and 31 of the draft White Paper submitted by Sir Ian
Bancroft on Friday, and similarly for Sir Douglas Wass's
redraft of paragraph 27,

Subject to the deletion of the word '"areas" seven lines
from the end of paragraph 31, she is content with these revisions.

You will now be arranging for a final revised text of the
White Paper to be submitted, incorporating other minor textual
amendments.

I am sending copies of this minute to Mr. Buckley, Mr. Wiggins
and Mr. Taylor (H.M. Treasury), Mr. Priestley in Sir Derek Rayner's
Office and Mr. Wright (Cabinet Office).

M. A. PATTISON

2 February 1981




1. MR. WHITMORE Wer warl pocqepss sev ov tottodi
‘(A.n”. y
2. PRIME MINISTER *t" A 3y |

Treasury/CSD White Paper

Here are new versions of:
Paragraph 27 - from the Treasury;

e e

Paragraphs 14, 29 and 31 - from the CSD.

— mmm— ——————

Sir Ian Bancroft is collating some other

textual improvements, and will submit a final

revision of the whole paper if you are content

with these revisions.

They do explain what is in hand in much
clearer language than the earlier text.
e —

Content with the revisions?

M‘J
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MR C A WHITMORE

ORGANTSATION OF THE CENTRAL DEPARTMENTS: WHITE PAPER

Following the Prime Minister's meeting this morning with the
Lord President, Sir Douglas Wass, Sir Robert Armstrong,

Sir Derek Rayner and me, I attach revised texts of paragraphs 14,
29 and 31 of the draft White Paper. They have been seen by

9ir Douglas Wass and take account of comments received from

Sir Derek Raymer's office. Sir Douglas Wass will be submitting
separately a redraft of paragraph 27.

When the Prime Minister has had an opportunity to comment on

the attached drafts I will submit a final version of the White
Paper which will in addition include some further minor textual
amendments designed to improve the presentation of the Government's
case.

If the Prime Minister agrees, that version could then be
circulated to Cabinet colleagues for information, and we here
would at the same time set in hand arrangements for printing by
HMSO and early publication.

I am sending copies of this minute and attachments to the Chancellor
of the Exchequer, the Lord President, Sir Douglas Wass, Sir Derek
Rayner and Sir Robert Armstrong.

M

IAN BANCROFT
30 January 1981
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14. Since May 1979, the Government have given high priority to
these objectives. Thus, in addition to their continuing tasks in
the fields of manpower control, management services and organisation,

the CSD Divisions concerned have:

8. taken the lead in an intensive programme of work to
reduce the size of the Civil Service; results have been
reported to Parliament and manpower targets have now been

settled for all departments for 1 April 1984;

be provided close support for Sir Derek Rayner's programme
of scrutinies and taken the lead in his Service-wide review

of statistics;

Coe devised and promulgated improvements to the system of

staff inspectiong

de embarked on a programme of Service-wide cost=cutting

exercises in supporting services.




29. Since the Government took office high priority has been given
to good menagement and to the achievement of a smaller and more
efficient Civil Service (paragraph 9, above). The priority and
resources accorded to CSD's other work will be determined by
reference to this objective (paragraph 15, above). In pursuit

of these aims the CSD, in collaboration with the Treasury and

departments, will tackle specific problems including:=

2. promoting a knowledge and consciousness of costs, and

the incentive to be economical, at all levels of menagement;

b. improving systems for controlling manpower and

administrative overheads;

Ce ensuring that the staff responsible for controlling and
managing resources have the necessary training and experience

for the jobs; and,

de pruning and simplifying administrative functions and

procedures.

The first emphasis in personnel policies as elsewhere must be on
improving the ability of the Civil Service to solve these problems.
The Government will approach the matters referred to by the Committee

in this light.




. 31« The value of good arrangements for control and management is

greatly increased if they are operated by officials with the right
aptitude and training. Further thought has been given to the way

in which the Service has hitherto identified and prepared, by formal
training and otherwise, those who were to hold senior positions a decade
or so later. Proposals are being developed for building on the present
systems for defining the requirements of key posts, for identifying in
advance suitably qualified successors to the existing holders, and

for ensuring that key staff acquire the experience that fits them

to fill such posts. Attention is being particularly focussed on

posts with major responsibilities for management and control of
resources. These proposals will make it possible to put on a more
formal footing existing practices of specialisation in administrative
worké%reaél and to ensure that those likely to occupy the highest

renks in the Service have direct experience of the management of

both people and money. This approach will be adopted in other
appropriate areas of the Service. The Government regard it as
important that the staffing of Finance Branches, for example, should
have full regard to experience, in-service training and external

gualification.
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H M Treasury

Parliament Street London SWIP 3AG

Switchboard 01-233 3000
Direct Dialling 01-233 3620
Sir Douglas Wass &CB

Permanent Secretary

M Pattison Esq

10 Downing Street

LONDON

SW1 30 January 1981

4

ORGANISATION OF THE CENTRAL DEPARTMENTS

At the meeting which the Prime Minister held
this morning, Sir Douglas Wass undertook to
prepare and submit a re-draft of paragraph 27.
I enclose such a re-draft, which has been
cleared with the other interested parties.

Copies to Clive Priestley, Jeremy Colman
and Jim Buckley.
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27. The Government intend to press forward vigorously with measures
to improve financial control and management in Departments.

These measures include

more effective planning and control of the cash
cost of programmes of public expenditure

further development of financial responsibility and

accountability in line management

better matching of the financial information needed
for the Public Expenditure Survey and Estimates
with that needed for management

the strengthening of internal audit in Departments.

The Treasury is taking the lead in these exercises, but the CSD
will make an important contribution, drawing on its experience

with departmental organisation and field work. The Head of the
Government Accountancy Service will also assist with professional
advice. A Steering Group under Treasury chairmanship has been
established to co-ordinate and direct the relevant activities.

It will as appropriate draw on the experience of Sir Derek Rayner's
scrutiny programme and other reviews and will ensure that support

is given to the implementation of the "lasting FEFDPmS"ElJ

(1]Footnute as in present draft.

e
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10 DOWNING STREET

From the Private Secretary

MR. COLMAN
CIVIL SERVICE DEPARTMENT

The Prime Minister held a further meeting this morning to
discuss the draft White Paper on the Treasury and the Civil
Service Department. The Lord President, Sir Ian Bancroft,
Sir Robert Armstrong, Sir Derek Rayner, Sir Douglas Wass,

Mr. Whitmore and Mr. Wolfson were present.

The Prime Minister said that the draft was much improved.
There were nevertheless still passages which could be tightened.
The problems of public expenditure control, and efficient use of
resources within the totals, were likely to come under increasing
public scrutiny. She wished to ensure that this White Paper set
out clearly the newly defined objectives of Government central
management. The paper needed to convey a sense of immediacy.

In the course of discussion, amendments were suggested in
paragraph 14, paragraph 27, paragraph 29(b) and paragraph 31. The
Prime Minister invited Sir Ian Bancroft, Sir Derek Rayner and

Sir Douglas Wass to reconsider these paragraphs in the light of

the discussion, and to suggest revised texts to her by close of
play tonight. If there are any other suggested improvements to
the text, it would be most helpful to have them by this evening.

Following the discussion of the draft paper, Sir Derek Rayner
raised the question of the location of the Head of the Government
Accountancy Service. He felt strongly that this function should
be exercised from one of the central Departments, particularly in
the light of the Government's new emphasis on financial management.

/ The Prime




The Prime Minister said that this question had not come to her
attention before, but that she was attracted by Sir Derek's
argument. Sir Douglas Wass explained that there were powerful
counter arguments, given that the present location, in the
Department of Industry, allowed the Head of the Service full
access to the area where there was greatest need for effective
use of the profession. The Prime Minister invited Sir Derek
Rayner and Sir Douglas Wass to arrange for submissions to be
made to her on the issue.

I am sending copies of this minute to Mr. Buckley (Lord
President's Office), Mr. Wright (Cabinet Office), Mr. Priestley
(Sir Derek Rayner's-Office) and Mr. Taylor (Sir Douglas Wass's
Office).

/1

30 January 1981
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PRIME MINISTER

Mr Ray Whitney and .a_ Prime Minister's
Department

I have had a word with both Sir Robert Armstrong and
David Wolfson about Ian Gow's minute below commenting on the
attached letter from Mr Ray Whitney in which he lists the people
he would like to talk to about his ideas for strengthening the
Cabinet Office.

Using the categories in the list attached to Mr Whitney's

letter: -

(a) I doubt whether he should be encouraged to trouble
the Chancellor of the Exchequer in the run up to the Budget. On
the other hand, I see no objection to his trying to see Mr Howell

and Mr Channon. I do not know how interested Lord Soames would be
—— e
in discussing this subject with him, but I see no harm in his seeking

an interview.

(b) I agree with your view that it would not be
appropriate for Mr Whitney to see the serving civil servants listed
in Category 3. But if we take that view, it should, strictly
speaking, apply also to the Political Advisers in Mr Whitney's second
category, for they too are technically civil servants. If you agree
that this is the line,we should take with Mr Whitney, plainly he
is going to be a little peeved, and David Wolfson has suggested that
one way of giving him something would be for him, David, to host
a lunch with Mr Whitney, Sir Robert Armstrong and 5;—;; which we
could have a private, off the record discussion.

—w—-—-

(e) There can, of course, be no objection to Mr Whitney

su
seeing recently retired civil servants/as Lord Croham and Lord Hunt

whom he mentions in his Category 4.




Are you content that we should respond to Mr Whitney
in the way I have suggested above and in particular that we should
offer him the proposed lunch instead of the interviews with
political advisers and permanent civil servants which he is

Ry

seeking? U::’u }
WE oy o S
> Bty

’:&

29 January, 1981
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~ OFFICE NOTICE
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EO 27/206/01 29 January 1981

THE ORGANISATION OF THE CENTRAL DEPARTMENTS

The office will wish to know that the Prime
Minister has announced in reply to a question by
Mr Jock Bruce-Gardyne, MP, today that she has
decided not to merge the Treasury and the Civil
Service Department.

A White Paper containing the Government's
observations on other matters covered by the
recent report of the Treasury and Civil Service
Select Committee is at an advanced stage of
preparation and will be published shortly.




PRIME MINISTER

Draft White Paper on CSD

This meeting will now begin at gggg, tomorrow Friday.
We have put it back 15 minutes so that Sir Ian Bancroft and Sir
Derek Rayner can come at 0930 and have a quarter of an hour with
you on the question of the new Principal Finance Officer for the
DHSS. I have shown Sir Derek Rayner the two minutes from Sir Ian
Bancroft, and the two of them will have had a word together before

they come to see you.

The papers on the PFO appointment are in the hot box.

KM .

29 January,1981
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PRIME MINISTER

ORGANTISATION OF THE CENTRAL DEPARTMENTS: WHITE PAPER

I attach a redraft of the White Paper replying to the Treasury
and Civil Service Select Committee's Report on the Future of

the Civil Serwvice Department. Sir Tan Bancroft and I have taken
account of your comments on the earlier version (outlined in

Mr Whitmore's minute of 20 January). The redraft also reflects
views expressed by Sir Derek Rayner, Sir Douglas Wass and

3ir Robert Armstrong, as well as a general tightening up of the
text. Paragraph 20 in the original draft, on which you commented,
was provided by the Treasury: they have revised it. It now stands
as paragraph 16.

In general, the redraft is a clearer statement of our priorities
and goes asgs far as I thi 1t can why '

es T elec ommittee's specific
recommendations. he concluding section of the draft foreshadows
the proposed White Paper on Efficiency and the Elimination of
Waste, in which we shall take the opportunity in more detail to
point to what has been done so far and our priorities and plans
for the future. This is but a reply to the Select Committee and
is drafted as such. But it also, I hope, provides a springboard
for the later, more expansive and vigorous, account of our policies
on Civil Service efficiency.

I think the draft should be firmer in rejecting the Committee's
implicit criticism of officials. We state now, quite clearly, that
the attack on inefficiency and waste depends primarily on the
commitment of the Government of the day to the promotion and
pursuit of efficiency and economy. The Civil Service has responded
well since we came to office in seeking and implementing new ways
of improving efficiency under our direction, and I think we should
teke this opportunity to say so publicly. I therefore propose that
we should add to paragraph 12:

"Within this framework, and under the direction of Ministers,
the Civil Service as_a whole has responded quickly and well
to the present Government's drive for increased efficiency."

Subject to your seviews, and to those of copy recipients, the next
step might well be to circulate an agreed draft to Cabinet

colleagues for informaf?5ﬁT'—WEETEE?EéFﬁﬁﬁT?EﬁEF?%ETiiﬁﬁts of this
minute need meet before that stage is a matter for consideration.

But we should, I think, press on with publication as soon as possible:

the longer we leave it before publishing a reply to the Report the
greater the expectation that we shall be publishing a major Paper.

1
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The earliest we can publish the White Paper is a week after
circulation to the Cabinet, and we should avoid, if possible,
slipping too far into February.

Copies of this minute go to the Chancellor of the Exchequer,

the Minister of State, CSD, Sir Tan Bancroft, Sir Douglas Wass,
Sir Robert Armstrong and Sir Derek Rayner.

SOANMES
27 January 1981
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THE FUTURE OF THE CIVIL SERVICE DEPARTMENT

Government Observations on the First Report from the Treasury and Civil Service Committee,
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. QOVERNMENT OBSERVATIONS ON THE FIRST REPORT FROM THE TREASURY
AND CIVIL SERVICE COMMITTEE, SESSION 1980-81: THE FUTURE OF THE CIVIL
SERVICE DEPARTMENT

INTRODUCTION

1. In its First Report for the Session 1980-81 (The Future of the Civil Service Department,
HC 54), the Treasury and Civil Service Committee examined the role and effectiveness of the
central departments of government, and particularly of the Civil Service Department (CSD), in
promoting and securing efficiency in departments generally.

THE ALLOCATION OF FUNCTIONS AT THE CENTRE

2. On the key machinery of government issue, the Prime Minister notes the Committes's
conclusion (paragraph 23) that the Treasury and the CSD should not be merged. This accords with
the views she has formed as a result of her own review of the organisation of the Departments.
The Prime Minister agrees with the Committee, therefore, that the right course at the present
time is to strengthen and improve the existing organisation rather than to change the machinery
of government. The rest of this White Paper - setting out the Government's observations on the
Select Committee's Report and their plans for the future work of the two Departments - proceeds
from this decision.

THE SELECT COMMITTEE'S RECOMMENDATIONS
3. In paragraph 4 of its Report the Select Committee identified three topics of interest:.

the effectiveness of the CSD;

the relationship between the CSD and the Treasury; and

the policy objectives of the CSD.
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The Government's observations follow this structure. In those matters on which it is not yet
possible to reach a conclusion, the Government hope that their observations will contribute to a

continuing and fruitful dialogue between the Committee and the Departments concerned.

THE GOVERNMENT'S OBSERVATIONS

Background

4, The CSD must make its share of the savings planned for the Civil Service. By 1 April 1984
the staff numbers of the CSD (including the Civil Service Catering Organisation) will have been
reduced by nearly 1000 (or almost one fifth) as against the number of staff in post when the
Government took office. Where the availability of resources is the limiting constraint upon the
implementation of the Committee's recommendations, this is made clear in the observations that

follow.

The Effectiveness of the CSD

The Staffing of the CSD

S, The Committee considered that the staffing of the CSD could be strengthened by importing
a wider rangs of talent, qualification and experience (paragraph 30). As to the desirability of
introducing outside experience there is nothing between the Government and the Committee, and the
Government agree that the CSD should get at least its share - possibly a disproportionately large
share - of the best talents, drawn from inside and outside the Civil Service.

6. The Government will take into account all the effects of this policy. It should not be
carried to the point where it compromises the ability to develop professionalism, where people
move in and out of jobs too rapidly, or where the potential of existing domestic talent cannot be
fully developed. The best balance is a matter of judgement on which the Committee's views will
be welcome; in the meantime it may be helpful to set out briefly where the Department stands
today on the Committee's specific recommendations:- :

a. The recruitment of fairly senior people with relevant experience from outside the
Civil Service.
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Of the 147 staff at Principal level and above in the policy areas of the CSD (defined in
paragraph 11 of the Report by the Study Team on the Integration of the Treasury and the
Civil Service Department l), some 40 have had experience of employment outside the Civil
Service. The relevance of that experience was taken into consideration at the time of
recruitment, or in arranging secondments and exchanges.

b. Greater interchange between departmental Establishment Divisions and the CSD.

Of the same group of 147, some 90 have worked in one or more government departments
other than the CSD; of these, 25 are at present on loan to CSD from other departments. In
nearly all cases this experience has been acquired or refreshed within the last 10 years;
it has included work in Establishment Divisions but has extended beyond, so that CSD gains
the benefit of experience in a wide range of operational tasks. Eight Principals are on
secondment from CSD to other departments, and two are seconded to Civil Services overseas.

c: Greater interchange between the Treasury's Public Expenditure Divisions and the
CSD's Manpower Divisions.

Of the 90 or so staff with departmental experience outside the CSD, 40 have served in the
Treasury. Numerical constraints limit interposting between the Divisions cited: the
Manpower Divisions contain eight Principal and three Assistant Secretary posts. Of the
three Assistant Secretary posts, two are held by CSD staff, of whom one has previously
served as a professional economist in MAFF, and the other has had five years experience as
a senior manager in a public corporation; the third is on a period of secondment into CSD
from the Ministry of Defence.

Ti In this situation and given that the numbers of senior policy posts are small in relation
to the numbers in the grades beneath, management must carefully judge the effect that increasing
the proportion of staff drawn from outside the Department will have on its policy of developing
domestic talent. The Government hope that the facts on current practice will reassure the
Commiﬁee that the value of a broad range of outside experience is fully appreciated.

! The Integration of HM Treasury and the Civil Service Department: Report of the Study Team;
Treasury /Civil Service Department; October 1980.

COMTINENTIA
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The Role of the CSD

8. The Government welcome the Committee's support for their continuing commitment to the

proper and economical management of the Civil Service. The Government note that the Committee

considered that widespread disquiet had been aroused by what has been seen as the CSD's failure
to pursue a more active role (paragraph 9).

9. The Government agree with the Committee in attaching considerable importance to
Ministerial interest and direction (paragraphs 9 and 29). The level and character of any
department's activities are, and in our system of government must be, determined by the decisions
and wishes of Ministers. How far the CSD has or has not in the past pursued or achieved the
objectives described in the Committee's report has depended crucially on the priority which
Ministers have assigned them. The activities of the central Departments affect all other
departments, and are necessarily influenced by the collective priorities of the Government as a
whole. This Government regards the good mariagement of central administration and the achievement
of a much smaller and more efficient Civil Service as one of its top priorities. The CSD is an
essential instrument for this purpose. Considerable progress has been made since May 1979. The
Government are at one with the Committee in continuing to give weight to this work.

10. The Committee drew attention (paragraph 31) to the comment by a witness that the CSD
left too much independence to individual departments in matters of internal management,
partlc—uanly in the context of the direct control of resources. It is important to gaTtha
responsibilities clear.

11. The Government consider that although there are areas of management in which a high degree
of central authority is appropriate, the primary responsibility for achieving good management in
a government department rests with the Minister and his senior staff; it is to departmental
Ministers that Parliament entrusts resources. The task of the central Departments in this area is
to advise Ministers upon the allocation of resources (both money and manpower); to design and
maintain the overall system of resource control; to ensure that it is operated effectively by

~ departments; to satisfy themselves that departments have adequate systems for conducting their

' operations efficiently, and that they apply these systems properly; and to p;uvide expert help
and advice where it is needed.
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. .2. This distinction is required in order to preserve the clear lines of accountability which
should support both the internal efficiency of government and its relationships with Parliament

and the public. The Government intend that the CSD's pursuit of efficiency in the field of

resource control will be conducted accordingly .

The Pursuit of Efficiency

13. The Committee's Report criticises the CSD's effectiveness in controlling Civil Service
manpower numbers and in promoting what has been termed manpower efficiency (paragraph 28).

14. The priority now being given to these objectives is indicated by the shift of CSD

staff to this work. Over the last 1} years the Divisions concerned have grown by 8%, instead of

reducing in line with other CSD divisions; staff have been found from elsewhere in the

Department. Since May 1979 the Divisions concerned have, in addition to their continuing tasks in
‘ the fields of manpower contl;ol, management services and organisation: .

a, takonﬂnleﬁhmintmduprommmofworktoreduutmsizeoftheCiﬁl
Service; results have been reported to Parliament and manpower targets have now been
settled for all departments for | April 1984;

b. provided close support for Sir Derek Rayner's programme of scrutinies and taken
the lead in his Service-wide review of statistics;

devised and promulgated improvements to the system of staff inspection;

d. embarked on a programme of Service-wide cost-cutting exercises in "supporting
services.

15.  Other CSD activities, however, are also important for the efficient despatch of government
business. They include constructing a management framework that prevents wasteful deployment,
promoting good industrial relations, and adopting personnel policies that maintain due standards
of performance, In setting its priorities the Government will ensure that due weight is given to
all aspects of the Department's work and will allocate resources accordingly .
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. .Programme Evaluation

16.  TheCommittee commented (paragraphs 31and 37)on theneed toevaluate programmesin terms
of their "final effectiveness”. The Government agree. In addition to the review of all programmes
each year in the public expenditure survey, much work, using a variety of techniques, goes into
reviewing the effectiveness of particular programmes. The central Departments take part in a
number of these reviews. One current objective is to develop and improve the measurement of
"output” where this can usefully be done in the public Services. The scrutinies carried out in
consultation with Sir Derek Rayner are intended as a major stimulus to departmental efficiency .

The Relationship Between the CSD and the Treasury

17.  The Committee recommended three operational changes with a view to encouraging closer
working relationships between the CSD and the Treasury (paragraph 32), namely, the co-location
of the two Departments in a single building, the sharing of common services between the two
Departments, and the transfer of the CSD's Accountancy, Finance and Audit (AFA) Division to the
Treasury . These proposals drew on the Report of the Study Team on the Integration of H M Treasury
and the Civil Service Department.

18.  The Government agree with the Committee that a close working relationship between the
Treasury and the CSD is needed to give drive and impetus to central management policies, The
Report of the Study Team, (paragraphs 7-12) showed that the area of direct policy contiguity
between the two Departments is small relative to the total size of the Departments. Accordingly,
oparational measures designed to improve communication within the centre should concentrate
primarily on this restricted number of posts.

Co-location

19. - The Government agree with the Committee that the functions of the CSD have a logical
cohesion which it would be harmful to split. Accordingly the Government accept the Committee's
conclusion (paragraph 32(i)) that the CSD policy functions at present brigaded together
geographically should remain so; and that co-location should only proceed on condition that all
the CSD's posts at present in Old Admiralty Building can be moved to join those of the Treasury.
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.20. The Report of the Study Team drew attention to the costs and disruption of co-locating
the two Departments in the Government Offices Great George Street. The Government believe that it
would be wrong to distract the Departments from their present tasks. To make space immediately
for the CSD would also result in some geographical decentralisation for the Foreign and

Commonwealth Office, whose own co-location would be correspondingly harmed.

21. The Government have therefore decided not to co-locate the two Departments now, They will
keep the matter under review. They will, in addition, examine whether any further steps, such as

an extension of cross-attendance at policy meetings (paragraph 29 of the Report of the Study
Team), can be taken to enhance day to day communication between the staff of the two Departments.

Common Services

22, The Committee recommended (paragraph 32(ii)) that the common services of the two
Departments should be brought together on the basis of the plan outlined in Annex 4.2 of the
Report of the Study Team.

23.  This plan assumed that there would be a single Department with its headquarters located in
one building. The advantages to be gained from setting up a unified common services organisation
must now be re-assessed on the basis of separate Departments separately accommodated. In
particular most of the small potential staff savings identified would result from common services
which it would be difficult to amalgamate in advance of co-location and whose successful
operation would largely depend on unifying ultimate lines of accountability.

24, The Committee concluded that the problems that might be faced by a single Establishment

. Officer reporting to two Permanent Secretaries were not insuperable: they are overcome, for
instance, in those departments that already have joint common services. In those departments,
however, the present arrangements have evolved from the split of a larger department into two or
more smaller departments. In these cases, the need to miuim_iu disruption and to avoid additional
costs has been the decisive factor. Uniting establishment matters in two departments where they
have already functioned separately for many years does not offer the same benefits, imposes the
costs arising from disruption, and may be expected to mike the role of Establishment Officer
harder than easier. Accordingly, the Government do not propose to bring together the common
services of the two Departments.

CO2 LuEnTIAL
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. . 25. Some specialist skills, namely those of the Accountancy, Finance and Audit, and the
Operational Research, Divisions of the CSD, are drawn upon by both Departments; here common
arrangements for managing staff may be advantageous. The Government will examine this possibility
further. Such a step will not obstruct the existing arrangsments for cross-posting more generally
between the CSD and the Treasury (paragraphs 8 and 9, above) which will continue to operate.

The Transfer of the CSD's Accountancy, Finance and Audit Division (AFA)

26. The Government agree with the Committee in attaching importance to the improvement of
financial control systems. The Treasury should be in the lead in this field and the Government
agrec that the balance of advantage i in favour of transferring line responsibility for the
CSD's AFA Division; they accordingly accept this recommendation (paragraph 32(iii)). Detailed
arrangements will be made to ensure that both central Departments have the support of the skills
and experience of qualified accountants in order that the efficiency of the CSD should not suffor

from the move,

27. The Government will press ahead quickly with planned steps to improve financial control
and management, The Treasury will continue to take responsibility for this policy. It will be
assisted by the CSD, whose general concern with departmental organisation and whose field work
inevitably touch on financial management, which is the keystone of good management. Accordingly,
arrangements have besn make to co-ordinate the work of the two central Departments, in
consultation with Sir Derek Rayner and the Head of the Government Accountancy Service. The main
objectives of this work over the next two years will include support for Sir Derek Rayner in
relevant parts of his "lasting reforms” programme l; the mothodofog of financial control; the
further development of accountable units of management; the closer reconciliation of the
financial information needed for management with that needed for the Public Expenditure Survey
and Estimates; improved analysis and control of the administrative costs of departments; and the
strengthening of internal audit in departments.

1 Paragraph 13 of a Memorandum submitted by Sir Derek Rayner to the Select Committee on the -
Treasury and Civil Service, [Appendix 10, the Fourth Report from the Committee, Session 1979-80:
"Civil Service Manpower Reductions" Vol II;HC 712 Pt 1]
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The Priorities and Objectives of the CSD

28. The Committee recommended (paragraphs 33-38) that more attention should be given to
several aspects of the CSD's work beyond those of resource control and efficiency in
organisational terms and that a number of measures recommended by the Fulton Committee! and by
the Expenditure Committee of the last Parliament2 should be re-examined,

29.  The Government gives high priority to good management and to the achievement of a smaller
and more efficient Civil Service (paragraph 9, above). The priority and resources accorded to
CSD's other activities will be determined by reference to this objective (paragraph 15, above).
In pursuit of these aims the CSD, in collaboration with the Treasury and departments, will tackle

specific problems including:-
a, promoting a knowledge and consciousness of costs, and the incentive to: be
economical, at all levels of management;

b. improving the arrangements for the control of resources in both money and

manpower;

c. ensuring that the staff responsible for controlling and managing resources have
the necessary training and experience for the job; and,

d. pruning and simplifying administrative functions and procedures,
The first emphasis in personnel policies as elsewhere must be on equipping the Civil Service to

solve these problems. The Government will approach the matters referred to by the Committee in
this light.

! Fulton Report; The Civil Service; Cmnd 3638; 1968

2 Eleventh Report from the Expenditure Committee; Session 1976-77; HC 535
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Training

30. As to formal training, the resources devoted by the CSD to this part of its overall effort
are being reduced, and there i a shift of emphasis towards training for efficient management,
including training in accountancy, financial management and audit. The main priority in the CSD's
advice and guidancs to departments on training is to help them get better value for money by
focussing attention on the relative costs and benefits of particular methods of training.

Professionalism and Movement from Job to Job

31.  Similarly, further thought has been given to the way in which the Service has hitherto
identified and prepared, by formal training and otherwise, those who were to hold senior
positions a decade or so later, Attention has been focussed on key posts and succession to them,
notably thoss with major responsibilities for the planning and control of resources (such .as
Principal Establishment Officer and Principal Finance Officer). Proposals are being developed for
building on the present systems of succession planning and career planning. These will make it
possible to put on a more formal footing existing practices of specialisation in administrative

workuw.mdtomunthuthoulﬂulftoompy the highest ranks in the Service have
direct experience of the management of both people and money .

32.  These improved methods of succession planning and career development are relevant to the
Committee's comments (paragraph 36) on the nesd for a greater degres of professionalism
throughout the Civil Service, which includes specialisation by administrators, and the
desirability of members of the Administration Group spending rather longer in each job. The extra
effort put into succession planning should help in the long run to reduce the frequency of moves
of administrative staff and to confirm the present tendency of such officers to spend much og'
their career in a particular work area. It will make it possible to choose more positively
between importing outsiders with relevant experience for specific senior posts and ensuring a
supply within the Service of people with suitable backgrounds for most, if not all, such posts.

33.  These considerations do not all point one way, but the Government are sympathetic to the
aim of increasing experiénce within one job and reducing the turbulence arising from too frequent
moves., E




. .Inifbd Grading
34. The present system of grades in the Civil Service! is a mixture of an older system (based
on classes) and a newer system (based on occupational groups and categories). It is recognised as

oy
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a hybrid. While it has proved itself adequate for most management purposes, it is not entirely
satisfactory and it has been criticised by the Expenditure Committee and by the Treasury and
Civil Service Committee for failing to meet the objectives sought by the Fulton Committee
(paragraphs 230-240 of the Fulton Report), whose recommendations led to the move towards
occupational groups and categories. In paragraphs 35 and 38 of its Report, the Select Committee
urged the Government to give fresh consideration to thess proposals.

35. The Government will look again at the present structure of Civil Service grades, They will
seek to establish the objectives that the management structure should meet, and see what changes
may be needed. They will need to watch available resources, and the CSD will keep the Committee
abreast of their thinking as it develops. Other studies are being pursued by the CSD related to
the structure of grades within the Civil Service. In particular there is the Chain of Command
Review, which is examining the use of grades hierarchically in the management structure, and
which may provide a broader framework within which the principle of unified grading can be
further examined.

Conclusion

36. The Government have taken the opportunity provided by these observations on the Report of
tlaSeluctCommimotnindiuuﬂuirpﬁoriﬁuforﬂwmmmentofthucmkﬂamdfor
the control of resources devoted to departmental administration. The top priority is the pursuit

! gee paragraphs 2.4-2.7 of the Introductory Factual Memorandum submitted by the CSD to the
Committee on 10 January 1980 [published by CSD; April 1980; HMSOJ; and paragraphs 98-112 of
the memorandum entitled "The Response to the Fulton Report" submitted by CSD to the sub-
Committee of the Expenditure Committee in November 1975 [Eleventh Report from the
Expenditure Committee, Session 1976-77; HC 535; pages 18-21]
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.of efficiency, particularly in the direct control of resources. As these observations show, the
. Government are keen to reshape the operations and policies of the central Departments so as to

contribute to that priority. The Government have welcomed the recommendations of the Select
Committee which are consistent with this aim. They intend to publish a White Paper describing the
past and future work of the CSD in the pursuit of the Government's high-priority policies with
the accent on efficiency in the control of resources.
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Treasury Chambers, Parliament Street, SWIP 3AG
0Ol-233 3000

PRIME MINISTER

ORGANISATION OF THE CENTRAL DEPARTMENTS

I have seen your Private Secretary's minute oFbZHXJanuary
inviting comments on the draﬁ;\yhits Paper attached to Sir

lan Bancroft's minute of @BVJénuary. I have alsé seen
Sir Derek Rayner's comments in his minute of January.

2 No doubt the Civil Service Department will be looking
again at the draft in the light of your comments and those
of Derek Rayner. As regards the parts of the draft which
most directly concern the Treasury, principally the section
on the relationship between the CSD and the Treasury (paras.

21-31), I am generally content ;Eth what the draft says.

I take Derek Rayner's point about para. 31 and like the more
positive tone of his version - which exactly describes my
present anxieties, as I described them to you the other day.
Even so, we may possibly need some drafting changes to avoid

two implications which might be read into his draft. One

is that efforts by the Treasury and CSD to improve financial
contral and management are an entirely new initiative: the
other is the implication that a large part of the responsibility
does not lie with the Departments themselves.

3 In the light of your comments and those of Derek Rayner,

I attach a revised version of paragraph 20 about programme

/evaluation, which
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evaluation, which was originally prepared in the Treasury.

It is not easy to encompass in a short paragraph the

diverse work which is being done in this area and since

the Committee's references to programme review consisted

of only a couple of incidental remarks, rather off the

main theme, it might be better to omit the paragraph altogether.

4. I am copying this minute to recipients of the earlier

correspondence.

(G.H.)
i? January 1981
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REVISED DRAFT OF PARAGRAPH 20

The Committee commented (paragraphs 31 and 37) on the need to
evaluate programmes in terms of their "final effectiveness".

The Government agree. In addition to the review of all
programmes each year in the public expenditure survey, much
work, using a variety of techniques, goes into reviewing the
effectiveness of particular programmes. The central
departments take part in a number of these reviews. One
current objective is to develop and improve the measurement of
"output" where this can usefully be done in the public services.,

The scrutinies of departmental activities directed by _
Sir Derek Rayner are intended as a major stimulus to departmental

efficiency.
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MR WHITMORE A

Organisation of the Central Departments

I have only two comments to offer on the draft White Paper attached
to Sir Ian Bancroft's minute of 16 January: - ("
(i) Paragraph 11: I suggest deleting the last two sentences, and
substituting:
'"The Government welcomes the Committee's endorsement
of the importance of her work',
I found paragraphs 26 to 28 a little confusing. They do not
actually say that the Government are not going to do what the
Committee recommended; and I think that paragraph 28 could
be made more pointed.
2. I am sending copies of this minute to those who received copies of your

minute of 20 January.

ROBERT ARMSTRONG

26 January 1981




ORGANISATION OF THE CENTRAL DEPARTMENTS it A
Owr €
ey We had a word about the draft White Paper yesterday.
This is to confirm my general comments and to offer some
detailed ones on the text.
em————

General
mér W e

Qa. en ~NAY,

.E,,(,.?G Lﬁm,
2 I share your’ reservations about {;&r S o thlt; draft
(Mr Whitmore's minute of 20 January). More generally: L

(o
a. I think that the White Paper would be inten') (Z.'

state vigorous policies which had been missed by e .
e— " the Government. o
————————

preted very widely as at best an opportunity to

.

b. In my view, the draft is flat; platitudinous;
and reminiscent of many other official documents
written to dull the senses, rather than to excite

the mind with a sense of new endeavours.
#

Cd The references to relevant CSD numbers are
misleading. Detail is in the attached (buT I
Slm‘v here that I find the reference to

"13 Under Secretaries and 29 Assistant Secretaries"
as a "small number" of poli-c-y: posts astonishing).

d. Whereas the Government has a peculiarly good
story to tell about its policies and endeavours

in the "efficiency" areaand the LSD should welcome
an opportun—if?' to demonstrate that there will be a
new drive by permanent officials to ensure that the
desiTed OIBnges Will be brought about, the draft's
eneral tone is: "Don't you see that we are already
mﬂssues? But leave it to us and we will
see whether there is anything else we can do within
our limited resources".




Detail

3. Some comments and suggestions are set out in the
attachment. I should draw the attention of Treasury
Ministers and officials to references to the Treasury.

4, Copies go to the Chancellor of the Exchequer;
Lord President of the Council and Minister of State,
CSD; Sir Ian Bancroft, Sir Douglas Wass; and Sir Robert




DRAFT GOVERNMENT OBSERVATIONS ON “THE FUTURE OF THE CIVIL
SERVICE DEPARTMENT '

Resources for change (paras. 4 - 6)

1% This section begins on a defensive note; para. 4 adds
little and might be dropped.

2 Paragraph 5 gives a misleading impression of the
relevant staff numbers in CSD. The reduction referred to
relates to a total size of some 5,100 staff (Hawtin-Moore,
para. 10), but the central policy core consists of some
530 (Hawtin-Moore, para. 11). (Much the same impression
occurs in para. 22.) :

3. A more accurate impression is given in paragraph 17,
which speaks of the Divisions concerned with controlling
Civil Service numbers and promoting efficiency as having

gone up by 8% at the expense of other divisions (but see
below). This increase of course includes a new Under
Secretary command.

4, I therefore think that para. 5 needs re-drafting to
give a more accurate picture of the way staffing is moving
in the policy core.

S. Paragraph 5 also refers to the CSD having "taken on
considerable additional tasks, particularly in the field

of resource control", but does not say what they are.

The staffing of the CSD (paras. 7 - 9)

6. Paragraph 8 reads as if to say: "The facts Speak

for themselves; no change is necessary in staffing". I

am not sure that they do speak for themselves, since (for
example) 8a does not say whether the experience was relevant
and 8b does not say whether the inter-change was with
Establishment Divisions.




s Paragraph 9 contains what I have always seen as one
of the worst heresies of Civil Service management: 13
Under Secretary and 29 Assistant Secretary posts are des-
cribed as constituting "small" numbers of "policy posts" -
although this term is not defined. I understand that
"policy posts" extend from Permanent Secretary to Principal.
If so, the CSD's line up is at least:

Grade No

Permanent Secretary 2
Deputy Secretary 4
Under Secretary 13
Assistant Secretary 29
Senior Principal 14
Principal 85

147

I regard that as a small army, not a small number.

The Role of the CSD (paras. 10 - 15)

8. I welcome paras. 10 and 11, but I would work in the
thoughts that the Government regards the good management
of the State (in this case, central government) as a top
priority and that CSD is one of the most important instru-
ments in this. - '

9. The treatment of the CSD-Department relationship in
paras. 12 - 15 is a little ponderous and negative. I myself
do not think it necessary to refer to the comments made by
the Director-General of the RIPA (para. 12) and I think it
wrong to say that a departmental "Minister and his senior
staff ........ together are answerable for the use of the
resources entrusted to them" (para. 13).




I suggest omitting paras. 12 and 15 and re-drafing
13 and 14 thus:

"The Government's aim is excellent management.
Achieving it is the responsibility of departmental
Ministers and their own staffs, since it is to
departmental Ministers that Parliament entrusts
resources, not to the central Ministers.

The task of the CSD ........ where it is needed
(para. 14"

1L I would then include a statement about what has

been done so far to fulfil the role as described and about
the initiatives which are in the pipeline to ensure that

it is better exercised in the future, now that the Department
has the necessary Ministerial interest.

The pursuit of efficiency (paras. 16 - 19)

124 The potential for reform and achievement need not be
tied to numbers (para. 17) - where there's a will, there's
usually a way.

13. It is important to acknowledge the hard work of the
relevant Divisions (para. 18) which is genuine and where
relevant to my work is much appreciated by me, but

a. relating what is said in paragraph 18 to the
"staff" gives the thing a defensive tone; and

b. this is confirmed by para. 19, which is a
string of platitudes.

Programme evaluation (para. 20)

14, I agree with your reservations about this. What
I think is needed is a policy for developing

a. formal evaluation techniques for application
where these are appropriate and

3




b. informal techniques for application to that
great multiplicity of management areas which may
not bear formal analysis.

103 On a point of detail, scrutinies are not "directed" by,
but "carried out in consultation", with me.

The relationship between the CSD and the Treasury (paras.
21 - 31)

16. The main issue here is not whether the CSD would
"benefit" froma closer working relationship with the
Treasury but what is needed to give the Government's
policies for management the necessary impetus and drive
(para. 22).

174 I agree with what is said about co-location and
common services and with the transfer of AFA to the Treasury.
I welcome what is said about the Treasury lead on financial
systems (para. 30).

18. However, I think the formla in para. 31 - that the
Treasury's responsibility is "{o concern itself with the
handling of public money" and that for the CSD "financial
management is an integral part of management as a whole" -
promises continued confusion.

ik "Financial control Systems" are about infinitely

more than the "handling" of money. It is my firm conviction
that the Treasury is or should be concerned with much more
than that. The Treasury is not an accounts branch. The
Government should, in my judgment, establish unmistakably
that the Treasury has the Job of improving financial control
and management and that the CSD's Job is to help it do so.

I would prefer para. 31 to read:

"The Govement intends as g matter of urgency to
develop and improve financial control and manage-
ment. Having the lead, the Treasury will take

4




responsiblity for this policy. It will be
assisted by the CSD, whole general concern

with deparimental organisation and whose field
work inevitably touch on financial management
which is the keystone of managment. Accordingly
arrangements have been made to co-ordinate the
work of the two central departments, in consult-
ation with Sir Derek Rayner and the Head of the
Government Accountancy service. The main object-
ives of this work over the next two years will
include support for Sir Derek Rayner in relevant
parts of his "lasting reforms" programme; the'
methodology of financial control; the further
development ......audit in departments".

The Policy Objectives of the CSD (paras. 32 - 44)

20. I very much agree with your reservations here. I
would suggest an outline something like this:

"The essential aims of policy are to retrench the
large volume of public expenditure; to manage
resources, whether large or small, so as to get

the maximum value for the taxpayer's pound from
them; 1o speed up theimprovement of the techniques
and methodology of resource control; and to reform
the institutions, attitudes and practices of the
Civil Service where necessary so as to provide
management adapted to the needs of the present

and future.

These aims are partly for departments and partly

for the centre. The central departments cannot and
should not take over the responsibilities of depart-
ments. The Government instead expects them to act
as a powerful engine for reform and to provide
leadership for the Civil Service under the policy
guidance of Ministers.




The policy objectives of Ministers in the areas
covered by CSD relate to both institutions and
people. As far as institutions are concerned,

the Government expects the CSD to contribute to
developing, or itself to develop where it has the
lead, good systems of management in departments
and to clarify the responsibilities of those who,
whatever their level, control and manage resources.
As for people, the Government is very conscious of
the quality of the talent it employs. It wishes
both to avoid taking too much and to make the best
possible use of what it has.

Its aims in this area include:

- Training for key posts, eg in Finance Branches

- Bringing on the right people for key management
posts at all levels ("succession planning")
Making room for talent("Chain of commdnd review")

Increasing "specialisation" and therefore job
satisfaction."

ete etc.
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Derek Péyner
ﬁ2 January 1981




Ref. A04048

MR. WHITMORE

Mr. Ray Whitney

We had a word about Mr. Whitney's visiting list,
2. I agree with the Prime Minister that Mr. Whitney should be discouraged
from trying to see civil servants, for the reason she gives. Does not the same

argument apply also to those in Mr. Whitney's second category who are civil

sexrvants ?

=1 As to Ministers, I should have thought that Mr. Whitney should be asked

not to trouble Sir Geoffrey Howe at this time of year; and I doubt whether he
should trouble Lord Soames either., If he wants to talk to Mr. Howell and
Mr., Channon, I do not think that the Prime Minister need deter him from
approaching them. We could warn them in advance of the approach, so that
they could decide whether they wanted to be involved.

4. We cannot stop Mr. Whitney approaching Lord Croham and Lord Hunt,
nor would I want to do so; but I should like to warn them to expect an approach.

ba Mr. Whitney will no doubt take rather hard being denied access to the
officials and advisers who are civil servants, If it would help, I should be
prepared to go along with Mr, Wolfson's suggestion that he should invite you and
me to lunch to meet Mr. Whitney.

6. Mr. Whitney has in fact already spoken to Mr. Wade~Gery (an old
colleague and friend of his) when they met over lunch in November,
Mr. Wade-Gery reported this, both before and after the event. His role was
mainly a listening one: such comment as he made was completely consistent with

the views that you and I both share.

ROBERT ARMSTRONG

21st January, 1981
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e Mr Whitmore
Mr Wright

THE FUTURE OF THE CSD

oir Derek Rayner has now been able to

read the draft White Paper. He thinks it
oor in both tone and content and dangerous
o the Government's reputation. He will be

offering a short minute during the dﬁy, but

would welcome a word with the Prime Minister

about it this afternoon.

&
’?7
/"'—f
C-Priestley
21 January 1981




PERSONAL AND CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary

SIR IAN BANCROFT

ORGANISATION OF THE CENTRAL DEPARTMENTS

The Prime Minister was very grateful to you for your minute of
16 January with which you sent the draft White Paper containing
the Government's Observations on the Select Committee's recent
report '"The Future of the Civil Service Department". !

The Prime Minister has studied the draft Observations in detail
and she has commented that a large part of the draft White Paper
is excellent. She has, however, two main reservations about it.

First, she is not happy about paragraph 20 which deals with
programme evaluation. She feels that, as at present drafted,

it is so woolly that "it throws doubts on our capacity to evaluate
anything". Moreover, she thinks that this section is at variance
with the Government's views set out in paragraphs 30 and 31.

She would be grateful if paragraph 20 could be reconsidered with

a view to making it more positive and more concrete.

Second, she does not think that the whole section beginning
with paragraph 32 and headed '"The Policy Objectives of the CSD"
will do. She has commented that we cannot pray in aid "restraints
on expenditure', as we do in paragraph 34, when Ministers have
just received figures which show that departmental running costs
have gone up by over 25 per cent between this year and last.

She believes on the contrary that those figures suggest a lack
of effective control which implies that management tLraining in
the Civil Service has hitherto been deficient, She thinks that
this section must be tightened up to bring out more crisply and
clearly the Service-wide problems which the Civil Service
Department is in the lead in attacking and to explain, in

terms which convey a sense of urgency, the solutions to those
problems which the Civil Service Department is pursuing.

I think it likely that the Prime Minister will want to have a
meeting with you and the others concerned before the White Paper
can be finalised, and perhaps we could have a word about that
when you have had an opportunity to consider the Prime Minister's
comments. In the meantime she would be grateful to have the
views of those to whom you copied your minute of 16 January on
the White Paper, preferably before the end of this week.

/ I am sending




PERSONAL AND (ONFIDENTIAL

I am sending copies of this minute to Mr. Wiggins, Mr, Buckley,

Mr. Green, Sir Robert Armstrong, Sir Douglas Wass and Sir Derek
Rayner,

S

20 January 1981
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RAY WHITNEY, O.B.E., M.P.
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THE DEPARTMENT OF THE PRIME MINISTER
AND CABINET  --- IN PERSPECTIVE

ADDRESS TO THE A.C.T. BRANCH OF THE ROYAL AUSTRALIAN
- INSTITUTE OF PUBLIC ADMINISTRATION

ON 28 MARCH 1979

BY

MR G.J. YEEND, CBE

SECRETARY, DEPARTMENT OF THE PRIME MINISTER
AND CABINET

bt As much as any department, the Department of the Prime

Minister and Cabinet comes in for its share of public comment,

~ both as to functions and purpose, on its alleged struggle

for supremacy in the economic or welfare or foreign policy
field or somewhere else. Inside the Department we tend to give
this sort of allegation a tired sﬁile; and because it is wide
of the mark, a first reaction is to be critical of the
commentators. The second reaction, and probably the proper
reaction, is realisation that there needs to be greater
understanding of the role of tha Department and its objectives;
which can only be achieved by wider discussion and public
debate. The proper reticence of senior officers against
entering public debate on policy 1ssues tends sometimes to flow

over to a reticence to debate questions of public service




administration. That is a pity, because public administration

is our business: better admiﬁistration is our objective. It

is not something to be achieved within the confines of the public
service; or more precisely it is to be achieved in fuller

measure by debate and analysis inside and outside the Service.

2. .  The principal function of the Department of the Prime
Minister and Cabinet is co-ordination of administration.

I shall come back to this theme at a number of points. You
will know that the Department has v&rious other functions,
orgaﬁising the Cabinet, briefing and advising the Prime
Ministér, leading and supporting committees and task groups;
but all are part of co-ordination. The development of policy
proposals and the administration of policies are the primary
responsibilities of other departments, and while we advise,
assist, support and supplement we do not replace, or seek to
'replace, the activities of principal policy departments.
Nevertheless co-ordination is not é passive role, the opposite
~of initiation, as some writers suggest. Our co-ordination is

active and involved, but also, I hope, sensible and sensitive,

3. The Department can answer or find the answer to any
inquiry about Commonwealth administration, and provide or arrange

for advice on any‘aspect'of Commonwealth policy. Simply to say

that highlights the obvious conclusion that we don't do it alone,
’ .

In a department of our size there cannot be experts on
everything; we cannot be the repository for information and
experience across the whole area: nor can we maintain an
investigative profile, sustain a policy impetus or simply carry

through an involvement in all areas at the one time. There are
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priorities to be determined, prioritieé(to be applied. And
what we do has to be done hand in hand with the policy
departments. There is no other way for a central co-ordinating

department to operate successfully,

4. Nor are we the only co-ordinating department. Treasury,
Finance and the Public Service Board have central co-ordinating
roles. But I would also contend strongly that éo-ordination

is a duty and function of all departmenté, and all must
exercise it. Each department in its area has a duty to consult,
advise and co-operate with other departments and agencies in
the relevant field: no less a duty to co-ordinate in fact than

we in PM&C have.

5, I do not debate in this paper the need for a Prime
Minister's Department. I think we are past the point of having
~to do so. Suffice it to say that the question for Westminster
style governments is not whether you have a co-ordiuating agency
but what form it will take. Whether it will be done from a
Prime Minister's office or a Cabinet office or a Privy Council
office is in part bound up with administrative and political
history. The decisions of 1911 and 1949, to establish the Prime
Minister's Department and to indorporate a policy advising group

in it, have essentially shaped our path in Australia,

The Department in 1950

6. The Department did not always have the central role.
The Prime Minister's Department's involvement in policy issues

dates from 1950. At that time, by decision of the Menzies

government, the Economic Policy Division of the Department of




Post War Reconstruction, on that Department's demise, was
brought across to become part of the Prime Minister's Department.
The Division's head, Sir Allen Brown, had been appointed head

of the Prime Minister's Department in the previous year by

Prime Minister Chifley in anticipation of such a move. Until
that time the Prime Minister's Department dealt with the Prime
Minister's correspondence, carried a Cabinet secretariat officer
and Executive Council secretary and a hoépitality officer,
co-ordinated communications with the States and ran archives,

the arts and Australia House. But co-ordination of policy and

advice on policy were not its task and it was not usually

involved in policy discussions. It provided no regular briefing

on matters dealt with by Cabinet.

2. In early 1950, therefore, the Department acquired a{most
overnight an operating group with experience in various aspects
of domestic and international policy; it was tossed quickly
into its advising role by the new frime Minister and, somewhat
more gradually, cast in the role of a co-ordinating agency. The
reception the Department received in its new guise ranged from
curiousity to suspicion to hostility - perhaps engendered by
unfamiliarity and lack of comprehension. The justification of
an organisatién which appeared to duplicate the work of the
separate policy departments was challenged, and questions asked
as to how this co-ordinating body could possibly have sufficient

expertise to advise on the wide range of policy matters already

recelving full-time attention by major departments.

8. The suspicion and hostility are easy to understand.

Major departments - Treasury, Foreign Affairs, Defence, Commerce




Agriculture and the Public Service Board - had had the field
pretty much to themselves and were able to hold off other
departments with relative ease. Treasury in particular had

had the luxury of a Minister combining Ehe fungtions of Prime
Minister and Treasurer. The result was intense manoeuvring

and competition, and what is sometimes flagged now as rivalry
befwéen departments pales into inaignific&nce in comparison
with the b;ttle for the Prime Minister's ear that went on in
thé early 1950s. Every time PM's offered an opinion on some
other department's work it had to justify its right to do so.
Every time it went to the Board for staff it had to justify

all over again the concept of its co-ordinating role. Hadlthe
Department not worked under reflection of the Prime Minister's
authority, the notion of a central co-ordinating agency might
well have been short-lived. The total Department at that

stage, excluding out-riders, numbered some 140 people. Of these,
37 were acquired from Post War Reconstruction. The
Department, incidentally, now has 450 people on staff. In 1950
there were 370 Cabinet submissions. Last year we héd 1633
Cabinet submissions andlpapers. The Prime Minister now receives
on average 260 letters a day, apart from organised mail
campaigns, which would be five times the mail received in the

1950s,

9. There are some particular aspects of the Department's

work which characterise it, and which are best dealt with at
the outset. They relate to the Cabinet, the Parliament and

the Governor-General,
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Cabinet

10. The Department provihes the secretarial services and
support to Cabinet. That is easily said but it encompasses

a highly complex administrative task, and one in which the
administrative decisions can influence policy judgements. How
papers are presented, what prior consultation occurs, whether
they are handled in Cabinet or Cabinet committees, wholis
present at meetings, how long befofe a meeting Ministers receive
papers and what advice is given by the bureaucracy - all are
métters that can affect the ultimate conclusion. The essential
adminigtrative decisions in these matters are made by the Prime
Minister. But in the full flow of Cabinet business the way in
which thése matters are handled is important and hence the |

Department's role in it is important.

i 6 Before World War Two no officials attended Cabinet

meetings. Then from 1940 the Secretary, Prime Minister's
Department, who had until then discharged some secretarial
functions for Cabinet from the outside, regularly attended
meetings of full Cabinet and the recording of decisions
became his responsibility as Secretary to Cabinet. Bu; a

central control over what came to Cabinet, a co-ordinated

Cabinet committee system and an organised Cabinet secretariat

came with changes introduced by Sir Allen Brown in the 1950s.

125 Cabinet has been characterised since then by a steady
and substantial increase in the number of papers presented for
decision. In part this has bean a growth in the complexity

of government - new or expanded areas for the Commonwealth such




as in education, Aboriginal affairs and environmental issues,
and a much greater involvement in international political and
trade matters. A second factor in the increase has been the
bréadth of Commonwealth adminiatratidn itself - many more
depaitments and agencies involved in the handling of particular
issues, with consequently a greater need for co-ordination.
For both these reasons Cabinets have become larger - 19
Ministers in 1950 and 27 now. In 1950, on Sir Allen Brown's
recommendation and after a atudy of British practice, a
éomprehensive Cabinet committee system was adopted - nineteen
standing committees and twenty-six ad hoc committees in all.
To an_éxtent it was a period of experimentation. Some of
these committees, such as Leglslation and Foreign Affairs,
have had a continuous life in one form or another since then.
.But in practice while some of these committees endured, most
faded to be replaced by other broader committees more attuned
to the needs of the day. Under each Government since 1950
the continuing pattern has been systems of standing committees
of Cabinet and temporary (or ad hoc) committees formed from
time to time for specific and finilte purposes. In 1956
another pattern was established - an inner Cabinet within the
Ministry - initially 12 Cabinet Minisbers from'a Ministry of
22, and thialhas-been the pattern followed since then except

for the period 1973 to 1975 under Labor's administration.

13, Clearly the inclinationsg of Prime Ministers and their
Ministers have strongly influenced the development of Cabinet

and Cabinet committee systema. At the same time, Sir Allen Brown

in the 1950s and Sir John Bunting in the 1960s established a
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basic pattern of Cabinet administration which continues today
and which set standards of competence and trust of the highest
order. Succeeding governments of different political

persuasions have supported strangly traditional Principles of

Cabinet government, and in this have accepted absolutely the

impartiality and probity of Cabinet officers.

14. Prime Ministers exercise a close control over Cabinet
business lists and seek to limit the work coming to Cabinet
for practical reasons. At the same time we have had a
succession of Prime Ministers who have promoted and encouraged
the cabinet system of government, and have promoted the
opportunity and atmosphere far Ministers to bring problemé to
Cabinet and have them debated and considered. Although -
commentators might have it otherwise, there has been no
determined or detectable move over the past thirty years at
least, from Ministers or Prime Hiqistera, away from Cabinet
government or away from the collectivity of Cabinet, At Prime
Minister Fraser's request, bacause of the workload on Cabinet,
we have recently conducted a review of Cabinet operations and
some decisions have been made which will atreamline procedures
and in some areas reduce the naad for Cabinet to consider some

specific types of proposals.

15: In the Department, we gsee the collectivity of Cabinet,
collective decision-making, Ministers having an opportunity for
free and frank discussion within the confidentiality of the
Cabinet Room but then aupporting decisions as a Government and
answering to the Parliament for them as a Government, and

answering to Parliament individually for the,édminiatrat:ion




of departments - all as being an integral part of the
Australian system of government and required under the
Australian Constitution. Administrative support for the
Cabinet has to operate within these parameters. It is an area
where a blundering administration and insensitive handling of
papers can do harm. The Department's role now and for some

years past therefore has been to adopt procedures which

support this principle of Cabinat collectivity.

16. Ministerial responsibility is not an outmoded concept

in Australia as some contend. It is not, and probably never
was, Eo be judged by the number of Ministers who offer
resignation for some failure of adminiatration. Responsibility
is something Ministers feel and Parliament demands - and I have
_yet to meet a Minister who does not have a very real awareness of
this responsibility and is not keenly conscious of the ever
.'present test of Parliamentary quegtioning and inquiry. If
anything, we have it in higher deéree at the federal level with
Ministers, when Parliament is sitting, attending thrice weekly
for concentrated sessions of ou; own brand of inquisitibn‘-
Questions Without Notice. Thexe are well practised
parliamentary committees with wide powers of investigation into
the administration of departments and Ministers are not unaware
of their diligence. Ministers' awareness of responsibility
extends within the Cabinet itself - reponsibility to .
ministerial colleagues and to Cabinet overall. The judgement of

colleagues can be the most immediate and uncompromising of all.
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L7 For a time - 1968 to 1971 - the Cabinet Office was a
separate department from the Prime Minister's Department.

Sir John Bunting was the Secretary of the Department of the
Cabinet Office and Secretary to Cabinet, and Sir Lenox Hewitt
the Secretary of the Prime Minister's Departﬁent. 1t 15
probably right to say that Ministers dld mot feel themselves
greatly affected by the change. They received the undivided
attention of Cabinet officers and they therefore may have found
some improvements in the service offered. Both the Cabinet
Office and the Prime Minister's Deéartment continued to brief
the Prime Minister. The head of the Cabinet Office attended

Cabinet meetings but the head of the Department did not.

18. There were undoubtedly greater effeéts at the
bureaucratic level. The Cabinet Office had to contend with

~ a lesser involvement among departments and in the working-up
of policy proposals. The Department, while fully involved in
working-up processes, had less insight into the handling of
the proposals in Cabinet and less familiarity with the views
of Ministers - although there continued to be a very close
liaison between officers of the two groups. While both bodies
enjoyed the support of the Priﬁe Minister, the Department lost
some weight in being unable to provide inside knowledge of
Cabinet thinking ﬁnd workings - which is often an entree card
for the Department's involvement in interdepartmental

discussions. The purpose of the division was not solely the

issue of Cabinet administration - which makes it hardly a fair

experiment from which to draw absolute conclusions.
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19 A common factor of each Government's system of

standing and ad hoc Cabinet committees has been that some
committees work well and some fall into disuse. This is to

be expected, for no administration is gtaticland the emphasis
in government policies changes. The usual pattern has been.
that standing committees make final decisions, as do ad hoc
committees if authorised by Cabinet to do so. "Membership of
committees.is spread between Cabinet and non-Cabinet Ministers.
Usually also appointments to committees are made by the Prime

Minister, and he also allocates the Cabinet work between

committees and between Cabinet and committees.

20. The exception was Prime Minister Whitlam's government
in 1973-75. From 1973-75, Cabinet compriséd all 27 Ministers.

A range of standing and ad hoc committees operated, and

. committees made recommendations to full Cabinet for endorsement

of decisions. The larger meetings required procedures to be
more formalised. It became a period of innovation and change
in Cabinet secretariat work to meet the new requirements,
particularly in the preparation and presentation of Cabinet

papers.

21. Prime Minister Fraser has at present a Cabinet of 14
drawn from his ﬁinistry of 27. Cabinet meets regularly, at
least weekly on average, for consideration of major issues of
significant political or policy content., There are.g Standing
Committees - Co-ordination, Foreign Affairs and Defence,
Intelligence and Security, Monetary Policy, Social Welfare
Policy, Wages Policy, Legislation, Industry Policy and General
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Policy. There are then a series of sﬁécific'purpose
ad hoc committees suppofﬁing the standing committee
structure. The average size of committees is twelve, except

for Co-ordination which comprises the five senior Ministers.

There is a fairly open system of co-options operating;

Ministers are co—0ptéd'for any meetings where they have a
portfolio interest in submissionse being dealt with, and may

sit in on Cabinet or Committee meetings as observers., The
standing committees, for the most part, have standing committees
of Permanent Heads in support for the examination of particular

issues which may be referred.

22; A principal concern aver the past few years in the
.Gabinet area has been in improving consultation between
departments in relation to matters coming forward for Cabinet
decision. It is important that time is not wasted around the
Cabinet table on arguments as to facts, and that Ministers have
clearly in mind the policy options. Towards this we have
standardised the presentation of documents to Cabinet and
required departments to consult with other interested departments
before papers are submitted. Departments are also obliged to
look ahead to the public presentation of decisions and to
indicate how this is to be done, The Cabinet Office monitors
submissions and the result has been the production of much
briefer Cabinet papers identifying options and indicating the
views of other inte;ested departments. Emphasis on consultation
beforehand and co-ordination throughout has produced a more
rounded understanding of issuass and at times a wider discussion

of issues than may have occurred hitherto.
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. without its critics. It is possible for departments to feel

23; Co-ordination even in Cabinet administration is not

that they are obliged to spend too much time in arguing side
issues with other departments and exémining unlikely options.
My own view is that this is a small price to pay. Departments
are not always able td judge accurately the mood of a Cabinet
Room or the political nuances. It is in the interests of
government that decisions are clearly made on the basis of
accepted facts and specified options, by those who have the
pblitical and parliamentary responsibility; and not ieft to’
the bureaucracy or assumed by a bureaucracy which does not have

that responsibility.

24, We now have a Cabinet Handbook which sets down a lot of
the Cabinet folk-lore, principally for Ministers but with
..sections of prime interest to departments, It is more
comprehensive than Sir Allen Brown's Handbook of the 1950s;
and we find it a useful way of recording and assembling the
requirements on the administrative side., It contains the
Prime Minister's standing instructions to his Ministers in
relation to Cabinet principles and Cabinet organisétion?
There is always the danger that inscription of principles can
tend to limit them. We have nht, however, attempted a.
comprehensive eséay on Cabinet philésophy and principles, but
rather a Handbook on some essential requirements fo;‘effective
Cabinet operation. Departments have been encouraged also to.
appoint Cabinet Liaiéon Officers, and when any new requirements

come up this provides an effective group that can be called
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together covering the whole administration. These Cabinet
Liaison Officers also handle the flow of Cabinet work from
their departments and have been of great assistance to the

Cabinet Office.

25, There is a follow-up system which checks on Cabinet
instructions and requirements - but which does not amount to an
evaluation and assessment of the way in which Cabinet decisions
are carried and the effectiveness of decisions, although the
Department is involved separately in schemes of program
evaluation. The follow-up system has been shown to be most‘
useful in the legislation area, to improve the timing and
drafting of new legislative proposals and achieve a more
effective handling of the legislation program. The

responsibility for implementing decisions rests primarily with

Ministers. Decisions are recorded by Cabinet officers and

circulated to Ministers forthwith, There may be subsequent
discussion about the wording of decisions - but relatively

rarely are decisions questioned,

Parliament

26. Since about 1960 the Department has become more closely
involved with the programming of legislation. Two departmental
officers, Parliamentary Lialson Officers, are available to the
Leader of the Government in the House and the Leader of the
Government in the Senate, to work closely with them‘on theis
legislative program, Originally the Departmenf did little more
than provide a service in relation to Parliamentary'

N
Questions. Now it is.much more concerned with the flow of
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proposals involving legislation through the Cabinet and to
Parliamentary Counsel and then into the Parliament. The
Parliamentary Liaison Officers work closely with the officers of
the Parliament and with Parliamentary Counsel. The Department's
Parliamentary Branch provides the secretariat to the Legislation
Committee of Cabinet and deals with the various matters coming

to the Department involving parliamentary affairs.

2 For years in Australia departments seem to have played
down any role in relation to the Parliament, and until recently

Parliament seems to have required very little of departments.

We have a Parliamentary Branch in PM&C, and most departments

seem to have sections dealing with parliamentary questions and
their own legislation. But compared with the Congressional
Relations Division of departments in the United States we have
‘not seriously tackled the task of parliamentary liaison. I sece
scope for departments here to improve their knowledge of
parliamentary proceedings and parliamentary requirements - and
particularly of parliamentary timetable requirements: and to
put themselves in a more positive role with Parliament geﬁerally.
I think this can be done without at all stepping outside the
proper role of the public service and without impinging on the
proper responsibilities of Ministers.

28. The fact is that Ministers are Members of Parliament
and represent constituencies. They have rights and duties ho .
less than any other Member. A department that sees only the

ministerial role or is oblivious to a Minister's role as a Member
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of Parliament is likely to be less effective and to be
providing something less than full service to a Minister,
Ministers generally distinguish for themselves between matters
political and matters departmental. This in itself has probably
encouraged the tendency of departments—to hold thémselves at

a distance from Parliament, and given them excuse for so doing,

The Parliament itself suffers by this, and it is an area I

think that needs re-appraisal - without, I might say, any need
to fear politicisation of departments, or encroachment by the

executive on the rights of Parliament.

Governor-General

29, The Department has a wider role in respect of the
Governor-General and the Governor-General's Office than I
think is sometimes realised. That we provide the secretariat
to the Executive Council is well understood. There have been
suggestions from time to time that the secretariat should be
provided independently of the Department, but Governors-
General have concluded over the years that the balance of
advantage lies in the present system. The Executive Council
secretariat is in fact quite small - three people - but there
is an ability to call on the resources of the Department for

any additional assistance.

30. Executive power under the Constitution is exercisable
by the Governor-General acting with the advice of the Executive
Council. The Governor-General's advisers are his Ministers. -

Council meetings usually comprise the Governor-General and two
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. Ministers and they deal formally with proposals requiring
Executive Council approval on behalf of the Council as a
whole and on the basis of papers - Executive Council Minutes -
signed and submitted by Ministers individually. Each Minute
is accompanied by an Explanatory Memorandum. It is this

arranging of meetings and examination and organisation of

papers that primarily occupies thq’time'of the Executive Council

secretariat.

31 Over many years the Department has provided administrative
sﬁpport to the Governor-General's Office, a wider range of
administrative support than a Governor-General can expect to
find from his own personal staff. This has been found useful
in the administrative sense. But there islalso a useful role -
not in any sense replacing the proper role of Ministers to
-advise the Governor-General - in the Secretary of the Department
being available to the Governor-General for discussions.
Governors-General over the years have tended to keep contact
with a range of senior public servants as the demands of the
office require, and to tap the resources of departments. ' The
Governor-General receives copigs of Cabinet Submiésions-and
decisions and the Department should, as a matter of course, look
for ways to keep the Governor-General in touch with the flow of

Government business.

Advising the Prime Minister

32. I have mentioned these specific functions of the
Department - with Cabinet, with the Parliament and with the

Governor-General - because of their importance. The heartland

of the Department however lies in assistance, including in
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advice and guidance, to the Prime Minister and the Government
on the whole range of Commoqwealth acgivities; the policy
issues with which governments deal and the relations that
governments maintain - internationally, with State Governments,
with interest groups and with individuals. This was the
pattern set in the 1950s and it has substantially continued
since. A central thread has been the rgquirement that the
Départment ddvise the Prime Minisfar on all submissions coming
to Cabinet: There are then the many other issues that come

hefore the Prime Minister and on most of these the Department's

advice is also sought.

33. j The 1950s saw emphasis on the domestic economy and
internal political issues. The staff of the Department then
operating in the policy advising field of course was quite
small: sections of three or four people covering quite a wide
range of government activity. There was a self-imposed
numerical limit on staff and recqgnition that it is never
possible for the Department to hold on its staff enough experts,
or in its resources enough expertise, to cover all the
requirements. The Department fhen, as now, worked closeiy with
policy departments to establish the facts and to under;tand
proposals. It is possible, providing the staff is high quality
and there is flexibility of mind, for small groups operating
in this way, and having a network of contacts, to be in a
position to offer sensible comments on policy issues across a

wide range.

34. The pattern continued in the 1960s under the then

Secretary, Sir John Bunting, who had been Sir Allen Brown's
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deputy in earlier years. The 1960s saw perhaps greater
emphasis on the international side, but in fﬁct the pressures
on the Department continued on all fronts. The Department
bécame a major source of advice on policy issues generally and
its role as a co-ordinating agency became more settled and
accepted; it became more the practice to seek out the
Department for guidance and advice. In this period the
Department'also‘developed a standing in matters that do not
shbw in any fﬁnctions statement - relations with Ministers,
public service ethics, advising on proper procedures and pfoper
standards. A lot of what is contained in the Public Service
Boarﬁ's guidelines on official conduct and our Cabinet Handbook
is an expression of practices and standards developed through
this period. The Department, along with the Board, is likely
to continue in this role of confidant and adviser on practices

and procedures.

35. I note a tendency to view the Department in the 1960s

as being more concerned with paper handling than policy issues.
This would be an incorrect view: those present in the

Department at the time were thoroughly convinced by lang hours
and constant pressure that they were fully involved in the policy
and administrative issues of the day. The archives will
demonstrate it. That drums were not beaten about it testifies

to the understanding that in the long run co-operation gets

you further. But only the most superficial of assessments .
would mistake this period for anything but a continuation of

the involvement in co-ordination of policy issues which by then

characterised the Department.




36. There were new Prime Ministers in 1966 and 1968 and a
new Permanent Head, Sir Lenox Hewitt, appointed to the Prime
Minister's Department in 1968, There have been five Permanent
Heads in the 1970s - Sir.Lenox Hewitt, Sir John Bunting,
John Menadue, the laﬁe Sir Alan Carmody and myself - serving
four Prime Ministérs. A major iﬁdreasé in staff was proposed
in 1972, which gave the Department a useful basis to meet the
additional tasks of the incoming Labor administration in the
Ifdllowing year. 1973 became a testing time fpr the Department -
having in mind that no Minister in the new administration had
had any previous federal ministerial experience. The period
- was ﬁharacterised by mountains of correspondence and furious
activity on the legislative and Cabinet side. The demands on
the Department for guidance as to principles and practices had
never been higher - across the whole range of Cabinet and
Ministerial activity and in respect of the creatioﬁ and
operations of new departments and new authorities. There was
also a substantial increase in the size and a change in pattern
of the Prime Minister's Private Office in 1973. Ministerial
advisers were appointed in each Minister's Office and in the
Prime Minister's Office. Generally these were middle range
officers appointed from outside the service, some protective of

Ministers and suspicious of the motives and abilities of public

servants - attitudes which departments tended to reciprocate.

The Prime Minister's Department took time to adjust to the
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lessening of direct contact with the Prime Minister - and it
took the new Prime Minister and his advisers time to take

advantage of the available Departmental resources.

37s Sir Lenox Hewitt, John Menadue and Sir Alan Carmody all
brought new perspectives to a Department that had set itself

in the mould of their two predecessors, and the Department and
individua; officers gained from the experience and outlook of

each. At times different styles were interpreted as changes

of direction and a change in the purpose and function of the

Department. However the Department does not automatically

take on the colour of its Permanent Head in the way commentators
suggest. The basic functions do not change; nor does the
basic character of the Department and the intense pressure in
working in the forefront of government activity continues. And
there is a basic incompatibility between the role of a
co-ordinating department and the role in policy initiation

that some outsiders see the Department wanting to follow or

needing to follow.

Central Co-ordination ol

38. Which leads me to say something about the requirements
for a co-ordinating department. I do not myself believe that
over the long term the Department can successfully combine

a role as co-ordinator with responsibility for running policy
operations. If the Prime Minister's Department runs policies
or pieces of policies there is inevitably an overlap, other
departments detect a rival in their policy fields, and not
unnaturally they resent or resist it. If you seek a role as

co-ordinator you cannot be a rival to everybody and you cannot
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contest with them on every policy point. The art of
co-ordination is knowing when to support, to encourage and
endorse; when to probe; when to inject an alternative
thought, press a contrary point or advocate an alternative
policy; how to win consideration for your view without
submerging or destroying the views of others. But above all
to look to the long term as well as the short term and
acknowledge that in the long term it is the strength and
efficiency of policy departments that sustain
administrations, and it 1s on them also that the reputation

of the bureaucracy mainly depends.

39. Innovation without proper preparation passes across
the stage fleetingly. Heroes tend to have short lives. We
can lead in the examination of new ideas, and in proposing
them. We can push to have options examined and propose
alternative courses of action. But after that, our day-in,
day-out task is to assist in translating governments'
intentions into solid performance, and that can only be done
in co-operation with policy departments who know the facts,

can weigh the issues and can sustain the impetus.

40, Co-ordination requires consultation. I try to insist

that in any advising we do there is full consultation with

the department concerned. It is a staﬁding instruction in
PM&C that before putting notes to the Prime Minister on
Cabinet Submissions, or to the Chairman of Cabinet Committees
. if the Prime Minister is not chairing them; there is

consultation. And on any point on which we take a different

3 R e ey g T
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line from a proposing department, that department has to be
aware of it. There is a practical reason for this. It is
not our business to have Ministers surprised in the Cabinet
Room with questions they have not anticipated, or be faced
in the Cabinet Room with propositions they have not
considered. If we are taking a different line or suggesting

a different option the responsible department should be told

and have the opportunity of alerting and advising its own

Minister and we expect that they will do so. We are assiduous
in requiring departments putting forward proposals to consult
with interested departments. It seems to me not to be too

much to require the same discipline of ourselves.

41, One occasionally sees pressure for the Prime Minister's
Department to take over at the public service level some
particular function of government. This may be because it is
not being particularly well handled where it is. It may be

a new function which has no other natural home. It may simply
be that the Government wants to give a particular policy area
a push or yet again to introduce some new policy under the wing
of the Prime Minister for the reason that in aﬁy other
location it may not have the nécessary authority or impetus.
These things are done and can be done successfully in the
short term. The Department of Education had its origin in a
division of the Prime Minister's Department and the Office of
Education then attached to the Department. The Aﬁstralia
Council and Commonwealth policies in relation to the arts

started off being associated with the Department. I mention




24,

also in this connection women's afféirs, Aboriginal affairs
and environmental matters which were also for a time handled

in the Department,

42. While it is interesting to be involved in a policy
issue, to give advice, even to have one's advice accepted;
~and while it is flattering to feel that your advice is
persuas;ve in a particular area, Prime Minister's Department
is not in the business of taking over from other departments.
We are much more concerned to ensure that these other
depgrtmenta are built up and sustained as front—runners in
the policy field. For the same reason we decline the task
of advising the media on particular government policies.
Almost without exception they are the primary business ofl
other Ministers and departments and we have to exercise a

proper restraint in any public comment.

43, Within this view of our role as a co-ordinating agency,

there is plenty of scope for us to develop ideas, discuss
them with other appropriate departments and agencies,
intervene in the consideration of issues and put views to
the Prime Minister and other Ministefa. We do not feel
inhibited in what some might interpret as the role of

second opinion. Our brancheas have built up an understanding
of policy issues and an expertise in co-ordination; our
officers are sought out for their advice and assistance.

We have scope for probing and proposing, and in the resulﬁ
we have a satisfying role fully testing the skill and

experience of our total organisation.
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The Department of the Prime Minister and Cabinet in the 1970s

44, Having perhaps persuaded you that nothing is different
in the Department, let me talk now about what is different.
Because although the principles aré the same and the functions
are basically the same, the Department has changed. We have
managed to shed some functions? first to what was our
companion department, the Department of the Special Minister
of State, and now to the Department of Administrative Services,
Héppily also we have not had to acquire any major extraneous

functions. So we are stripped down for our essential task.

45,0 Tiwas el tevad ke Flud tha Royal Commission on

Australian Government Administration concluding not only that
a single department should continue to serve the Prime
Minister and Cabinet but also that emerging functions of
government should be hived off to line departments so that
PM&C can concentrate on its primary role of poliéy
co-ordination and development, adaptation and review. It
would be a mistake, I believe, to tie our policy divisions
as formally to Cabinet secretariat work as the RCAGA report
seems to suggest. Our divisions have the responsibility of
advising on policy contained in Cabinet proposals and where
it is appropriate to involve key officers in Cabinet
secretariat work for particular issues, then this is done
and has been done for some time. But policy issues dealt
with by the Covernment go much wider than what is actuall&

handled in Cabinet and we have to cope with the full range,




We have relieved policy divisions from having to handle
the great bulk of the Prime Minister's routine
correspondence - by the creation of a separate Ministerial
Correspondence Unit. Policy divisions and branches as
presently structured deal with compiete policy areas and

there are departmental mechanisms to ensure that there is

co-ordination between them,

46. The idea of a separate policy co-ordinating unit in

the Department was tried under John Menadue's administration.
There is a difficulty however in that the whole Department.is
a policy co-ordinating unit and it can be confusing to ascribe
the function to a small group. We concluded then, after_a
short period, that this was not the way to go. We have come
to a somewhat similar conclusion in respect of State relations.
We have a real interest to discharge here in that

all policy communications to and from State Governments come
through the Prime Minister. Relations with State Governments
and Local Government were for a time supplemented by our having
a State Relations Branch specifically named. In practice we
have found it better to emphasise the importance of State and
Local Government relations in all policy branches and to use
the Department as a whole as a co-ordinating agency in
federal relations, These approaches sometimes lead to
misunderastandings when particular names of divisions and
branches appear and disappear, and this is often interpreted
as functions acquired or functions relinquished. .More often

it simply means that we are dividing the whole in a different
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way to suit our internal work flows, and too much can be

read into the naming of specific divisions and branches.

47. Our Priorities Branch has both a monitoring and
policy advising function, but has a more limited role

than a policy co-ordinating unit. Time to think is still

a scarce commodity amid  the pressures of the day and we
‘need to insulate some capacity in each area so that special
Projects and special efforts get their right-of-way. Often
the path chosen is that of establishing a special committee,

~ task group or independent review. The Priorities Branch

monitors these activities of policy divisions and agencies

alike, to put together an overall picture of connected

government effort in new areas of activity.

48. I am very pleased about the quality of staff we have
managed to attract, which holds comparison with any previous
period. Our recruitment follows, but also tries to

antiéipate, changes in emphasis in government activity.

The occupation of the Government with the domestic economy

for example is reflected in our Present organisation and the
Permanent Head is a member of the Management Group charged
with monitoring the exchange rate. We have had continuing
involvements in the social #olicy field. The Government is
active at present in_negotiations on international commodity
trade, and we have adjusted the Department's structure to
enable us to reflect this emphasis. Uranium mining was handled
by the estalishment of a full-time interdepartmental group under

our chairmanship to get over the hump of activity in this area.
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49. Surges in activity are also mét by seconding staff

from other departments or from outside the Service. Prime
Minister's Department has a continuous history of secondments
from the early 1950s. In the late 1950s the Public Service
Board agreed to our taking a regular succession of seconded
officers from other departments. The program expanded
markedly under John Menadue and Sir Alan Carmody. We have

at the present time 14 officers in the Department on
secondment, 3 from private industry, 10 from other departments
and agencies, and one from a State Government administration.
There are 13 departmental officers out on secondment, 2 to
indhstry, and 11 to other departments and agencies or on
various inquiries. There may be an impression of Prime
Minister's Department having largely permanent staff. I
mention in this respect that half of our Second Division staff
have five years or less continuous service in the Department.
This together with the program of secondments gives the
Department a wide range of expertise to draw on and the
opportunity of moulding its top administration towards the

policy requirements of the government of the day.

-

50. In two other areas the Department has taken on
additional tasks. There i1s a follow-up program for matters
required to come back to Cabinet. This combined with a

forecasting program of Cabinet submissions - six months ahead

on a rolling basis - givea us a much better picture of the

progress of policy proposals through the syétem and their final

disposition. We are also involved in evaluation of Government
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programs. Cabinet periodically approves a list of programs
for evaluation and report. In most cases these are
undertaken by processes which primarily involve the
responsible department. But we are involved in each
evaluation group and in the handling of the final report.
This program evaluation is still in early stages and a

~ pattern has not been firmly established.

oL Briefing for the Prime Minister is now better organised
than it was, in respect of international visits, visits within
Australia - particularly discussions with State Governments - and
in respect of parliamentary proceedings. The practice started
by Prime Minister McMahon and continued by the two succee&ing
Prime Ministers is for departmental officers to attend oral
briefing sessions in the Prime Minister's office before each
Question Time. There is a regularly updated written brief,

but this is supplemented in discussion and senior officers

have an opportunity to give oral advice in respect of issues

of the day. There is on the whole a close working

relationship with the private office staff. The Department

does not, as it did for many years, provide the senior staff
in the Prime Minister's office. That has changed the pattern

of liaison but not, I think, impeded it.

324 And of course staff ceilings have an overshadowing
effect on the Department's operations. Operating to a
numerical staff ceiling is no new feature to the Departmenﬁ;
on the contrary this has been the norm rather than the

exception. But there has over the past few years been gap
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identifiable increase in workload to be met by the same
number of people. This has required the shedding of

involvements as fast as we take on others.

535 The use of interdepartmental committees and task
groups as an adminiatrative process is one which we as a

~ Department stroﬁgly support. It is important that we be
involved in some for co-ordination reasons. Some of course
- become long term exercises and change character in so doing.
The point at which an interdepartmental group moves from its
immediate task to one of longer term monitoring is not always
cléar. but when it does it is usually the point at which we
should review our involvement. We do not have, as has been
written, any automatic right to join all interdepartmental
committees. We would not want to regard ourselves as having
such a right or role, for reasons which T hope are apparent
by now from this paper. We have opportunities to advise on
the outcome of deliberations of task groups and
inteidepartmental committees, where this affects the Prime
Minister or the Government, whether we are a member Pf the

group or committee or not.

54, I hope this gives you a picture of a Prime Minister's
Department that is involved and active, as we certainly are.
And as I am. The Permanent Head of the Department can find
ample variety in the work and enough to keep him.busy. He

has a special resbonsibility, I feel, to ensure that the

Prime Minister and Ministers generally are kept in touch,
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are not isolated from the advice and guidance that a public
service can offer. I am not limited in putting my own views
on whatever issues are under discussion. It is even more a
.responsibility to ensure that the relevant and expert
advisers are heard, and their views come through without

. qualification or inferpretation. I am not without hope that
we can continue down this path successfully - for it is an

important ingredient of our responsibility in co-ordination.

535 Co-ordination is not the opposite of initiation, but

enfolds it. A Prime Minister's Department is a tool of
govérnment that can be used in a very direct and telling way
in ensuring that government policies are got under way, that
changes in direction are made, that there is a responsiveness
by the public service as a whole to new instructions and
changes of style. It can be used to best effect if it is
able to do this sensitively and with a lightness of touch
consistent with its longer terﬁ and wider fole as a central
co-ordinating agency. It is a Department that serves the
Prime Minister, serveé the Ministry and serves each
individual Minister in its role as a co-ordinating ;éency.
And in a very real way it can be a touchstone for the
government  system as a whole in standards of administration

and principles of conduct, for which the Australian public

service has an extraordinarily high reputation. .
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ATTACHMENT 2

218t Decembdar, 1949,

HENQRANDUN TQ:~

The Ssaretary,
Prime Hinlgter’'s Departmant,
Weatl Block,
SANZERRA

sonne As0,T,

Following yeaterday's deoision of Cabinet to wind
ap the Department of Post-Far Reconstruotion forthwith snd to
Sransfer from 1t to your Department the Keonomic Policy
Divisica, the Office of Eduoation, Universities Comxiasion,
Naticaal University and CaSoTeRe0sp I should likse formally to
propoae that this tranafar ghonld Lko ?lace as from ths
cloaa of buainosa en %adnsaday, 28th Dgcesder, and that these
Divisiens snd Opganizations sheuld ba nsuﬂai 88 being
sttachad to yeur Depariment ss from the 29%h Daceaber, Tha
only 1lifioation I would maxa to thad gonaral proposal is
thas I de allowed to retain two or three Junior officera of
the Egcacmio Policy Division for a few days longer to asaist
ma, on the sdminiatrative side, in winding up ganaral departzent-
ol matters, They could then follow their collesgues acrcas io
Jour Departument 1n the early part of January, This mattar of
detail could be arranged between my officers and yours.

I shall arrangs for peraonal files eta, held in

Canbarra relating to the officers of ths Econcamio Policy Division
and other Orgsniszations %o ba transfarred to youn shortly.

(I. P, Ql‘ilp)




. ATTACHMENT 3

FUNCTIONS OF THE PRIME MIMISTER'S DEPARTMENT - 1949
(Taken from the Administrative Arrangements Order)

FUNCTIONS

Administrative arrangements

Archives - Provisional arrangements for

Art Advisory Board

Cabinet Secretariat '

Channel of communication for all Departments with
the Governor-General, State, British and Dominion
Governments (excepting by cablegram)

Commonwealth Literary Fund

Federal Executive Council

Government hospitality

High Commissioner's Office, London

Historic Memorials

Premiers' Conferences

Preparation and publication of -
Commonwealth of Australia Gazette
Federal Guide

Royal Commissions

State and ceremonial functions

ACTS ADMINISTERED BY THE PRIME MINISTER *

Committee of Public Accounts Act 1913-1934

Committee of Public Accounts Act 1932

Commonwealth Grants Commission Act 1933-1935

Commonwealth Public Service Act 1922-1946

Commonwealth Public Works Committee Act 1913-1936

Commonwealth Salaries Act 1907

Defence (Transitional Provisions) Act 1946 insofar as it
relates to the following Regulation:- National
Security (Supplementary? Regulation 120

High Commissioner Act 1908-1945

Migrant Settlement Agreement Act 1933

Minister of State Act 1935-1946

Officers' Rights Declaration Act 1928-1940

Parliamentary Allowances Act 1920-1938

Parliamentary Salaries Adjustment Act 1938

Royal Commissions Act 1902-1933

Science and Industry Endowment Act 1926

Science and Industry Research Act 1920-1945

Special Annuity Acts

* Including Acts related to agencies under the Prime
Minister's control but not necessarily involving the Department.




ATTACHMENT 4

'@CTIONS OF THE DEPARTMENT OF THE PRIME MINISTER AND CABINET - 1979

. FUNCTIONS

Co-ordination of government administration

Assistance to Cabinet and its Committees, and to the
Prime Minister as Cabinet chairman

Policy advice and administrative support to the
Prime Minister

Co-ordination of government policy and program
development and review

Relations and communications with State Governments

Government ceremonial and hospitality

ACTS ADMINISTERED BY THE PRIME MINISTER *

Advisory Council for Inter-government Relations Act 1976

Australian Science and Technology Council Act 1978

Governor-General act 1974

Local Government (Personal Income Tax Sharing) Act 1976,
sections 4,6,9 and 12

Long Service Leave (Commonwealth Employees) Act 1976

Maternity Leave (Australian Government Employees) Act 1973

Office of National Assessments Act 1977

Officers' Rights Declaration Act 1928

Ombudsman Act 1976

Parliament Act 1974

Parliamentary Presiding Officers Act 1965

Public Service Act 192%

Public Service (Permanent Head - Dual Appointment) Act 1977

Remuneration Act 1974 .

Remuneration and Allowances Act 1973, except to the extent -

administered by the Minister for Administrative Services

Royal Commissions Act 1902

Royal Powers Act 1953

Royal Style and Titles Act 1973

Tasman Bridge Restoration Acts

% Including Acts related to agencies under the Prime Minister's
control but not necessarilly involving the Department
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CONFIDENTIAL f

-+ ,,»_.:L;Ln-xxxu-:;wnh)-
_ N P o S v e e e
In your minute of (17 December recorﬁfﬁéwgie Prime Minister's W\W
meeting with Mr du”Cann you commissioned a White Paper in reply Y,
to the Select Committee's recent Report "The Future of the \

Civil Service Department". When I saw the Prime Minister on

7 January about other matters she asked for an early sight of

the draft. I promised to submit it this week. Here it is.

The White Paper deals briefly with the main machinery of

government issue, and sets out fuller observations on each of

the Committee's subsidiary recommendations and comments. I have
consulted Sir Douglas Wass in drawing up the present draft which

in essence conc&rns the TWo central departments. A minor point

about the mechanics of cq-location (paragraph 24) affects the

FCO and has been agreed by Sir Michael Palliser. The draft seeks

to reflect the Lord President's general comment on an earlier

version, and I am sending a copy of this draft to him simultaneously
with this submission. He is of course in no way committed to it.

MR C A WHITMORE

Main Points

The points to which I should particularly like to draw the
Prime Minister's attention are:-

paragraphs 12-15 In taking evidence the Select Committee
have shown a good deal of interest in the relations between
the Central Departments and departments at large, without
coming to any focussed conclusion. The issues do not yet
seem to have coalesced for them. The paragraphs in question
i may help to do this: they reflect the work on the role of
¥ the centre which Sir Derek Rayner, Sir Douglas Wass and I
have put in hand under the guidance of the Chancellor of
the Exchequer.

aragraphs 23-25 (co-~location) pargéraphs 26-29 (common services)
Eﬁe sommittea's positive recommendations for improving contact
between the Treasury and the CSD were drawn from the Report
of the Study Team which the Prime Minister commissioned to
look at integration. Those proposals assumed merger at
Minigsterial and operational levels: they are n®T readily
applicable when theTe is no merger. Sir Douglas Wass and I
have considered this carefully. Our view is that contact
between the Departments should indeed be adjusted to reflect
the fact that while remaining separate for good reasons, each
{ has much to contribute to the work of the other, particularly
in the field of financial management. These paragraphs set
out the measures that we think should be taken (especially
on the management of our joint specialists), while stopping
short of immediately incurring the disruption which would
arise from undertaking co-location and amalgamation of common
services in present circumstances. We should like to see how
these arrangements work out in practice, and take that
experience into account in a future review of co-location.

1
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aragraphs 30-31 The acceptance of the Committee's proposal

Eo Transter QE%'S Accountancy, Fingnce and Audit Division to

the Treasury makes good sense in the context of closer working
I between, and clarification of the responsibilities of, the

two Departments.

garaéﬁaggs 32=44 The section on the policy objectives of
e evelops in practical terms what the earlier part of
the White Paper has to say about the Government's priorities.

In particular it concludes that current training policy and
the balance of resources in the CSD should not be disturbed.

Handling and Timescale

Subject to the Prime Minister's approval of the draft, we should aim
to publish the White Paper before the end of January., The interest
of departments other than the and Treasury in the content of

of the White Paper is not extensive, and she may consider it
sufficient to circulate the draft to the Cabinet for information,
rather than for substantive comment. If she felt that The Cabinet
should be given the oppo to comment on the draft, the
timetable would need to be extended.

I suggest that the normal procedures for publication should be
adopted, with Confidential Final Revises (CFRs) being issued to
the Select Committee and to selected Press correspondents 24 hours
before publication. The Prime Minister may wish to consider
whether she would see Mr du Cann again at that stage.

I am sending copies of this minute and the draft White Paper to
the Chancellor of the Exchequer, the Tord President, the Minister
of State (CSD), Sir Robert Armstrong, Sir Douglas Wass and

Sir Derek Rayner.

IAN BANCROFT
16 January 1981
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THE FUTURE OF THE CIVIL SERVICE DEPARTMENT

Government Observations on the First Report from the Treasury and Civil Service Committee,
Session 1980-81, HC54

Presented to Parliament
by the Prime Minister and Minister for the Civil Service
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January 1981
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| GOVERNMENT OBSERVATIONS ON THE FIRST REPORT FROM THE TREASURY
. AND CIVIL SERVICE COMMITTEE, SESSION 1980-81: THE FUTURE OF THE CIVIL
SERVICE DEPARTMENT

INTRODUCTION

1% In its First Report for the Session 1980-81 (The Future of the Civil Service Department,
HC 54), the Treasury and Civil Service Committee examined the role and effectiveness of the
central departments of government and particularly of the Civil Service Department (CSD), in
promoting and securing efficiency in departments generally.

THE ALLOCATION OF FUNCTIONS AT THE CENTRE

2 On the key machinery of government issue, the Prime Minister notes the Committee's
conclusion (paragraph 23) that the Treasury and the CSD should not be merged. This accords with
the views she has formed as a result of her own review of the organisation of the Departments.
The Prime Minister agrees with the Committee, therefore, that the right course at the present
time is to strengthen and improve the existing organisation rather than to change the machinery
of government. The rest of this White Paper - setting out the Government's plans for the future
work of the two Departments and their observations on the Select Committee's Report - proceeds
from this decision. :

THE SELECT COMMITTEE'S RECOMMENDATIONS
3 In paragraph 4 of its Report the Select Committee identified three areas of interest:-
the effectiveness of the CSD;
b. the relationship between the CSD and the Treasury; and

the policy objectives of the CSD,
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The Government's observations on the views expressed by the Committee follow this structure, In

those matters on which it is not yet possible to reach a conclusion, the Government hope that
their observations will contribute to a continuing and fruitful dialogue between the Committee
and the Departments concerned. :

THE GOVERNMENT'S OBSERVATIONS

Resources for Change

4. The Government are bound to consider the Committee's recommendations against the
background of the other demands that the CSD has to meet in the immediate future.

5. The CSD is committed to making its share of savings in the cost and manpower of the Civil
Service as a whole. By | April 1984 the staff numbers of the CSD (including the Civil Service
Catering Organisation) will have been reduced by nearly 1000 (op almost one fifth) as against the
number of staff in post when the Government took office, and by a quarter as compared with the
peak year of 1976. As well as fulfilling its continuing responsibilities in respect of such
matters as Civil Service pay, personnel management, training, recruitment, and the effective use
of computers, the Department has taken on considerable additional tasks, particularly in the

field of resource control.

6. Where the availability of resources is the limiting constraint upon the implementation of
the Committee's recommendations, this has been made clear in the observations that follow,

The Effectiveness of the CSD

The Staffing of the CSD

7. The Committee considered that the staffing of the CSD could be strengthened by importing
a wider range of talent, qualification and experience (paragraph 30). The Government agree with
the Committee that the CSD should get at least its share - possibly a disproportionately large
share - of the best talents, drawn from inside and outside the Civil Service,

8. In the Government's view, departmental management will need to continue to have regard to
all the effects of such a policy. Arrangements maﬂe to broaden work experience and to open the
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Department to outside influence are beneficial. They should not be carried to the point where
they compromise the ability to develop professionalism, where people move in and out of jobs too
rapidly, or where management's need to develop the full potential of existing domestic talent is
adversely affected. What the correct point of balance may be is a matter of judgement on which
the Committee's views are welcome; in the meantime it may be helpful to set out briefly where the
Department stands today on the Committee's specific recommendations:-

a. The recruitment of fairly senior people with relevant experience from outside the
Civil Service.

Of the 147 staff at Principal level and above in the policy areas of the CSD (defined in
paragraph 11 of the Report by the Study Team on the Integration of the Treasury and the
Civil Service Department), some 40 have had experience of employment outside the Civil
Service. The relevance of that experience was taken into consideration at the time of
recruitment, or in arranging secondments and exchanges.

b. Greater interchange between departmental Establishment Divisions and the CSD,

Of the same group of 147, some 90 have worked in one or more government departments
other than the CSD; of these, 25 are at present on loan to CSD from other departments. In
nearly all cases this experience has been acquired or refreshed within the last 10 years;
it has included work in Establishment Divisions but has extended beyond, so that CSD gains
the benefit of experience in a wide range of operational tasks. Eight Principals are on
secondment from CSD to other departments, and two are seconded to Civil Services overseas.

c. Greater interchangs between the Treasury's Public Expenditure Divisions and the
CSD's Manpower Divisions,

Of the 90 or so staff with work experience outside the CSD, 40 have served in the
Treasury. Numerical constraints limit interposting between the Divisions cited: the
Manpower Divisions contain only eight Principal and three Assistant Secretary posts. Of
the three Assistant Secretary posts, two are held by CSD staff, of whom one has previously
served as a professional economist in MAFF, and the other has had five years experience as
a senior executive of a public corporation; the third is on a period of secondment into
CSD from the Ministry of Defence.
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9. In this situation and with the total numbers of policy posts as small as they are at the
higher levels (13 Under Secretaries and 29 Assistant Secretaries) management must carefully judge
the effect that increasing the proportion of staff drawn from outside the Department will have on
domestic policy objectives. As to the desirability of outside experience there is nothing between
the Government and the Committee, and the Government hope that the facts on current practice

will reasgure the Committee on this point.
The Role of the CSD

10.  The Government welcome the Committee's support for their continuing commitment to the
proper and economical management of the Civil Service. The Government note that the Committee
considered that widespread disquiet had been aroused by what has been seen as the CSD's failure

to pursue a more active role (paragraph 9).

11.  The Government agree with the Committee in attaching considerable importance to
Ministerial interest and direction (paragraphs 9 and 29). The level and character of any

—

department's activities are, and in our system of government must be, determined by the decisions

and wishes of Ministers. The extent to which the CSD has or has not in the past pursued or
achieved the objectives described in the Committee's report ‘has depended crucially on the
priority which Ministers have assigned them. The activities of the central departments affect alr-
other departments, and are necessarily influenced by the collective priorities of the Government
as a whole. Since May 1979, the CSD has been working towards the present Government's objective
of a much smaller and more efficient Civil Service - an objective which comes high on the list of
the Government's priorities. Considerable progress has been made. Much remains to be done and the
Government are at one with the Committee in giving weight to this work.

12.  The Committes drew attention (paragraph 31) to the comment by a witness that the CSD
left too much independence to individual departments in matters of internal management
particularly in the context of the direct control of resources. 'Ih_g_t_giew of the role appropriate
to a central department is open to debate. B

13, The Government take the view that although there are areas of management in which a

degree of uniformity is advantageous and cost effective and in which a high degree of central
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authority is appropriate, the primary responsibility for the efficiency of each government
department must rest with its own Minister and his senior staff, who together are answerable for

the use of the resources entrusted to them.

14, Accordingly in the field of resource control the essential role of the central departments

must not in the Government's view derogate from this primary responsibility of departmental
Ministers. The task of the CSD (and the Treasury) in this area is to advise Ministers upon the

allocation of resources (both money and manpower); to design and maintain the overall system of

resource control; to ensure that it is operated effectively by departments; to satisfy
themselves that departments have adequate systems for conducting their operations efficiently,

and that they apply these systems properly; and to provide expert help and advice where it is
needed.

1S.  The Government consider it important to maintain the distinctions described above in order
to preserve the clear lines of accountability which are necessary both for the internal

efficiency of government and for its relationships with Parliament and the public. Accordingly
the Government intend that the CSD's pursuit of efficiency in the field of resource control

should continue to be conducted by reference to these considerations x

The Pursuit of Efficiency

16.  The Committee's Report is critical of the CSD's effectiveness in controlling Civil Service
manpower numbers and in promoting what has been termed manpower efficiency (paragraph 28).

17.  The priority now being given by the Government to these objectives is indicated by the
significant shift of CSD personnel to this work. Over the last 1} years the Divisions concerned
have actually grown by 8%, instead of reducing in line with other CSD divisions. Staff have been
found from elsewhere in the Department.

18.  Since May 1979 the staff in the Divisions concerned have:

a. conducted successive exercises aimed at reducing the size of the Civil Service;
manpower targets have now been settled for all departments for 1 April 1984;

b. provided close support for Sir Derek Rayner's programme of scrutinies and taken
the lead in his Service-wide review of statistics;
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devised and promulgated improvements to the system of staff inspection;

d. embarked on a programme of Service-wide cost-cutting exercises in supporting

services;

in addition to their continuing tasks in the fields of manpower control, management services and
organisation. The Government will publish a White Paper reviewing the initiatives that have been
taken since May 1979 and providing more detailed information,

19.  These activities represent a vital part of the CSD's work but the Department has in
addition to pursue other conditions necessary for the efficient despatch of government business.
Efficiency in the use of human resources depends not only on using less, but also on construgting
a management framework that prevents wasteful deployment, on promoting a climate of industrial
relations that encourages commitment to the work in hand, and on adopting personnel policies ihat
maintain due standards of berformmu. The Government need to ensure that due weight is given to
each of these components of the Department's work and to allocate resources accordingly. The
Government will continue to bear these considerations in mind in deciding its policy priorities.

Programme Evaluation

20. The Committee recommended (paragraph 31) that the CSD should give more emphasis and
attention to systematic arrangements for programme evaluation and the guiding of expenditure

programmes by reference to their final effectiveness. This issue affects not only the CSD, but
also, and more particularly, the Treasury and the CPRS. Effectiveness is clearly the ideal
general criterion for judging expenditure programmes, and it is a major concern in the

Government's arrangements for managing expenditure. It can also, however, be an elusive
criterion, both in definition and in measurement. Experience has led the Government to be
sceptical about the value of systematic approaches which are too formal and rigid. What is needed
is an adaptable approach, tailored to the kinds of expenditure and results in question, although
t is important to ensure that work is properly coordinated. Present practice, which is

ntinuously developing, rests m regular annual reviews of programmes in the public expenditure
urvey. Partly arising from this, a range of policies and programmes is under specific review at
any given time. There are also scrutinies of specific departmental activities, directed by Sir
Derek Rayner, which concentrate on questions of departmental efficiency. In addition, work is
proceeding in several areas on the development of improved forms of output measurement and the
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development of management responsibility and accountability in relation to particular objectives

of expenditure.

The Relationship Between the CSD and the Treasury

21. The Committee recommended three operational changes with a view to encouraging closer
working relationships between the CSD and the Treasury (paragraph 32), namely, the co-location
of the two Departments in a single building, the sharing of common services between the two

Departments, and the transfer of the CSD's Accountancy, Finance and Audit (AFA) Division to the
Treasury. These proposals draw on the discussion of these issues in the Report of the Study Team

on the Integration of 1 M Treasury and the Civil Service Department .

22. The Government agree with the Committee that a close working relationship between the
Treasury and the CSD is essential. As indicated in paragraphs 7-12 of the Report of the Study
Team, however, the area of direct policy contiguity between the two Departments is small relative
to the total size of the Departments. Less than one eighth of the CSD's 5000 staff advise
Ministers directly on policy and no more than half of these have any close connection with the
work of the Treasury. Accordingly only about 250 CSD posts at most could benefit to a significant
extent from a closer working relationship with the Treasury.

Co-location

23.  The Government agree with the Committee that the functions of the CSD have a logical
cohesion which it would be harmful to split. Accordingly the Government accept the Committee's
conclusion (paragraph 32(i)) that the CSD policy functions at present brigaded together
geographically should remain so; and that co-location should only proceed on condition that all
the CSD's policy posts at present in Old Admiralty Building can be moved to join those of the
Treasury,

24. The Report of the Study Team drew attention to the costs of, and disruption associated
with, the co-Rcation of the two Departments in the Government Offices Great George Street. The
Government believe that it would be wrong to distract the Departments from their present tasks.
To make space immediately for the CSD would result in a degree of geographical decentralisation
for the Foreign Office, whose own co-location would be correspondingly harmed.
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. 25. The Government have therefore decided not to co-locate the two Departments now. They

will keep the matter under review in the light of developments. They will, in addition, examine
clogely whether any further steps, such as an extension of cross-attendance at policy meetings
(paragraph 29 of thel Report of the Study Team) can be taken to enhance day to day communication
between the staff of the two Departments.

Common Services

26. The Committee recommended (paragraph 32(ii)) that the common services of the two
Departments should be brought together on the basis of the plan outlined in Annex 4 of the
Report of the Study Team.

27.  This plan assumed that there would be a single Department with its headquarters located in
one building. The advantages to be gained from setting up a unified common services organisation
must now be re-assessed on the basis of separate Departments separately accommodated. In
particular most of the small potential staff savings identified would result from common services
which would be difficult to amalgamate in advance of co-location and whose successful operation
would depend on unifying ultimate lines of accountability.

28. The Committee drew attention to the problems which might be faced by a single
Establishment Officer required to report to two Permanent Secretaries. It concluded, however,
that the problems arising were not insuperable: they are overcome, for instance, in those
departments which nlmhdy share common services. In those departments, however, the present
arrangements have evolved from the split of a larger department into two or more smaller
departments. In these circumstances, the major consideration underlying the decision to split or
not to split such matters as personnel management has been the need to avoid additional costs and
to minimise disruption to the staff concerned. Uniting establishment matters in two Departments
where they have already functioned separately for many years does not offer the same benefits,
imposes the costs arising from disruption, and may be expected to make the role of Establishment
Officer harder rather than easier.

29. There is an area of specialist skills, namely the Accountancy, Finance and Audit, and the
Operational Research, Divisions of the CSD, that is drawn upon by both Departments and where
common arrangements for managing staff may be advantageous. The Government will examine this
possibility further. Such a step will not obstruct the existing arrangements for cross-posting
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' more generally between the CSD and the Treasury. These arrangements provide a wide range of

experience (paragraphs 8 and 9, above) and will continue to operate.
The Transfer of the CSD's Accountancy, Finance and Audit Division (AFA)

30. The Government agree with the Committee in attaching importance to the improvement of

financial control systems. The Treasury should be in the lead in this field and the Government

agree that the balance of advantage is in favour of transferring line responsibility for the
CSD's AFA Division; they accordingly accept this recommendation. Detailed arrangements will be
made to ensure that both central Departments have the support of the skills and experience of
qualified accountants in order that the efficiency of the CSD should not suffer from the move,

31. The operation of the centre will be improved by helping the Treasury and the CSD to work
more closely together in the development of financial control systems. The Treasury has the
respongibility to concern itself with the handling of public money. For the CSD ﬁnnncial
management is an integral part of management as a whole. Accordingly arrangements have also been
made to co-ordinate the work of the two central Departments, in consultation with Sir Derek
Rayner and the Head of the Government Accountancy Service. The main objectives of this work over
the next two years will include the further development of accountable units of management, the
closer reconciliation of the financial information needed for management with that needed for the
Public Expenditure Survey and Estimates, improved analysis and control of the administrative
costs of departments and the strengthening of internal audit in departments.

The Policy Objectives of the CSD

32, The Committee recommended (paragraphs 33-38) that more attention should be given to
several parts of the CSD's work, beyond those of resource control and efficiency in
organisational terms. The Committee urged that a number of measures recommended by the Fulton
Committee and by the Expenditure Committee of the last Parliament should be re-examined.

Training

33.  The 11th Report of the Select Committee on Expenditure contained recommendations about
equipping staff, by formal training and other means, for the responsibilities of higher
management, A scheme for a more organised system of mid-career development was being designed and
| might now have been in Op&ation, had it not been necessary for the Government reluctantly 'to
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suspend the work. The paper the CSD submitted to the Select Committee on 4 March 1980 said that
the proposals would have involved a substantial increase in resources over a period of 12-18
months, and additional resources were not available. This remains the case.

34. On formal training generally, the emphasis of the CSD's work to advise and guide
departments must change with changing needs and circumstances. B_kesEainh 8 on expenditure, and the
i ing difficul f sparing the time to release staff for training, as well as the
ncreasing ty o /gméf_ g,

reductions in the CSD's own resources discussed above (paragraph 4-6) mean that the current
emphasis of this work lies in focussing attention on the relative costs and benefits of
particular kinds of training so as to help departments improve the economy and effectiveness with
which they discharge their responsibility for getting their staff trained, and in promoting
alternative methods which are likely to maintain or improve quality and relevance at less cost.

35.  The Civil Service College's main aim is, within available resources, to meet departmental

ds for that training which it, rather than departments or external institutions, can provide

ost economically and effectively. The effect of these criteria changes over time, and there is

ntinuing 5@_@ its activities in order to shed those which can best be done elsewhere
d to identify needs for training which it can best provide or develop.

36. The Government consider that these policies remain valid in present circumstances.
ANAS T\

Professionalism and Movement from Job to Job

37. Further thought has been given recently to the way in which the Service identified and
prepared those who were to hold senior positions a decade or so later. Attention has been
focussed on key posts and succession to them. Proposals are being developed for building on the
present systems of succession planning and career planning for the staff concerned. These will
make it possible to put on a more formal footing existing practices of specialisation in
administrative work areas,
173

38. '[Lht'_;sa improved methods of succession planning and career development are relevant to the
Committee's comments (paragraph 36) on the need for a greater degree of professionalism
throughout the Civil Service, which includes specialisation by administrators, and the
desirability of members of the Administration Group spending rather longer in each job. This
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policy needs to be considered alongside proposals for a unified grading structure (below .

paragraphs 41-44) designed to make it easier for people to move from their existing specialism to
another, and with the importation of senior staff from outside the Service. =

39. The extra qffort put into succession planning should help in the long run to reduce the
frequency of moves of administrative staff and to confirm the present tendency for such officers
to spend much of their career in a particular work area. It will make it possible to make more
positive choices between importing outsiders with relevant experience for specific senior posts
and ensuring a supply within the Service of people with suitable backgrounds for most, if not

all, such posts.

40.  These considerations do not all point one way, but the Government are sympathetic to the
aim of increasing experience within one job and reducing turbulence arising from too frequent

moves.

Unified Grading

41. The present system of grades in the Civil Service® & a mixture of an older system (based
on classes) and a newer system (based on occupational groups and categories). It is recognised as
a hybrid system. While it has proved itself adequate for most management purposes it is not
entirely satisfactory and it has been criticised by the Expenditure Committee and by the Treasury
and Civil Service Committee for failing to meet the objectives sought by the Fulton Committec
(paragraphs 230-240 of the Fulton Report), whose recommendations led to the move towards
occupational groups and categories. In paragraphs 35 and 38 of their Report the Select Committee

urged the Government to give fresh consideration to these proposals.

42.  The Government will look again at the present structure of Civil Service grades. There
are, at present, a number of studies being pursued by the CSD on other matters relevant to the
structure of grades within the Civil Service. In particular, the outcome of the Chain of Command
Review, which is examining the use of grades hierarchically in the management structure,

* see paragraphs 2.4-2.7 of the Introductory Factual Memorandum submitted by the CSD to the
Committee on 10 January 1979 [published by CSD; April 1980; HMSO]; and paragraphs 98-112 of
the memorandum entitled "The Response to the Fulton Report” submitted by CSD to the sub-
Committee of the Expenditure Committee in November 1975 [Eleventh Report from the
Expenditure Committee, Session 1976-77; HC 535; pages 18-21]
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provide a broader framework within which' the principle of unified grading can be further

examined. G 2 2

'

43.  Experience suggests that two major considerations will continue to be l:clevant ‘to further
work. First, it is'neccssary to ensure that the structure which results from change does not
bring with it additional and unnecessary resource costs. Second, a management structure exists,
among other things, to bring people and work together. No structure will operate effectively if
it fails to command the confidence of those whose working lives are regulated by it. There may
well be a need to reconcile the views and interests of the groups of staff affected by change.
Past studies of unified grading have been unable to identify structural reforms which would meet
the objectives sought by successive reports on the Civil Service and, at the same time, prove

acceptable to both management and the unions.

44. In taking a fresh look at this problem the Government's initial aims will be to establish
the objectives that the management structure should meet, and to assess present arrangements to
see what changes may be necded. Progress will depend upon available resources. Nonetheless the
Government intend to press forward with all practicable speed. The CSD will keep the Committee
abreast of their thinking as it develops.
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THE FUTURE OF THE CSD

Thank you for securing that Sir Derek Rayner
should be consulted on the draft White Paper.
I expect that he will have comments and that
he will be able to submit these to the Prime
Minister about the middle of next week.

C PRIESTLEY
16 January 1981




10 DOWNING STREET

Clive Whitmore

Ray Whitney - Prime Minister's Department.

1. You will remember that Ray Whitney came to see the Prime
Minister on 22nd December.

2. He came to see David Wolfson and me on 8th January, when
David and I tried to persuade him to drop his idea about a
Conference/Seminar on this subjectl,

3. We suggested that if Ray wished to pursue this idea (which he
does) it would be better to have private discussions with those
with whom he wants to exchange views, rather than to do so in the
semi public atmosphere of a Seminar/Conference.

4, Herewith letter of yesterday's date from Ray Whitney, which I
discussed with the Prime Minister last evening.

5. Subject to your views, she is content for Ray to see those in
categories 1, 2 and 4 on Ray's list.

6. Subject to your views, she does not think that it would be
appropriate for Ray to see Civil Servants, not least because

it would then be very difficult to refuse similar access to other
MPs.

7. It was agreed with the Prime Minister that I should discuss
this with you before I submit to the Prime Minister a reply to

Ray Whitney's letter. ,,fﬁ
"

A

13th January, 1981 Ian Gow,




RAY WHITNEY, O.BE, M.P,

HOUSE OF COMMONS
LONDON SWIA OAA

12th January 1981

Ian Gow, Esqg., M.P.,

The Prime Minister's Office,
10, Downing Street,

London SW1

WA

As you know, I have believed for some time that it
should be possible to improve the capacity of the Whitehall
machinery to put into effect the policies of the Prime Minister
and Cabinet of the day.

Since advocating the creation of a Prime Minister's
Department in a Times article on 6th October 1980, I have
come to the view that significant improvements in existing
arrangements could be made very quickly and without the
disruption and delay inevitable in setting up a new department.
We have no time to spare.

In essence, what I have in mind are changes in the
structure and scope of the Cabinet Office. I believe that
if the staff of the CPRS, the rest of the present Cabinet
Office and, possibly, some of the policy-making elements of
the. Civil Service Department were reaorganised and given new '
terms of reference, government cohesion and effectiveness
could be improved.

I had intended to explore these ideas further by organising
a conference under the auspices of the Centre for Policy .Studies.
The number invited would be kept very small and restricted
to people clearly able to make an informed contribution to
the debate,which would be firmly off the record.

=

When I discussed this proposal with you and David Wolfson
last week we concluded that, however strictly I tried to set
"Chatham House rules" for the conference, serving Ministers and




Ian Gow, Esqg., M.P.,
12th January 1981

I

civil servants might well decline to participate. Yet if any
worthwhile and concrete ideas are to emerge, it is essential
that they are tested on those who are currently operating

the system.

Tt seemed to us that the best way out of this difficulty
would be for me to talk individually to appropriate Ministers
and officials, the interviews being held on a strictly
non-attributable basis. I attach a list of those who seem
to me likely to have something to offer and I am sure that
other names will emerge if the study progresses.

T should be grateful to know if the Prime Minister would
agree to my proceeding on these lines and would have no
objection to my seeking discussions with her Ministers and
civil servants on the basis I have suggested. It would always
be clearly understood, of course, that this study remained
a personal and non-official venture. '




[ Ministers Sir Geoffrey Howe
Lord Soames
David Howell
Paul Channon

7. Parliamentary:’ Ian Gow

Secretaries/ David Wolfson
Political John Hoskyns

Advisers Norman Strauss

Sir Derek Rayner
J.R.Ibbs & selected CPRS Advisers

Adam Ridley

Civil Servants Clive Whitmore
B.Ingham

Sir Robert Armstrong
Robert Wade-Gery

Sir Ian Bancroft
Sir Douglas Wass
Sir Patrick Nairne
M.V.Hawtin
J.K.Moore

y Recently Lord Croham
'~ Retired Lord Hunt
Civil Servants




MR, COLMAN
CIVIL SERVICE DEPARMEENT

The Prime Minister has seen and noted
Sir Ian Bancroft's minute of 5 January to
Mr, Whitmore about the organisation of the
Treasury and CSD,

g January 1981




January 1981
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MR C A WHITMORE

THE ORGANISATION OF THE TREASURE AND THE CSD

Mr St John-Stevas saw Sir Ian Bancroft's
minute to you dated 16 December and your
reply of 17 December, and asked me to say
that he entirely agreed with the Prime
Minister's decision both on the substantive
issue and on the procedural arrangements.

I am copying this minute to recipients of
your minute of 17 December.

(G

R A BIRCH
PS /Chancellor of the Duchy of Lancaster




CONFIDENTIAL
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CSD/TREASURY ORGANISATION

With regard to the minute to the Prime Minister
from Sir Ian Bancroft of Monday, may I suggest
that in your reply you asf/that Sir Derek Rayner
should be consulted on the drafting of the

White Paper in addition to the Treasury "and
other interested departments"?

CP

PRIESTLEY

7 January 1981 AP Tl fwain-l ¥
\-M\un-s. ““M
e gy = B
gy e
Wy e e B

Ay

1\




GONFIDENTIA%P

Mr C A Whitmore
THE ORGANISATION OF THE TREASURY AND CSD

In your minute of 17 December 1980 you reported the Prime
Minister's decision that the reply to the Treasury and Civil
Service Committee's Report on The Future of the CSD should be

by means of a White Paper outlining the Government's observations
on the Committee's report as a whole.

2 We have accordingly put in hand work on the preparation of

a White Paper, which will be drafted in consultation with the
Treasury and other interested departments as appropriate. A
number of the subsidiary recommendations of the Committee involve
quite complex issues, but we shall aim to complete a response to
the Committee for publication, after clearance by Ministers, in
late January or early February.

S In order to achieve this tight timescale we shall need to
seek the Prime Minister's approval of the line to be taken in
response to the Committee's main recommendations next week.

This may constitute no more than a skeleton of the proposed reply
at that stage; detailed drafting will be undertaken in parallel
with that submission.

Ay I am sending copies of this minute to Mr Wiggins (Treasury),
Mr Buckley (CSD), Mr Birch (Chancellor of the Duchy of Lancaster's
Office), Mr Maclean (Chief Whip's Office), Sir Douglas Wass,

Sir Robert Armstrong and Sir Derek Rayner.

Job

TAN BANCROFT

5 January 1981

CONFIDENTTAL
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A PRIME MINISTER'S DEPARTMENT

Mr. Ray Whitney, MP, came to see the Prime Minister at 1630
yesterday afternoon to discuss his proposal that this country
should have a Prime Minister's Department, Mr. Gow and

Mr. Wolfson were also present.

Mr. Whitney said that he had originally believed that the way
to improve the cohesiveness of the British Government machine
was to set up a Prime Minister's Department on lines similar
to that in Australia. But he had now come to the conclusion
that we should go for a compromise between an Australian-type
solution and what we had now, for to go for a full-scale
Department would be bound to lead to charges that another
organisational monster was being created, He now thought
that the answer was to take the CPRS, the Cabinet Office and
those parts of the CSD dealing with essential interdepartmental
policy matters and integrate them so that they provided the
Cabinet collectively not only with the present "ears and eyes"
and Secretariat capabilities but also with a "follow-through'"
funection. He envisaged that this new Department would have
at its heart a number of teams, each perhaps 6 to 8 strong,
who would specialise in particular subjects. They would
monitor and "second guess'" all the major Government Departments.
He believed that a Department fulfilling a role of this kind
would provide a better service to the Cabinet collectively
than they had now: there would be more informed discussion,
and the Cabinet would be helped to concentrate on the main
issues.

The Prime Minister commented that between them the CPRS and
the Cabinet Office already did much of what Mr. Whitney had
in mind, The CPRS took an interest in many of the principal
problems facing Ministers at any time, and the Cabinet Office
co-ordinated most interdepartmental business,

/Mr. Whitney said




Mr. Whitney said that the disadvantages of the present arrange-
ments were that the CPRS, which was only small in size, tended
to flit from one subject to another and the Secretariat side

of the Cabinet Office was necessarily very generalist. He
thought that the way in which Clause 17 of the Employment Act
had been considered was a good example of the need which he saw

his proposal satisfying. He would be surprised if a majority
of the Cabinet had really focussed on this Clause when the

Bill was being considered. He doubted whether they had really
understood the provision. The team which, within his proposed

Department, would deal with employment matters, would have
highlighted in a constructive way the strength and weaknesses
of the Clause, and they would have encouraged all members of‘
the Cabinet to look carefully at it and to form a view about it.
At present there was a tendency for Cabinet Ministers to ignore,
gratefully, problems which fell outside their own field and to
take refuge in the fact that a colleague was necessarily

making the running on the particular matter.

Mr. Whitney continued that he believed the creation of a
Department in the way he had suggested would be politically
popular in the country. A large number of people, in voting
Conservative, had voted for the Prime Minister personally, and
they would approve of an organisational development which was
designed to help her achieve more easily the results she was
seeking. At the same time his proposed change would, as he
had already pointed out, strengthen collective Government.

It must not be a device for making the Prime Minister the
Minister for Everything. Above all, he reiterated, he was
looking for a way of improving the Cabinet's ability to follow
up its decisions to ensure that they were carried out as it had
intended. He wanted to get his proposal talked about. He
had written an article about it for The Times, and he would
now like to arrange a short conference at which the discussion
could be taken further. There was already a lot of academic

/interest




interest in his proposal, but he would like to invite to any
conference not only academics but also Ministers and senior
civil servants who had actual experience of working the Whitehall

machine.

The Prime Minister said that there was a need to strengthen
the centre for it was here that the guardians of the strategy
were located. It was all too often the case that she and
her central colleagues, like the Chancellor of the Exchequer,
had to defend the strategy against colleagues whose principal
aim was to fight theirdepartmental corner. She was happy for
Mr. Whitney to go on airing his idea.

23 December 1980




10 DOWNING STREET

Prime Minister

1. As you know, Ray Whitney is caming in to see you this afternoon
in order to discuss his suggestion that there should be a
Prime Minister's Department.

2. In your papers for the meeting is a copy of Ray's letter to
' Christopher Soames dated 15th October, together with a copy
of the article which Ray wrote for The Times.

3. Christopher Scames thought is best that I should reply to
Ray's letter to him dated 15th October, and his Private Secretary
suggested that I should do so in the form of the attached

letter.

I think that this draft has really been overtaken by your :
forthcoming meeting with Ray, and I suggest that I should send him a
different letter, drafteif to take account of your discussion

with him this afternoon,

22nd December, 1980




10 DOWNING STREET
22nd December, 1980

Thank you very much for having sent me a copy of your letter
to Christopher Soames dated 15th October, about your idea
for the creation of a Prime Minister's Department.

I know that the Prime Minister has read the article which you
wrote for The Times about this.

As you know, the Prime Minister also agreed that you should talk
to Derek Rayner about your nroposals, and I know that you have done this.

I wonder if I could offer one personal comment on the conference

you have in mind to give your idea a further airing. This concerns
the possibility of Ministers and senior civil servants taking part.

I should not have thought that this would be on. Whatever they

said would almost certainly be interpreted by commentators as
indicating the Prime Minister's own views. This would, of course, be
quite misconceived. But as you know from your own experience in the
FOO, whatever Ministers or their civil servants say - and however
hard they may protest that they speak only for themselves - is
closely scrutinised for insights into the Government's thinking. So
I am very much inclined to think that any Ministers or officials

who attended your conference would find themselves in an awkward spot
and their attendance could easily inhibit the kind of wide-ranging
and free discussions you evidently have in mind. I should not

be surprised, therefore, if Lor d Socames and the others to

whom you copied your letter felt that they were unable to accept
your invitation. : i

Ray Whitney, Esq., OBE, MP.




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

i

HOUSE OF COMMONS
LONDON SWIA OAA

15th October 1980

The Rt. Hon. Lord Soames, B.C., G.C.M.G., G.C.V:0., C.B.E.,
Lord President of the Council,

Civil Service Department,

Whitehall, ;

London SW1A 2AZ

As I understand it, the current in Westminster and Whitehall
is running very strongly for the re-absorbtion of the Ciwvil
Service Department in the Treasury. I believe that before
final decisions are taken, it would be very well worthwhile
to have a careful look at an alternative possibility - the
creation of a Prime Minister's Department.

I enclose a copy of an article floating this idea which
The Times carried on 6th October. Obviously, it was not
possible to go into many of the details in the space of one
thousand words but I hope I have managed to convey the general
idea - which is not, of course, a new one,.

With my own previous experience in the Civil Service, I
can well understand the Pavlovian response which such a concept
is likely to have provoked among the ranks of my former
colleagues — and probably among any Ministers who may have
focussed on it. However, before it is finally buried within
departmental minuting, I should like very much to give the
idea a little more air. What I had in mind was a short
conference (half-day?) to which appropriate interested parties
might be invited. I have mentioned this briefly to Sir Max Beloff
and Professor Hugh Thomas and I believe they would wish to
be associated with such a venture. Indeed Hugh Thomas has
kindly said t&hat the Centre for Policy Studies would be prepared
to act as host and it may be that Sir Max could be persuaded
to chair the proceedings. ' ‘ .

I should be very grateful to know whether, in principle,
you would support such a conference and whether you or other
of your ministerial colleagues and senior civil servants
would be prepared to participate.

... continued




Loré Soames,
'15th_October 1980

If we were able to launch the conference, I would invite
an Australian representative - perhaps from Australia House -
and possibly politicians of the three parties. Would you see
any objection to press participation,' perhaps subject to
Chatham House rules?

I gather the Chancellor of the Exchequer is following
this debate with some interest - not surprisingly considering
what the merger of the C.S.D. with the Treasury might mean for
him and his colleagues. I am therefore including him on the

distribution list.

-

R

c.c. Ian Gow, Esq., M.P., Private Secretary to the Prime Minister
The Rt. Hon. Sir Geoffrey Howe, 0Q0.C., M.P., Chancellor of the
Exchequer

Sir Derek Rayner




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

!

HOUSE OF COMMONS
LONDON SWIA OAA

9th December 1980

The Rt. Hon. Mrs. Margaret Thatcher, M.P.,
10, Downinag Street,
London SW1.

el A
wea)

Could you spare me ten minutes to have a word about
Whitehall mechanisms? :

l'

I am sure the machine could be more responsive and in
The Times of 6th October suqggested this might be achieved
by a Department of the Prime Minister and Cabinet. Ken Berrill
spoke on similar lines at London University on 4th December.

After further examination, I now believe that good results
could be obtained by a relatively simple reorganisation at the
Centre without the problems inevitable in the creation of a
new department. A suitably strengthened Cabinet Office/C.P.R.S.,
to which might be added the essential policy functions of the
C.5.D., could provide the answer and no change of name need
be involved. (The executive responsibilities of the C.S.D.
which have to be retained could be brigaded with the Civil
Service Commissioners.)

With the co-operation of Hugh Thomas and Max Beloff,
I propose to organise a conference to discuss these possibilities
but before going much further, I would be very grateful for
the opportunity to discuss them briefly with you.

c.c. Ian Gow, Esq., M.P.




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

.HOUSE OF COMMONS
LONDON SWIA OAA

10th December 1980

Alfred Sherman, Esd.,
Centre for Policy Studies,
8, Wilfred Street,

London S.W.1l.

CDJ’-“ : e"“JL|
Many thanks for your letter of 3rd December enclosing

Terry Price's note of 29th November on strengthening the
Centre. :

I am delighted the note will be discussed at the Constitutional
Conventions lunch on 17th December. However, as I hope to be
in Washington next week I offer below my own comments and a
repcrt on the present state of play of the campaign for a .
.Prime Minister's Department. . '

Professor G.W.Jones of the L.S.E. (close to Wilson I believe)
has just produced a paper against the case for a P.M.D. It
usefully summarises all the arguments on that side and has
served to strengthen my own view that we almost certainly do
need a P.M.D. Previously my position was that this proposal
was at least well worth discussing. I enclose a copy of Jones's
paper, with apologies for my marginalia.

The (apparent) decision not to go ahead with the reunification
of the C.S.D. into the Treasury clears the ground. Had that merger
taken place, the mandarinate would have had the excuse of "one
change at a time". i

_ Ken Berrill, with his special background and different
political viewpoint, lent powerful support to the idea of a P.M.D.
in his Stamp lecture on 4th December. He believed, however, that
‘this step had to be prepared by "a Party in Opposition" and seemed
to be thinking in terms of change in five years or more. We

do not have that long. '

I believe there is a way out - and this is the only point
where I would differ with Terry Price's note. We could simply
strengthen the Cabinet Office/C.P.R.S. and take in from the C.S.D. what
was described in the recent Hawtin-Moore report on the pronosed




Alfred Sherman, Esq.,
10th December 1980

Treasury merger as "the small minority ... inside the central policy
core" (para. 10). (Those necessary executive functions now

carried out by the other 5,000 in the C.S.D. could be operated
within the Civil Service Commissioners' mechanisms.)

This manoeuvre would lie within the traditional Whitehall
approach of "evolution", and therefore would be fairly easy to
present. There would, of course, be important issues of staffing
and tasking of the "new Cabinet Office" to be settled.

I understand the Prime Minister remains extremely doubtful.
I am sure this is largely because it has not been made clear
to her what is involved. She would not become "Minster of Everthing"
and would not be denied her own personal advisers or lumbered
with running a major department (see Jones below). I am meeting
her on Monday, 22nd December when I hope to spell things out
to her.

My Times article of 6th October attracted a good deal of
interest, mostly academic. It therefore seems useful to hold
a conference and Hugh Thomas said he would be prepared to sponsor
it and Max Beloff is ready to take the Chair. I wrote to
Christopher Soames on 15th October inviting him and other ministers
and senior officials to take part but have, so far, had no reply.
I was hoping to hold the conference towards the end of January
but recognise that timing is now very tight. I believe the
next essential step will be to.get a positive (or at least a
non-negative) reading from “the Prime Minister.

I am sending coples of this letter and enclosures to all
members of the Constitutional Conventions group.
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N AUSTRALIAN REMEDY FOR WHITEHALL'S ILLS?

by Ray Whitney

There "are two sets ef problems which face British governments
of every complexion - how to develop and project a cohes;ve set
of polipies when, inevitably, the Cabinet represents a balance
of forces, and how to tfansfop@ the smthering octopus of the
civil service'so that the talent it pessesses can be better used
: ’Eor'the modernisation of Britain. ;
] . :
In 1968 Harold Wilson turned to Fulton and his colleagues but
fatally hamstrung thelr efforts by confining them to the civil
service. They were not allowed to look at the machlnery of
government. A decade ago, David Howell, now in Mrs Thatcher4s

Cabinet, examined the problems in pamphlets advocatlng a '"new

style" of qove nment

They make depressing reading today, when the_strpcture he eritic;Sed
is virtually unchanged and‘the situation is worse. In 1970.Ted
Heati set up the Think Tank. In 1974 Harold Wileon formed a Policy
Unit. In 1979 Margaret Thatcher recalled Sir Derek Ravner to work

again on the civil service machine.

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

and quick acting.

The bitter irony is that a solution hae been on hand for a long
time. It is one which could soon produce a more integrated government

effort ahd also create the conditions for a fundamental overhaul

of the administrative machine in the longer term. That solution
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-!'le be the creation of a Prime Minister's Department.

This idea has been resisted stea&iiy by Ministers and mandérins,
each group fearing that it would encroach on their own preserves
of power. Even Pfime Ministers have opposed it. Hﬁkold Wilson
preferring his own Byzantine manoeuvering condemned it as a
"delusion" and quoted with approval the assessment of Professor
G.. W. Jones that with such a Department a Prime Minister's

*personal power and influence might be reduced.™

Opponents of,alprime Minister's Department sometimes seek to

support their case by pointing to experience overseas but take

their examples from countries such as the United States and Franée
whére_fhe constitutional, political and histbrical tradiﬁioﬁs differ

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

valid case study is available.

Australia has had a Prime Minister's Department for nearly seventy
years - and it works. It has changed over the years and it is
certainly not nithout either faults or critics but there are few,
if any, Austraiiéns in‘pubiic-life who do not regard it as an
essent;al part of the government machine. They find it difficult
to undergtand how we cqh operate in Britain without a comparable .

arrangement.

The Prime Minister's Department in Canberra fulfills the samé function
as our Cabinet Office in servicing tﬁe Cabinét and its various
Committees but it also doés_é great deal more. It is not merély

a machine for shuffling the paper or even just for acting as

arbitrator between Ministries in dispute. It operates eight




.Lvisio_ns which cover, the whole range of goﬁernment acitivity
'and seek to achieve the maximum degree of co-ordination between
the Ministries, in line with the overall policy laid down by the
goverhment of the day. ]
The Department is charged with assisting not oniy'the Prime Minister
but the Cabinet as a whéle and has not meant that the Prime Minister
*Pecomes "Minister of everythihg“. It ensures that the discussion

of any new policy proposal is as informed as possible - which should

surély be the aim for British Cabinets. For example, in Whitehall

the rule that papers for discussion by Cabinet Committees should be
received by pafticipants 48 hourslbefore the meeting to reduce the
pﬁssiﬁiiity of opposition being mobilised by other Departments.

In Australia the Prime Minister insists-ghat; except for émérgency

issues, papers should be circulated by his Department ten days ahead

offfhe'aiscussion.

Each division of the Prime Minister'é Department is staffed by high-
quality people who are very experienced in the speciality they are
covering.  They are well equipped to probe and prod the other
Ministries to eﬁsuré that each pfoposal ﬁut_fo the Cabinet oY 1its'
various Committees has béen fully researchéd and that the policy
issues at stake are cle@rly spelt out. Sometimes they go too far
‘and'afe disowned by the Prime Mihiéter. They accept this as an
‘occupat{onal Hézard, recognising the democratic necessity of

political control.

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

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

past and present - that British Cabineta need a similar service.
Ministers tend to be so overwhelmed with the burden of running
their own Departments that they usually have little time, energy
or resources to concentrate or matters which are not their
immediate concern, The temptation to say "That is X's problem.

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

The creation of a Prime Minister's Devartment could well 1ead to
a reduction rather than further prollferatlon of the bureaucracy.
Nor would sl really involve a major upheaval - simply a. re-deflnltlon
and expansion of the current responsibilities of the Cabinet Office.
A Prime Minister's Department could with great advantage to the
o efflclency of the government machine, roll up the func ions of the
Cabinet Office and its agencies (including the CPRS which, under
Sir Kenneth Berrill, declined sadly from the position it eﬁjoyed
:under Lord Rothschild), the civil serﬁice department, which has
failed so lamentably to realise the ﬁopes of the Fulton Committee
and the Civil Service Commissioners. Other Eandidates fer‘inclusion
would be- the Exchequer and Audit Denartment and the Central Office .
of Infermatlonh There would be great scope for staff economies

as well as enormous improvement in policy co—ordlnation.

.I do not underestimate the powef of the forces of inertia and

vested interest to defend our present inadeéﬁate eysﬁem but‘I.
believe:that there is an overwhelming case for examining carefully
the Australian experience of the operation of a Prime Minister's
Department. We must find.—,and quickly — a mechanism suited ao
present realities rather than to Cabinet government as it functioned

in the nineteenth century.




Yhy Britain Does lNot Need a Prime Minister's
Department

G. W. Jones

. .-I+ has become fashionable again to argue in favour of the
establishment of a prime minister's departiment. This theme \S gLﬁﬂkfﬂk
every five &ears or so with some article in the press (e.g. Ray Whitney,
Conservative M.P. for lycombe, in The Times 6th October 1980) or in
some academic lecture, often of reflections by a distinguished retired insider (e.g.
Sir Kermeth Berrill, farmer head of the Central Policy Review Staff, in his
Stamp Memorial Lecture, 4th December 1980). On past experience, after
a flurry of debate the issue will sink, torpedoed by hostility from
ministers and civil servants wha_fear that their power and that of their
departments will be reduced by an increase in the prime minister's power.
However, the arguments against the establishment of a prime minister's
denartment are not based just on the resistance of vested interests,

More reputable objections are that it would.disrupt the delicate
constitutionglﬂhg}ance.gﬁ;jgyg_ggijiqg_gz§tem of government and damage the

i S s et b
policy-making process at the centre. It would also weaken the power of

T T ST

the prime minister.
e

The arguments in favour of a prime minister's department are based
" on faulty assumptions about the'appropriate roles of the prime minister
and cabinet in the British system of government. The British system is

' ministerial government: powers and duties are allocated to ministers, not

——
s

to the prime minister or cabinet. The.purpose of the cabinet is to

—

provide an arena where divisions between the ministers can be reconciled,

and the purpose of the prime minister is tT:§;;Est his process of

reconciliation. In cabinet the major politiEET issues are identified
"‘"—-——-—-"‘—

and clarified, differences of opinion about them are explored and assessed,

and finally an agreed solution is reached to reconcile the varying views.

The prime minister's role is to help her colleagues attain consensus.




She must ensure thé&uiii relevapfﬂggig;gns and_gsgectE_EEEthEES?sqd, 3
and mediate between the contestants to facilitate their reaching a
decision to which all can adhere. Prime ministers vary in whether

- they can persuade their colleagues to agree on the lowest or the highest

common denominator.

The prime minister cannot help her cabinet colleagues arrive at
a wified decision if she is the protagonist of a particular line. As
a contestant herself she will be a pressure for dissensus, acting against

" the interests of some others., Her role is to be a chairman, assisting

b S

in the process of crystallizing collective agreement.

If she is backed @she will be enéouraged to

become the advocate of the policj promoted by her department. She will
not be regarded b& her éahinet colleagues as an honest broker and

4+ facilitator but as a threat. She will be pitched into the power struggles
of cabinet wrangling, especialiy if she has committed herself to a specific

outcome at an early stage of proceedings. Her concern should not be with

ﬁgffifigﬁggzggmes but with achieving consensus. But through her ovm
department she will become identified with specific outcomes and will. thus
become embroiled in disputes with her colleagues. Her role will then
undermine not sustain cabinet solidarity. Therefore the establishment

of a prime minister's department will frustrate the main objective of the

prime minister.

Rather than championing particular pblicies the prime minister's .
concern should be with "meta—policy" and the relationships between
policies: that is with managing a process of decision-making. Her role

~is 1o help forge politicélly acceptable solutions, and to relate policies

together in an order of priorities by providing a coherent theme, tone or
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philosophy. Her contribution is not to be a substitute for her
ministers but a supplement; not to involve herself in departmental

policy-making but to focus on the handling of crises and issues that

- cross departmental boundaries. ‘-‘h*__-_-—Hﬁhh“‘_——‘*_“*“ﬁﬁhﬁ_ﬁ

-‘-‘—--"_'-h—_

——l

A prime minister's aepartment will tend to develop and press for
its own-view of what should be done. It will urge this liﬁe on the
prime miniéter,'who wil; find herself adoping the'positiun of her
department. The alternative danger.is that the department will simply
reinforce the prejudices of the prime minister and uncritically encourage
her t6 advocate a particula? policy. In either eventuality her proﬁosalé
will suffer from.serious defects. Her departmenf can never be as informed
about any policy and its conséquences as the department with responsibility
for its implementation. Aloof.from maﬁagement and execution the prime
minister's department will be cut off from critical policy debates and
;ontacts with those most affected by departmental operations. Also her
department could never match the analytical capacity of ministerial.
departments. Its interventions will be regarded a2s naive and meddlesome,
and its policy prescriptions as ignorant and damaging. A gulf will widen
between the formulation and impleméntation of policy, when what is
qeeded is to bridge that gap. The prime minister's task is to mobilise
the resources of the departments to achieve the collective purposeSof the

cabinet. She needs to promote trust not distrust. A prime minister's

department will not aid cooperation.

A prime minister's department will also make it even more difficult

for the prime minister to cope with the appalling burden of work that falls

on her, Her first priority will be to respond to her department's
'—"-\_________,_._.———-———_"_'_""“———-_.‘ o
demands, to the flow of papers it produces and to ~— Tequests. for

e e e e




attention from her staff. It will tend to set‘her agenda. Her gaze
will be dlstracted avay from conslderlng the problems of government as
a whole towards what worries her department She will be overloaded
as she adds to her responsibilities for manag1ng her cab1net the |

respons;blllty of running a department. She will then be urged to

appoint personal aides to asslst her in controllzng the department and

40 ensure it does not develop a bureaucratic momentum of its own.

that the prime.minister nééds is a loosely structured and flexible
arrangement of assistants-that can be easily adapted to her style of
working and to changing needs and problems. There should be (i) her
personal, "household”, staff, responsible for her daiiy schedule and
cting as her gatekeeper; (ii) her political staff, linking her to her
party, providing policial comment, and probing the political implications
_of policies; (iii) her public relations staff, linking herlto the media
and advising on the presentation of policy, and (iv) her civil service
staff, linking her to the departments and the ongoing processes of
government, providing data, and ensuring she is fully informed from the

administration.

' For policy advice she should turnnot to her own department but to
a wmit available.to all cabinet ministers, a central "cabinet office”
covering both short—term and longer term perspeétives. Its role would
be to process departmental submissions for cabinet consideration, ensuring
that relevant options are taken into account, thai issﬁes are defined .
and clarified, and that aspects missed by ministeriaildepartments are
expressed. Such a central office will serve not only the prime minister
but her colleagues too and be a force to gtrangthen not weaken collective

decision-making processes.
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Some prime ministers itch to run a department of their own, but
whenever they have succeeded, or come close to succeeding, in Britain
;nd in oéher count;ies, the experience has been disastrous. Decision-
m;kingbhas not been improved; distrust ang’éisunity‘have beeﬁ
stimulated; and the personal standing of the prime ministers has

diminished. They become entangled wnnecessarily in disputes with their

colleagues; they are often defeated in cabinet and lose support; and

they canmot perform effectively their major objective of furthering

cabinet solidarity at the highest common denominator.




10 DOG STREET /y%
AW |




g( K %‘Lﬂ‘ku}. Leche on CQen'g DQQJ(} A‘N Pv#"“

Just about a year ago I settled back in a seat down there in the audience

to listen to the 1879 Stamp Memorial Lecture given by Professor Dorothy
Wedderburn on her work with the Diamond Commission on the Distribution of
Income and Wealth. It was a distinguished occasion - informative, stimulating
and scholarly, with that attention to statistical fact and inference which

Stamp himself would have admired.

Had I that evening been casting my mind forward to this year's Stamp Lecture
I might have imagined myself once again listening to it and enjoying it

but not for one moment would I have imagined myself in the much less relaxing'
role of lecturer. For what have I to say that could possibly measurxe up to
the standards of the past? So when I received the invitation I should, on
any rational grounds, have said "No". But wholly unexpected honours induce

temporary euphoria. So I said "Yes" in haste and repented at leisure.

At leisure I wondered just what the powers that be had in mind when they agreed

to my name. Was I being asked as an ex-Chairman of the University Grants

Committee to speak on some cwent issue in higher education? Perhaps so; but
for many in this audience listening to a discourse on such a subject would

be far too much like work and I think you deserve to be spared that. So,
rightly or wrongly, I chose to speak not on a subject drawn from my 25 years

in higher education, but on something drawn from my last 7 vears experimce in
Whitehall. I chose "Strength at the centre - the case for a Prime Minister's
Department" partly because it is an issue of some importance and interest and
partly because, in contrast to some other countries, here in the U.K. the
subject has excited comparatively little public interest or debate. In this
respect per haps the greatest contrast is with the United States where the
Presidential form of government means that the Head of Government has many
direct and legal responsibilities placed on his shoulders which in cur system
are born by individual Cabinet Ministers. It is not surprising, therefore,
that the past 40 years should have seen study after study on the theme "what
help does the President need and how should it best be organised". The work
load on the President can only be described as awescome and the support system
almost equally so,for in the White House and the Executive Office of the
President we are talking of a cast of literally thousands all working to
support the President in his executive role; including men of great power as
Presidential aides able to transmit what they interpret as the President's

wishes to the departments and bureaux,
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Washington is indeed a very different world from Whitehall and in what I have
to say about the role of our Prime Minister in the United Kingdom and the

need for support in that role I am not confusing our system with a Presidential
one. Unlike the United States, our Cabinet Ministers are senior elected
members of the legislature_in their own right with major responsibilities

for which they are directly answerable to Parliament and to the courts.

I am well aware that it would be quite inappropriate for us to try to emulate

Washington in the support system which we provide to our head of government.

As I have said, given the U.S. Presidential system , it is not surprising

that the organisation of the White House and the Executive Office of the
President should have been fairly continuously in the public eye. What'

is more surprising, to me at any rate, is the contrast between the United
Kingdom and a number of other countries with a Prime Ministerial Cabinet system
of government such as Canada, Australia, Germany. In those ccuntrieé

there has been considerable public analysis both of the role of a Prime
Minister in the world tcday and the extent and type of support which that

role demands. In the U.K. there have indeed been writings on the role of
Prime Minister - by academics and by politicians such as Patrick Gordon-
Walker, Richard Crossman notably in his Godkin Lectures, and by John MacIntosh.
But in contrast to say Germany and Australia the support system has excited

comparatively little attention.

It might be thought that one reason for this is the traditional low profile and
confidentiality of those who work at No. 10 and the Cabinet Office. I deo

not myself regard this low profile and confidentiality as vitiating discussion
of the Prime Ministerial support system, but perhaps I shculd make it clear

that nothing I will say tonight will add to the facts which have already

been set forth by politicians such as Gordon-Walker, Crossman or MacIntosh

or more recently the the Whitehall correspondent of The Times.

It may be however that lack of public discussion is due to a general acceptance

of John MacIntosh's view that the present arrangements are wholly adequate.

As he put it "Harold Wilson (notoriously a fast reader) found that No.lO
and the Cabinet Office provided all the material he could cope with, so it is
agreed that there is sufficient advice and support." The more fundamental
question is not whether the volume of advice presented to a Prime Minister is

adequate but the depth of work and knowledge behind that advice.
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But before I turn to the support system let me first speak about the role of
Prime Minister in Britain today. This has been well enough analysed by
others. A Prime Minister has immense powers of patronage. The power both
to form an administration and to decide when to end it. The power to appoint
Ministers and the power tﬁ drop some of them in what is euphemistically called
a re-shuffle.

Parallel to these powers of appointment are the powers to decide the machinery
of government - the organisation and reorganisation of ministries and
particularly the organisation of the business of Cabinet and Cabinet Committees.
As is now well known, the weekly meeting of Cabinet concentrates on foreign
affairs, forthcoming business in Parliament and major issues such as a public
expenditure review. The bulk of discussion and decision in all areas is
necessarily delegated to Cabinet Committees. The Prime Minister decides the
membership of those Committees and who should be Chairman of those Committees

not chaired by the Prime Minister.

As we all know, to be Chairman of any Committee can be a position of great

strength. The Prime Minister (or the Senior Minister appointed as Chairman

of the Cabinet Committee) determines the agenda and the distribution of papers.
el

A Cabinet Minister can always decide that he would like to bring a matter before
his colleagues and if it involved legislation would always do so. But the

Prime Minister (or chairman) can always insist that he does so and ask for the
necessary papers to be circulated - perhaps after inter-departmental consultation.
Clearly it is important for the Chairman to have a good idea of all the issues
which are stirring in the area covered by the Committee and one task of a

support system is to constitute eyes and ears in this respect.

As well as deciding on the agenda and seeing that the necessary papers are
circulated, the Prime Minister (or chairman) controls the order of speakers,
decides if further work is called for and how it should best be undertaken,
and finally, sums up the "concensus" of the meeting on the basis of the
discussion. That 'summing up of the concensus" is vital for it appears in the
minutes circulated next day throughout Whitehall and forms the operating

instructions for implementation of the decisions.

In addition to the formal business of Cabinet and Cabinet Committees there is
a large volume of inter-ministerial correspondence on important issues, the

great bulk of which is seen by the Prime Minister, who can intervene with a




query, express an opinion or pull the matter more closely into the
No. 10 orbit by calling in the Minister for a talk, setting up a Working

Group or whatever. The system of Cabinet, Cabinet Committee and inter-

ministerial correspondence mans that there are few issues being argued between

Ministers of which the Prime Minister is not au courant and on which
therefore the Staff at No. 10 and the Cabinet Office may be asked to give

advice.

The power of a Prime Minister to intervene in any field at any time is clear
enough (and Prime Ministerial intervention is a significant force indeed).

The more interesting cquestion is why they should feel the need to do so? There
are a number of reasons and taken together they seem to me both to explain

the increase in the role of the Head of Government in most industrial

democracies and to suggest that this increase will continue inexorably.

The first and perhaps the most powerful reason for Prime Ministerial inter-
vention can be expressed in the form "The Centre is the guardian of the
strategy and the Prime Minister is the mainstay of the centre." In opposition
Shadow Cabinets can spend a considerable amount of time working out their
strategy for putting the country to rights when they get back to power. Each
member of the Shadow Cabinet has a Department he is shadowing but since he

is not actually in charge its problems do not pre-occupy his mind.

Inevitably things are different when the Shadow Cabinet becomes the real
Cabinet and each member moves into his Department, for the basis of the
Departmental system is that each "fights its own corner". The regional
departments (Scotland, Wales, Northern Ireland) fight for the interests

of their areas. Defence, Industry, Transport, Education, Health, etec. do

the same. Their job is to fight for their own programmes, their own public
expenditure, their own share of the legislative timetable. Inevitably they
come to see the world and any proposed action in terms of the possible effect
on their particular interests and cbjectives. So much so that after a year
or two's experience at the centre cne can predict with a high degree of

certainty each Department's arguments and views on any topic on the agenda.

It is also a well observed fact that the longer Ministers have held a
particular portfolio the more likely they are to see the country's problems
inereasingly through the eyes of their Department and less in terms of the

strategy of the Government as a whole. Of course this is never universally




S

true, but it would be strange if it were not usually so, given the very long
hours they spend immersed in the detail of their Depaktment‘s affairs and
the continual batterings they get on those affairs in the media, in Parliament

and from the ever more professionally organised pressure groups.

But the sum of spending Departmentd interests can be a long way from adding
up to a coherent strategy and no one is more aware of this than a Prime
Minister. A Prime Minister knows only too well that the Government will be
judged at the next election more on its overall performance than on its
success or failure in particular departmental areas. Prime Ministers know
too that time is not on their side. In the 35 years since the end of

World War II we have had 9 different Prime Ministers - an average period in
office of around 4 years each. The longest anyone has achieved was Sir
Harcld Wilson with B8 years and that was split into two separate periods. So
a Prime Minister has to think in terms of a 4 year time horizon. in which the
Government strategy has to be seen to be working sufficiently well to achieve
re-election. HEence the importance of sufficient "strength at the centre" to
hold the balance in any decision between the requirements of the strategy

and the crosspulls of the interests of the different spending departments.

It is, of course, not just the Prime Minister who has the task of trying to
maintain this balance. The 'centre' is the 'troika' of the Prime Minister,
the Chancellor of the Exchequer and his Ministerial team and the Foreign
Secretary and his team. The cohesian of this troika is crucial yet even these
three elements do not always pull naturally in quite the same direction, for
the Treasury and the F.C.0. too have their Departmental pre-occupations.

The Treasury is liable to approach every decision concerned mainly with the
effect on the balance of the domestic econcmy and the F.C.0. pre-occupied
mainly with the effects on our relations with other countries. The troika
may, at any time, have the support of certain spending ministers who continue
to put adherence to the strategy over departmental considerations. But in

general terms the troika is the centre and the centre has to hold.

It was Richard Crossman who said that "perhaps the biggest task of a Prime

Minister is to stop the fragmentation of the Cabinet into a mere collection
of Departmental Heads." It is this task of preserving the balance between
strategy and departmental interests which provides the first, crucial reason
for the width of involvement of a Prime Minister across the business of

Government.
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The second reason for widespread Prime Ministerial concern and inveolvement

is less basic but is a powerful influence nonetheless. It is the tendency

of the media and the public to hold the Government responsible for virtually any
problem that arises in beth the public and the private sectors and to identify
the Government's reaction to the problem with the persona of the Prime Minister.
Internationally as well as domestically Governments are expected to have a

view, a policy, a programme of action for virtually everything. The policies
have to be both positive and 'caring'. Statements along the lines of

"there's little we can do about it" or "yes, it is unfortunate and unfair but

a lot of life consists of rather rough justice" are not popular,

This wide public expectation of the role of government is allied to the
increased personalisation of Government which I believe stems mainly from
Television. The Teolevision camera peering oh so closely at every flickering
emotion across a politicians face gives the public the belief that they'

know him as a person, can judge his character and how he will act. In a
Presidential system the powers of the Head of Government are so immense that
this approach tc voting may have more merit. It is obviously less so in a
Prime Ministerial system and more weight is indeed given by the public to the
persona of Cabinet Ministers. But at bottom the media and the public think
and talk of Mrs. Thatcher's government or Mr. Callaghan's. They lay the
ultimate responsibility for virtually every act or omission by the Government
at tﬁe door of the Prime Minister who must expect to be attacked on any of
them and be ready to answer in any interview. Small wonder then that a Prime
Minister should feel the need to try to keep an eye on everything and be
tempted into fire-fighting intervention on issues which look like causing
political difficulties.

The first two reasons for very wide Prime Ministerial involvement are then

(1) the need for the centre to keep the balance on every decision between
departmental objectives and strategic objectives and (2) the need to be ready to
answer to'the media for virtually every government action. The third reason,

and in recent years it has become one of ever increasing weight, is the

growth in personal centact between Heads of Government, to such an extent

that we expect to read daily in our newspapers of personal visits by one

Head of Government to another.

These contacts take place at formal "summits" in a variety of different fora
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. (EEC, Commonwealth, major O.E.C.D. countries, etc.) by bilateral visits,

and through unpublicised messages and telephone conversations, To take the

EEC: we are all very much aware that the founding fathers greatly under-
estimated the part that would be played in the operation of the Community by

the various Councils of Ministers (Agriculture, Enexgy, Finance, etc.). We

are all aware too that very major issues, such as the U.K. contribution to

the EEC Budget have to be hammered out by Heads of Government personally often
through a complex package of measures involving many Departments of State.
Preparation for these summit meetings, be they bilateral or multi-lateral,

has therefore to be over a wide canvas. For even if thexe is a previously
agreed agenda this -is usually wide enough in all conscience. But there may
well be non-agenda items which we on our side would like to raise if the occasicn
is ripe and we have to be prepared for anything the other side may raise.

These issues may be political, military, economic or social. They may be

raised in general terms or in considerable detail, particularly in bilateral
discussions. A Head of Government cannot always have the relevant Cabinet
Minister by his side nor leave it to him to do all the talking. The Head of
Government must know the facts and have views on the objectives, the strategy

and the tactics across a very wide range of issues in their international context.
The importance of this preparation and briefing hardly needs stressing for if
Heads of Government come to an understanding, even an informal one, that is

bound to have a major influence on policy.

No matter what his priorities, in today's world it is just not open to a Head
of Government to devote himself very largely to his country's domestic
problems. In a country like Britain the Prime Minister is involved every

week and sometimes every day in international visits and contacts, and the
frequency seems continually to rise. This international involvément provides
the third powerful force which is moulding the role of Head of Government

towards a wider and more ‘interventionist role.

So far in this lecture I have been concerned with the role of a Prime Minister
and with the forces which, as I see it, are moulding and expanding that role

in most major Parliamentary democracies. That role and those forces constitute
the case for what I have called "strength at the centre". The centre clearly
cannot leave all industry issues to the Department of Industry, agriculture

to the Ministry of Agriculture, etc. There must be some degrce of parallel
competence in the expenditure divisions of the Treasury and in the Foreign
Office. But what of the Prime Minister? What kind of support system does

a Prime Minister need and has this system developed adequately in parallel
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with the degree and width of Prime Ministerial involvement?

Well, there has been little development inside the cramped confines of

No. 10 Downing Street. Television has made the entrance to No. 10 the most
famous front door in the country - a sharp contrast from before the First
World War when Margot Asquith complained that no taxi driver could find it.
No. 10 is a surprise in many respects, particularly to overseas visitors used
to the much grander looking offices of other Heads of Government. The
narrowness of the street, the absence of armed guards at the door, the closeness
of the public to the arriving visitors. The small terraced house facing
Downing Street conceals of course the much bigger house joined on behind which
looks out on Horse Guards. But in administrative terms the impression from
Downing Street is the correct cne. The Prime Minister's staff at No. 10
remains as it always has been, very small indeed. If we want toc look for
changes in the support system it is through the door at the back of No. 1C
into the Cabinet Office that we need to look.

Here there.has indeed been organisationally almost continuous change. The
creation of a European Unit to co-ordinate Whitehall's approaches to Brussels;
the creation and then dissolution of a Constitution Unit to handle devolution
to Scotland and Wales; the creation of a Central Policy Review Staff and then
later the creation of an Advisory Council for Applied Research and Development
serviced by the CPRS and the incorporation of the Cabinet Office Scientific
Unit into the CPRS; the accaﬁmcdation of individuals with specific remits

like Lord Ryder and Sir Derek Rayner, and so on.
S el s

I realise that it is difficult for an outsider to see how the shape of the

Cabinet Office may be changing for its constituent parts must seem so amorphous,
For what has the large Central Statistical Office in common with the small
C.P.R.S.; the assessment staff with the European Unit, the Secretariat with
the Civil Contingencies Unit, ete.? And how far are each of these units a
support system for the Prime Minister rather than for the Cabinet generally?
Perhaps this very difficulty of identification is part of the explanation of
the lack of public discussion in the United gingdom of this support system

question. .

Other countries have equally been in a state of flux cver the organisation

of their support system for Prime Minister and Cabinet, but usually with

more public discussion. In the years in which I was lead of the Central
Policy Review Staff thére was a stream of visitors from other capitals looking

at how we in the CPRS did things.
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They asked very pertinent questions, tco. In what sense were we non-
political? Conld we really move immediately from being very close to

the Prime Minister of one administration to a Head of Government from another
political party? Did thg Departments starve us of the vital facts?

Did we have a rough time if we disagfeed openly with a Senior Cabinect Minister?
How far did we work on the things we were told to look at, or did we initiate
work for ourselves? How much work was strategic and long term, and how

much short term and tactical? How much of our product went to the Prime

Minister perconally and how much to Ministers collectively? How much of what

we did was made public? etc.

All good questions, asked against a different political and administrative
background in each capital. It was clear that many of our arrangements

were just not transplantable to the other place and vice versa. Each country
was working out a slightly different solution. In particular no two places
brigaded the same functions intoc the equivalent of ocur No. 10 and Cabinet
Office. i :

But one general impression remained, which was that none of the countries

with a Prime Ministerial system gets to anything like the size of the White House
and the Executive Office of the President: but several countries which one might
reasonably compare with the United Xingdom have settled for a Prime Minister's
Départment and Cabinet Office complex which runs towards the 500 staff mark.
In the United Kingdom our numbers are boosted by the inclusion of the Central
Statistical Office but this apart almost every visitor to the CPRS I entertained

commented on the small numbers we employed.

The Australian Prime Minister's Department and Cabinet Office is interesting as

an example of a country where there has been a number of re-organisations

and considerable public debate and where the publication of an annual report

gives a fairly up to date picture of size and functions. The size is around

450 staff, organised in divisions, which cover Parliamentary affairs, External
Relations, Trade and Industry, Resource and Development, Welfare, Prime Minister's
correspondence and a Priorities Branch with a function somewhat akin to the

CPRS. For the record the annual report has them servicing in the vear 470
meetings, processing 1,424 papers and submissions and 3,046 decisions. The

United Kingdom is certainly not less complex in this respect than Australia.

The task of a Prime Minister's Department and Cabinet Office needs perhaps some
analysis for at first sight there is an ambiguity as to whether its task is

to serve the Prime Minister or the Cabinet as a whole. There is indeed such
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an ambiguity for the same officials may be performing one function in the

morning and another in the afterncon.

The first function is the traditiocnal and fairly straightforward one of

providing a secretariat for the cabinet committee system. Preparing

the forward programme of meetings and agendas, ensuring that the right papers

are circulated, servicing the meetings, following up the decisions. To say that
this secretariat function is traditional and fairly straightforward in no way
implies that it is unimportant or routine. Quite the reverse. The best laid
forward programmes are swiftly overtaken by new domestic and international events.
Very quick footwork is necessary to see that the papers and meetings keep up.

The very functioning of government depends on this staff work being well
organised and the operational crders which emerge £rom the meetings being

prompt and clear. In this respect the British Cabinet Office is quite suﬁerb.
Nor is the work undemanding. The load is a shifting one depending on inter-
national and domestic events. A series of international meetings whicg

require parallel action in Whitehall can put a heavy secretarial load on
particular sections of the Cabinet Office. On the domestic front ccntinual
inter-ministerial meetings on,say, the details of incomes policy can work another

section almost into the ground.

The second function is to provide neutral (i.e. non departmental) chairmen

and seéretaries of interdepartmental committees and working groups of officials.
Departments look for a neutral chairman because the very disparate nature of
their interests means that they are reluctant to trust one of the other spending
departments in the powerful position of chairman. In principle any one of the
central departments might perform the function but as time goes by the task

seems to fall more and more to the Cabinet Office.

Providing neutral chairmanship for an interdepartmental committee of officials
can be, as I know only too well, a frustrating task. The object is to obtain
for Ministers an agreed report with clear conclusions and recommendations

all in as brief a compass as possible. Each departmental representative on the
committee is fighting not only for the interests of his Department but for the
inclusion in the text of particular points or reservations which seem important
where he comes from’if to no one else around the table. The result is often

a reasonably short report with an unreasonabla number of appendices to sweep

up the departmental points.

This function of supporting the work of the Cabinet Committee System by providing
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a good secretariat and neutral chairmanship of official committees is
important and non-controversial. In the past there have been some who
believed that! this was basically all that was needed. It was argued in
Australia that if Ministers were well chosen and departments well organised
(including the Treasury and the Foreign Office playing their role at the
centre) then the role of a Cabinet Office should be almost entirely
secretarial and co-ordination and a Prime Minister needed little in the way

of a parallel advice system.

I doubt if this picture ever really held true - at least not for many years.
Prime Ministers have long expected advice from their Permanent Secretary -
the Secretary to the Cabinet - and the briefs for the chairman of any Cabinet
Committee have long contained analyses and advice on the'issues raised on the
agenda. But whatever happened in years gone by the position today is clear
enough. For the reasons which I have outlined in this lecture the role of
Head of Government has, necessarily become increasingly activist and
interventionist over a wide spectrum. For very good reasons, which I have
also described, the Centre cannot just accept the analysis of the spending
departments. The need for a parallel capacity to monitor, analyse and advise
has always been present and has grown stronger., But where in the centre

should it be?

Traditionally it is located in the Ministry of Finance (the Treasury) with
something much slimmer in the Foreign Office. Why does there need to be
anything additional in the Prime Minister's office? Partly because, as I have
said, the Treasury and the Foreign Office although part of the centre look at
things from their own special points of view; the Treasury tends to be pre-
occupied with the effects on the balance of the domestic economy - particularly

with the short-term effects on public expenditure.

No. Prime Ministers need and expect an advice system of their own; to help

in the work of Cabinet and Cabinet committees, in their reaction to issues
raised in Ministerial correspondence, in their relations with other Heads of
Government - Not least because of the time factor. Briefs for Cabinet
Committees, reactions to Ministerial correspondence etc. often have to be
prepared at considerable speed. I; would be a very great handicap indeed if
the backQUp for all this was situated in another central department. More

frequent contacts between Heads of Government has increased the extent to which
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the offices of the Prime Ministers in the different capitals are necessarily
in frequent telephone contact. Indeed there is now the standing group of
personal representatives .of the Heads of Government who help prepare the way
for the next summit (Hence the term Sherpas). Here in the U.K. our Sherpa
is the Secretary to the Cabinet. All this reinforces the need for a
parallel advice system in No. 10 and the Cabinet Office.

There is, of course, good advice and bad. As John MacIntosh said, a Prime
Minister certainly gets plenty to read and the question is which advice to
accept and which to reject? Or as Machiavelli put it "Good advice depends
on the shrewdness of the Prince who seeks it and not the shrewdness of the

Prince on good advice".

Nevertheless, if advice is to be proferred at a point as sensitive and influential
as a Prime Minister or to a Cabinet Committee then that advice needs to be

based on knowledge and study of reasonable depth and that takes time and

people.

Certainly I found that in the Central Policy Review Staff. Our work consisted
of a mixture of short-term tactical issues on today's problems and teday's
agenda, and longer term studies which could take many months to complete.

Those long term studies were the capital on which we lived. Several months
work on a subject, seeing people up and down the country and perhaps overseas,
meant that you knew the problems in some depth, knew what you thought about the
issues and, almost equally important, got to know people you could contact for
a quick update. Then when problems in that area come before Ministers again
some time later at fairly short notice one can second guess the sponsor

department from a basis of some strength.

As I have already said, here in Britain the Cabinet Office has adapted
continuously and fluidly to the changing circumstances and the changing need

of Ministers (the EEC Unit, the Devolution Unit, the switch from a Science Unit
to a Council on Applied Research and Development). ° The Central Policy Review

Staff is a good example of this flexibility and pragmatism. Its work load

has shifted continuously between work for the Prime Minister personally and
work for Ministers collectively, and the balance between areas of work has
moved with the interests of different administrations. In the early and mid

1970s it was deeply involved in the macro balance of the economy, in public
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expenditure issues and above all in the details of incomes policy. That

last preoccupation obviously declined sharply after the 1979 election.

A heavy deployment of resources on social policy issues and rclations with
developing countries shifts to industrial issues and so on. By the end of the
1970s the CPRS had been involved at some time or another in virtually the whole
spectrum of Government policy. Shifting partly with its own appreciation of
what was likely to become important in the period ahead and partly with the

changing concerns and interests of the Prime Minister and Cabinet.

The staff of No. 10 and the Cabinet Office works long hours to try to meet the
needs of the Prime Minister and the Cabinet collectivley. In my view it

copes remarkably well with its mixture of roles, and it copes well too with the
shifts in the work load from one area to another. It achieves this in part by
hard work, partly because it is a hand-picked group of very high fliers and
partly by great flexibility and team effort, which is all the more remarkable

in that it is a revolving team all on secondment for a couple of years or so.

It really is a team effort from the front door of No.l0 round through the
Cabinet Office with no false pride of authorship and everyone prepared to help
the man struggling to prepare a brief on a Cabinet Committee item at very
short notice. I have no doubt that it is a good service. The question I
ask is: is it good enough? Do we put into it the resources it deserves given
the trends in the role of Prime Minister and the importance of advice at such

a potentially powerful point?

I have little doubt that if Prime Ministers past or present were asked if

they were satisfied with the service they received the answer would be "vyes".
Partly because it is a good service, and partly because if the answer were "no" the
first supplementary would be "Well, why didn't you do more about it?" Prime
Ministers may indeed be satisfied with the service they have received but

working for years, as I have, on the servants' side of the green baize door

gives one a different perspective.

My thesis is a simple one. In today's world the support system for the Head

of Government is a subject of increasing importance. Our competitors have,

by and large, faced this issue and come to some structured solutions which

have put rather more resources into the area than we have been prepared to do.
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We have preferred to keep a very small staff at No. 10 and rely on incremental

changes in the Cabinet Office and on the flexibility of those who work there.

If there were to be a more public discussion my own argument would not be for
massive change. Britain is a Prime Ministerial democracy, not a Presidential
form of government. I would not envisage a Prime Minister taking more day

to day involvement even in those departments to which they are nominally
connected - Treasury and Civil Service Department.. The Prime Ministerial
load is already too heavy to take on yet more detailed responsibilitiés.

What in my view is at issue is whether a Prime Minister should have a support
system with time to work on problems in some depth across the width of

government activities.

At present the advice is given and very presentably too, but the depth is
inevitably patchy.

An across the board support system for a Prime Minister of adequate depth

seems a simple encugh issue and one where the expense involved is tiny in
relation to the issues involved. A simple question but it raises many

issues. Would these extra staff just be added to the Cabinet Office
secretariat and work both for the Prime Minister and Cabinet or would they

work for the Prime Minister alone? would they all be drawn from the public
service or from ocutside? would they be political or non-political appointments?
etec. I am also aware that though the cost of such an improved support staff
would be tiny in relation to the issues involved, any suggestion for increased
numbers is anathema at present and no Prime Minister could increase staff while

everyone else was being expected to cut back.

But this is a long term question which, if I am right, will not go away but
get sharper with the developing role of Heads of Government. It is also a

question which is better discussed in opposition than in Government, for in

Government time is always pressing, a Prime Minister's support system raises

delicate issues of the balance of power between Prime Minister and members of
the Cabinet and there are enough difficulties which have to be faced so why
disturb something which is working as well as is the Cabinet Office.
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It may be considered when in opposition, but even then the issue of a

Prime Minister's Department is a sensitive one for a number of prospective

members of the Cabinet could well fight shy of strengthening the hand of a

future Prime Minister. This sounds a gloomy note on which to end a lecture,

and some of you may be thinking that I should indeed have done what the powers
that be intended, and spoken some positive thoughts on issues in highexr

education.

S0 I will end on a more positive note. The Central Policy Review Staff was a

significant change in the system at the centre and that was conceived by the

Conservative Party in opposition. Of one thing I am sure: we do need
strength at the centre if as a nation we are to find a way out of our troubles.
The role of aPrime Minister at the Centre has increased, is still increasing
and will not be diminished, We will be foolish if we do not face up to that

fact and structure our arrangements adequately.
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THE ORGANISATION OF THE TREASURY AND ESD

1
The Lord President has noted the Prime Minister's
decision on this which you set out in your
minute of ecember to Sir Tan Bancroft.
He is naturally disappointed that it will not
now be possible to end the uncertainty in the
minds of CSD staff before Christmas.
ey ———

I am copying this to John Wiggins (Treasury),
Robin Birch (Chancellor of the Duchy!'s Office),
Murdo Maclean (Chief Whip's Office), Jonathon
Taylor (Sir Douglas Wass's Office), David Wright
ESir Robert Armstrong's Office), Clive Priestley

Sir Derek Rayner's Office) and Jeremy Colman
in Sir Tan Bancroft's Office.

mmdcl‘
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From the Principal Private Secretary

SIR IAN BANCROFT

THE ORGANISATION OF THE TREASURY. AND CSD

I have shown the Prime Minister your minutes of 10 and 16 December
1980 about the report of the Select Committee of the Treasury and
Civil Service on the future of the Civil Service Department. She has
also seen Sir Derek Rayner's minute of 15 December.

As you know, she decided, in view of the request for a debate
on the Select Committee report which Mr. du Cann made during last
week's business statement, that the next step was for her to see him.
The meeting took place yesterday afternoon, and the Prime Minister and
Mr. du Cann agreed that there was no need for a debate. Rather, they
concluded that it would be sufficient if the Goverment replied to the
Select Committee's report, in the traditional way, with a White Paper.
This would deal with all the Select Committee's concliusions as set out
in paragraphs 27-39 of their report, including the question of a merger
of the Treasury and CSD. The Prime Minister does not propose therefore
to announce by means of a Written Answer this week the Government's
decision on the merger.

I should add that Mr. du Cann said that he hoped that the
Government's reply would give strong emphasis to the need to improve
the quality of management within the Civil Service and would set out the
steps it proposed to take to this end.

Following her meeting with Mr. du Cann, I asked the Prime Minister
whether she would like another meeting with the Chancellor of the
Exchequer and the Lord President before authorising the pPreparation of
the White Paper, but she believes that the weight of argument is

fsufficiently‘clearly
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sufficiently clearly against a merger of the two departments at the
present time for a further discussion to be unnecessary. Similarly,
she does not wish to pursue at present the more limited proposal that
the CSD's manpower and managemeﬁt divisions should be put into the
Treasury. She would be grateful therefore if you would go ahead
immediately with the preparation of the White Paper. She would like
| /to publish it as early as possible after the return of the House in .
;the New Year.

I am sending copies of this minute to Mr. Wiggins (Treasury),
Mr. Buckley (CSD), Mr. Birch (Chancellor of the Duchy of Lancaster's

Office), Mr. Maclean (Chief Whip's Office), Sir Douglas Wass,
Sir Robert Armstrong and Sir Derek Rayner.

AW -

17 December 1980
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Mr C A Whitmore

MEETING WITH MR DU CANN: DEBATE ON THE SELECT COMMITTEE'S REPORT
ABOUT THE FUTURE OF CSD

During last week's Business Statement, the Leader of the House
promised to consider Mr Du Cann's request for an early debate on
the Select Committee's report. You asked me for a note about the
proposal for a debate in preparation for the meeting the Prime
Minister is to hfve with Mr Du Cann.

2 In my minute of 10 December, I suggested dealing with the
Select Committee's report in two stages: first, an early
announcement of the Prime Minister's decision on merger; and,
second, a considgred response, perhaps By Way or =T WHTte Paper,
to the Committee's detailed recommendations. I have reconsidered
this advice in the light of Mr Du Cann's request.

3. While the Committee's report calls for a full response from
the Government, I should hardly have thought that it merited both
a debate on the floor of the House and a White Paper. Moreover,

if a WHITe Paper were publisned prior—to & debate, it would
inevitably put the Government on the defensive: Ministers would

be put in the position of having to justify their proposals instead
of retaining the initiative, as the Prime Minister has succeeded

in doing so far. If, on the other hand, the debate were held first,
the Government would be expected to say what it thought of the
report and to announce what action it proposed to take. That would
leave little, if anything, new to be said in a White Paper to be
published subsequently.

4. This leads me to suggest that there should be either a debate
or a White Paper, byl nof both. Clearly, you will want to ask the

er of the House and the Chief Whip for their views on the
desirability of a debate. WMy own inclination, however, is to
favour a White Paper. This is because there would almost certainly
be criticism of the Government if the House were asked to debate
the report without knowing in advance what action the Government
proposed to take on it.

5. If the Prime Minister decides that a debate should be held,
it probably could not be arranged before Fgbruary. This is for
two reasons. Pirst, I gather that the timeta in the Commons

is likely to be heavily congested in the first three or four weeks
after the House resumes and that it might be difficult, therefore,
to arrange a debate on the Committee's report before February.
Second, tife will be needed for inter-departmental discussion at
Ministerial and official level of the Committee's detailed
recommendations.

CONFIDENTIAL
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(5373 As T said in my minute of 10 December, the sooner the
Prime Minister's decision about merger can be announced, the
better for the work of the two deparfments. My advice remains,
therefore, that a two stage response to the Committee's report
would be desirable; and I do not think that it would be at all
inconsistent with having a debate, or publishing a considered
response, in February.

ifis To sum up, I suggest that:

a., There should be either a White Paper or a debate, but
not both, and that this should be made clear to Mr Du Cann;

b. A debate not preceded by a White Paper might occasion
criticism that the House had nof had the opportunity to
consider the Government's proposals before they were debated;

c. The Leader of the House and the Chief Whip should be
agked for their advice on the desirability of a debate and
the timing of one;

d. It seems unlikely, however, that a White Paper or a
debate could be arranged before the end of January;

e. It would be desirable to announce the decision on merger
before then.

8. I have just seen Sir Derek Rayner's minute of 15 December to
the Prime Minister. I do not wish to alter my advice on the
handling aspects in the light of it.

9. I am sending copies of this minute to the Chancellor of the
Exchequer, the Lord President, the Chancellor of the Duchy, the

Chief Whip, Sir Douglas Wass, Sir Robert Armstrong and
Sir Derek Rayner.

B

TAN BANCROFT
16 Decembér 1980
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PRIME MINISTER

THE ORGANISATION OF THE TREASURY AND CIVIL SERVICE DEPARTMENT

1 On my return from Japan, I have seen the report of the
Treasury and Civil Service Committee and Sir Ian Bancroft's
minute to you of 10 December. I had also been reflecting on
the issues since your meeting on 14 November.

The Committee's report

Re It is interesting that the Committee's report is about
"the future of the CSD". To my mind, the real issue is the -
effectiveness of the centre which, as the Chancellor indicated
in his minute to you of 13 November, has been damaged over the
last 12 years by P T

—

divided responsibility for financial systems,
impairing the centre's work on promoting
efficiency

the diffusion of policy on public sector pay
between the Treasury and the CSD

divided responsibility for public expenditure
control, impairing the totality of control over
public expenditure.

3. The Committee concludes that the weight of argument is
against a merger "at the present time" (paras. 23 and 27) -

it means the weight of numbers, it seems to me - but recommends
substantial measures of informal as ééainst formal unification
(co-location, joint common services amd cross-posting). These
I find paradoxial. It also recommends the measures to "revit-
alise" the CSD already summarised in Sir Ian Bancroft's minute.
These I think moreindicative of the Committee's desire to have
its cake and eat it than of a thorough analysis of the issues.
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4, If you wished, I should be glad to offer a more detailed
appraisal of the Committee's report, perhaps as part of the
work you may want to commission from others, but I should like
to make two points now.

O First, although the Committee concedes that all its
witnesses have some connection with the Civil Service, it was
disposed to align itself with the views of those who criticised
the analogy I drew with business in my evidence as "seductive"
but "false” amd "misleading" (para. 14). T do not apologise
for taking my experience in business into account in giving
evidence. I do not feel that I am criticising a success story
from a position of ignorance: unlike most Wf%nesses. I have
had the good fortune to be both a Permanent Secretary and
Accounting Officer and a managing director. From that exper-
ience, I can assure you that there is a world of difference in
the attitudes of those who manage and control resourcespro-
vided "free" by the_taxpayer or by borrowing and of those who
managehﬁﬁafcontrol resources which have to be earned, not just
to stay in business but for investment and growth. And a very
senior and experienced Permanent Secretary has recently told
me that in his view, "value for money" is conspicuous by its
absence from the Service.

6. Secondly, the unwillingness to get down to brass tacks
of those who should know better is demonstrated by the
Committee's view that the "revitalisation" of CSD as an
instrument of change should include the recruitment of a
"limited number of specimlists" from the private sector

(para. 20). I regard that as more truly demoralising for

the CSD and the Service than many other things said to be so.
The crying need is to make the Service itself and its systems
excellent, not to import reluctant heroes from somewhere else.
I am deeply opposed to abating the alleged amateurism of the
Service by bringing in people who, although specialists outside,
are themselves amateurs in Whitehall. I know of no responsible
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organisation which would not choose to rear its own Specialists
in all the fields that mattered to it. _ LN

Is merger relevant to the real issues?

T I originally raised this issue as part of the "lasting
reforms" programme, a résumé of which is annexed. When we met
on 14 November, you were unconvinced that merging relevant
parts of the CSD and Treasury would make any radical difference
to: nFF a3

2 the management of this year's expenditure, in
particular avoiding the breaching of certain cash
limits; and

b. the attitudes of departments, including their
Ministers, Permanent Secretaries and Principal Finance
Officers, towards spending and control.

8. You are right, if I may say so. Change by itself
achieves nothing. The point of changing organisation is to
enable one to carry out policy better than through existing
structures. The main needs are accordingly:

a. to be clear about one's policy aims; and
—

b. to decide whether existing organisation is
achieving them.

9 The aims of policy seem to me to be both short-term
and long-term.

Policy for the short term

10. The main relevant aim is to hold to cash limits in the
rest of the current financial year and to those fixed for the
next. This aim may be vulnerable to defects in departmental
systems or attitudes or to changing circumstances, eg the

tendency of suppliers to deliver and want to be paid earlier

than hitherto.
3
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11, Systematic or attitudinal defects should be foreseeable
by the centre and preventive action should be possible. If
not, such defects should attract a severe response from the
centre when they do occur (for example, pressure for premature
retirement or withheld honours) and, much more important, a
thorough scrutiny and repair of the departmental system at
fault.

12. Changes in circumstances may be harder to deal with.
Recession has brought the private sector, including my firm,
problems similar to those faced by the public sector. There
may be no complete answer to every problem but our own case
shows that careful planning with contractors and a rigorous
monitoring both of agreements made with them and of cash flow
g0 a long way towards mitigating the worst effects.

i In other words, one needs a policy fo e _here and now
which is to a degree independent of organisational consider—
ations: it is a policy for management, especially in and by
departments, to anticipate problems. If it would be helpful,
I should be glad to offer you and those of your colleagues

who are the most concerned such advice and assistance as I
could.

Policy for the long term

14. As I see it, the essential aim of policy for the long
term is fourfold:

a. to plan, control, retrench and manage the biﬁ-
volumes of public expenditure;
e ——

b. to get the maximum value for money from each
programme of public expenditure;

Ce. to accelerate the improvement of the techniques
and methodology of resource control; and
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d. to accelerate the reform of the Civil Service so
as to provide Ministers with an instrument of management
adapted to present and future needs.

195, The front-line troops for carrying out much of this
policy are of course the "spending", not the central departments.
There is a greater concentration of power there than at the
centre. Indeed, we have to recognise some important realities
here:

a. The policies and programmes funded by the _
Chancellor are made and operated by people and in all
that follows it is people who need to be seen as the

great opportunity for good as well as the targets for
reform.

b. Most departments are cohesive, powerful machines,
with control over everything brought together at the

top. Whereas their top managers have a single source
of information and integrated opportunities for manage-
ment, the centre divides its information and its opport-

unities. 7
G, The system as a whole is to a degree private and
privileged. The taxpayer has no choice but to pay the
bill presented to him and of course to meet the con-
sequences of any implicit decision taken by Ministers
or their officials not to manage well. He must rely
on each Minister to satisfy himself that his departmental
systems and operations are sound.

d. But Ministers can only spend a litte of their
time on the quality of their systems. Like the tax-
payer, they have to rely on the Civil Service.
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The centre nonetheless has power. For example it can:

B refuse approval to departmental Estimates

be highly critical if not negative in its
response to new spending proposals

require a review as a condition of approving
such proposals =)

require a review of particular, existing
expenditures

require a review of departmental resource
control machinery

be stringent in advising you on the selection
of Permenent Secretaries and Deputy Secretaries,
as well as in its function of approving the
appointment of Principal Finance and Principal
Establishment Officers

be stringent in advising you on honours for
officials.

s Partly because of our conventions, those powers have
been used modestly. And the pull round from the habits of
spending to those of retrenchment and economy has been slow.
The Financial Information System and CaSM TIMILS arc important
but comparatively recent moves towards better financial manage-
ment. Procedural and other improvements will follow in the
wake of the Treasury's recent scrutiny of FIS and its review

of its arrangements for central control as part of the "lasting
reforms" programme.

18% Even so, we still confront very large problems of
technique and of attitudes. I think it fair to say that
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central Ministers remain worried about the interest in and
capacity of some Ministers to restrainpublic expenditure and
get value for money and about the effectiveness of the centre.
(The Chancellor will be bringing forward a paper on central
control presently.) During the summer, the Treasury was said
by one of its senior officals in a paper on the General
Expenditure Divisions to be still insufficiently aware of

the sort of control systems it should encourage in departments,
while its ability to judge their effectiveness was uneven.

19. The paper said that (as of August this year):

a. The natural direction of future development
for the Treasury was to take a more active interest
in the systems of control operated within spending
departments and their effectiveness.

b. But there was no single point of responsibility
or piece of machinery for encouraging efficiency in

the management of Government expenditure.

Co There were some things which helped:

- Squeezing expenditure totals;

Treasury Specific Expenditure Divisions
were attentive to the quality of financial
management in departments but (at that
time) had no definite responsibility going
beyond their concern with programme totals;

the Treasury had some technical services,
but they tended to be responsive and
advisory rather than harnessed in a
deliberate and active operation;

the CSD had extensive machinery for
efficiency but this was very loosely,
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if at all, linked with the Treasury.

d. There was no concerted approach to the problem
of tackling value for money and cost in Whitehall.

20. Moreover, there remain fundamental questions about the
basis on which forward expenditure should be planned (the
"cash v volume" issue) and about the effect on the control
machinery of the centre of the multiplicity of revaluation
indices in use by departments. We are therefore at a stage
of development, learning and struggle which will continue
for some time. The critical question is whether simply co-
ordinatingthe work of the centre across the institutional
gap between CSD and the Treasury will serve central Ministers
as well as or better than a merger.

Is co-ordination a better answer than merger?

2l. Very recently, the Treasury has taken an initiative,
which I greatly welcome, to promote improved financial manage-
ment. The instrument is a group of officials with Treasury,

CSD and departmental representatives, as well as someone from
my office. Among other things, it will assist me with my work
on certain lasting reforms. This group, which would be needed
and useful whether the departments were merged or not, will
provide valuable co-ordination of thinking and action in
relation to the principles and practice of financial management.

P The Select Committee has also opted for co-ordination
(on the spot rather than across the physical gap). Co-
ordination can be made to work, but is it enough?

235 You may well decide that merger is not on, for a

variety of reasons, and that co-ordination is to be preferred.
If so, I shall do my best to help devise thebest possible forms
of co-ordination and, for example, through the "lasting reforms"
programme, to offer you and your colleagues other relevant
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advice.

My own preference remains very strongly for merger

for these reasons:

a. I regard the decision to split the CSD from

the Treasury as wrong in principle. It gave credence
to a fundamental misconception, nemely treating man-
power, organisation, persomnel and indeed "management"
as different in kind from the policies, programmes
and operations which in fact dictate the use of
resources. This tended to suppress the importance

of money as the critical factor in management, but

the same, or very similar, systems should ensure the

good management of "policy expenditure" just as of
administrative expenditure.

b. I also regard it as malign in some of its
consequences; it

- confused and retarded the development
of effective resource control, because
"systems" (including financial systems)
have been too much regarded as part of
"organisation" and therefore for CSD,
not the Treasury;

diminished the centre's knowledge of and
influence over departmental programmes,
personnel and organisation;

reinforced the power of departments as
against that of the centre.

—

Cs While it is for others to comment on the
political history of the CSD, it is clear that it
has had a strong Ministerial team only under this
Government. For most of its life, although vested
(mistakenly, in my view) with the responsibility for
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promoting the overall efficiency of the Civil
Service, CSD has lacked clout save at times of
crisis.

d. There have already been attempts, not very
successful, at co-ordination. Two departments,
each headed by a Cabinet Minister and a "super"
Permanent Secretary, are more likely to pursue
divergent policies than a single department, no
matter what the co-ordination arrangements. So
there is no guarantee that co-ordination will
succeed in future. If it does not, CSD will
continue to be put on trial, which will be
constantly debilitating, as well as (in my view)
unfair.

e. More important, central Ministers and the
Service need a powerful engine for reform at the
centre. The component parts are there. They need
linking in such a way as, for example to:

- specify the marks of good systems for
controlling resources in departments

ensure that they are adopted
put every available pressure on the

recalcitrant and give every encourage-
ment to good managers

run a vigorous and determined policy to
improve the quality of key managers in
departments, especially those responsible
for large resources.

e There is a possible cash saving of £500,000
and a possible saving in senior posts of one "super"
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Permanent Secretary, one Deputy Secretary and two
Under Secretaries. These are savings well worth
having.

4. I would therefore hope that, as a minimum, the
Manpower Divisions of the CSD would be brigaded with the
Expenditure Divisions of the Treasury on the basis of
Option A in the Hawtin-Moore report and that the CSD's
Divisions dealing with efficiency, organisation and systems
would also be moved into the Treasury. That would be in
line with the proposal in the Chancellor's minute of _
13 November. Although not an ideal solution, it would go
a long way towards producing the single piece of machinery
for and the concentrated approach to efficiency referred to
in para. 19 above.

20 I think that it would also be right:

a. to move the post of Head of the Government
Accounting Service from the Department of Industry
into the Treasury; and

b. to establish a "Common Services Agency" from
the PSA, HMSO, COI and parts of CSD, the study of
which was recommended in Sir Ian Bancroft's minute
to you of 31 October (para. 23).

26. Finally, I have heard it said that one argument
against merger is that officials would use this as an
excuse for not doing other things. From my knowledge of
the people concerned, I believe this to be quite untrue.
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R I am copying this to the Chancellor of the Exchequer,
the Lord President, Sir Ian Bancroft, Sir Douglas Wass and
Sir Robert Armstrong.

A e

+J December 1980

Enc: Résumé of lasting reforms relevant to the merger
issue




ANNEX

RESUME OF IASTING REFORMS RELEVANT TO THE MERGER ISSUE

CENTRAL CONTROL

1 A paper is in preparation by the Chancellor of the
Exchequer, taking account of reviews conducted earlier
this year of:

The Treasury's Specific and General Expenditure
Divisions
The CSD's Expenditure Control Function.

VMANAGERTAL AUTHORITY OF MINISTERS AND OFFICIALS

Lo I am to prepare a paper on the relative managerial
responsibilities of Ministers in charge of departments and
of their officials, covering:

Ministerial responsibility and delegation

The duties of Permanent Secretaries*

The duties of Principal Finance and Establishment
Officers/

Line managers

* The Treasury has done a lot of very valuable work
this year on re-defining the additional duties of
"Accounting Officer" which attach to those of
Permanent Secretaries.

The CSD has prepared useful memoranda on the
functions of these posts.

3% The official group mentioned in para. 21 of my
minute will help with much of this work.




THE FRAMEWORK FOR ACCOUNTABILITY IN DEPARTMENTS

4, The official group will also carry forward work aimed
at increasing responsibility and accountability for resources
in the body of departments.

ORGANISATION OF THE CENTRE

O» My purpose in rasing this issue was to establish
whether Ministers would be better served in the management
of resources and of the Civil Service by providing a single
co-ordinating and regulating department at the centre in
place of two.
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PRIME MINISTER

The Organisation of the Treasury and CSD

As you know, the Select Committee on the Treasury
and Civil Service published their report yesterday.
On the main issue, it comes down against a merger of the
e e
Ireasury and CSD. The attached minute from Sir Ian Bancroft,
which you saw yesterday as part of your Questions briefing,
summarises the main points of the report.

There are two questions to be settled immediately.
The first is whether you wish to announce next week, as
Sir Tan Bancroft suggests, that you have decided against
the merger. I think myself that there is everything to be
sald for making an early announcement and so end wa
speculation, If you agree, you have a choice between
doing it by a Written Answer or by getting sumeone to raise
the matter during one of your Question times next week, A
Written Answer is of course the surer way of doing it,

Second, do you want a meeting with the Chancellor, the
Lord President and the usual officials before you make the
announcement? At your last meeting with them you virtually
decided against the merger, but you left the door very
slightly ajar so that Sir Derek Rayner could return to the
charge, if he wanted to. He has not in fact done so, I doubt
whether you need another meeting. Nonetheless, even if you
take the same view, you may just wish me to check with the
Chancellor, Lord President and Sir Derek Rayner that none of
them wants a meeting. Agree?

NN -

12 December 1980
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PRIME MINISTER

THE ORGANISATION OF THE TREASURY AND CSD

The Select Committee on the Treasury and Civil Service will be
publishing their report on the Centre and giving a Press Conference
about it at mid-day tomorrow. A CFR of the report is attached.

Key Points of the Report

2. Pages 19-23 of the Report give the Committee's conclusions.
The Committee believe that the weight of argument is against
merging the two departments at present. They would also be
against splitting the CSD and putting its manpower and management
divisions into the Treasury. They do not express a firm view
about the possibility of splitting the Treasury and putting its
public expenditure divisions into the CSD, although they appear
to have reservations about the idea. ]

3. They consider that the CSD has been shown to be defective
as an instrument for controlling numbers and promoting manpower
efficiency. To remedy this, they say that:

a. The CSD's status should be raised. This requires full
commitment to its work from the Prime Minister and Ministers
collectively. They say that this support is evidently
being given by the present Government and by you personally.

b. There should be more cross—posting between line departments
and the CSD and between the Treasury's expenditure divisions

and the CSD's manpower divisions. The CSD should recruit

more people at fairly senior levels from outside the Civil
Service.

Ca Full co-location of the Treasury and the CSD in one
building would be highly desirable despite its difficulties.

d. There is a case for establishing common services for the
two departments, particularly if they are co-located.

Ea The Accountancy, Finance and Audit division should be
transferred from the CSD to the Treasury.

475 The Committee believe that some of the Fulton Committee's
and the Expenditure Committee's recommendations (about, for
example, training and unified grading structure) still make
sense, have not yet been implemented and should receive fresh
consideration from the Government.

As soon as there has been time to study the Report more thoroughly,
I will send you a fuller note on it.

1
CONFIDENTTAL
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Question Time Tomorrow

4, Since the report will be published at mid-day tomorrow, you
may be asked about it at Question Time in the arternoon., It would
be perfectly reasonable, I suggest, to answer all such questions
by saying that you have only just received the report, will want
to study it carefully, and will be announcing your own conclusions
soon. This would be consistent with the Written Answer you gave
Mr Hamilton on 4 December (copy attached).

The Main TIssue

5 While there is no rule or binding convention to prevent you
announcing your decision during the Recess, I think the Committee
and the House would be likely to take it amiss if you were to do:so.
This suggests that the announcement sho e made either next

week or after the House returns on 12 January. The sooner the
current uncertainty can be ended, the better for the work of the
two Departments. Ideally, therefore, there wou e muc o be
sa1d ror mhnouncing your decision next week. R

6. Clearly, the form and length of the announcement will be
influenced by what you decide on the main issue of whether to merge
the departments or to keep them separate. In either event, we
could provide a draft gquickly. If you share the Committee's
conclusion, your decision on this main issue could be announced by
way of a short Written Answer in reply perhaps to a Question asked
by Mr Du Cannj; there would be no need to express an immediate view
on the Committee's more detailed recommendations (paragraph 3 above)
because some of them go outside the issues on which we have given
evidence to the Committee and others can best be taken into account
in considering further the way to optimise collaboration between the
two departments. Your considered views on these detailed recommen-
dations could be held over till the New Year, perhaps for a White
Paper. Indeed, given the interdepartmental and inter-Ministerial
consultations involved, it will take us a little time to evaluate
the detailed recommendations adequately.

Tes I am sending copies of this minute to the Chancellor of the

Exchequer, the Lord President, Sir Douglas Wass, Sir Robert Armstrong
and Sir Derek Rayner.

S

TAN BANCROFT
10 December 1980
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Q7. Mr. William Hamilton asked (he
Prime Minister if she will now abolish
the Civil Service Department.

The Prime Minister : 1 have been wait-
ing for the views of the Select Committee
on the Treasury and Civil Service which
has been considering this subject. T hope
that its report will be availuble very soon
50 that T ean take it into account in reach-
ing my own conclusions,
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The Treasury and Civil Service Committee have agreed to the
following R2port:-

Future of the C.S.D.

Introduction

In the course of our inquiry, started in January this year,
into methods of improving ths efficiency of ths Civil Service,
the question soon arose whether the organisation of government
at ths centre was the best to ensure efficiency in the way in
which Departments carried out their tasks. Our Chairman wrote
to inguire whethesr the Prime Minister wished to let the
Committee have a memorandum setting out her views. 1In her
reply the Prime Minister welcomed the Committee's enquiry into
the role and powers of the CSD and looked forward to tha
Committee's contribution to the discussion of a subject in
which there was considerable Parliamentary and public
interest.

During our ingquiry, a joint study by tha Treasury and C3D, of
the Integration of H.M. Treasury and the Civil Service
Department was prepared and published. The terms of reference
of this study were as follows:-

"1. To consider the organisational changes that might be
made to bring about an integration of the Civil Service
Department and HM Tresasury into ons Department, such
integration having as its aims:

a. a more co-ordinated and effective central control
ovar public expenditure and Civil Service manpower;

b. the promotion of greater efficiency in the Civil
Service; and,

c. reduction in the administrative affort and
resources of manpowsr and money currently expended
by the two Departments.

2. To analyse thz case for and agzinst a mergsr of the
two Departments and compared with th2 present
organisation.

3. To assess both the immediate costs arising from an
integration, including the relocation of certain parts of
the two Departments, and the implications for the saving
of ‘manpower and othar costs in the longer run.

4. To prepare a factual and analytical report.l“
It will be noted that the study was formally confined to
analysing the implications of inteqrating the C.S.D. and

Treasury (though the civil servants doing the study were not
invited to make a recommendation on that quastion). However,

l-’!!
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the studg team say in thair report that thay 3id "not feal
precludzd from drawing attention to measures likely to
strengthen furthar the co-ordination and co-operation betw
the Departments were tha2y to remain separate".

W2 have found thes study team's report a very useful source of
information in reaching our own conclusions., We think it is a
pity ths study team were excluded from considering othar ways
in which_the machinery of govarnment at the centre might be
altered.? 1In a memorandum of 3th July 1980 submitted to us by
the CSD and Treasury~ two othar main options, additional to
the two considered by the study team, were distinguished:

(a) to split the Treasury, merging its public expenditure
control functions with the CSD, leaving the rest of the
Treasury as a separate department;

(b) to split the CSD, transferring its manpower and
managment services divisions to the Treasury, leaving the
rest of CSD as a separate department; .

Lord Croham pointed out that thers were yet other
possibilities of organisational change.

In our present report we have looked particularly at the
possibility of integrating the CSD and Treasury but we have
also considered the options labelled (a) and (b) in the last
paragraph ((b) was ths course recgmmended by tha Expenditure
Committee in the last Parliament)’* Finally, in th2 event
that thes status quo is retained we have considered ways in
which the effectiveness of the CSD as an organisation might be
increased and changes aimed at improving ths working
relationship between the CSD and Treasury. W2 have also
attempted some re-assessment of the policy objectives of the
CSD. We hope our report will serve to clarify the various
issues,

Our Sub-Committee took oral evidence from Sir Robert
Armstrong, the Secretary of the Cabinet, Sir Tan Bancroft,
Head of the Civil Service, Sir Douglas Wass, Permanent
Secretary of the Treasury, Lord Crowther-Hunt, Sir Derek
Rayn2r, Lord Croham, former Permanant Sscretary of the
Treasury and Head of the Civil Service, Mr William Plowden,
Director-General of the Royal Institute of Public
Administration, Mr W.L. Kendall, Mr P.D. Jon2s, Mr B.A.
Gillman, Mr K.R. Thomas and Mr W. McCall of th2 Counzil of

Civil Service Unions and Mr M.V. Hawtin and Mr J.X. Moore, tha

authors of the joint study report. Written memoranda were
submitted by Sir Antony Part, formerly Permansnt Secretary of
ths Department of Industry® and by Sir Samuel Goldman,
formerly a Second Permanent Secretary in the Treasury.7 We
also had thes svidance taken on the subject in the last
Parliament by the Expenditure Committee and took into account
other published views.

-




Tha Problem

Thare is a widaly held view that thes Civil Service is too
large. According to this view, some civil servants 3are simply
surplus to reqguirements and others 2mployad on tasks which
should be disvensed with. There is always a need for greater
efficiency. The present Government has declared its intention
of reducing the number of civil servants by 100,000 i.e. about
14%, and the Prime Minister has thought it necessary to
appoint Sir Derek Rayner to look for savings and raise the
standards of efficiency. These are matters within the
responsibility .of the CSD which has the duty of managing the
Civil Service - limited though that is in the official
definition (it excludes more than one million employees in the
Mational Health Service, for example).

There is no doubt that the tendency of large organisations to
grow inexorably in size is something which has_to be actively
and continuously resisted and tha CSD has not given the
appearance of being on top of that particular problem.

The CSD was sgt up in 1968 following the Fulton Report on the
Civil Service® and spent its early years implementing certain
of the recommendations of that Report. Since then it has been
criticised for running out of steam. It is certainly true
that some of the Fulton Committee's most important
recommendations (many of them re-iterated in thes Eleventh

Report of the Expenditure Committee) have eithar not been
implemented or only partially implemented. We return to this
point later in our report.

It is inevitable that, for thase various reasons, guestions
are now being asked about what is wrong with 'the CSD and
whether the establishment of a separate department to manags
tha Civil Service has not been an =2xpsriment which has failed.
We believe th2sa are valid questions and we do not have any
doubt that changes are needed to allay the widespread disqsiet
aroused by the CSD's failure to pursue a more active role.

We would only add at this stage that an obvious factor in the
last decade has bean the lack of interest in the CSD's work at
Ministerial level and the absence of a firm political
commitment to maintaining an =2fficient and cost effective
Civil Service. The CSD itself has had a rapid succession of
Ministerial heads, a number of them combining the job of
running the CSD with othar jobs for the Government - as when
Lord Soames was sent to Rhodasia.
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Present machinecry of government

The Treasury is, under tha present systzm, responsible for ,e
central control over public expenditure 2xcept manpower COSCTS.
Th2se are the responsibility of thes CSD which is also
rasponsible for ths efficiency with which manpower is used as
well as pay, recruitment and training. Ws were impressed by
Lord Croham's views on the nature of thz control exercised by
the two Departments:-

"... thare is no power of direction by one minister in
charge of one department over the minister in charge cof
anothar, nor is there any such power in ths hands of
Treasury officials over the departments with which they
are dealing, whether it is on the supply side or on the
CSD side in terms of manpower. The powers that are usad
day in and day out are the powers of withholding consent
when consent is required; in other words, it is 2
negative power. Those powers can be used to try to
2xtract conditions.“la

In other words, each department under its Minister is largely
independent of the rest and responsible Eor its own
expenditure and manpower as well as for the development and
mode of execution of its policies. The centre exercises a
negative form of control in the sense that departments have to
have their proposals for expenditure and for numbers employed
agreed to by the centre. In the last resort disagreements
between th2 centre and departments are resolvad at the level
of the Cabinet and its Committe2s, serviced by the Cabinet
Office.

There may be differsnces, which are worth noting, between the
wavs in which the Treasury and CSD operate. In exercising its
control over expenditure, the Treasury would, doubtless, feel
free to qusstion the policies which give rise to ths need for
money. On ths other hand, the joint Treasury/CSD report to
which we referred in paragraph 2 does not suggest that the
Treasury does much to satisfy itself that the machinery exists
within departments to ensure that money spent on a settled
policy is spent economically and sffectively, as well as
properly acounted for. Lord Croham also had this to say:

" ... there is communication betwean those who control
supply ... and those who control establishments. Thay
will not always se2 eye to =2ye as regzards priorities.
Thos2 on the supoly side, having bargained as they think
successfully with a d2partment, could be reluctant to
withhold what they regard as reasonable consent because
of some ?lement of interest on the other side of the
house'.1
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On the other hand, the CSD claims to operate machinery for
ansuring the 2fficient use of manpowasr in departments,
Moreover, the CSD has a direct responsibility and doss not
work through ths agsncy of othar departments so far as pay,
recruitment and a significant part of the fields of training
and personnel managament are concernsd. Tha Tra2asury has
virtually no such direct responsibilities in the field of
public expenditure, except insofar as it is responsible for
some of the largest despartments - Inland Revenue and Customs
and Excise. i

The option of merging the whole of the CSD with the Treasury

Sir Derek Rayner strongly supported a complete mergsr of the
two Departments. He had this to say:-

"... The principle that the permanent secretary is also
the accounting officer for the department's votes
reflects the principle that finance is inseparable from
good policy advice and implementation, good organisation
and good management... We hava tharefore in the
department a single undivided resvonsibility for
financial and other resourc2 management ... any
headquarters organisation must surely be weakened in its
functions of central control if the two parts brought
together so clearly by the permanent secretary are
separated in the centre of government ... To my mind, the
centre is in its divided state much less of a match Eor
departments than if it were a single organisation."l

Sir Robert Armstrong had this to say on th2 point:-

.« I think that the disadvantagss of separating
control of supply expenditure from the control of
manpower expenditure are real and I think that
s2paration is a little illogical... Cartainly in the
Home Office ...the Treasury were at us to control our
expenditure from one side, and the Civil Service
Department was at us to control our expenditure from
the other, perhaos it felt a bit like being slugged
from the left by one boxer and sluggsd from the right
by another boxer, perhaps without the co-ordination of
punches that one might have expected from a single pair
of hands. Peigaps it made it a little 2asier to dodge
thea punches!™'2,




Particularly in the last sentsnce of nis remarks Sir Robert
Armstrong indicatsd what may be the main advantags of
integrating ths CSD and Treasury - that it would strengther.
khe hand of th2 centre in its dealings with individual
departmants. Mr Hawtin and Mr Moore, the authors of ths joint
study report, told us that they cthought the advantagess of
integration would be to improve the ability of the centre to
ensure that departments had adequate internal systems for
controlling expenditure and manpower, the ability to resolve
conflicts between those responsible for the central control of
expenditure and of manpower within a single Department and the
financial savings. In fact, the quantifiable annual savings
would be of the order of £500,000 and would mainly flow from
merging ths common services of the two Departments.* In
addition, of courss, supperters of reintegration of the CSD
with the Treasury contend that thare would be significant
savings achievad through increasing efficiency in other
departments.
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It is worth remarking by way of comment on Sir Derek Rayner's
remzrks that, below the level of permanent secretary in
individual departments, the functions of finance and
establishments (including th=2 personnel function) are
separated. Moreover, Sir Derek Rayner agreed that it was not
unusual to find a separate personnel function in large
organisations in the private sactor. He said in answer to a
quaestion:

*T think it is highly desirable that at a certain level
on2 should have a separake personnal function and that
level, as you rightly fgggest, is at sznior board level
in many companies ..."

Kowaver, in general, Sir Derek Rayner drew on the practice in
industry and commerce to support his case for a merger. Two
former civil servants thought ths comparison was misleading.
In Sir Anthony Part's view: "There is a seductive but false
analogy with business that suggests that the Treasury shoulg
be seen as a sort of Head Office of ths Civil Service ..."
Sir Samuel Goldman suggested that "... analogies drawg from
experienc2 in the private sector may be misleading."1

Indeed among those of our witnesses who expressed a definite
opinicon, only Sir Derek Rayner was in favour of a complete
merger - although it is fair to note that all our witnesses
were in, had served in or were closely associated with the
Civil Service. The Council of Civil Service Unions thought

" .. it would be absurd to shift the powers of the CSD tc the
Treasury ... [Before Fulton] thz Treasury really was _non-
axistent in tsrms of Civil Service management ...". Lord
Croham was of the opinion that "... there is really far more
to be lost than to be gainesd by trying to merge back the CSD
as it now is into the Treasury as it now is with their
responsibilities".?9 rLord Crowthsr-Hunt gave a number of
rsasons for not putting the CSD back in the Treasury pointing
out, inter alia, that "... ths Chancellor of the Exchequsr
will have very little time to give attention to Civil Service




oroblems. There are all the questions of th2 unions to see
to; thars are vay matter§ and so on and in thess days peopla
want to go to tha top."2l fThe late Lord Armstrong in a letter
which b2 wrote to the Tim=s on 3th July 1980 was also cpvosed
to the merger. He gave a numb2r of argquments pointing out, in
particular, that "From the Chanzellor's point of wview Civil
Servic2 work is inevitably a minor excrescence on his major
preoccupation of framing and carrying out economic and
financial policy." :

. We have already mentioned that it was not within the terms of
refzrence of the joint Treasury/CSD study to say whethzr or
not a merger was desirable. WNevertheless, it is cur reading
of thz analyses and the opinions expressed con various matters
in the study that they do not lend much support to the case
for a total merger. The study considered two ways in which
the Devartments might be totally merged. Their option A would
not mergs manpower control with public expenditure control
below the Permanent Secretary level. It did, however, have
the advantage of putting manpower control clos=ar to control of
public expenditure while retaining the links between the
control of manvower and pay. Their option B would largely
integrate the manpower control divisions of the CSD with the
public expenditure divisions of the Treasury, so that control
over a department's expenditure and manpower was exercised by
a single group of officials. Of the alternatives, thz authors
of the study preferred option A, at least in thz first
instance. 1In the time at their disposszl, they did not feel
able to say whsther the much more radical option B would be an
improvement on present arrangements or not - though thay
commented on aspacts of thes option.

We come now to our own view of the matter. Thz nub of the
argument for merging the CSD and Treasury is that ths CSD has
failed to =sxercise a satisfactory control over numbars
employed and to promote efficiency in the use of manpower with
sufficient vigour. Matters might improve if the related
functions of controlling the volumes of expenditure and of
manpower were brought together under a single authority,
exercised by a powerful Minister. Furth=2rmore, the efficient
deployment of all resources, financial and human, is best
promoted from a common centre. In that way the authority of
the centre vis-a-vis individual departments would be
strengthened and that is a desirable objective.

In considering this main lin2 of argument it is necessary to
distinguish betweasn the two ways in which ths Departments
might be integrated (options A and B in paragraph 15). Under
both options, the divisions responsible for promoting good
managament in departments would be brought together in the new
organisation. On=2 advantags of this might be that it would
stimulate ths davslopment of better financial control systems,
a task to which the Treasury does not seem to devote many
rasources at the present time.

'3




So far as control over manpower numbars is concerna2d, chis nas
links on one side with thes determination of pay, policies oi
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recruitment and training and the handling of industrial
relations in the Civil Service and it has links the other side
with contrcl over expenditure generally. Under option A the
divisions controlling manpower would be kept separate in ths
n2w organisation from thz2 divisions controlling oublic
expenditure. In fact thay woulé be under different deputy.
secretaries and only brought together at ths level abova or
even higher. Such an arrangement seems to us only a minimal
step in the direction of bringing the control of manpower and
of expenditure closer togethar. On the other hand it leaves
tha 2xisting links betwe=n manpower control and pay,
recruitment etc. unaltered.

Under option B, the divisions controlling manpower are,
broadly speaking, merged with ths public expanditure
divisions, Clearly that effects tha closest possible
relationship between manpower and expanditure control.
Howaver, as manpower costs are under 10% of all expenditure23
(though this amounts to some £6=7 billion), the danger is that
they might get no more than a minor share of the Treasury's
attention. On the other hand, expenditure on manpower may
have a particular importance in that the volume of total
expenditure and of revenue may well be affected by the numbers
of officials deployed on restraining the first and maximising
the second. Option B would seem to weaken the links between
manpower control and pay, recruitment ete. 1In particular, it
is not to b2 expected that those whose main concern is the
control of the whole of public expenditure (even though it
includ=d manpower costs) would be as sensitive to, say, the
industrial relations implications of their actions as
specialist manpower control divisions would be.

Indeed, ths last point raises the whole question of whather
the main premise on which the argument for a merger is founded
- that control over manpower sits naturally with control over
expenditure - is as obviously tru2 as might appear. We note
Sir Ian Bancroft's point that manpower is a very different
kind of resource from others and managing people calls for
special skills, not least ths skill to negotiate effectively
with trad= unions. As the joint study report says, the
success of a manpower policy is measured in a non-money
currency and this distipction may well have to be recognised
in organisational terms“® or, to put ths point in another way,
"the expertise called for in ths CSD may well be different from
the expertise of the public expenditure divisions of the
Treasury. The Treasury ares dealing with public expenditure at
on2 remove, the actual spending of th2 money being the
business of other Whitehall departments. The CSD is, up to a
point, in thz same vosition so far as manpower numbers and
efficiency are concern=d but, as we have already noted, it
deals directly with people and not through dspartments on
matters like pay and recruitment. Responsibility for
industrial relations has become more on=rous and time
consuming as the Civil Service unions have become more
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militant. It is for th2se rz2asons that we feel that option A
in th2 joint study report is preferable if integration were to
oroce=2d. This option would increas= the liaison ani contaczt
oetween public expanditure and manpowzr whila ensuring that
the special skills of the C.S.D. were nct lost.

The burden on those at the top of a merg=d crganisation needs
to be considered. The Treasury is responsible for the
manag2ment of the economy and, as counterpart to its control
of public expenditure, determines the policy for the raising
of revenue. The first of thess tasks gives rise to what are
probably the most difficult and significant problems facing
Government at the present time. It must be very much doubted
if the Chancellor could give the Civil Service the attention
it ought to have if he were given the responsibility for it
(the Prime Minister 'is of course in the same position unier
presant arrangements). The same is true of the permanent
secretary of the Treasury. It is not just that Civil Service
problems would ke dealt with summarily but, in a Department
which felt (and rightly so) that its main jobs were managing
the economy and constructing the Budget, it is to be feared
that Civil Service problems would be shelved and that, as time
went on, the resources devoted to Civil Service work would not
be of the best quality or adequate in quantity. If the CSD
has not been consvicuously successful in the last decade it is
hard to see how a pre-occupied Treasury would have done any
better. It was largely because the Treasury had neglected the
personnel aspects of the Civil Service befores 1958 that the
Fulton Committee recommended the setting up of the CSD.

It would be possible for tha Chancellor's rasponsibility to be
largely nominal and for effective authority to be exercisad by
a Minister undsr him. This was the kind of_arrangement
envigaged by, for example, Sir Derek Rayner4® and Sir Douglas

Wass®' and which, in thas svent of a merger and provided the
Ministgg was in the Cabinat, would be acceptable to tha trade
unions“®, Properly to achieve its purpose of relieving the
Chancellor, such a Minister would have to be in the Cabinet.
Sir Derek Rayner also envisaged thes possibility of the
Treasury having an_additional permanznt secretary as in ths
years before 196829, This would ssem to follow naturally from
having a Cabinet Minister in charge of ths Civil Service.

Such arrangements would relieve the individuals at thes top of
th= Treasury of an oxcessive burden of work. They might
mitigate the danger that Civil Service matters were naeglected
in favour of managing ths economy and Budgst-making. The
power of the centre would be strengthensd although power ovar
both manpower and public expenditure would not be exercised by
one individual minister.

23. We have set out in paragraphs 15 to 22 what seam to us to
be the main considerations to be weighed before deciding

whether or not a mergsr is worthwhile. W2 are convinced that
significant improvements nead to be made to improve the C.S.D.

1S
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but, on balance, we bzlievs the arguments %£211 against a
merger at thzs pressnt time, We are fortified in this broal
conclusion by the fact that organisational change is bound.
be disrustive and absorb the time of senior officials and is
the occasion of a loss of efficiency which takes time to make
good. Bacause of the disruption involved, Sir Samuel Goldman
thought that organisaticnal change is only worth embarking
uvon when the gétimate balance of advantag= is "clear and
unmistakable", On ths other hand, as Sir Robert Armstrong
told us, it is doubtful if "there is an osrganisation of the
centre ¢f government which is universally and forever
right".31 Whether or not there might be a case at some time
in the future for looking again at ths total merger solution
depends on what can be done meanwhile to revitalise ths CSD.
We consider that later in the revort but, first, we look at
the two other forms of re-organisation mentioned in paragraph

Putting the CSD's manpower and management divisions into the

Treasury

If the Treasury took over the CSD en bloc it would be directly
responsible for expenditure on Civil Service pay and
coenditions. In other words, while brinaing the control of
money and of manpower togesther has some arguments in its
favour, it is the assumption by the Treasury of responsibility
for pay, recruitment and training which causes concern. The
former Expenditure Committee of thes House looked for a
solution in ths transfer to the Treasury of control over
manpower numb2rs and efficiency - i.e. th2 relevant parts of
tha managemsnt services divizions and the manpower divisions
of the CSD - whils leaving the rest of tha CSD as it is.

The Committee said:-

"... a Department's =xpenditure asz a whole cannot be
arbitrarily divorced from the 2fficient use of manpower.
Particularly in labour-intensive areas of Government,
such as the Inland Revenue or th2 DHSS, quasstions of
manpower are really about finance. S=scondly, although
thea CSD controls expenditure on manpower, it does not
have enough levasrags over the Departments who cannct be
expected to conduct a2 policy argument with both the
Treasury and the CSD. In practice ths realistic dialogue
is with the Treasury; the CSD is reduc2d to rubber-
stam?%ng, to translating thes agreed policy into manpower
n

Th2 Committee also said:-

"There are difficulties about dividing the CSD but there
is a logical case for separating personnel from managment
services. There is an innate contradiction betwesn the
two functions - th2 interests of efficiency may well
conflict with human interests - and it clearly makes
sense to administer tham separately,"3
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Th2 Committee noted (withcut making specific recommendations)
that ths Ministerial structure of thz new Treasury might nzs2d
some reinforcemant.

The memorandum of Sth July 1920 submitted to us by the CSD and
Treasury lists the arguments against splitting ths £SD as
follows: - :

"On th= othar hand, this option would separate control
over the number of civil servants from control over Civil
Service pay, pensions and allowances; but the bill for
Civil Service manpower is the product of ths two.
Manpower control also involves control over grading
(thase functions would be transferred to ths Treasury);
out grading has strong links with both the structure for
personn21 management and the framework of pay rates
{(which would be the ccncern of the "rump" CSD). The
split would make it more difficult to do effectiva
forward planning becauss "demand" would lie with the
enlarged Treasucy and "supply" with ths rump of CSD.
There is also a relationship between future manpower
requirements and the planning cf computerisation, which
is why manpower control and supervision of the Central
Computer and Telecommunications Agency (CCTA) are
brigadad together within CSD. Moreovar, ths organisation
of people and the organisation of work have to be
considered in close association; personnzl managsment,
training and recruitment have an important contribution
to make to improved efficiency. 1t is also arguable
that, stripped of its manvower and efficiencg_functions,
the rump of CSD would carry little "clout".">2

The difficulty is that two kindred subjects are brought
togsthar only at the expense of separating others - in
particular, numbers and efficiency are separatad from nay. W=
are inclined to think that the managsment of the Civil Service
should remain an sntity wherever it is situated. It has to be
borne in mind that, since the Expenditure Commmittea reported,
both the Treasury and CSD have become much more involved in
probleas which are undoubtedly their own speciality. In
particular the CSD has to de2al with more militant unions and
more complex industrial relations problems than a few years
ago. Moreover, the CSD has thes major tasks of reducing the
size of the Civil Service by 100,000 and of supporting Sir
D2rek Raynsr in his wirk in departments. TIn the light of
changad circumstances, we would not favour outting the CSD's
manpower and managament divisions into thes Treasuryv.




Putting the Treasury's public 2xpenditure divisions into the
[ofcip]
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This achisves a unified control over resources a2nd doss not
split thz managesment of the Civil S2rvice. In the memorandum
which they submitted to us tha CTouncil of Civil Service Unions
said that, in their view, the compelling lcgic pointed to
splitting the Treasury rather than the CSD.”? 1In their
evidence to the Expenditure Committes, two former Prims
Ministers, Sir Harold Wilson and Mr Heath, bothk favoured this
split. On the other hand, other witnesses before the
Expenditure Committee thought that such a step would be a
mistake. The Expenditure Committee were impressed by the
evidence of Lord Diamond, a former Chief Secretary to the
Treasury which they quoted:-

"I doubt whether it is sufficiently understood how in
oractice the task of economic management, which I regard
as one of the most important of all Government tasks,
would be rendered the more difficult if there were an
attempt made to take out of it onz of its most important
elements - namelg the day-to~-day manag=ment of public
expenditure ..." 7

‘Clearly Lord Diamond's argument has added force at a time when
the Government is pursuing a monastary policy of which the
constraint of public expenditure is a part. Splitting the
Treasury in the way proposed would also separate public
expenditurte from the raising of revenus and make it more
difficult to combine expenditure and revenuz in a single
3udget. Like the Expenditure Committes we believe that any
move away from this would be retrograda. It is not at all
clear how th2 relationship betwe=n the Treasury and a public
expenditure department would evolve. Would such a department
become an ally of the Treasury or of the spending departments?
In the latter case, thare might be a profound shift in the
balance of powsr in Whitehall. ©On th= other hand, some argue
that the Treasury's overall conduct of the economy may be
improved if it w=sre to concentrate on that and leave the day-
to-day management of public expenditure to a sister
department. In this way it is argued the central authority of
government may be enhanced. We have not inquired into thase
complicated matters very deeply. Certainly they would have to
ba inquired into before any decision was taken to mova public
expenditure out of the Treasury.




Conclusions on organisation

We have conclud=2d4 that the weight of argument is zagainst a
merger of thz two Departments at the presant time (para 23).
We would not favour putting the CSD's manpower and management
divisicns into ths Treasury (para 25). We have not inquired
deesply into tne important issuss which are raised by thz
oppasite prcposal to put the Treasury's public expenditure
divisions into the CSD. A decisicn ought not to be taken in
advance of such an inguiry (para 23).

We think, therefore, that the C3D and Treasury should continus
as separate Departments. However, that leavas us with the
problem with which we started - that the CSD has besen shown to
be defective as an instrument for controlling manpower numbers
and for promoting manpower zfficiency. Clearly something must
be don=. There may be organisational changss other than those
we have inquired into - we mentionad in paragraph 3 that Lord
Cronam had drawn our attention to some - which would be worth
investigating. We have preferred ourselves to consider how
the CSD might be given a naw lsase of life. We have looked at
this under three headings: :

i) the effectivaness of th2 CSD as an instrument of
change

ii) the relationship between the TSD and Treasury
assuming they continue as separats Departments

iii) th= proper policy objectives of the CSD.

The effactiveness of the CSD as an instrument of change

It is necessary to raiss the standing of tha CSD. Th=2 best
way of achieving that is for it to be widely &known throughout
whitehall that thz Government as a whole gives a vary high
priority to the propsr management of the Civil Service. A
department likes the CSD cannot function effectively unless it
has the full support of Ministers and unless its work =ngagss
the interest of ths Prime Minister herself. The Prime
Minister and the present Government have shown themselves to
have such an interest. We do not know any way in which this
can be guaranteed in the future. We can only draw attention
to our belief in the special importance of Ministerial backing
in this particular field.

It would also be of assistance if th= staffing of th= CSD
could be strengthzn2d by importing a wider range of talent,
'qualification and experience. It would ben2fit both the CSD
and other Whitehall departments if some at least of th= staff
on a2stablishments work in departments could serva for a spell
in the CSD. We think that special priority should be given to
cross posting at all levels betwesn the public expenditure
divisions of th2 Treasury and the manpower divisions cf the
C.S.D. It would also widen the experience available to. the
CSD if they could recruit at a fairly senior level people who
had relevant qualifications and experience outside tha Civil

y




14

Servicea. This was recommended by ths Fulton Committee and
came up more than once in thz evidaace we took. It was a main
point mad2 to us %y Lord Crowther-Hunt.3? #e can understa

the trade unions sczeing difficulty in such recruitment on a
Service-wida basis though we hope they would sse advantage in
and be prepared to agree to a limited number of specialists
being recruited into tha CSD. We also racognise that thsre
are difficulties in persuading gcod people to lzave businzsss
carsers for the Civil Service. Nevertheless, we beliave this
matter to be an important one and it should be pursuad with

vigour.

The CSD must be equipped to promote not only higher
efficiency but also a better quality of service. We were
impressed by what Mr William Plowdan had to say about ths
quality of service providad by civil servants and about the
guestion of whether or not they achieve the policy objectives
at wnich they aim on behalf of the Government: '

"But important though economy and =fficiency are, they
are not or should not be the sole objectives of
government administration. Quality of servics is at
least as important... For programmes such as law and
order, road safety, job creation or ths2 encouragzment of
technological innovations, the main question, under

" governments of any political persuasicn, is whether thesy
are effective - i.e. do they achieve their objectives?
The task of ths Civil Service is, therefore, to plan and
administer effactive programmes, within the constraints
laid down by Ministers. This is a far more complex task
than much of commercial managasment, and conventionsa
managarial skills are relevant to only part of it."

Mr Plowden also drew attention to a number of problems which
contemporary critics have identified in ths Civil Service.
They includad th2 excessive independence left to individual
departments in matters of internal management and the absence
of any systematic arrangements for programme evaluation. A
more strongly staffed CSD with full Ministerial support is
essential if such problems are to be tackled satisfactorily.

The relationship between the CSD and Treasutry

W2 believe that many of the advantages which would flow from a
mergar of thes two Departments could be orocured while still
keaping tham separate. There are three changss which we think
the Government might consider:-

i) Liaison between ths Treasury and CSD would be imptroved
if the two Departments were located in the same building.
Both Sir Samuel Goldman45 and Lord Croham attachad
importance to this. Lord Croham's words were:-




)

"Tncidentally, th2re is a point which is touch=2d upon
in the ra2porkt, to which I attach great importance. If
you want d2partments to work closer togsthar, it is
rathar important that thsy should be in ths same
building...The CSD was deliberately taken out of
Treasury building against my wishes, becausa the
physical separation reduced the number of points
contact. If you want people in different parts of an
organisation to work together, I believe it is quite
valuable if thsre are occasions when their contact is
informal and not specially organised. If you are in
ths same building it is very easy. If you are in
separate buildings, particularly across the distance
from Great George Strset and the 014 Admiralty
Building, the contact is on th2 telephone; you ring up,
tha man is not the=re, you put the telephone down and
say "Why bother?" Therefore, if you want to get closer
working, whether you leave them separate or merge tham
into a singls department, geot them into a single
builéing."

The report referred to by Lord Croham is the joint
Treasury/CSD study which discussed the full co-location
of ths two departments and also the co-location in the
Government Offices, Great Georgs Street of "staff
concernad with th= control of Civil Service manpower,

those concerned with public expenditure control, and
those concerned with improvements in the financial and
management systems op=srated by iepa:twgnts and the

scrutiny of departmental efficiency.” The former would
b2 difficult and rather expenzive, costing £550,000. The
latter would bz easier to arrang=z and cost €150,0C0. It
is unfortunately true that th2 latter would s2parate
physically manpower control from pay and the other
functions of tha CSD and we do not favour that. We think
full co-location, despite its difficulties and costs, is
highly desirable if the two departments are aver to work
effectively togather.

ii) There is a case for the two Departments sharing
common services, According to thz joint study report
these comprise financial control and accounting in
relation to departmental expenditure; organisation and
complementing of departmental functions; deployment,
personn21 management, training and remunaration of staff;
office services such as accommodation, typing and
messangar services; filing and records managament;
information and library services; and central co-
ordination.4 The amalgamation of thsse functions, at




present divided bestweesn the CSD and Tr2asury, would save
34 staff and 2370,029 a y2ar. It would also facilitat
cross posting betwean th2 Departments which should
improve liaison and strengthen thz staffing of the CSD.A
detailed plan is given in Ann2x 4 of the joint study, but
the chang= is not favoured by the joint study in
isolation from a full merg2r of the two Cepartments. One
difficulty is that the officer in chargs would have to
report to two permanent secretaries who might, for
example, have conflicting views about the stzaff thay
wanted for th2ir own departments -though the difficulty
is overcome where common services are shared alreadv e.qg.
between the Department of Industry and the Dapartment of
Trade and between the Department of the Environment and
the Department of Transport. The difficulty is clearly
not insuperable and we can sse no othar rsascons for the
two Departments not sharing common services, . e;pec1a11y
if colocation is proceeded with,
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iii) We agree with the joint study that it would be
desirable to transfer the CSD's Accountancy, Finance and
Audit (AFA) division, which is concernsd with the
develcopment of financial systems in Whitehall
departments, to the Treasury. Aas the study says, this
would bring the AFA division's work alongiide the related
work of the Treasury Officer of Accounts. .

Th2 proper policy objectives of the CSD

The basic objective is an efficient Civil Service both in tha
sense that it accomplishes effectivaly the tasks it is set and
in th2 sense that it does so with a minimum of numbers
employsd. We attach great importance to raising productivity
put it is too narrow to concantrate exclusively on numbers.
Reforms may be needed in areas which are at l=sast as
impertant.

We note that Lord Croham went so far as to say that he thought
the training of civil servants was a far more impggtant topic
than the organisational structure of departments. It is now
twelve yesars since thz Fulton Committee reported on "the
structure, recruitment and manazgement, including training, of
the Home Civil Service". Some of thz Committee's
racommendations have since been carried into effect but little
progress has bean made with othsrs. Ths whole ground was
covered again three years ago in the Eleventh Raport from ths
Expenditure Committee which madz furthsr recommendations.
Again, although some of thess were accepted by Ehe Government,
others, arguably the most important, were not.

We believe there are reforms advocated in the oast and not
implemented or only partially implemented which now need to be
urgently re-examined. High among these are the recruitment,
training and Jjsployment of people within the Service. 1In
perhaps its most striking statement, the Fulton Committee said
that the Civil Service was "still too much based on the
philosophy of the amatsur (or 'ganeralist' or 'all-rounder')."
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Bdditionally, the Committee thought that too Ifew civil
sarvants were 3killed managers. 1t made a number of rzlevant
recommendations, the chief of which we2re reconsidered in th2
Expenditure Committee's report. Ons was that thare should be
a "single, unified grading struckture covaring all civil
sarvants from top to bottom". So far this has been
accomplished only down to Under Secretary level. The
Expenditure Committee recommended that the open structure
should be extended downwards toc Assistant Secretary as
speedily as possible and that work should begin on the
lengthier task of extending it to the Principal level at
least.

Anothar Fulton recommendation was that "The Service should
develop .greater professionalism both among specialists ... and
administrators... For thz latter it means enatling them to
specialise in particular areas cof government". 7 Nine years
later the Expenditure Committee had still to comment "... we
are ... somewhat doubtful about the frequancy with which
members of the Administration Group move from job to job, not
as part of an on ths job training scheme such as we suggest3
but merely with some vague idea of giving them experience." 3

It was also recommendzd in th= reports of the two Committees
that greater efforts should be made to make the final
affectiveness of a programme of public expenditure the
orinciple by which it should be guided. This places demands
on the training and structure of the Civil Service and on the
methods of control of public expenditure and of the Civil
Service itself.

The comments and recommendations of the two Committees still

ssem to us to make good sense. We urge ths Government to give
fresh consideration to these matters.

Summing up

We believe that, particularly in the circumstances of the
present day, a total merger of tha2 CSD and the Treasury would
not be profitable. Attention should be directed to
revitalising thea CSD in the ways we have suggested in
paragraphs 29 to 38. We think that changes in the areas we
have described would avoid the disavpointments of the past.
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PROCEEDINGS OF THE COMMITTEE RELATING TO THE CONSIDERATION o’
THE KEPORT
Monday 8th December 1980 .

Rt Hon Edward du Cann, in tke Chair

.Mr Kenneth Baker Rt Hon Terence L. Higgins
Mr Anthony Beaumont-Dark Rt Hon Robert Sheldon

Dr Jeremy Bray Mr Richard Shepherd

Mr Timothy Eggax Mr Richard Wainwright

Mr Michael English Mr EKen Woolmer

Report from the Sub-Coumittee (The Future of the Civil Service
Department) brought up and read.

Mr Ken Woolmer declared an interest in the consideration of the
Report as Parliamentary Adviser to the Inlard Revenue Staff
Federation.

Ordered, That the Report be read a second time, paragraph by
paragraph. - }

Paragraphs 1 to 9 :ead and agreed to.

e — —

Paragraphs 10 and 11 fead, amended and agfeed to.
Paragraph 12 read and agreed to.

Paragraphs 13, 14 and 15 read, amended and agreed to.
Paragraphs 16 to 19 read and agreed to.

Paragraph 20 read.

An Awendment proposed, in line 14, after "Treasury" to insert
the words "although, to be fair, the CSD does not even know how
many of its staff, if any, are qualified members of the Institute
of Personnel Manzgement."-(Mr Michael English.)

Question, That the Amenduwent be wade, put and negatived.

Another Amendment proposed, in line 24, after "preferable", to
insert the words "at least initially "-(Mr Michael English.)

A

Question, That the Amendment be made, put and negatived.

Paragraph agreed to.

Paragraphs 21 and 22 read éﬁd agreed to.

Paragraph 23 rééd_as'follows - "We have set out in paragfaphs :
16 to 22 what seem'to us to be the main considerations to be

weighed before deciding whether or not ‘a merger is worthwhile. We
are convinced that significant improvements need to be made to

' 25




. improve the C3D but, cn balance, we believe the arguments tell
against a merger at the present time. We are fortified in this
broad conclusion by the fact that orgamisational change is bound
to be disruptive and absorb the time of senior officials and is
the occasion of a loss of efficiency which takes time to make

occd. Because of the disruption involved, Sir Samuel Goldman

thought that organisational change is only worth embarking upon .

when the ultimate balance of advantage is "clear and unmistakable“.ao
On the other harnd, as Sir Robert Armstrong told us, it is -
doubtful if "there is an organisation ofzqhe centre of government
which is universally and forever right".”  Whether or not there
might be a case at some -time in the future for looking again at the
total merger solution depends on what can be dore meanwhile to
revitalise the CSD. We consider that later-in the report but,

first, we look at the two other forms of re-organisation mentioned

in paragraph 3." '

An Amendment proposed, in line 6, before "merger" %o insert the
word "complete".-(Mr Michael English.) : -

Question, That the Amendmwent be made, put and négatived.

Paragraph agreed to.

Paragraph 24 read and agreed to.

Paragraph 25 read.

An Amendment proposed, to delete from "The difficulty iS......"
to end of the paragraph and to insert the words: "This argument
igncres the fact that in most industrial organisations, including
very large wultinational companies comparable in scale to many
governments, personnel functions are separated from financial
functions (as, of course they are in Her Majesty's Government)
but management services functions, dealing with quantifiable
efficiency, are usually placed with financial functions not (as
in Her Majesty's Government) with personnel functions. Everyone
in fact agrees that some functions should be transferred from
the CSD to Treasury (see the discussion on the Accountancy,
Finance and Audit Division in paragraph 32 (iii) below). Some
functions which have no particular logical department, e.g.

.Government Hospitality and Catering, might well stay where they
are in CSD on the grounds that unnecessary change is undesirable.
This still leaves a residue, however, of management services
divisions, currently in the CSD, which collectively comprise
the divisions which should be carrying out the CSD's function
of ultimately ensuring the efficiency of the civil service as
a whole, the very function which the CSD has been criticised
for performing less than adequately. When the CSD's present
personnel functions were in the Treasury, it was criticised
for neglecting: them by the Fulton Committee in 1968 and hence
the CSD was created but the Treasury was not then criticised
primarily for neglect of its other functions and. Lord Crowther-
Hunt in his evidence to us did not give us any very clear reason
why some of these other Treasury functions were transferred with
the personnel functions to the CSD (QQ 964-971). This, it seems
to us, was an error which should be rectified. We believe it is

“0




right to keep the CSD but primarily as a personnel department.
concerned with recruitment, training, promotion, pay, conditions
and above all negotiations with tracde unions. Its present '
management services divisions, however, fit more closely with
the Treasury's public expenditure control function and shoul
therefore be transferred to the Treasury which should thern

have restored to it the function of ensuring in the ultimate

the efficiency of the civil service."-(Mr Michael English.)

Question put, That the Amendment be made.

The Committee Divided.
Ayes 1 Noes 8

Mr Michael English Mr Kenneth Baker
: Ir Anthony Beaumont-Dark

Dr Jeremy Bray
Mr Timothy Eggar :
Mr Terence L. Higgins
Mr Robert Sheldon
Mr Richard Wainwright
Mr Ken Woolmer

Paragraph agreed to.
Paragraph 26 read and agreed to.
Paragraph 27 read.

An Awendment proposed, in line 2, before the word "merger"
insert "total "-(Mr Michael English) '

Question, That the. Amendment be made, put and negatived.
Paragraph agreed to.

Paragraph 28 read and agreed to.

Paragraphs 29 and 30 read, amended and agreed to.
Paragraphs 31 to 33 read and agreed to. .
Paragraph 34 read, amended and agreed to.

Paragraphs 25 and %6 read and agreed to.

A Paragraph - (Dr Jeremy Bray) - brought up, read the first and
second time and inserted (now paragraph 37). \

Paragraphs 37 and 38 (now paragraphs 38 and 39) read and agreed to.

Resolved, That this be the First Report of the Committee to the
House. -

The Committee deliberated.

Resolved,_That the :esclutibn, That this.be the First Report of.
the Commitfee to the House, be rescinded - (The Chairman) :

77




. _ Resolved, That the resolution, That paragraph 23 be agreed to, be
rescinded - (The Chairman)

. Ordersd, That paragraph 23 be re-committed to the Sub-Committee -
(Mr Woolmer)

The meeting was suspended.
The Committee resumed.

Paragraph 23 brought up from the Sub-Committee, read the first and
second time and added to the Report.

Resolved, That the Report as amended, be the first Report of the
Committee To the House.

Ordered, That the Chairman do make the Report to the House.

Ordered, That the provisions of Standing Order No. 85 be
applied to the Report.




: .

MINUTES OF EVIDENCE AND APPENDICES

Evidence taken up to and including Wednesday 12 Novemb
has been published by HMSO and is not republished here. Ts‘
evidence may be obtained from HMSO under the following
references:

Wednesday 18 June 1980
Sir Robert Armstrong HC(1979-80)333-ix

Wednesday 2 July 1980
Sir Ian Bancroft, Sir Douglas Wass HC(1979-80) 33%3-x

Wednesday 9 July 1980
Lord Crowther-Hunt HC(1979-80)333-xi

Wednesday 29 October 1980
Sir Derek Rayner, Mr Clive Priestley EC(1979-80)333-xii

Wednesday 5 November 1980
Council of Civil Service Uniomns HC(1979-80)333-xiii

Wednesday 12 November 1980 -
Lord Croham, Mr William Plowden HC(1979-80) 333-xiv

Published here are Minutes of Evidence taken on
26 November 1980 from Mr M V Hawtin and Mr J K Moore?} and the
Appendices.

*(N.B. It has not been possible to check this proof which has
been deposited in the Vote Office for the convenience of
Members. The evidence is, therefore, uncorrected and should
be treated as such.)
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MINUTES OF EVIDENCE TAKEN BEFORE THE 269
TREASURY AND CIVIL SERVICE SUB-COMMITTEE

26 November 1980)

Mr M V HawTin

[Continued

and Mr J K Moorg

WEDNESDAY 26 NOVEMBER 1980

Members present:
Mr Robert Sheldon, in the Chair

Mr Timothy Eggar
Mr Michael English

Mr Richard Shepherd
Mr Richard Wainwright

Examination of Witnesses

Mr M V HawTiIN, Assistant Secretary, HM Treasury and Mr J K MoORE, Assistant
Secretary, Civil Service Department, called in and further examined.

Chairman

1179. Mr Hawtin and Mr Moore, let me
thank you for coming to this sub-committee.
We have read with great interest the joint
Treasury and CSD report on “The Integra-
tion of HM Treasury and the Civil Service
Department”, It does deal with it in great
detail and we are thankiul to you for
producing this. The first question that I
should like to put to you, because a lot of
this report that I have read points out some
of the disadvantages of integration, is this:
could you just tell us some of the advantages
to which you would like to draw our
attention? I

(Mr Moore) Yes, thank you. I think the
first point I should like to make, if I could,
is that the points that we make cannot be
set out simply in terms of numbers. There
is the question of weighting the points; so
that a few on one side or the other does not
in fact necessarily weight the argument=we
express no opinion as to the weights of the
arguments, But [ think the points to which
we would draw attention are firstly the
onorturlity for improvement and promotion
of financial and management systems in
Departments. We say that you can do quite
a lot under the frﬁent arrangements, [t
would be arguable that one Department
might do less than the CSD has done, but
we think that there is scope for improve-
mentia Jie promotion of financial and man-
agement systems. Secondly, one could say
that one organisation might be more likely
to resolve conflic licies without trou-
bling Ministers to’ form collective views.
Again, I think one jhas to be aware of the
other side of the question, that some topics
do in fact deserve a collective view. -

1180. But that would only be in the case
of deep integration, would it not?

(Mr Moore) 1 think it would also be the
case under our Option A integration, In
relation to manpower, one would still be

N.B. It has not been possible to check this proof
which has been Eenosi%ea in the Vote Oifice %or The
convenience of Members. The ev

convenlience ol llembers.

bringing that together with the control of

ublic expenditure within one Department.

tly, of course, I think one must not
forget that we have suggested - measures
that would lead to some money savings
arising from staff; so that is something to
be taken into account. It is, of course, a
saving which only arises once immediate
costs have been paid off. Those, I think, are
the three points I would add to what the
report already says,

1181. You also go on to say that conflicts
could arise between the objectives of reduc-
ing manpower and restraining public expen-
diture. Could you elaborate on that?

“ (Mr Moore) Yes. | think it might help if
we were to turn to the report.

1182, Paragraph 35 was, I think, the one
I had in mind.

(Mr Moore) Yes, that is the reference in
the report. In the annexes you will find this
in Annex 3, paragraphs 20 and 21 on page

5. In paragraph 21 we list some of those

arcas where we think it is possible to
foresee—and not only to foresee, but also
on the basis of experience,to lisE some of
the possible areas of conflict.

1183. How do you see this conflict
demonstrated?

(Mr Moore) | think it would arise when
the possibility of reducing expenditure or
raising revenue cut across a policy of reduc-
ing staif numbers.

(Mr Hawtin) Yes. We have given a num-
ber of examples in paragraph 21 of Annex
3. One in Section (d) is that the capacity of
the Government to raise the revenue it
requires could, in certain circumstances, be
damaged if a manpower cut were required
in that area. A second example is that there
may be cases in the benefits field where an
increase in manpower devoted to checking
on claims and detecting fraud will give rise
to larger expenditure savings. This is an

e _evidence is thererore

uncorrected and should be treated as such.
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issue where the Government has to take a
view on where priorities lie, given the exist-
ence of both its general policies on public
expenditure and its policies on Civil Service
numbers. We are not suggesting it is not
perfectly possible to take that view within
an integrated Department; we are simply

_posing, as an issuc, the question of
whether that is better dealt with under one
roof or as between two Departments.

1184. How would it be affected if there

were deep integration?—Option B, that is?,

{Mr Hawtin) Then you would have at
divisional or working level in the integrated
Department staff that were dealing with the
Department concerned in all its aspects,
both in terms of the control of its expendi-
ture on policies and programmes and the
control of the administrative costs needed
to carry out those performances, and there-
fore you would be requiring views to be
taken - where conflicts arose. If and where
conflicts arose, one would require these

- to be dealt with lower down the
organisation, and if necessary pushed up the
hierarchy for resolution.

.1185. 1 have just one more question. You
int out the advantages of co-location.
at means in the same building as much
as you possibly can, Would you like to
comment on the question of having co-
location for the two Departments even if
there were not to be any merger? Would
there be any benefits in such a situation?
(Mr Moore) 1 think that we felt that
facts on co-location are set out in the report,
so that we did not specifically discuss how
co-location would aperate if the two Depart-
ments were kept separate. It is certainly
true that the two things are logicaily separ-
able. You could co-locate and you could
keep the two Departments separate. In so
doing you would be incurring the larger
part of the costs associated with co-location,
and indeed with merger, and you would
have 10 ask yourself what the benelits would
be. Here, I think we have always found
ourselves in an area of behavioural and
psychological judgment. It is a clearer case
to say that you would expect to find co-
location beneficial if you integrate than to
say that it would be beneficial if you did
not integrate, and taking into account the
costs involved you might come to the con-
clusion that it would not, on balance, be a
: step. But it is very much an area
of judgment.

0JIN£JJ8bhp60pphxpjBxJFO

Mr English

1186. In the course of your study, did
you come to the conclusion that the present
CSD was dealing better with the trade
unions than had formerly been the case
before it was set up?

(Mr Moore) 1 think that 1 would find
that a very difficult question to answer
because [ was not actuglly there before the
Department was set up. I think also that we
would have felt that the question of whether
or not it was doing better than it had done
in the past was not within our terms of
reference. It was a question of defining an
integration now and seeing how that would
grk"‘dealing with the unions as they are

ay.

1187. 1 will rephrase the question. Did
anything come to your ears as you were
doing this investigation that led you to
believe that the relationship with the trade
was not being carried out acfjuately? -

(Mr Moore) By the CSD you mean?

1188, Yes.
(Mr Moore] No.

1189. Well, the CSD does it primarily.
(Mr Moore) 1 think the answer to that
would be no.

1190. Did you get the impression that
the other side of the CSD, its manpower
and management services side, could be
improved?

(Mr Hawtin) Well, to take the manage-
ment services area generally, we have drawn
attention to the garticular area where the
Treasury and CSD interests come closest
together, which is in the promotion of
improved systems of financial control in
Departments; and we have drawn attention
to some difficulties that may have arisen on
that front, arising from the fact that there
are two departmental interests involved. We
have suggested that that area -~ . 'v .

& __ would be a feature of an inte-
gmuon. if it took place. If it were
ecided not to integrate the two Depart-
ments, then there might be some scope for
rearrangement of responsibilities.

1191, Yes, I have understood that. Have
vou had the opportunity to read the oral
evidence that Sir Derek Rayner gave to this
Committee?

(Mr Hawtin) Yes.

1192, It differs slightly from what we
had hitherto been led to believe was Sir
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Derek Rayner's view, You will have noticed
that he was of the view that, for example,
the personnel side, as [ call it, of the CSD
should retain a Minister and a Permanent
Secretary. In other words, were they talking
about amaigamating the CSD with the
Treasury? What exactly are we talking
about? At the moment there are two Min-
isters in the Cabinet who represent the
Treasury plus junior Ministers. There is a
Minister in the Cabinet who represents the
CSD as well as the Prime Minister plus a
Permanent Secretary who is Head of the
Civil Service. If you put the CSD in the
Treasury and keep, for the personnel pur-
poses, bargaining with the trade unions and
so forth, a Minister at that level and a
Permanent Secretary, have you actually
changed much?

(Mr Hawtinj 1 think we have to say that
this is an area whete we did not ourselves
consider what one would be doing in detail
at the ministerial and Permanent Secretary
level. It did not seem appropriate for a
study 5 at the level that we were
carrying it out to go into this area.

Mr English: I see. Thank you,

Mr Wainwright

1193. I should like to test the validity or
otherwise of the notion, which of course is
attractive to those of us who have worked
in industry, that the power of the purse is
needed in order to enforce good manpower
licies on a reluctant Department. Indeed,
ir Derek Rayner expressed that to us when
he said, “I find it ve? difficuit indeed to

imagine how a strong Permanent Secreta

can be made to toe the line except wit
money”, Now is it really the case with an
organisation like the Treasury, if we may
suppose that on the supply side the Treasury
felt that after a very tough match it had
obtained a very good settlement in that
respect, something with which it was very
content, is it really a likely option that the
supply side would be willing to have that
upset in order to use the negative power in
the interests of enforcing manﬁowcr policy?
(Mr Hawtin) 1 think we have tried to
draw attention to the arguments on either
side on this issue and I do not think it is for
us to try and give a view on how they fall,
But on the positive side, as we have said in
paragraph 34 of the report, integration
would bring together in a single Department
the central functions for economic planning
and management of Civil Service =~ man-
power costs with those of other public

resources, and that could strengthen the
ition of the centre in relation to the
epartments. I think on the other side one
hes to take into account the effects in terms
of the load and spread of responsibilities at
the top of the Department and the point to
which you have drawn attention that the
manpower element will often be rather
small in terms of fnancial amounts in
relation to big policy issues.

1194, Yes, it will. I am reaily querying
whether, with an organisation set up as the
Treasury is—and no doubt rightly is—it is
really altogether meaningful to talk about
bringing the whole thing under one Depart-
ment, because if the Department is organ-
ised in two sides and the suFEly side is of
great importance, is it really likely that this
negative gower is going to be of all that
much use?

(Mr Hawtin) Well, under cither of the
ootions that we I:Iavc smdup in cn.;r report
the manpower and expenditure icy con-
trol would be brought together .Pohelow the
very top of the Department in a way that it
was not prior to the split of the two Depart-
ments in 1968. *

1195. But even so, would they be brought
logether at the genuinely operational level
where these things are fought out or would
it mean that a conflict like that had to be
taken cach time to an unusually high level?

(Mr Hawtin) They would n t
together at operational level that is quite
true. Whether they would be brought
together at the level at which these things
are fought out would depend very much on
the way the issues are Terclved and the way
Ministers were collectively setting about
resolving them, I think. :

1196. Lord Croham told us very suc-
cinctly that in the Treasury power was used
more toughly at the bottom than at the top
and this set me thinking on this very point
as to whether there would be any great
reality in using the power of the purse to
make them toe the line. .

(Mr Hawtin) There is a dilemma. On the
one hand to get an organisation which
would have the most concentrated focus ,on
spending Departments, one needs something
on the lines of Option B. On the other hand,
that does involve a very significant upheaval
and dilution of expertise in terms of pursu-
ing the manpower policy and involves going
much further than has been the case
historically,

wnder Opbiom A




UJJNBJ.I5ONPOUPPNX

272

MINUTES OF EVIDENCE TAKEN BEFORE THE

26 November 1980]

Mr M V HawTiN

(Continued

- and Mr J K MOORE

Mr Wainwright: Thank you.

Mr Eggar

1197. Earlier on you listed the additional
advantages, if you like, of integration and
Option A. Do you think that these advan-
tages are achievable without going as far as
Option A, merely improving liaison between
the CSD and the Treasury?

(Mr Moore) 1 think that the first one
that I drew attention to, that is the promo-
tion of improved financial and management

systems, is an area Where it is possible to go -

quite a long way towards achieving the
objective without integrating the Depart-
ments. We have covered this point in para-
graph 28 where we suggest the lransfer of
AFA Division to the Treasury. I should say
that that transfer is in itseil a matter of
judgment and a matter of balance, and we
ave said as much in the report, but we
think that that step would be one that could
be taken without integrating the Depart-
" ments and would give most of the benefits.
The other two points that [ drew attention
to would not be affected in the same way by
the choice as 1o whether to integrate or not.

1198. You could achieve point two, could
you not?

(Mr Moore) Well, that depends on
whether you think a view—a collective
view—ought to be formulated in relation to
the arcas where we see conflict. It is cer-
tainly true that with two Departments the
issue will be resolved, but it may be at a
very high level, With an integrated Depart-
ment it may be that where it is appropriate
similar conflicts will be resolved at a lower
level. So it is not quite on the same basis as
the fict et

1199. But why could you not achieve
resolution of your conflicts at a lower level
if the two Departments are separate, if the
instruction were that this was to be done?

{Mr Hawtin) Because you would have
co-equals in charge of the Departments. I
mean that under a singie Department there
would be, in the last analysis, a Minister
who would be in a position to take a view
on priorities; that would not be the case
with two.

1200. You are talking about the differ-
ence between the Minister making a deci-
sionﬂ and Cabinet making a decision, are

ou?

(Mr Hawtin) Yes.

ATIRIDTIAOLL . 7A .

1201. I fully see that, yes. On page 9 of
your report, in the middle of paragraph 15,
vou make an assumption: “We have
assumed that a decision to merge the Treas-
ury and CSD would imply a decision to give
greater priority to the unified control of
public expenditure than to the unified man-
agement of the Civil Service ..." Why is
that assumption valid?

(Mr Hawtin} Tt was an assumption that
we felt we had to make for the purpose of
putting together a possible organisation of
the combined Department. Our feeling was,
given our terms of reference and the smpha-
sis on improved central control of pubiic
expenditure and Civil Service manpower
and the promotion of greater efficiency in
the Civil Service, a decision to go ahead
with an integration would imply a decision
to want to bring fhese elements in the two
Departments closer together. So for the
purpose of constructing a possible organi-
sation, we made that assumption. Now it is
not, obviously, the only sort of merged
organisation you can contemplate and prior
to 1968, of course, the manpower function
was separate from the expenditure control
function right up to the very top of the
Department.

1200. But why would it give greater
priority? That is what | simply do not
understand.

(Mr Moore) 1 think it might be quite
helpful to take into consideration on this
point Annex 3, where we discuss the argu-
ments that lie behind the assumptions that
we have made in this section of the report,
and panicuiarlearagraphs 2 and 3 which
discuss the links which exist between the
manpower control and other functions. That
then leads to the conclusion that we draw

(on the following page in paragraph 8) which
we import into the main body of the report.

(Mr. Hawtin) We have attempted to draw
attention there to the fact that manpower
control has these verBimportam links with

the other present CSD functions and it has
important links with the general issues of
pubic expenditure control and efficiency and
effectiveness in Government.

(Mr Moore) 1 think it might help if I say
that the present distinction=/kal" /s having
two Departments -~ - in - this situa-
tion-s that a line is drawn through the links
that manpower has with public expenditure
control,and the links which it has with the
management of the Service are maintained
by the existing organisation. If you are
looking at integration, you are presumably
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saying to yourself, “What [ want to do is to
remove the barrier between manpower and
public expenditure and bring those two
together”. That is the assumption that we
have made at this point.

1203. But you are saying, then, that if
you bring those two together you automati-
cally draw up a barrier between that and
the other side of the CSD. Why?

{Mr Moore) Oh, it is not a barrier of the
same kind, because we are now talking
about an integrated Department. It is a
barrier in so far as one rearranges the lines
of responsibility to reflect the connection
between manpower and expenditure control,
and by so doing one has to connect the lines
of responsibility with the management of
the Service at a higher level than one is
doing now and to that extent it is disruptive.

1204. Yes, all right. If T could wrn now
please to Working Paper 4, I should like
very quickly to go through this and take the
various CSD groups and try to identify, if
you like, the arguments for and against in
each of those groups as to why they, the
individual groups as opposed to the CSD as
a whole, should not be integrated into the
Treasury. [ think we have already dealt
with the CSD manpower group in our

revious exchange—that is on page 25.
EVou]d you stick to the argument you have
advanced so far with regard to the man-
power group?

{Mr Moore) Yes, I do not think there is
anything we would want to add at this
stage.

1205. Regarding the management and
organisation group, what would be lost by
taking first of all the Management Devel-
opment Division into the Treasury?

(Mr Moore) Can we be quite clear on
this point that when you say “‘taking it into
the Treasury” we are in fact talking about
into an integrated Department and not
separating it from the rest of CSD entirely
by a departmental barrier.

1206. We are talking about taking it into
Option A, if you like,

(Mr Moore] So that—if I could just get
it clear—you would like to know the effect
of Option A on this group of divisions?

1207. Yes.

(Mr Moore) 1 think that that is best set
out in paragraph 13 of Annex 4 to the main
report. What this section of the annex

0JJN8JJ8bhp60pphxpjBxJFNHEH

attempts to do is to set out how we wouid
suggest reorganising these divisions having
made the transfer of manpower that we
have already been talking avout, and what
we would be secking to do is to maintain
the links between the M and O group and
the Functions and Programmes group of
CSD. We would think that to move t
divisions further into the Treasury, as it
were, into what we have called the Deput
Secretary B Command, wouid be to brea
important links in relation to the mainten-
ance of efficiency within Departments and
within the Service as a whole.

hquOB. What reasons would you give for
that?

(Mr Moore) All this group of divisions is
concerned with the pursuit of efficiency
within the Service or within Departments.
Their mode of operation reinforces this.
Each of these divisions has things to learn
which it can- pass on to other divisions
within the Command and indeed to pass up
the line to the Deputy Secretary in charge.
We felt that to move them further towards
the Treasury would be to break those valu-
able links. :

Mr English

“1209. But the Head of these Divisions
gave evidence to a Select Committee of the
House saying that they were not responsible
for the efficiency of the Service. d

(Mr Moore) Perhaps I have not chesen

exactly the right word. I hoped to convey
the impression that they were responsible in_-
the sense ofjinterest in these matters. They
do not carry the dirsct responsibility on the
ground.

Mr Eggar

1210. But why can you not have that
under Option A? Why are they going w0
lose the advantage that. you have just
described?

(Mr Hawtin) 1 think directly under
Option A, in terms of their immediate
surroundings, thi would be very little dif-
ferent from how they are at the moment, in
the sense that basically under Option A we
have imported a Deputy Secretary Com-
mand from the CSD into the organisation
and suggested that he should take responsi-
bility for certain related Treasury functions.
So this group of divisions wouid be kept
together. Their links with the other part of
the CSD would be slightly extended, I
think. That is all.

o f'qmm\j e Cenlbre's
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1211. So if we just take those divisions,
the natural loss from following Option A
would be that there would be some more
gﬁocglty about links with the rest of the

(Mr Hawtin) Yes, in the sense of . right
at the top. - ‘e have
not thought it appropriate to speculate on
what the arrengements might right at
the top of the integrated Department, but
these divisions would be reporting up a
different hierarchy to the rest of the CSD,
whereas at the moment they are eventually
coming together,

1212. So there would be no loss of effi-
ciency, if you like, or the effects of the
cfficiency, on the Civil Service, but there
would be a loss of liaison within the old
CSD structure?

(Mr Hawtin) There would be no direct
loss in terms of the way the operational
structure fitted together, Whether there
wouid be a broader gain or loss would
depend on judgments to questions such as
“Would the integrated organisation give
more or less attention to these sort of
matters?"

(" 1213. There is no underlying reason why
they should not, is there?
(Mr Hawtin) No—well, apart from the
question of spans of responsibility and that
sort of thing.

1214. Taking the next major group,
Machinery of Ga.wenmem—we'}l. at is
obvious. As for Accountancy, Finance and
Audit Divisien, you have already indicated

that you would like to s¢e that integrated in

any case, have vou not?

(Mr Hawtin) We have suggested there
are arguments which might lead you to
considering that, although in the situation
of separate Departments there would be a
g:ics to be paid in the sense that vou would

stretching a link between the Financial
Systems' interest and the Organisation of

ents’ interest; but on balance we
think this is an idea worth considering.

1215. To go back to Machinery of Gov-
ernment Division, presumably it does not
matter where that particular division is,
does it?

(Mr Moore) 1 do not think [ would go so
far as to say that, but it is true to say that
a lot of the work that it doesiwill report
directly to the Head of the Home Civil
Service, whoever it may be, and would not

therefore fall to the intermediate steps, so
to that extent it does not matter where it
goes.

1216. What about the Operational
Research Division, does it matter where
that goes?

{Mr Moare) In the sense that it does not
generate a great deal of work to go up a
reporting line, no it does not, but in the
sense that it is directly operating in support
of certain functions, yes it needs to go near
those functions, and that is what we have
tried to arrange under Option A~that the
operational research expertise is readily at
hand, within the same Commands where it
is most often used.

(Mr Hawtinj Perhaps I could just add
that there are two elements to this, There is
the operational research effort that goes
into helping artments and there is the
effort that goes into helping the other parts
of the central Treasury and CSD, and we
have suggested that those two™PHnight be
separated so that they would be more
closely related to the other things that they
assist.

1217. The next part concerns the Com-
mon Services Organisation. | detect that
you did not see any insuperable problems, if
there were integration under Option A. in
integrating the Common Services.

(Mr Moore) There are no insuperable
problems. The process itself will take some
time, but one is essentially joining like
functions together.

Mr English

1218. It works elsewhere. Do I detect a
certain reluctance to comment on that state-
ment? I said: it works elsewhere—it was a
question.

{Mr Moore) Yes, it certainly works else-
where, but it may have been arrived at by
a different route and that may be signifi-
cant. It works elsewhere where large
Deapmments have been pulled apart, but in
order to avoid certain disruption the Com-
mon Services elements have been kept
together. We would be envisaging a situa-
tion where two Departments with separate
identities would be pushed together.

1219. You could say that the Treasury
and CSD were pulled apart after 1968.

(Mr Moore] That might have been an
opportunity for maintaining Common Ser-
vices had the idea been in currency at the
time.
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Mr Eggar

1220. Looking through Working Paper 4
again, on page 32 we again talk about the
Functions and Programmes Group in the
CSD. What are the problems there, if you
followed Option A, for that group?

(Mr Hawiin) 1 do not think there are
great problems. As [ understand it, this is a
group which has strong links with Man-
power Control. Indeed, it has some man-

er control functions at the moment itself
in respect of the Common Services Depart-
ments. It is concerned with efficiency and
cost-cutting studies of the sort initiated by
Sir Derek Rayner, and therefore there is an
important sense in which it needs to be near
the manpower control function. But there
are also links in the other direction, with
the other elements of arganisation and man-
agement systems work. So I do not think
there is any specific problem arising from
the Option A organisation.

1221. So would it be fair to say that the
biggest problem,from your point of view, in
Option A lies with the integration of the

anpower Group with the rest of the
Treasury and that other various Divisions
and Departments would go in quite

happily?

Fﬂr Hawtin) 1 do not think it would be
fair to say that there is a problem under
Option A in terms of integrating the Man-
power Group -because it is kept distinct as
an entity. The issue arises because you are

rating that CSD function. from the
mr functions related to the management
of the Civil Service.

1222, If I can get back to that point, I
do not really see where there is more
separation under Option A than there is at
the moment.

(Mr Hawtin} Well, there is more separ-
ation in the sense that the things would
come together higher up the organisation. 1
mean, they come together fairly high up the
organisation.

1223. Exactly!

(Mr Hawiin) Yes, it is a question of
\;hci: at the very top they come together, |
think. '

1224. You are talking of a difference of
one grade, as I understand it.
r (Hawtin) That is right.

1225. So presumably if you had a few

more open doors and talked to each other a
bit more there would be no problems.

0JJN8JJ8bho600ohxpiBxJFbhoX

(Mr Moore) You might be making a
difference of one grade. That would depend
upon what arrangements are made at/Sec-
retary level.

1226. Can vou clarify that for me?

{Mr Moore) It is an area that we have
not looked at in detail, but I would just like
to suggest that it does not follow that the
same number of Second Permanent Secre-
taries wouid be required within an inte-
grated Department as in the two together—
the two separate Departments that is.

1227. So you would have redundancy—
is that what you mean?

.+ (Mr Moore) 1 do not know what it might

mean,

(Mr Hawtin) Could 1, by way of trying
to sum ug what Option A is doing, refer to
paragrap 6 in Annex 4, where we say:

The ‘main aims of this reorganisation
would be (i) to premote a more coordinated
approach to the use of all types of resources
used by central government while minimis-
ing any disruption to the implementation of
the government’s existing expenditure and
manpower policies; (ii) to bring together
central work on systems of financial control
4n departments with responsibility for the
government accounting framework so as to
provide a focus for their development”.

1228. Yes, but if T may say so, your
report is not over-enthusiastic about Option
A generally. I mean, you say you do not
come down to a judgment, yet it could be
said that a lot o'Fl the apparent arguments
that you have put up against integration—
or implied arﬁuments (I do not want to read
things into the report that you may claim
are not there)—when one actually gets
down to looking at the different groups, are
not significant. We are talking about the
difference of one grade in the manpower

oup.

(Mr Hawtin) 1 think that is fair, in the
sense that you are not doing anything very
radical to the component organisations,
although that said, it is more radical than
the situation that existed before the two
Departments were split. )

Vb e R It is more
a question of things like the load at the top
and the way policies are dealt with, on
which we have attempted to set out some of
the considerations on either side. As we
have said, we have attempted to minimise
any likely disruption to poricy objectives.

Parimanant
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1229. So the organisational arguments
are not overriding?

(Mr Hawtin) 1 am sorry—overriding in
what sense?

1230. Not overriding against integration
under Option A.

(Mr Hawtin) We think this is an organi-
sation which could work—I mean, in the
sense that it is intended to be a working
model.

1231. I am relieved to hear that. Could
I ask one further question? You talk about
the cost, and I think, cbviously, that you
havesto have some co-location—that point
has already been covered. You do not dwell
at all on the savings, except in so far as
they are concrete savings. Do you think
there would be savings by pursuing Option
A in increased efficiency in Departments?

(Mr Hawtin) 1 think that is a very diffi-
cult judgment for us to make. We have
drawn attention to the possibility that, par-
ticularly on the efficiency-effectiveness-sys-
tems side of the central interest, there are
grounds for arguing that bringing the func-
tions together could lead to a better focused
approach from the centre. On the expendi-
ture control side and manpower control, we
have drawn attention to the arguments that
putting under one roof the respansibility for
control of all the elements of public expen-
diture could have benefits and the argu-
ments on the other side that there may be
something to be said for having responsibil-
ity for manpower control under a scparate
management. So I think it may well be that
these arguments may dwarf the quantifiable
savings, but we are not able to make a
judgment on how they pan out.

1232. With the benefit now of having
spent some time on this report, where would
wu sa?r they went wrong post-Fulton?

hat functions went into the CSD that
should have been in the Treasury?

(Mr Moore) 1 do not think we come
away with the clear impression that any
mistakes were made. [ think, as we say in
the report, it was recognised in 1968 that
there would need to be contact within that
area which is now the Treasury Officer of
Accounts, AFA and MD, Management Sys-
tems; and that there would need to be
continuing coordination, as indeed there has
been, between manpower and public expens
diture. So I do not think we would say that
there were mistakes in allocating functions.
It was simply that there are areas of contact
between the two Departments, these that
we have identified, and it is necessary to
keep those contacts up in one way or
another.

1233. But they dc lapse?

{Mr Moore) | would have said from the
evidence that we have seen that although
there were instances where coordination had
not been as good as it might have been,
certainly in the area of the development of
financial systems, things are rather better

-mow than they were in 1968, in so far as [
can see, And not merely in terms of the
development of new techniques in these
areas, but also arganisaliona?ly people are
clearer as to who is doing what.

Chairman: Mr Hawtin and Mr Moore,
thank you for coming and giving your
evidence so clearly and for producing this
reﬁort‘ which we found very valuable and
will be heipful in coming to the conclusions

which we will be reporting ** in due course.
Thank you.
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APPENDIX 1
Memorandum by Sir Antony Part

The future of the Treasury/CSD complex is specially important to the other Government
+Departments. The views of someone who, between 1937 and 1976, served in six such
* Departments and was Permanent Secretary of four of them, may, therefore, be of interest

to the ommittee. ;

2. This note concentrates on the only two of the four options outlined to the Committee
by Sir Robert Armstrong that are realistic possibilities: the integration of the Treasury and
the CSD, and the maintenance of two separate Departments.

Background

3. Any judgment must take into account the extent to which the responsibilities on both
the Treasury and the CSD parts of the front have grown during the last 20 or 30 years.

PSSSSSPIZE

4. On the financial and economic side this growth has been due in the first place to the
increasing complications and sophistications of the international financial economic and
political scene, together with the new dimensions represented by the activities of OPEC
and by the UK membership of the EEC. Sccondly, there is no consensus among economists
about the ways in which these shifting probiems should be tackled: indeed, there-is at
present some polarisation of views. Thirdly, in recent years the system of control over
public expenditure and of getting value for money has not dsveio‘ied to match the needs of
the times. Fourthly, there has been inadequate coordination at the centre and inadequate
delegation from the centre.

5. As for the area at present covered by the CSD, the growth of active unionisation has
created many problems and much more work. Pay and ions have become more
complex and more controversial. So has the development of computers, on which much
remains to be done. Important advances have been made in the tec iques of recruitment,
in carcer development and in training; but much progress is still required under all three
heads. Although the Civil Service record on Organisation and Methods is better than that
of most businesses, there is also need for a more purposeful system of reviews, centrally
planned and monitored, of the efficiency of departmental operations: witness the Rayner
investigations. Finally, far too little has been done to disseminate the best practices
between Departments.

PIZE "ON L/M 0 231y

6. The size of many individual Departments nowadays is also relevant. It is in such
Departments as the Ministry of Defence, the DHSS, the Department of Environment, the
Home Office, the Inland Revenue, Customs & Excise and the DTI complex that the main
experience of large-scale management resides. The problem is how to strike the right
balance between these Departments and “the centre”. .

7. On one view “the centre” should restrict itself to those problems that are common to
the Service as a whole, eg, pay, pensions, grades that are centrally recruited, national
negotiations with Unions, This view is neither sustainable (because the demarcations are
not definable by such inflexible and generalised distinctions) nor desirable (because it
would mi}lilar.e against effective coordination and against cross-fertilisation of the best
practices.).

8. What the so-called “spending Departments” require on the management front is a
forum for mutual consultation, a source of information about the best management
practice, both inside and outside the Civil Service, a firm lead (taken after appropriate
consultation) on such matters as recruitment, pay, pensions, manpower ceilings, relations
between administrators and professionals, opportunities for promotion, arrangements for
career development, top appointments, “Open Government”, techniques for disseminating
information internally and externally, the machinery of Government, and exchanges
between the Home Civil Service on the one hand and the diplomatic service and the
private sector on the other.

9. None of this need derogate from the constitutional responsibilities either of individual
Secretaries of State or of their Permanent Secretaries as Accounting Officers. I think that
the CSD have always allowed this consideration to inhibit their activities too much.
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A General Principle and a False Analogy

10, From the above it follows that a powerful and lively central management
organisation is needed that can work closely and knowledgeably with the operating
Departments. Three dangers are to be avoided. The first is to over-emphasise the concept
of a “unified Civil Service™: in many respects the Service has to be treated as a unitary
organisation, but that is too rigid a definition to comprehend this very varied Service as a
whole. The second danger is 1o regard “the centre” as, for management purposes, the focal
point of a loose federation of Departments. The third is to regard central management (or
any other Civil Service management) as primarily a vehicle for securing cuts in public
expenditure. This is an inadequate definition even of the repressive activities of manage-
ment. It excludes altogether the more constructive aspects.

11. There is a seductive but false analogy with business that suggests that the Treasury
should be seen as a sort of Head Office of the Civil Service, managing the economy and
managing the Civil Service. Whether or not “manage” is the right word to apply to what
the Treasury tries, under ministerial guidance, tc do to the economy, many of its activities
in this respect affect large numbers of people and enterprises who are not under its control.
This has little in common with the management of the increasingly professional kind
rﬁequired nowadays of large bodies of Civil Servants under the direct control of the

overnment. -

12. Indeed for many years the finance and supply sides of the Treasury have been
organised separatsl_;h!'rom the management side, and there has been a minimal overlap
between the two. The Study Team's report seems to suggest that even the potential

roblems arising from the dual responsibility for manpower control have proved minimal
_ in practice, even since the management side has been handled by the CSD.

Future Organisation

13. In recent years the traditional work of the Treasury has grown enormously, and
many would consider that they have their work cut out to master the tasks that face them
in that sphere. One thing seems certain: neither the Chancellor of the Exchequer nor the
Permanent Secretary would have much time to give to the problems of managing the Civil
Service, Delegation of this authority at ministerial leve! within the Treasury would not be
acceptable to the Service. At official level the joint Permanent Secretary arrangement did
not work satisfactorily before and there is no reason why it should do so again. Nor would
delegation at official level to a Second Permanent Secretary of anything except, say
recommendations for top appointments be acceptable to Permanent Secretaries.

14. Moreover, the Treasury has very little cxpm'ence of large-scale management and
practically none of dealing with Unions. Even in its own bailiwick it has not exercised any
noticeable influence on the efficiency of an Inland Revenue Department wrestling with an
over-loaded and very complicated system of direct taxation.

15. In my veiw, therefore, the Chancellor of the Exchequer and senior Treasury officials
would have neithér the time nor the expertise to add responsibility for the management of
the Civil Service to their present responsibilitics. In this respect the broad thrust of the
Fulton Committee's strictures remains valid, and life on both the economic and the
management fronts has become more demanding since Fulton.

16. The CSD, on the other had, cannot claim to have established a convincing track
record. For this Ministers should take some of the blame. *Managing the Civil Service” is
not the most politically attractive activity, except perhaps when cuts in its manpower arg
involved. Yet the Head of the Home Civil Service and the CSD cannot do their job
ﬂoperly unless they are supported by a Cabinet Minister and, above all, by the Prime

inister, with whom—incidentally—the Head of the Service has, under any set-up, more
contacts than with the Chancellor of the Exchequer.

17. As regards officials, I am not in the business of criticising my former colleagues,
with a number of whom I worked closely for several years. So this note concentrates on the
characteristics required of a re-vitalised CSD.

(a) As at present, the Permanent Secretary of the CSD should be the Head of the
Home Civil Service.

(b) He should have ready access not only to the Cabiret Minister responsible for the
Service but to the Prime Minister.
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o(€) He should be given some latitude to speak in public (eg, in a lecture at an institution
such as the Royal Institution for Public Administration) about facts and issues
affecting the Civil Service, so long as his remarks do not run counter to the pelicy of
the Government of the day.

(d) The CSD should be more strongly staffed. Just as most operating Departments have
by now strengthened their establishment divisions, the CSD should insist on the
secondment to it of an adequate number of high-flyers. As a first target, there
should be in the CSD at any one time at least three future Permanent Secretaries.

The CSD should ensure that it contains all the necessary skills at the appropriate

level. If these are not available from within the Service, the CSD should follow the

Exagnp]e of some operating Departments and import them from, cg, the world of
usiness,

(f) Though ths CSD should not feel under any obligation to follow the precise

Er ures introduced by Sir Derek Rayner or the present Secretary of State for

avironment. they should ensure—in consultation with the Permanent Secretaries

of the operating Departments—that suitable regular reviews are instituted in each

Department in order to secure maximum efficiency, better value for money and
close correlation between political priorities and the use of manpower.

18. Finaliy, inter-Departmental coordination is no less important on the mana‘gemmt

front than on the financial and economic side. As regards recommendations for top

appointments, the Head of the Home Civil Service is already supported by a Committee of

some of the most senior Civil Servants. He should consider either using the same

(s:oru'mittee or a similar one to advise him on other issues affecting the management of the
ervice.

Summary

19. The responsibilities of “the centre”, both for economic and financial policy and for
the management of the Civil Service have greatly increased, even since the Fulton Report.

20. There is an inherent fallacy in the suggestion that the two functions are so closely
cbt;nnected that they should necessarily be brigaded under one Department and one senior
inister.

21. The Treasury have neither the time nor the professional expertise to take charge of
an imtegrated operation. :

22. Though the CSD has not so far gained the full confidence of Ministers, Parliament,
the Service and the Unions, it could be greatly improved by the measures suggested in
paragraphs 17 and 18 of this note.

20 November 1980
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APPENDIX 2
Memorandum by Sir Samuel Goldman

I have been asked to give my veiws on the proposal to re-integrate the Treasury and
Civil Service Department.

2. May I first set out my credentials. I spent twenty-five vears in the Treasury from
1947 to 1972. During that time I had charge of a variety of divisions—in both overseas
and home finance and on the public expenditure side. My last post from 1968 to 1972 was
as Second Permanent Secretary and head of the public sector roup comprising all the
cxpenditurc divisions, then under a single command. After retiring from the Treasury in
1972 1 spent some weeks gutting down on paper thoughts on the system of public
expenditure management and control as it had developed over the previous twenty years.
This was subsequently published (in 1973) as the second in the series of Civil Service
College Studies; and some of the observations there still have relevance to the issue now

* under examination by the Sub-Committee (see in particular PP 29-31 on The Departments
and Administration of Programmes; and page 42 on liaison with the CSD and the CPRS).

3. On this issue I should like first to put forward one general proposition. [ believe we
should avoid major changes in the machinery of government, in particular the splitting up
or amalgamation of departments, unless the balance of advantage in so doing is clear and
unmistakabie and commends itself to the large majority of those who have knowledge and
experience in these matters. Over the last twenty years there have been too many examples
of major changes of this kind which have falsified expectations and have cither been
scrapped or reversed, at enormous cost in time and energy, to say nothing of Civil Service

5

4. Applying the test set out above, and after reading all the evidence (including the
minutes) put to the Sub-Committee, I have come to the firm conclusion that complete or
“deep” re-integration of the CSD and Treasury would be a mistake, | would suggest that

ogies drawn from experience in the private sector may be misleading. In relation to
expenditure of resources (human and material), its planning, management and control
there is nothingin the private sector comparable with the character and functions, of the
Treasury and the Civil Service Department. The civil service is not the executive arm of
the Treasury but of Government as a whole, operating through Ministers in charge of and
responsible for their departments to Parliament. Nor is the Treasury comparable with a
board of directors which regruires the presence of a powerful character looking after
persennel and management. The nearest analogy here is the Cabinet itself, where final
decisions on public spending and the Civil Service must be taken, :

5. The Treasury has vital coordinating and supervisory functions in relation to the
public programmes administered i? Departments and 5o has the Civil Service Department
in relation to the organisation and management of civil service staffs, These two sets of
functions have become so elaborated and complicated over time that a high degree of
specialisation as between them has inevitably taken place. I do not beiieve that it would be
conducive to efficiency to try once more (as before 1962) to brigade control over
expenditure with establishment work in single individuals whether heads of divisions or

ersons of higher or lower rank. To attem t to bring the existing divisions in both
Bepanments together in formal groupings of divisions of comparable—or near compar-
able—scope would not improve performance in the management of the Civil Service, and
would almost certainly impair it.

6. But while T would be against complete re-inteFration of the kind which has been
advocated -1 believe large changes could and should be made in organising relations
between the two departments. Though they have specialised functions to perform there is
considerable overlap of responsibilities eg on pay policy, the devising of management and
information systems and in many %ther fields, We should, therefore, look to a widening
and deepening of collaboration on a scale never before attempted. The principal features
which I believe should be introduced, and as soon as possible, are these:—

(i) The two departments must be housed in the same building. This is essential.

(ii) Maximum propinquity should be encouraged at all levels. The two ‘permanent
secretaries should have adjacent rooms with an unlocked door between them! So far
as possible there should be similar arrangements for less senior people.

0JIN8JI8bhpé0pphxpjTppTO




TREASURY AND CIVIL SERVICE SUB-COMMITTEE 281

(iii) There should be a common estabiishment divisicn (as for the Departments of the
# Environment ahd of Transport),

(iv) Cross-postings between the two departments should be frequent. A Treasury official
should expect to serve at least one term in the CSD and vice versa (perhaps in this
case more than one term).

(v) Conscious and determined efforts must be made to develop contacts between
individuals concerned with similar areas of responsibility. Thus heads of CSD
divisions concerned with particular departments, or groups of departments, should
maintain close contact with Treasury heads of divisions operating in the same field.
There should be frequent attendance at each other's meetings and junior stafi shouid
be encouragedto forge the same links.

6. At the apex of the system at Ministerial level the Minister in charge of the Civil
Service should regard his natural link as beng with the Chief Secretary to the Treasury.
Joint submissions to the Cabinet should be made whenever possible.

7. I believe that a vigorous programme on these lines would produce all the advantages
claimed for re-integration; avoid the major costs (and risks) of such re-integration, and
rove of immense value to both departments. The CSD would be re-invigorated; the
reasury would gain an insight into the problems of management and organisation of the
Civil Service of a depth and quality it has never achieved before.

21 November 1980
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APPENDIX 3

Letter to the Times from Lord Armstrong, 8 July 1980

. Sir, Your report (July 3) of the proceedings of Mr Robert Sheldon's sub-committee on

, the future of the Civii Service Department tells us that the senior civil servants who
appeared before it expressed their entire willingness 1o carry out whatever changes the
Prime Minister might decide.

This is, of course, an entirely proper attitude, but it would be wrong to assume from it
that there are no administrative reasons for preferring one course of action lo another.
There are, in fact, a number of very serious points to be considered; and it is not ible
for a reader of your columns to know whether or not they have besn mentioned to the
committee, ‘ !

The first thing to be said is that this move, by itself, could not possibz{) effect any
reduction in Civil Service manpower. It may be that the numbers in the CSD should be
reduced, but this move by itself would not do it.

Secondly, it will be remembered that at different times in the past the Head of the
Treasury and the Secretary of the Cabinct have been responsible, in addition to their
duties, %r the Civil Service, The historic pattern was for the Treasury to manage the Civil
Service; this culminated in the triurnﬂh of Sir Warren Fisher as the first Head of the
Treasury to be designated Head of the Civil Service. By the 1950s, when Sir Edward
Bridges held that post, it was manifest to successive Chancellors that the double job had
become too much for one man. So, when Sir Edward Bridges retired in 1956, Sir Norman
Brook combined his secretaryship of the Cabinet with headship of the Home Civil Service
and joint permanent secreatryship of the Treasury. It is no disservice to Sir Norman
Broofr.'s memory to record that he himself acknowledged that the task was beyond him.
His duties of constant attendance on the Prime Minister, and close attention to every shift
in the political kaleidoscope, meant that time and again he was unabie to give the Emoual
attention he should have done to the affairs of the Civil Service. So in 1962 another gjnn
was introduced, with two joint permanent secretaries—one who was in charge of the Civil
Service work of the Treasury, and who was called Head of the Home Civil Service, and
the other who was in charge of the economic and financial side.

Though all these changes I was myself at the Treasury, on the economic and financial
side, and I came to the conclusion that none of them was satisfactory. There are several
reasons for this. :

First, the management of the Civil Service inevitably brinﬁs with it a number of
[

questions that concern not the Chancellor of the Exchequer but the Prime Minister. These
are the appointment of permanent secretaries and deputy secretaries in all departments,
changes in the machinery of government and -the preparation of the Prime Minister’s
recommendations to the Queen for Honours. Of these, the last is obviously a special matter
which could be made the duty of any senior public servant who had available the not
insubstantial amount of time necessary for the task. The other two, however, are very
closely linked with the normal duties of the CSD—machinery of government, because it is
closely connected with the management services and crganisation and methods work of the
department, and top appointments, because it is closely connected with the department’s
work on middle-range appointments, especially the handling of “Riers” and-appointments
to under-secretary. If one man is to be responsible on these matters to the Prime Minister,
while working on other Civil Service matters to the Chancellor, he falls into the well-
known trap of serving two masters. In practice, he tends to turn his face towards the Prime
Minister; the chancellor senses this and resents it. From the Chancellor’s point of view
Civil Service work is inevitably a minor excrescence on his major preoccupation of framing
and carrying out economic and financial policy. Time and again | saw some Civil Service
crisis suddenly obtrude on the Chancellor, who was himself coping with urgent financial
matters which, inevitably, seemed more insistent and more important. The result was that
he turned to Civil Service matters with reluctance, scrambling through the meetings with
the help of a bricf, and left people feeling that his mind was on other things.

Another most important matter concerns the selection of people to work on Civil Service
questions. Young people come in to the department expecting to work on financial and
economic matters—but the practice was to require people to work on both sides. A young
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man gr woman with asbackground in economics would be dismayed to be told that the
time had come “to do your stint on establishment”™ which was the way it was described in
the old days. It was popularly regarded as equivalent to the salt mines or the galleys, and
the quality of the work, in spite of many heroic efforts, suffered accordingly.

! Certainly for my part, I found it extremely irritating to be in charge of the Treasury
financial and economic side—which is what most ordinary people think of as the
Treasury—and yet not to be in control of my own staff, since every move had to be agreed
with my opposite number on the pay and management side. Although Sir Laurence Helsby
was the soul of tact and friendliness, the fact remained that as Head of the Civil Service
he could outgun me; and he frequently did.

It was for reasons such as these that the Fulton committee recommended and the
Government accepted, that the work of managing the Civil Service was of sufficient
importance to be done by a separate department, brigaded neither with the Cabinet Office
nor the Treasury, but coming directly under the Prime Minister with the appropriate
ministerial assistance. It is my submission that these considerations still hold good.

Yours faithfully,
ARMSTRONG OF SANDERSTEAD
hairman,

Midland Bank, Limited
Poultry, EC2.
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APPENDIX 4

Pxtract from letter to the Clerk to the Committee from the Civil Service Dépnnmenl
Civil Service Department
Whitehall
London SW1A 2AZ

I am replying to your letter of 13 November . ..

You also asked why the terms of reference given to the study team did not cover some
of the possible options that have been mentioned to the Select Committee for the
organisation of the functions now discharged by the Treasury and the Civil Service
Department. I have been asked to say that the terms of reference for the team were related
to the specific questions which the Prime Minister wished to have studied.

R D J Wright
20 November 1980




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

i

HOUSE OF COMMONS
LONDON SWIA OAA

9th December 1980

The Rt. Hon. Mrs. Margaret Thatcher, MPL,
10, Downing Street,
London SW1.

Lo r_
wes)y WL'N,/L;

Could you spare me ten minutes to have a word about
Whitehall mechanisms?

I am sure the machine could. be more responsive and in
The Times of 6th October suggested this might be achieved
by a Department of the Prime Minister and Cabinet. Ken Berrill

spoke on similar lines at London University on 4th December.

After further examination, I now believe that good results
could be obtained by a relatively simple reorganisation at the
Centre without the problems inevitable in the creation of a
new department. A suitably strengthened Cabinet Qffice/C.P.R.S.,
to which might be added the essential policy functions of the
C.S.D., could provide the answer and no change of name need
be involved. (The executive responsibilities of the C.S.D.
which have to be retained could be brigaded with the Civil
Service Commissioners.)

With the co-operation of Hugh Thomas and Max Beloff,
I propose to organise a conference to discuss these nossibilities
but before going much further, T would be very grateful for

the opportunitv to discuss them briefly with you.

Lan Gow, Es., M.P.
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I understand from Ir Hubback that the TCSC hope to publish on

18 December a short report on the economy. This will probably focus
on last week's amnouncements and the developuents leading up to then,
and may contain a certain amount of updating of the Committee's
Second Report of 30 April. It will not, so Mr Hubback thinks, deal
at length with monetary policy which will be the subject of their
separate study. 18 December is the target date for publication. It
might slip, but they are determined to get something out before
Christmas.

2. The Committee also hope to publish on Thursday 11 December their
report on the CSD/Treasury issue. Again, this could slip, but they
will publish something before Christmes.

v

Jd B UNWIN
% Deceuber 1980
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